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Dear Colleagues/Friends,

As we roll out the new edition of Fundamental Accounting Principles, we thank each

of you who provided suggestions to improve our textbook. As teachers, we know
how important it is to select the right book for our course.This new edition reflects
the advice and wisdom of many dedicated reviewers, symposium and workshop
participants, students, and instructors. Our book consistently rates number one

in customer loyalty because of you. Together, we have created the most readable,

concise, current, accurate, and innovative accounting book available today.

Throughout the writing process, we steered this book in the manner you directed.
Reviewers, instructors, and students say this book’s enhanced presentation, graphics,
and technology cater to different learning styles and helps students better understand
accounting. Connect Accounting Plus offers new features to improve student learning and
to assist instructor teaching and grading. Our iPod content lets students study on the
go, while our Algorithmic Test Bank provides an infinite variety of exam problems. You

and your students will find all these tools easy to apply.

We owe the success of this book to our colleagues who graciously took time to help
us focus on the changing needs of today’s instructors and students. We feel fortunate
to have witnessed our profession’s extraordinary devotion to teaching. Your feed-

back and suggestions are reflected in everything we write. Please accept our heartfelt
thanks for your dedication in helping today’s students learn, understand, and appreciate

accounting.

With kindest regards,

Jobon . Wild  Ken W, Shaw  Barkana Oliuppeti

i B L et

iii



Y

= g
e e

CERTERRE

JUHN J W".D is a distinguished professor

of accounting at the University of Wisconsin
at Madison. He previously held appointments
at Michigan State University and the University
of Manchester in England. He received his
BBA, MS, and PhD from the University of
Wisconsin.

Professor Wild teaches accounting cours-
es at both the undergraduate and graduate
levels. He has received numerous teaching honors, including the
Mabel W. Chipman Excellence-in-Teaching Award, the departmental
Excellence-in-Teaching Award, and the Teaching Excellence Award
from the 2003 and 2005 business graduates at the University
of Wisconsin. He also received the Beta Alpha Psi and Roland
F. Salmonson Excellence-in-Teaching Award from Michigan State
University. Professor Wild has received several research honors and
is a past KPMG Peat Marwick National Fellow and is a recipient of

KEN W SHAW is an associate professor

of accounting and the Deloitte Professor at
the University of Missouri. He previously was
on the faculty at the University of Maryland
at College Park. He received an accounting
degree from Bradley University and an MBA
and PhD from the University of Wisconsin.
He is a Certified Public Accountant with work
experience in public accounting.

Professor Shaw teaches financial accounting at the undergradu-
ate and graduate levels. He received the Williams-Keepers LLC
Teaching Excellence award in 2007, was voted the “Most Influential
Professor” by the 2005, 2006, and 2010 School of Accountancy grad-
uating classes, and is a two-time recipient of the O'Brien Excellence
in Teaching Award. He is the advisor to his School's chapter of the
Association of Certified Fraud Examiners.

BARBARA CHIAPPETTA received ner

BBA in Accountancy and MS in Education
from Hofstra University and is a tenured full
professor at Nassau Community College. For
the past two decades, she has been an active
executive board member of the Teachers of
Accounting at Two-Year Colleges (TACTYC),
serving 10 years as vice president and as
president from 1993 through 1999. As an
active member of the American Accounting
Association, she has served on the Northeast Regional Steering
Committee, chaired the Curriculum Revision Committee of the
Two-Year Section, and participated in numerous national commit-
tees. Professor Chiappetta has been inducted into the American

iv

fellowships from the American Accounting Association and the Ernst
and Young Foundation.

Professor Wild is an active member of the American Accounting
Association and its sections. He has served on several committees of
these organizations, including the Outstanding Accounting Educator
Award, Wildman Award, National Program Advisory, Publications,
and Research Committees. Professor Wild is author of Financial
Accounting, Managerial Accounting, and College Accounting, each
published by McGraw-Hill/lrwin. His research articles on accounting
and analysis appear in The Accounting Review, Journal of Accounting
Research, Journal of Accounting and Economics, Contemporary
Accounting Research, Journal of Accounting, Auditing and Finance,
Journal of Accounting and Public Policy, and other journals. He is
past associate editor of Contemporary Accounting Research and has
served on several editorial boards including The Accounting Review.

