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To the Instructor

Changes in accounting edu-
cation have led to the most
significant revision in the
history of Fundamental
Accounting Principles. The
call for change in introductory
accounting is upon us, and
we responded. This fifteenth
edition gives you more flexi-
bility and options for innova-
tion than preceding editions.
At the same time, it maintains
the rich content that has
made it a market-leading text-
book in accounting principles.
See the Preface and its “To
the Instructor” comments to
learn more about this new
and exciting edition and all its
supporting materials. We
know you will enjoy teaching
from this new edition.

To the Student

Accounting is one of the most
valuable subjects you will
study. Understanding account-
ing—the language of busi-
ness—is essential for business
success. Fundamental
Accounting Principles gives
you this understanding. Its con-
tent, features, and insights
make learning accounting excit-
ing and relevant. Please see
the preface’s “To the Student”
comments to learn more about
this book and how it can help
you achieve success. De-
scribed in the preface are many
student supplements that will
help you succeed. We are con-
fident you will find this book
relevant and fun.
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Lel’s Talk

Through extensive market-based surveys, focus groups, re-
views, and personal correspondence with instructors and stu-
dents, we discovered several interests and needs in account-
ing education today. In a nutshell, these desires can be
grouped into eight pedagogical areas: (1) motivation, (2) or-
ganization, (3) preparation, analysis, and use; (4) ethics, (5)
technology, (6) real world; (7) active learning, and (8) flexi-
bility. Our main goal in this edition of Fundamental Ac-
counting Principles (F.A.P.) is to address these needs and cre-
ate the most contemporary, exciting, relevant, and flexible
principles book in the market. A quick summary of these ar-
eas follows.

Motivation. Motivation drives learning. From the chapter’s
opening article and its focus on young entrepreneurs to
the decision-making prompted by You Make the Call,
F.A.P. motivates readers. It brings accounting and busi-
ness to life and demonstrates that this material can make
a difference in your life.

Organization. Organization serves the learning process, and
F.A.P.’s outstanding organization aids that process. From
“Chapter Linkages” and learning objectives organized by
the CAP Model ™ to its chapter outline and Flashbacks,
F.A.P. is the leader in lending readers a helping hand in
learning about accounting and business.

Preparation, Analysis, and Use. Accounting involves
preparing, analyzing, and using information. F.A.P. bal-
ances each of these important roles in explaining and il-
lustrating topics. From the unique Using the Information
section to the creative Hitting the Road projects, F.A.P.
shows all aspects of accounting.

E'thics. Ethics is fundamental to accounting. F.A.P. high-
lights the roles of ethics and social responsibility in
modern businesses. From the Judgment and Ethics
decision-making feature to its Ethics Challenge assign-
ments, F.A.P. alerts readers to relevant and important
ethical concerns.

Technology. Technology continues to change business and
accounting, creating new and exciting accounting oppor-
tunities. F.A.P. is the leader in applying and showing
technology in accounting. From the innovative Taking It
to the Net projects to its Web-based assignments, F.A.P.
pushes the accounting frontiers.

Real World. Accounting is important to the information age.
From features and assignments that highlight companies
like NIKE, Reebok, and America Online to the Team-
work in Action and Communication in Practice activities,
F.A.P. shows accounting in a modern, global context. It
also engages both accountants and nonaccountants. From
the exciting Did You Know? features to its Business
Week Activities, F.A.P. shows accounting is relevant to
everyone.

Active Learning. Active learning implies active inquiry and
interaction. F.A.P.’s instructor’s edition (F.A.S.T.) gives
new annotated links to pedagogical materials for those
interested in applying active learning activities. F.A.P. is
the undisputed leader in offering a strong pedagogical
support package for active learning. Also, the MHLA ser-
vice is a new, special addition to our support package.

Flexibility. Accounting involves conceptual, analytical, and
procedural aspects. F.A.P. offers a new CAP Model to
help choose the preferred teaching or learning approach.
The CAP Model establishes color-coded learning objec-
tives as either Conceptual, Analytical, or Procedural, and
assigns them to chapter content, assignments, and test
items. This gives maximum flexibility and choice in
teaching and learning structure.

