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Preface

A new edition provides authors with an opportunity to add new material, to condense the
coverage of topics that have declined in relative importance, to reorganize portions of the
book to improve instructional efficiency, and to refine and polish the treatment of basic
subject matter. We have tried to do all these things in this fifth edition, the most extensive
revision in the history of the text.

The environment of accounting is changing fast, and the shift toward computers, the
increasing public interest in income tax policies, and the growing importance of interna-
tional business activity affect the goals and content of an introductory text in accounting.
In order to function intelligently as a citizen as well as in the business community, every
individual needs more than ever before an understanding of basic accounting concepts.
Our goal is to present accounting as an essential part of the decision-making process for
the voter, the taxpayer, the government official, the business manager, and the investor.

This edition, like the preceding one, is designed for use in the first college-level course
in accounting. In this course, instructors often recognize three groups of students: those
who stand at the threshold of preparation for a career in accounting, students of business
administration who need a thorough understanding of accounting as an important ele-
ment of the total business information system, and students from a variety of other
disciplines who will find the ability to use and interpret accounting information a valuable
accomplishment. During the process of revision, we have tried to keep in mind the needs
and interests of all three groups.

NEW FEATURES IN THIS EDITION

In the text

1 A short preview of each chapter, introducing students to both the educational goals
and the technical content of the chapter.

2 Each step in the accounting cycle clearly explained for both manual and computer-
based accounting systems.

3 Over 100 new exercises and problems. In addition, virtually all exercises and prob-
lems carried forward from the prior edition have been carefully revised.

4 A new category of problem material — Cases for Analysis — emphasizing the use
and interpretation of accounting information in interesting yet practical business
situations.

5 A new appendix with an introductory-level discussion of international accounting
and foreign currency translation, complete with problem material.

xv
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6 A new appendix on payroll accounting, with emphasis upon internal control.

7
8

9

Frequent use of real business examples — termed Cases in Point — to illustrate key
accounting concepts.

Increased emphasis upon accounting theory and generally accepted accounting
principles throughout the text.

Increased emphasis upon the relationship of many accounting practices to the need
for achieving adequate internal control.

In the supplemental package

1

w

Computer software enabling students to work most of the exercises in the textbook
on a personal computer.

An Electronic Study Guide, with chapter highlights and self-testing material, de-
signed for use on a personal computer.

A computer-based practice set, also suited to personal computers.

The Financial Accounting Test Bank — a printed manual providing instructors with
a wealth of multiple-choice questions and short exercises organized on a chapter-by-
chapter basis.

EXAMINER and MicroEXAMINER, the computer-based versions of the test bank,
now available for use on personal as well as mainframe computers.

FEATURES CARRIED FORWARD FROM PRIOR EDITIONS

Special qualities that are carried forward from prior editions include:

1

2

9

Depth of coverage. Topics are covered in a depth that will qualify the student for
subsequent course work in accounting.

Accuracy in all problem material and solutions. All problems, solutions, and exami-
nation materials have been developed and tested first-hand by the authors in their
own classes for introductory accounting students. This personal attention to accu-
racy is supplemented by independent testing by other accounting faculty.
Perspective — careful effort throughout the text and problems to utilize current and
realistic prices, interest rates, and profit levels.

People-oriented problems which depict the complex decisions that must be made by
men and women acting as managers, investors, and in other roles.

For each chapter, a demonstration problem, a glossary of key terms introduced or
emphasized in the chapter, and an abundance of problem material.

Emphasis on the impact of inflation upon accounting information.

The concept of present value, presented in clear and understandable terms, inte-
grated into the discussions of the valuation of assets and liabilities.

Careful integration into the text and problems of the latest pronouncements of the
Financial Accounting Standards Board.

The most comprehensive package of supplementary materials available for any
financial accounting textbook.
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NEW AND EXTENSIVELY REVISED CHAPTERS

Many new topics are discussed in this fifth edition. For example, the first four chapters,
presenting the basic accounting cycle, now explain the accounting procedures applied in
computer-based accounting systems as well as those used in manual systems. Chapter 3,
““Measuring Business Income,” also includes new discussions of the accounting princi-
ples of realization and matching. In addition, Chapter 4 has been extensively revised to
explain more clearly and more thoroughly the nature and mechanics of adjusting entries.