In his leisure time, Professor Wild enjoys hiking, sports, travel,
people, and spending time with family and friends.

Professor Shaw is an active member of the American Accounting
Association and its sections. He has served on many committees of
these organizations and presented his research papers at national
and regional meetings. Professor Shaw's research appears in The
Accounting Review; Journal of Accounting Research; Contemporary
Accounting Research; Journal of Financial and Quantitative Analysis;
Journal of the American Taxation Association; Journal of Accounting,
Auditing, and Finance; Journal of Financial Research; Research in
Accounting Regulation; and other journals. He has served on the edito-
rial boards of Issues in Accounting Education, the Journal of Business
Research, and Research in Accounting Regulation. Professor Shaw
is co-author of Financial and Managerial Accounting and College
Accounting, both published by McGraw-Hill.

In his leisure time, Professor Shaw enjoys tennis, cycling, music,
and coaching his children’s sports teams.

Accounting Association Hall of Fame for the Northeast Region.
She had also received the Nassau Community College dean of
instruction’s Faculty Distinguished Achievement Award. Professor
Chiappetta was honored with the State University of New York
Chancellor's Award for Teaching Excellence in 1997. As a confirmed
believer in the benefits of the active learning pedagogy, Professor
Chiappetta has authored Student Learning Tools, an active learning
workbook for a first-year accounting course, published by McGraw-
Hill/lrwin.

In her leisure time, Professor Chiappetta enjoys tennis and
participates on a U.S.T.A. team. She also enjoys the challenge of
bridge. Her husband, Robert, is an entrepreneur in the leisure sport
industry. She has two sons—Michael, a lawyer, specializing in intel-
lectual property law in New York, and David, a composer, pursuing
a career in music for film in Los Angeles.
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Great performances result from pushing the limits through quality practices and reinforcing
feedback to strengthen abilities and motivation. Assist your students in achieving their peak
performance by giving them what they need to succeed in today's accounting principles course.

Whether the goal is to become an accountant or a businessperson, or simply to be an informed
consumer of accounting information, Fundamental Accounting Principles (FAP) has helped
generations of students succeed by giving them support in the form of leading-edge accounting
content that engages students, paired with state-of-the-art technology that elevates their
understanding of key accounting principles.

With FAP on your side, you’ll be provided with engaging content in a motivating style
to help students see the relevance of accounting. Students are motivated when
reading materials that are clear and pertinent. FAP excels at engaging students.

Its chapter-opening vignettes showcase dynamic, successful entrepreneurial
individuals and companies guaranteed to interest and excite students. This
edition’s featured companies—Research In Motion (maker of BlackBerry), Apple,
Nokia, and Palm—captivate students with their products and annual reports, which
are a pathway for learning financial statements. Further, this book’s coverage of the
accounting cycle fundamentals is widely praised for its clarity and effectiveness.

FAP also delivers innovative technology to help student performance. Connect
Accounting provides students with instant grading and feedback for assignments
that are completed online. Connect Accounting Plus integrates an online version
of the textbook with Connect Accounting. Our algorithmic test bank offers
infinite variations of numerical test bank questions. The Self-Quiz and Study,
Interactive Presentations, and LearnSmart all provide additional support to
help reinforce concepts and keep students motivated.

We’re confident you'll agree that FAP will help your students achieve
peak performance.



IACCOUNTING

McGraw-Hill Connect Accounting is an online assignment and assessment solution that connects your
students with the tools and resources needed to achieve success through faster learning, more efficient
studying, and higher retention of knowledge.

Online Assignments: Connect Accounting [a.g —
helps students learn more efficiently by providing ? eyt
feedback and practice material when they need . e e
it, where they need it. Connect grades homework s 7 rormopihEndedmommtsr .
automatically and gives immediate feedback on # Revenues
any questions students may have missed. Wl s i M
¢ Expenses
7 Salaries expense § 8,000
-re
9 Rent expense e
9 Rent expense-Office space L e R
i Rent expense-Selling space : 8,000
B Rent on factory building EJ] $ 9,000
Rent payable

Interactive Presentations: The interactive presen-
tations provide engaging narratives of all chapter learning e T s oy Vet
objectives in an interactive online format. The presentations | . oraccoms

are tied specifically to Fundamental Accounting Principles, |
20e. They follow the structure of the text and are organized
to match the learning objectives within each chapter. While
the interactive presentations are not meant to replace the
textbook in this course, they provide additional explanation
and enhancement of material from the text chapter, allow-
ing students to learn, study, and practice with instant feed-
back at their own pace.