This is just a sneak preview of F.A.P.’s new and exciting
features. From communication, interpersonal, and critical
thinking skills to the development of ethical and global
awareness, F.A.P. is the leader. We invite you to take a
complete look at these and other special features in the
remainder of this preface to see why F.A.P. is the first
choice in accounting principles books.
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To Instructor Motivation

BSOS B Rs S or Motivation is a main goal of F.A.P. We know information retention is selective—if it

gg:ﬁgt ;cr:':jom:ﬁcs;i;?si:;:ﬁz’nf: ¥ doesn’t apply to the lives of readers, they typically aren’t motivated to learn. F.A.P. ex-

Ao SeEl ST HENOE : plains and illustrates how accounting applies to the reader. Here is a sampling of ma-
terials that motivates the reader.

U
T“ blIlI]Elll ; ; The Chapter Opening Article sets the stage and shows how the
The chapter’s opening article and chapter’s contents are relevant to the reader. Articles often focus on
'ts, You Make the Call features young entrepreneurs in business who benefit from preparing, ana-
drive home the relevance of ac- lyzing, and using accounting information. These articles bring the

counting and business. material to life in concrete terms.

Tax Gop

DETROIT, MI—Carmen Benish and her two comrades jump out
of their battered Zhiguli and walk briskly to the door of a bicycle
sales and services shop in the Moscow suburb of Podolsk.
Ducking under bicycle frames hanging from the ceiling, they ap-
proach a salesclerk and flash their badges. A few days earlier,
an undercover colleague made a purchase that wasn't re-
ported. Benish, Mikail Nikolas, and Val Yaroslav are investigating
whether the business is underreporting sales to avoid paying

You Make the Call features develop critical thinking and decision-making skills by requiring decisions us-
ing accounting information. Each chapter contains two to four of these features. They are purposely chosen
to reflect different kinds of users. Examples are investors, consultants, programmers, financial planners, en-
gineers, appraisers, and political and community activists. Guidance answers are provided.

Entrepreneur

You are the owner of a small retail store. You are considering allowing customers to
purchase merchandise using credit cards. Until now, your store only accepted cash and
checks. What form of analysis do you use to make this decision?

Company Excerpts call attention to well-known organiza-
tions to illustrate accounting topics. These excerpts are of-
ten accompanied by a photo drawing attention to the na- Sales are generally recorded by the Corporation when

ture of the business and its relevance to readers. products are shipped to independent dealers.
General Motors

can ol

Financial Statements of familiar
companies are used to acquaint
NIKE, INC. CONSOLIDATED STATEMENT OF INCOME

readers with the format, content,
and use of accounting information.
vmm ED MAm The financial statements for NIKE,

/ Reebok, and America Online are re-
produced in the book and refer-
enced often.

1661
9661
S661

Revenues
Costs and expenses:
Costs of sales
Selling and administrative

Interest expense (Notes 4 and 5)

Other income/expense, net (Ngtes 1,9nd 10,
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Urganization To Instructor

Use the CAP Model™ and its link

Orggnization is crucial to f:ffe.ctive ]eaming. If it isn’t well-organized or .linked w}th to-lenmingrobjestimettosiuip
previous knowledge, learning is less effective. F.A.P. helps readers organize and link structure the course and assign-
accounting concepts, procedures, and analyses. A Preview kicks off each chapter. It ment material to your instructional
introduces the importance and relevance of the materials. It also links these materi- style.

als to the opening article to further motivate the reader. Here are some additional :

materials to enhance learning effectiveness. To Student

Study each of these helpful organi-
zational aids to increase your un-
derstanding and learning of ac-
counting and business.

A Look Back

Chapter 1 began by considering
the role of accounting in the in-
formation age. We described ac-
counting for different organiza-
tions and identified users and
uses of accounting. We saw that
ethics and social responsibility
are crucial to accounting.

Learning Objectives

Conceptua

content and reporting aims
of financial statements.