Chapter 6, on accounting systems, has been revised to provide up-to-date coverage of
computer-based accounting systems. Emphasis is placed upon means of achieving inter-
nal control in the EDP environment.

Chapter 8, on receivables and payables, and Chapter 9, covering inventories, both
include new material on the relationships between accounting procedures and the objec-
tives of internal control. Internal control is also the emphasis of the new appendix on
payroll accounting which follows Chapter 8.

Chapter 10, on plant assets, includes a new section explaining why gains and losses on
disposals of plant assets often differ for income tax purposes and financial reporting
purposes. Also revised is the discussion of exchanges of plant assets.

Chapter 12, “Corporations: A Closer Look,” is now followed by two appendixes. The
first covers investments made for purposes of control and includes an introduction to
consolidated financial statements. The second appendix, new to this fifth edition, intro-
duces the emerging topics of international accounting and foreign currency translation.

Our last chapter, on income taxes, has been thoroughly revised to incorporate the many
recent changes in income tax laws.

In summary, this fifth edition is the most extensive revision we have prepared. In
addition to the changes in chapter content, there are many new Cases in Point — real
business examples illustrating key accounting concepts. Also, the extent of revisionin the
end-of-chapter material is virtually without precedent in a financial accounting textbook.
There are over 100 new exercises and problems, and a new category of problem material
— Cases for Analysis —emphasizing the use and interpretation of accounting informa-
tion. Essentiallv all the exercises and problems carried forward from prior editions have
been revised to reflect today’s price-levels, interest rates, and business environment.

SUPPLEMENTARY MATERIALS

A full assortment of supplementary materials accompanies this text:

1 Solutions manual. A comprehensive manual containing answers to all review
questions, exercises, problems, and Cases for Analysis contained in the text, along
with a complete solution to the practice set.

In the development of problem material for this book, special attention has been
given to the inclusion of problems of varying length and difficulty. By referring to
the time estimates, difficulty ratings, and problem descriptions in the Solutions
Manual, instructors can choose problems that best fit the level, scope, and empha-
sis of the course they are offering.
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2 Aninstructor’s guide. This separate manual includes the following three sections

for each chapter of the textbook:

a A brief topical outline of the chapter listing in logical sequence the topics the
authors like to discuss in class.

b An assignment guide correlating specific exercises and problems with various
topics covered in the chapter.

¢ Comments and observations.

The “Comments and observations” sections indicate the authors’ personal views as

to relative importance of topics and identify topics with which some students have

difficulty. Specific exercises and problems are recommended to demonstrate certain

points. Many of these sections include “Asides,” introducing real-world situations

(not included in the text) that are useful in classroom discussions.

Also included in the Instructor’s Guide are sample assignment schedules, ideas
for using each element of the supplemental package, and solutions to the parallel
sets of Achievement Tests and Comprehensive Examinations.

Two parallel sets of Achievement Tests and Comprehensive Examinations.
Each set consists of four Achievement Tests with each test covering three or four
chapters; the Comprehensive Examination covers the entire text and may be used as
a final examination.

The Financial Accounting Test Bank. With its abundance of multiple-choice
questions and exercises arranged on a chapter-by-chapter basis, this booklet is a
most valuable resource for instructors who prefer to assemble their own examina-
tions. In its new format, this supplement represents one of the largest test banks
ever to accompany a financial accounting textbook.

The questions and exercises contained in the Text Bank booklet also are avail-
able in two computer test-generating programs: EXAMINER, designed for main-
frame computers, and the new MicroEXAMINER, designed for personal computers.
These, and all other computer-based supplements that accompany this text, as-
sume no prior experience with computers on the part of instructors or students. All
computer supplements are available for use on popular microcomputers.