Student Resource Library: The Connect
Accounting Student Study Center gives access to
additional resources such as recorded lectures,
online practice materials, an eBook, and more.
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Guided Examples: The Guided Examples
in Connect Accounting provide a narrated, ani-
mated, step-by-step walk-through of select
exercises similar to those assigned. These short
presentations provide reinforcement when stu-
dents need it most.

LearnSmart: LearnSmart adaptive self-study
technology within Connect Accounting helps
students make the best use of their study time.
LearnSmart provides a seamless combination of
practice, assessment, and remediation for every
concept in the textbook. LearnSmart’s intelligent
software adapts to students by supplying ques-
each account is summarized in . tions on a new concept when they are ready to

g ~ learn it. With LearnSmart, students will spend
less time on topics they understand and practice
more on those they have yet to master.

Self-Quiz and Study: The Self-Quiz and Study
(SQS) connects students to the learning resources

home reports # students need to succeed in the course. For each

Cikck on fhe chapter name to begin a chapler practice test
CICK o e aOw 10 See practice flest resuls, eadngs. study &S and practice prodiems
¢ most recent atiempt )

tost yourseit heip yourselt

pencece wats Questions comect  resdings. sy pracace

Chapr ¢ Recording

Transacti

G1 Expiin ne steps In processing iransactions

na the role of source documents

C2 Describe an account and s use In recording

transactions

€3 Descrive  ledger and a chart of accounts
C4 Define deats and crects and expian
doudie-entry accountng

P1 Record ransactons in 3 joumal and post
entres 1o a ledger

AT Analyze the Impact of transactions on accounts
ana fnanc al statements

P2 Prapare and expia the use of 3 trial baiance

alele|e|ls

P3 Prepare fnancial sttements from busness
ansactons

A2 Compute the Gent ratio and describe &3 use
ananzing feancial conaiion

chapter, students can take a practice quiz and imme-
diately see how well they performed. A study plan
then recommends specific readings from the text,
supplemental study material, and practice exercises
that will improve students' understanding and mas-
tery of each learning objective.
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Connect Accounting offers a number of powerful tools and features to make managing assignments easier,
so faculty can spend more time teaching. With Connect Accounting, students can engage with their course-
work anytime and anywhere, making the learning process more accessible and efficient. (Please see previ-
ous page for a description of the student tools available within Connect Accounting.)

Simple Assignment Management and Smart Grading

With Connect Accounting, creating assignments is easier than ever, so you can spend more time teaching
and less time managing. Connect Accounting enables you to:

* Create and deliver assignments easily with select end-of-chapter questions and test bank items.

* Go paperless with the eBook and online submission and grading of student assignments.

¢ Have assignments scored automatically, giving students immediate feedback on their work and side-
by-side comparisons with correct answers.

* Reinforce classroom concepts with practice tests and instant quizzes.

Student Reporting

Connect Accounting keeps instructors informed about how each oo Seoounens. 1Y & connect
student, section, and class is performing, allowing for more pro-
ductive use of lecture and office hours. The reporting function
enables you to:

| assignment results

| v e mam v 3 s debgrent v ieas

soiast sacsonis: s rsugormancs st ariompt

prape—— o B oot Ciow ©.4 O sorp

* View scored work immediately and track individual or group | e ey i e o
performance with assignment and grade reports. \
* Access an instant view of student or class performance . '
relative to learning objectives. | o i
» Collect data and generate reports required by : A
many accreditation organizations, such as T P ———]

AACSB and AICPA.