<) Describe differences in
» & financial statements across
forms of business organization.

Analyze business
transactions using the
accounting equation.

A Look Ahead

Chapter 3 explains the record-
ing of transactions. We intro-
duce the double-entry account-
ing system and show how
T-accounts are helpful in analyz-

Compute return on equity
and use it to analyze
company performance.

10. Identify seven internal operat-

ing transactions. Journals and Prepare financial ing functions in organizations.
trial balances are also identified statements from business 11. Why are internal controls im-
and explained. transactions. portant?
AAAAANAAANAAAMN)
Chapter linkages launch a chapter Learning Objectives are shown at the A series of Flashbacks in the chapter
and establish bridges between prior, beginning of the chapter to help focus reinforce the immediately preceding
current, and upcoming chapters. Link- and organize the materials. Each ob- materials. Flashbacks allow the reader
ages greatly assist readers in effec- jective is repeated in the chapter at to momentarily stop and reflect on
tively learning the materials and help the point it is described and illustrated. the topics described. They give im-
them link concepts across topics. Self-contained summaries for learning mediate feedback on the reader’s
objectives are provided at the end of comprehension before going on to
the chapter. new topics. Answers are provided.

F’\/\/\A/V\/\/W\/\/\/\/\/ A color-coded Chapter Outline is provided for
r the chapter. This gives a mental and visual
y

llﬂ[][EI' [llllllllﬂ framework to help readers learn the material.
» Communicating with Financial » Transactions and the Accounting
Statements Equation
= Previewing Financial Statements = Transaction Analysis—Part |
= Financial Statements and Forms of = Transaction Analysis—Part Il
Organization = Summary of Transactions

W\/\/\/\/\/\/\/\/\/\/\/W
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Preparation, Analysis, and lse

To Instructor
Adgeuapalisingdbe lnfo(rjmat/;on Accounting is a service focused on preparing, analyzing, and using information. F.A.P.
T presents a balanced approach to these three crucial aspects of accounting. The prepa-

analytical thinking.

To Student

Learning accounting principles
greatly increases your understand-
ing of articles such as those in
Business Week—the world’s best-
selling business magazine.

ration aspect of F.A.P. is well established and highly regarded. A new and progressive
emphasis on analysis and use continues to put E.A.P. on the frontier of practice. Here’s
a sampling of new or revised textual materials on analysis and use:

The Accounting Equation (Assets = Liabilities + Equity) is used as a tool to evaluate
each journal entry. The accounting equation is especially useful in learning and under-
standing the impacts of business transactions and events on financial statements. F.A.P.
is a pioneer in showing this additional analysis tool.

Assets = Liabilities + Equity
+6,300 +300 +6,000

To record cash sales and 5% sales tax.

The Using the Information section wraps up each chapter and emphasizes critical-thinking and decision-
making skills. Each section introduces one or more tools of analysis. It applies these tools to actual com-
panies and interprets the results. The section often focuses on use of ratio analyses to study and compare
the performance and financial condition of competitors.

P s e e e e e e e e TN AN

L Beturn on Investment USING THE INFORMATION

We introduced return on investment in assessing return and risk earlier in the chap-

ter. Return on investment is also useful in evaluating management, analyzing and fore- Compute and

casting profits, and planning future activities. Dell Computer has its marketing de- interpret return on
investment.

partment compute return on investment for every mailing. “We spent 15 months
educating people about return on invested capital,” says Dell’s Chief Financial Offi-

P TOBW T @O @O S e Vv e W T Uow T ew e e e

Hitting the Road is a unique addition to the chapter’s assignment material. This activity requires readers to
work outside the book and often requires application of interpersonal and communication skills. Tasks range
from visits to local merchandisers and Social Security headquarters to conducting phone interviews and
Web searches. These activities help readers understand and appreciate the relevance of accounting.

ahead to the company to arrange a time when you can interview an employee (often an accountant) who
helps prepare the annual financial statements for the company. During the interview inquire about the

Hitting the Road Select a company in your community that you can visit in person or interview on the telephone. Call ;
following aspects of the company’s accounting cycle: ’
|

A Business Week Activity requires the reader to apply the chapter’s material to read and interpret a Busi-
ness Week article. It also aids in developing reading comprehension skills and gives exposure to business
happenings. Students can purchase FA.P. with a special Business Week subscription package.