A self-study guide. The Study Guide enables students to measure their progress
by immediate feedback. This self-study guide includes an outline of the most
important points in each chapter, an abundance of objective questions, and several
short exercises for each chapter. In the back of the self-study guide are answers to
questions and solutions to exercises to help students evaluate their understanding
of the subject. The self-study guide will also be useful in classroom discussions and
for review by students before examinations.

An Electronic Study Guide. An electronic version of the print Study Guide ena-
bling students to review chapter highlights and to test themselves using a personal
computer.

Working papers. A soft-cover book of partially filled-in working papers for the
problem material is published separately from the text. On these work sheets, the
problem headings and some preliminary data have been entered to save students
much of the mechanical pencil-pushing inherent in problem assignments,
Manual practice set. The practice set available with the preceding edition has been
completely revised and significantly shortened. Designed for use after completing
Chapter 6 of the text, the Candlelight Restaurant Supply, Inc, practice set is bound
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in two separate books, making it easy for students to journalize transactions, post
entries, and prepare financial statements. The purpose of the manual practice set is
to acquaint students with the flow of information through an accounting system
and to allow them to personally perform each step in the accounting cycle.

9 Computerized practice set. A computer-based version of the Candlelight Restau-
rant Supply, Inc., practice set accompanies this fifth edition. The computerized
practice set is based upon the same narrative as the manual practice set but allows
students to experience hands-on operation of a computer-based accounting system.

This computerized practice set has a unique instructional feature that identifies
any erroneous input. If an error is made in analyzing a transaction, the computer
responds with hints and help statements until the transaction is recorded correctly.
Thus, any printed computer output generated by the student represents a correct
solution to the practice set. The practice set is accompanied by a special instruction
booklet for the student.

10 Computer-based exercises. A new computer supplement, Computerized Applica-
tions in Financial Accounting, enables students to work the exercises from the
textbook on a personal computer.

11 Checklist of key figures for problems. This list appears on the front and back
inside covers of this book. The purpose of the checklist is to aid students in
verifying their problem solutions and in discovering their own errors.

12 Transparencies of problem solutions. This is a visual aid prepared by the pub-
lisher for the instructor who wishes to display in a classroom the complete solutions
to any or all problems, and selected exercises.

13 Additional transparencies for classroom illustrations. A large number of trans-
parencies have been produced for use in the classroom to illustrate various account-
ing concepts and procedures. These transparencies all differ from the illustrations
appearing in the textbook and are enhanced by the use of color.

CONTRIBUTIONS BY OTHERS

We want to express our sincere thanks to the many users of the preceding editions who
offered helpful suggestions for this edition. Especially helpful was the advice received
from the following reviewers: Sarah L. Adams, California State University, Chico; Andrew
H. Barnett, San Diego State University; Rosie Bukics, Lafayette College; Harold L.
Cannon, State University of New York, Albany; Marlene Hartman, Loyola Marymount
University; Orville Keister, University of Akron; G. Kenneth Nelson, Pennsylvania State
University; Bernard Newman, Pace University; Mohamed Onsi, Syracuse University; Bar-
bara Parrish, Wichita State University; Victoria S. Rymer, George Mason University;
Kenneth Schwartz, Boston University; Gail Sergenian, Pace University; and Robert Tre-
zevant, California State University, Chico.

We are most appreciative of the expert attention given this book and its many supple-
ments by the editorial staff of McGraw-Hill, especially Jim DeVoe, Elisa Adams, and Ed
Hanson.

Our special thanks go to Professor Elizabeth Darr, Marquette University, and Professor
Robert Zwicker, Pace University, for assisting us in the proof stages of this edition by
reviewing the end-of-chapter problems and text examples for accuracy.
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The assistance of Jill Adams and Dave Berg was most helpful in preparation of the
manuscript.

We also are grateful to the Financial Accounting Standards Board which granted us
permission to quote from FASB Statements, Discussion Memoranda, Interpretations, and
Exposure Drafts. All quotations are copyrighted © by the Financial Accounting Stan-
dards Board, High Ridge Park, Stamford, Connecticut 06905, U.S.A. and are reprinted
with permission. Copies of the complete documents are available from the FASB.

Walter B. Meigs
Robert F. Meigs
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