- category analysis

I e et i 30w e e

category salyss; 140 Seciine

o Tomnsans Macner e tosnan ¢ * Tounsens Aacaec wus ocesn 1
ropen sraases 65 2 41 4 T
roport dote range: i 41 294 1V i0e

© Svetlana Gryankina; iStockphoto

Instructor Library

The Connect Accounting Instructor Library is your repository for additional resources to improve student
engagement in and out of class. You can select and use any asset that enhances your lecture. The Connect
Accounting Instructor Library includes: access to the eBook version of the text, PowerPoint files, Solutions
Manual, Instructor Resource Manual, and Test Bank.

© David Pedre; iStockphoto




McGraw-Hill Connect Plus Accounting

McGraw-Hill reinvents the textbook learning experience for the
modern student with Connect Plus Accounting. A seamless
integration of an eBook and Connect Accounting, Connect Plus
Accounting provides all of the Connect Accounting features plus:

F ®

Analyzing and Recording Process

* An integrated eBook, allowing for anytime, anywhere access
to the textbook.

¢ Dynamic links between the problems or questions you assign
to your students and the location in the eBook where that
problem or question is covered.

¢ A powerful search function to pinpoint and connect key
concepts in a snap.

For more information about Connect, go to www.mcgrawhillconnect.com, or contact your local McGraw-Hill
sales representative.

H Tegrity Campus: Lectures 24/7
%oegrlty COmpUS Tegrity Campus is a service that makes class time available

24/7 by automatically capturing every lecture. With a simple
one-click start-and-stop process, you capture all computer screens and corresponding audio in a format that
is easily searchable, frame by frame. Students can replay any part of any class with easy-to-use browser-
based viewing on a PC or Mac, an iPod, or other mobile device.

Educators know that the more students can see, hear, and experience class resources, the better they learn.
In fact, studies prove it. Tegrity Campus’s unique search feature helps students efficiently find what they
need, when they need it, across an entire semester of class recordings. Help turn your students’ study time
into learning moments immediately supported by your lecture. With Tegrity Campus, you also increase
intent listening and class participation by easing students’ concerns about note-taking. Lecture Capture will
make it more likely you will see students’ faces, not the tops of their heads.

To learn more about Tegrity watch a two-minute Flash demo at http://tegritycampus.mhhe.com.

McGraw-Hill Customer Care Contact Information

At McGraw-Hill, we understand that getting the most from new technology can be challenging. That's why
our services don’t stop after you purchase our products. You can e-mail our Product Specialists 24 hours a
day to get product training online. Or you can search our knowledge bank of Frequently Asked Questions on
our support Website. For Customer Support, call 800-331-5094 or visit www.mhhe.com/support. One of our
Technical Support Analysts will be able to assist you in a timely fashion.




How Can Text-Related Web Resources Enrich My Course?

Online Learning Center (OLC)

© Okea; iStockphoto

We offer an Online Learning Center (OLC) that follows Fundamental Accounting Principles
chapter by chapter. It doesn't require any building or maintenance on your part. It's ready to
go the moment you and your students type in the URL:
www.mhhe.com/wildFAP20e

As students study and learn from Fundamental Accounting Principles, they can visit
the Student Edition of the OLC Website to work with a multitude of helpful tools:

» Generic Template Working » Narrated PowerPoint®
Papers Presentations*

» Chapter Learning Objectives » Video Library

* Interactive Chapter Quizzes * Excel Template Assignments

+ PowerPoint® Presentations * iPod Content*

* indicates Premium Content

A secured Instructor Edition stores essential course materials to save you prep time
before class. Everything you need to run a lively classroom and an efficient course is
included. All resources available to students, plus.. . .

= Instructor’s Resource Manual

« Solutions Manual

» Solutions to Excel Template Assignments

* Test Bank

« Solutions to CYGL, Peachtree, and QuickBooks templates

The OLC Website also serves as a doorway to other technology solutions, like course
management systems.

“There are numerous materials and resources available for the instructor. | love how everything is on one

Website and there is no need for a CD or different supplements/materials that need to be carried around.”

—Jeanine Metzler, Northampton Community College, on the OLC

Blackboard
www.blackboard.com

eCollege
L WebCT

Online Course Management

No matter what online course management system you use (WebCT, BlackBoard,
or eCollege), we have a course content ePack available for FAP 20e. Our new ePacks
are specifically designed to make it easy for students to navigate and access content
online. They are easier than ever to install on the latest version of the course man-
agement system available today.