Read the article “Michael Dell: Whirlwind on the Web” in the April 7, 1997, issue of Business Week. Business Week
Answer the following questions: Activity

1. How many days of sales does Dell have in inventory?
2. How does Dell’s days of sales in inventory compare with one of its chief competitors? AS
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Ethics To Instructor

The Judgment and Ethics feature

Ethics is the most fundamental accounting principle. Without ethics, information and roioae i

accounting cease to be useful. F.A.P. is the leader in bringing ethics into account- accounting and develops critical
ing and demonstrating its importance. From the first chapter’s opening article to the thinking skills.

ethics codes at the end of the book, F.A.P. sets the standard in emphasizing ethical

behavior and its consequences. Here’s a sampling of how we sensitize readers to To Student

ethical concerns and decision making: Use these features and book

materials to remind us that ac-
counting and business decisions

The Judgment and Ethics feature requires readers to make accounting and business sl
affect peoples’ lives.

decisions with ethical consequences. It uses role-playing to show the interaction of
judgment and ethics, the need for ethical awareness, and the impact of ethics. Guid-
ance answers are provided.

SN e S e L~ N

Certified Public Accountant
You are a CPA consulting with a client. This client’s business has grown to the point
where its accounting system must be updated to handle both the volume of
transactions and management’s needs for information. Your client requests your advice
Judgment and in purchasing new software for its accounting system. You have been offered a 10%
Ethics commission by a software company for each purchase of its system by one of your
clients. Do you think your evaluation of software is affected by this commission
arrangement? Do you think this commission arrangement is appropriate? Do you tell
your client about the commission arrangement before making a recommendation?

O, W S P . W . W W W

A new Ethics Challenge is provided in the Beyond the Numbers section. It confronts ethical concerns based
on material from the chapter. Many of these challenges involve actions where the ethical path is blurred.

e e e e S e e e s s A S e e

Ethics Randy Meyer is the chief executive officer of a medium-size company in Wichita, Kansas. Several years
Challenge ago Randy persuaded the board of directors of his company to base a percent of his compensation on
Pv) the net income the company earns each year. Each December, Randy estimates year-end financial fig-

e ures in anticipation of the bonus he will receive. If the bonus is not as high as he would like he offers

several accounting recommendations to his controller for year-end adjustments. One of his favorite rec-
ommendations is for the controller to reduce the estimate of doubtful accounts. Randy has used this

g VP VUUIVIVIVO P O VP T VU U Y U UV VVVvVY vVY B WY

Social Responsibility is a major emphasis of progressive organizations. F.A.P. is unique in introducing this
important topic in Chapter 1. We describe social responsibility and accounting’s role in both reporting on
and assessing its impact. F.A.P. also introduces social audits and reports on social responsibility.

Did You Know?
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To Instructor

PowerPoint presentation slides
can be customized for your

instructional style and are great
visual aids to lecture materials.

To Student

Use F.A.P.’s Home Page for
current updates, hot links to
important sites, and much more . ..

-~
@ E.“ ‘lchTree

A Student Software CD provides
several technology-assisted edu-
cational activities. These include
(1) Essentials—reviewing the entire
accounting cycle, (2) PeachTree
Templates—uses leading software
for accounting support, (3) Tutorial
—interactive review of topics, and
(4) GLAS and (5) SPATS—instruc-
tional software to solve problems.

Preface

Technology

Technology and innovation can be exciting and fun. F.A.P. makes the transition to new
technologies easy. It is the leader in demonstrating the relevance of technology and
showing readers how to use it. Here’s a sampling of items pushing the technology
frontier:

F.A.P.’s Home Page, www.mhhe.com/business/accounting/fap, is the starting point for
accessing accounting and business resources on the Web. The book’s Web site har-
nesses technological resources to provide the most up-to-date and powerful Web ser-
vices available.