Don’t forget that you can count on the highest level of service from McGraw-Hill.
Our online course management specialists are ready to assist you with your online
course needs. They provide training and will answer any questions you have
throughout the life of your adoption. So try our new ePack for FAP 20e and make
online course content delivery easy and fun.



CourseSmart

CourseSmart is a new way to find and buy eTextbooks. CourseSmart has the largest selection

of eTextbooks available anywhere, offering thousands of the most commonly adopted textbooks
from a wide variety of higher education publishers. CourseSmart eTextbooks are available in one
standard online reader with full text search, notes, and highlighting, and email tools for sharing
between classmates. Visit www.CourseSmart.com for more information on ordering.

iPod Content

How Students Can Study On the Go Using Their iPods

Harness the power of one of the most popular technology tools students use
today—the Apple iPod. Our innovative approach allows students to down-
load audio and video presentations right into their iPod and take learning
materials with them wherever they go. Students just need to visit the Online
Learning Center at www.mhhe.com/wildFAP20e to download our iPod con-
tent. For each chapter of the book they will be able to download audio nar-
rated lecture presentations for use on various versions of iPods. iPod Touch
users can even access self-quizzes.

It makes review and study time as easy as putting on headphones.

How Can McGraw-Hill Help Teach My Course Online?

Improve Student Learning Outcomes and
Save Instructor Time with ALEKS®

ALEKS is an assessment and learning program that provides indi-
vidualized instruction in accounting. Available online in partnership
with McGraw-Hill/Irwin, ALEKS interacts with students much like a
skilled human tutor, with the ability to assess precisely a student’s
knowledge and provide instruction on the exact topics the student is
most ready to learn. By providing topics to meet individual students’
needs, allowing students to move between explanation and prac-
tice, correcting and analyzing errors, and defining terms, ALEKS
helps students to master course content quickly and easily.

ALEKS also includes an Instructor Module with powerful, assignment-
driven features and extensive content flexibility. The compli-
mentary Instructor Module provides a course calendar, a customi-
zable gradebook with automatically graded homework, textbook
integration, and dynamic reports to monitor student and class prog-
ress. ALEKS simplifies course management and allows instructors
to spend less time with administrative tasks and more time directing
student learning.

ALE KS®

uinmaaum-t genioms | { trgion ¢ igmL b
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of g (Sole Prop ip)

e Course Mastery
viyrie (87 of 188 Topics)

> Property, Plant, and Equipment

(3 of 14)
> Cash and Cash Equivatent
(6 of 15)

» Partnerships
B (13 of 15)

Partnerships
"] Retirement of a Partner
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To learn more about ALEKS, visit www.aleks.com/highered/business.

ALEKS is a registered trademark of ALEKS Corporation.
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Using Accounting for Decisions

Whetherwe prepare, analyze, orapply accounting information,
one skill remains essential: decision-making. To help develop
good decision-making habits and to illustrate the relevance of
accounting, our book uses a unique pedagogical framework
we call the Decision Center. This framework is comprised of
a variety of approaches and subject areas, giving students
insight into every aspect of business decision-making; see
three examples to the right and one below. Answers to Decision
Maker and Ethics boxes are at the end of each chapter.

Inventory Turnover
Earlier chapters described two important ratios useful in evaluating a company’s short-term liquidity: cur-

rent ratio and acid-test ratio. A merchandiser's ability o pay ts short-term obligations also depends on
how quickly it sells its merchandise inveatory. Inventory turnover, also called merchandise inventory
rurnover, is one ratio used 10 assess this and is defined in Exhibit 6.13

EXHIBIT 6.13

Inventory Turnover

Cost ot goos ald.

o g ey

Learning Objectives

PROCEDURAL

nd explain adjusting
p.97)