Fundamental Accounting Principles I_]

CHIAPPETTA -EDITION
\

Taking It to the Net requires accessing a Web site and obtaining information relevant to the chapter. It
aims to make readers comfortable with Web technology, familiar with information available, and aware of
the power of Web technology.

Net

G1, A2

Taking It to the Access the Cannondale promotional Web site at http://www.cannondale.com. Visit several hotlinks on

the site to get a feel for the company’s products.
1. What is the primary product that Cannondale sells?

2. Review the Cannondale 10K—this is the annual financial data required by the SEC. You can access
this from the SEC’s Edgar system (see this book’s Web page). (Hint: Edgar Web site lists numerous

PowerPoint® Presentations and Supplements augment each chapter with colorful graphics, interest-
ing charts, innovative presentations, and interactive activities. The PowerPoint® materials are flexible
and can be customized for any use.

Activities in Organizations Chvatdiew gfﬂ;fg:sléccountmg ’

- T -

Analyze
R
[y
i~ —sTman ] S —
. Prepare financial
statements and  Prepare a trial Post to the Record
report balance ledger transactions

© Iie McSTe- B3l Cocmpumies, Pravin/Meckres - Bitt @ Yhe Mekrom-Hit Compontns,
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Real World To Instructor and Student

The glossary gives complete and

Showir}g readers th.at accounting matte.rs is part of an effective lf.:arning 'package. aceuratesdefinitions:of key:tenns:
F.A.P. is the leader in real world instructional materials. It offers unique assignments A key term is set in bold when first
challenging the reader to apply knowledge learned in practical and diverse ways. introduced, and the glossary refer-
These challenges include analytical problems, research requirements, comparative ences this page number. It also
analysis, teamwork assignments, and communication exercises. They also allow gives synonyms for key terms.
greater emphasis on conceptual, analytical, communication, and interpersonal skills. A summary describes the chapter
Here’s a sampling of these materials: in terms of its learning objectives.
It assists in understanding of
R L B s gl A A A R key concepts, procedures, and
analyses.
Questions give readers quick
QuesfthI:KE’ e - feedback on their understanding of
13. Refer to s financial statements in i
pendix A. On May 31, 1997 what percent 5; o key. 04 e ;
 NIKE’s current assets was represented by inventory? Quick studies are effective checks
14. Refer to Reebok’s financial statements in Ap- Reebok on concepts, procedures, and
pendix A. Calculate Reebok’s cost of goods ~#B% analyses. They help build the
available for sale as of December 31, 1996. reader’s confidence with the mate-
15. giifi “"V:oﬁ;; ﬁ;’;‘?ei’%l S‘:)‘:h'{‘:"‘: aii;‘ tf:l;!l’li“' rial. Each are keyed to usually one
e85 o e o siiof Jone 0, 10061 (oMM learning objective.
16. Refer to the Wired article at the beginning of the chapter. Exercises focus on one or more
What does Russo need to know about Wired to be able to learning objectives. They are mildly
calculate gross margin and inventory turnover? challenging and are an effective

\/\,\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\A way to launch into more challeng-
ing problems.
Check Figures serve as an aid to

readers.

Reporting in Action requires analysis and use of NIKE’s annual report information. The unique Swoosh
Ahead feature allows use of the most current information in the marketplace.

F/\W/\/\/\/\/\/\/\/\/\/\/\/\/\WM

Reporting in NIKE designs, produces, markets, and sells sports footwear and apparel. Key financial figures for NIKE’s
p! pp:

Action fiscal year ended May 31, 1997 are:
A1 A3, Ad

’ ’ Financing (liabilities + equity) $5,361
(o~ Profit 796

Sales 9,187
Required

1. What is the total amount of assets invested in NIKE?

2. What is NIKE’s return on investment? NIKE’s assets at May 31, 1996 equal $3,952 (in millions).
3. How much are total expenses for NIKE?

Analysis component:

4. Does NIKE's return on investment seem satisfactory if competitors average a 5% return?

Swoosh Ahead

5. Obtain NIKE’s most recent annual report. You can also access NIKE’s annual report at its Web site
(www.nike.com) or at the SEC’s Web site (www.sec.gov). Compute NIKE’s return on investment
using this updated annual report information you obtain. Compare the May 31, 1997, fiscal year-
end return on investment to any subsequent years’ returns you are able to compute.

DPWY ¥V Ue W W 9 W VY VY YV VV W VveY W
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Comparative Analysis compares the performance and financial condition of NIKE and Reebok using the
accounting knowledge obtained from the chapter. These activities help develop analytical skills.

N A e U e e T s e o N N

Both NIKE and Reebok design, produce, market, and sell sports footwear and apparel. Key compara- Gomparatlve

tive figures ($ millions) for these two organizations follow: Analvs|s
A2
Towilbites o6 8 S —

Total equity $3,156

* NIKE figures are from its annual report for the fiscal year ended
May 31,1997. Reebok figures are from its annual report for the
fiscal year ended December 31, 1996.

Comprehensive and Serial Problems are included in several chapters and focus on multiple learning ob-
jectives from multiple chapters. They help integrate and summarize key principles.

comprehensive Assume it is Monday, May 1, the first business day of the month, and you have just been hired as the
Problem accountant for Alpine Corporation, which operates with monthly accounting periods. All of the com-
pany’s accounting work has been completed through the end of April and its ledgers show April 30 bal-
Alpine Company ances. During your first month on the job, you record the following transactions:
May 1 Issued Check No. 3410 to S&M Management Co. in payment of the May rent, $3,710. (Use
‘lchTree two lines to record the transaction. Charge 80% of the rent to Rent Expense—Selling Space
and the balance to Rent Expense—Office Space.)

2 Issued a $175 credit memorandum to Nabors, Inc., for defective merchandise sold on April
28 and returned for credit. The total selling price (gross) was $4,725.

\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\A/\/J

Problems often cover multiple learning objectives and usually require preparing, analyzing, and using infor-
mation. They are paired with Alternate Problems (at the end of the book) for further review of the same
topics. Problems are supported with software and other technology options. Many include an Analytical
Component focusing on financial statement consequences and interpretations.

.; 2 Sold merchandise on credit to Essex Company, Invoice No. 8785, $6,100. (The terms of all
credit sales are 2/10, n/30.)
> |

Problem 7-3* Green Jeans, Inc., sold 5,500 units of its product at $45 per unit during 1999, and incurred operating
Income comparisons and expenses of $6 per unit in selling the units. It began the year with 600 units and made successive pur-
cost flows—periodic chases of the product as follows:

Al P4

January 1 (beginning inventory) . ..

600 units @ $18 per unit

3,300units0$22perunlt

6,500 units
Required
Preparation Component
Check Figure Net income 1. Prepare a comparative income statement for the company, showing in adjacent columns the net in-
(LIFO), $69,020 comes earned from the sale of the product, assuming the company uses a periodic inventory system

and prices its ending inventory on the basis of: (a) FIFO, (b) LIFO, and (c) weighted average. As-
sume an income tax rate of 30%.

\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\1
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A Demonstration Problem is at the end of the chapter. It illustrates important topics and shows how to
apply concepts in preparing, analyzing, and using information. A problem-solving strategy helps guide the

reader.

On July 14, 1999, Tulsa Company paid $600,000 to acquire a fully equipped factory. The pur- “EmﬂﬂS[rﬂ“ﬂn
chase involved the following assets (we include additional facts related to each): Pr"nlem

Estimated Estimated
Appraised Salvage Useful Depreciation

Value Value Life Method

5 0

i 10years: o C
Building’~ . oo ee e 320,000 100,000 10 years Double-declining balance
Machinery . ......... 240,000 20,000 10,000 units  Units of production*

*The machinery is used to produce 700 units in 1999 and 1,800 units in 2000.

Required
1. Allocate the total $600,000 cost among the separate assets.