P4 Appendix 3A—Explain the alterna
1 accounting for prepaids. (p. 113

This section discusses differes en U.S. GAAP and IFRS in the items and costs making up merchan-

l

dise inventory, in the methods ign costs to inventory, and in the methods 1o estimate inventory values.
Items and Costs Making Up Inventory Both US. GAAP and II'R nclude broad and similar
idance for the items and costs making up merc r-

s. merchandise inventory includes all item:
chandise inventory includes costs of expenditures
a salable condition and location

. aeesy o sidirectly i biag those itens 10

Assigning Costs to Inventory Both U.S. GAAP and IFRS allow companies to use specific identi- i
fication in assigning costs to inventory. Further, both systems allow companies to apply a cost flow assumption
{ Average. and LIFO. However, IFRS does not (cur-
progresses, this prohibition may or may not persist

The usual cost flow assumptions are: FIFO, W
rently) allow use of LIFO. As the convergen

Estimating Inventory Costs The value of inventory can change while it awaits sale to customers.

That value can decrease or increase.

Decreases in Inventory Value Both U.S. GAAP and IFRS require companies (o write down (reduce the

cost recorded for) inventory when its value falls below the cost recorded. This is referred to as the lower q

of cost or marker method explained in this chapter. U.S. GAAP prohibits any later increase in the recorded

value of that inventory even if e in later periods

However. IFRS allows reversal 2 For example, if
RIM  Research In Motion wrote y from $622 million to $600 million, it could not re-
verse this in future periods even if its value increased to more than $622 million. However, if RIM applied
IFRS, it could reverse that previous loss. (Another dif is that value refers 1o under

Decision Insight

Revenue Spread The New Orleans Saints have Uneamed Revenues
of about $60 million in advance ticket sales. When the team plays its home
games, it settles this liability to its ticket holders and then transfers the
amount earned to Ticket Revenues. B

(7) Decision

Credit Manager As a new credit manager, you are being trained by the outgoing manager. She explains

that the system prepares checks for amounts net of favorable cash discounts, and the checks are dated the

last day of the discount period. She also tells you that checks are not mailed until five days later, adding that

“the company gets free use of cash for an extra five days, and our department looks better. When a supplier
complains, we blame the computer system and the mailroom.” Do you continue this payment policy? I

T

M) Decision

Financial Planner One of your clients asks if the inventory account of a company using FIFO needs
any “adjustments” for analysis purposes in light of recent inflation. What is your advice? Does your advice
depend on changes in the costs oi these mvemones7 I

CAP Model

The Conceptual/Analytical/Procedural (CAP) Model allows
courses to be specially designed to meet your teaching needs
or those of a diverse faculty. This model identifies learning
objectives, textual materials, assignments, and test items by
C, A, or P, allowing different instructors to teach from the
same materials, yet easily customize their courses toward a
conceptual, analytical, or procedural approach (or a combina-
tion thereof) based on personal preferences.

New Global View

This section explains international accounting practices relating
to the material covered in that chapter. This section is purpose-
fully located at the end of each chapter so that each instructor can
decide what emphasis, if at all, is to be assigned to it. The aim of
this Global View section is to describe accounting practices and to
identify the similarities and differences in international account-
ing practices versus that in the U.S. As we move toward global
convergence in accounting practices, and as we witness the likely
conversion of U.S. GAAP to IFRS, the importance of student fa-
miliarity with international accounting grows. This innovative
section helps us begin down that path of learning and teaching
global accounting practices.

lhe chamer apeners are ahsululelv excellent and include entrepreneurs that the Students can easulv relate to. This helus
the students understand the need/importance of accounting in a small business.”

—Michelle Grant, Bossier Parish Community College




Completing the Accounting Cycle
| |
Closing Process Accounting Cycle

+ Temporary and = Definition of . Classification
accounting cycle structure
* Review of accounting « Classification

Work Sheet

+ Benefits of a work

sheet permanent accounts
* Use of a work sheet

* Closing entries

* Post-closing trial cycle categories
balance

Quick Check

Answers — p. 156

7. Classify the following assets as (1) current assets, (2) plant assets, or (3) intangible assets:
(a) land used in operations, (b) office supplies, (¢) receivables from customers due in 10 months,
(d) insurance protection for the next 9 months, (e) trucks used to provide services to customers,
(f) trademarks.