Infographics and Artwork aid in visual learning of key accounting and business topics. Photos, color,
highlighting, and authentic documents all help with visual learning.

@nivit 112

Issues in Accounting for Plant
II Assets

Decline j
€ in book value over Service life

1t o=

= 1 3
cqui - 2. Allocate cost to periods benefited Disposal
1. Compute cost 3. Account for subsequent expenditures 4. Record disposal

This chapter focuses on the decisions and factors surrounding these four important

\/isi]i'\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\J
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To Instructor

Teamwork in Action and Commu-
nicating in Practice are excellent
starting points in developing an
active learning environment. Both
develop communication and inter-
personal skills.

To Student

Team-building, collaborative effort
skills are usually crucial to career

Preface

Active Learning

Active learning requires effective assignments. F.A.P. is the student-proven and
instructor-tested leader in assignment materials. Proven and thoughtful assignments not
only facilitate but motivate effective and active learning. Many assignments include
writing components. Here’s a sampling of relevant assignment materials:

Teamwork in Action assignments require preparing, analyzing, and using information in
teams. They can be completed in or outside of class. These active learning activities re-
inforce understanding of key topics and develop interpersonal skills.

Success.

/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\

A team will be called upon to personify the operation of a voucher system. Yet all teams must prepare
for the potential to be selected by doing the following:
1. Each team is to identify the documents in a voucher system. The team leader will play the voucher,
and each team member is to assume “the role” of one or more documents.
2. To prepare for your individual role you are to:
a. Find an illustration for the document within the chapter.
b. Write down your documents function, where you originate, and how you flow through the voucher
system.
3. Rehearse the role playing of operating the system. You may use text illustrations as props, and for
visual effect you may wear a nametag identifying the part you play.

W O O @ S W v ¥ U UV v U ¥ W e 9 e U S eV vwewe

Teamwork in
Action

P2

Communicating in Practice exercises aim at applying accounting knowledge to develop written and ver-

bal communication skills.

/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\

The class is divided into teams. Teams are to select an industry, and each team member is to select a dif-
ferent company in that industry. Each team member is to acquire the annual report of the company se-
lected. Annual reports can be obtained in many ways including accessing this book’s Web page or through
the SEC’s EDGAR database [www.sec.gov]. Use the annual report to compute total asset turnover. Com-
municate with teammates via a meeting, e-mail, or telephone to discuss the meaning of this ratio, how dif-
ferent companies compare to each other, and the industry norm. The team must prepare a single memo re-
porting the ratios for each company and identify the conclusions reached during the team’s discussion. The
memo is to be duplicated and distributed to the instructor and all classmates.

\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\/\

Student Learning Tools (SLT) is a pedagogical support package

Communicating
in Practice

A2

aimed at helping in the teaching and learning process geared to active Fast Hint Active Learning: SLT
learning. The instructor’s FA.S.T. Edition offers links to SLT and its re- provides Activity 29 for introducing

lated Instructor’s Manual (IM) when appropriate.

plant asset disposals in an active
learning environment (see pp.
132-136 in SLT and notes in IM).
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Flexibility

Learning and instructing requires flexibility. F.A.P. offers flexibility in meeting the
unique demands of individual students and teachers. From the conventional class-
room to the active learning environment, F.A.P.’s new edition and its pedagogical
package give more flexibility and options for innovation in learning and instruction.
It does this while maintaining the rich content that has made it the market-leading
book in accounting principles.

GAP Model

The new CAP Model, as already discussed,
allows courses to be specially designed to meet
instructional and learning needs—whether
they be conceptual, analytical, procedural, or
some combination of the three. The CAP
Model recognizes the strength of each ap-
proach. Its identification of learning objectives,
textual material, assignments, and test mater-
ial by C, A, or P provides the flexibility to
readily adapt F.A.P. to the preferred instruc-
tional and learning emphasis. It also allows
the instructor to vary the emphasis by topic.

Packaging Options

Unique packaging options support F.A.P.’s flexibility. Nobody matches Irwin/Mc-
Graw-Hill when it comes to packaging options for accounting principles. Drawing
on user feedback, we offer several new options with this edition:

m Hardcover splits—with a special introductory price and exciting packages.
This new option is a hit with both instructors and students.

m Business Week Editions—The new Business Week Edition gives students a 16-
week subscription for under $10! Business Week excerpts in the book further
peak student interest in both accounting and business.

m FEA.S.T. Edition splits—with a two-volume Instructor’s Edition to “lighten the
load”. The FA.S.T. annotations have been revised by Barbara Chiappetta and
offer added value.

To Instructor

F.A.P. supports all instructional and
learning styles.

Additional Supporting Materials:
Instructor’s Resource Manual
Solutions Manual

Test Bank

Transparencies

Student Learning Tools (SLT) and
its Instructor’s Manual (IM)

To Student

Working Papers, Study Guide, and
Ready Notes are helpful in your
accounting course.
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[nnovations and Enhancements

In preparing this edition, we asked questions of instructors and students. We asked what topics to add, delete, or change in
emphasis. We asked what pedagogical aids would help in teaching and learning. We wanted to know what innovations and
enhancements would help instructors and maintain F.A.P. leadership in accounting principles. From these questions came
several requests. We listened, and this edition is the result. We’ve already described major content and pedagogical changes.
This section identifies many other chapter-by-chapter innovations and enhancements:

Chapter 1

m New focus on the information age and the relevance of
accounting.

m Early introduction to income, revenues, and expenses
using Nike.

m New discussion of return and risk as part of all business
decisions.

m New introduction to the Web with reference to F.A.P.’s
homepage.

m New description of business activities: financing, invest-
ing, and operating.

m New and unique presentation of ethics and social respon-
sibility.

Chapter 2

m FASTForward, an athletic service company, introduced
as the new focus company for Chapters 2-5.

m New company transactions to add realism and interest.

m Revised discussion and presentation of accounting prin-
ciples.

m Added analysis of each transaction using the accounting
equation.

m New presentation and integration of cash flow statement
with other financial statements.

m New description of reporting differences between propri-
etorships, partnerships, and corporations.

Chapter 3

m Revised presentation of transactions and source docu-
ments.

m New exhibits on the accounting equation and double-
entry accounting.

m New exhibits and discussion linking transactions to fi-
nancial statements, including the statement of cash flows.

m Revised discussion and exhibits for recording transactions.

m Expanded discussion of debt ratio with new comparative
analyses.

Chapter 4

m New discussion of the accounting period and the motiva-
tion for adjusting accounts.

m New framework for preparing and analyzing adjustments.

m Several new exhibits and graphics illustrating adjusting
accounts.

m New presentation linking adjustments to financial state-
ments.

m Several new features highlighting current happenings in
revenue recognition and the role of technology.

m Revised discussion of profit margin using Ben & Jerry’s
along with comparative analyses.

Chapter 5

m Revised presentation and new exhibits for the closing
process.

m New contemporary presentation of the work sheet using
Excel®. [A traditional acetate overlay presentation is
available in full color teaching transparencies. Power-
Point slides mimic the overlay.]

m Revised presentation and discussion of the statement of
cash flows as an integral part of the full set of financial
statements.

m New exhibits presenting the accounting cycle.

m New presentation of the classified balance sheet.

m Revised current ratio discussion using Harley-Davidson
and industry analyses.

Chapter 6

m New discussion comparing a service company and a
merchandiser.

m New presentation of the operating cycle of a merchan-
diser with credit or cash sales.

m New design of source documents including an invoice
and debit and credit memoranda.

m Revised presentation of merchandising sales and pur-
chases using the perpetual inventory system.

m Revised discussion on the transfer of ownership for in-
ventory.

m New discussion and presentation of merchandising cost
flows across periods.

m New comparison of cash and accrual measures of sales
and costs.

m Revised acid-test ratio and gross margin discussion using
J.C. Penney and industry analyses.

m New appendix on accounting for merchandising sales
and purchases under both the periodic and perpetual
inventory systems.