8. Cite at least two examples of assets classified as investments on the balance sheet.

9. Explain the operating cycle for a service company.

Chapter Preview
With Flowchart

This feature provides a handy textual/
visual guide at the start of every chapter.
Students can now begin their reading
with a clear understanding of what they
will learn and when, allowing them to
stay more focused and organized along
the way.

Quick Check

These short question/answer features
reinforce  the material immediately
preceding them. They allow the reader to
pause and reflect on the topics described,
then receive immediate feedback before
going on to new topics. Answers are pro-
vided at the end of each chapter.

“The author(s) are doing an excellent job of using learning and study aids. The examples

are real-world and easy to understand. | cannot think of anything else that [ would add.”

—Shirly Kleiner, Johnson County Community College

g transactions is to post journal entries to  Point: Computerized systems often
: Iedger is up—towdate, entries are pOS[Cd as provide a code beside a balance such
N its. All . b d as dr. or cr. to identify its balance. Posting is
:\.,1'1 time permlts' entries must be pOSte automatic and immediate with accounting
| to ensure that account balances are up-to-  software
bits in journal entries are transferred into

Marginal Student
Annotations

These annotations provide students with
additional hints, tips, and examples to
help them more fully understand the con-
cepts and retain what they have learned.
The annotations also include notes on
global implications of accounting and fur-
ther examples.
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- DEMONSTRATION PROBLEM

The partial work sheet of Midtown Repair Col by A NNING THE SOLUTION

® Extend the adjusted trial balance account balances 1o the appropriate financial statement columns.

* Prepare entrics 10 close the revenue accounts to Income Summary, 10 close the expense accounts 0 In-
10 the capital account

# Post the first an d closing entries to the Income Summary account. Examine the balance o

income summar, rify that it agrees with the net income shown on the work sheet

Once a student has finished reading the chapter, how well he
or she retains the material can depend greatly on the questions,
exercises, and problems that reinforce it. This book leads the
way in comprehensive, accurate assignments.

# Post the thir o the capital account.

Demonstration Problems present both a problem ] x:'d'xmb‘:(cm) e ® Usethe work seet' wo ight-most columas and your answer in part 4 10 prepare the classified
and a complete solution, allowing students to review the e SOLUTION TO DEMONSTRATION PROBLEM

1. Completing the work sheet

entire problem-solving process and achieve success. - T——

Chapter Summaries provide students with a review organized by learning
objectives. Chapter Summaries are a component of the CAP model (see page xii),
which recaps each conceptual, analytical, and procedural objective.

Key Terms are bolded in the text and repeated at the end of the
chapter with page numbers indicating their location. The book also

Average cost (p. 234) First-in, first-out (FIFO) (p. 233)

(SO contlnt (5. 233) € wbe peadi el (¢ 420 includes a complete Glossary of Key Terms.
Consignee (p. 228) Interim statements (p. 251)
‘Consignor (p. 228) Inventory turnover (p. 241)

Consistency concept (p. 237) Last.in, first-out (LIFO) (p. 233) S T

Multiple Choice Quiz \nsy p. 269 i Multiple Choice Quiz Questions quickly test chap-
‘ ter knowledge before a student moves on to complete
Quick Studies, Exercises, and Problems.

A Quiz Questions are avail at the book’s Website,

Use the following information from Marvel Company for the month 3. Assume that Ma
of July to answer questions | through 4. ventory system.
beginning invent§®
July | Beginning inventory 75 units @ $25 each 45 units from the]
July 3 Purchase ......... . 348 units @ $27 each its ending invent
July 8 Sale 3 .. 300 units a. $2,940 .

beginning inventory and purchases for the month of January. On January QUICK STUDY QuiCk stu dy assignments are short
What is the cost of the 155 units that remain in ending inventory at . .
B Beses on o pespctue) iy ysiean S usc GEFIFOT (Round . ‘08,61 exercises that often focus on one learning
ut inventory balances to the dollar.) . . . . .
i e objective. Most are included in Connect
Units  Unit Cost 1 7 .
o 2% st T S P Accountfn.g. There are usually 8-10 Quick
Ay 9 e 6 60 Study assignments per chapter.

January25 ....... ] 660

Exercises are one of this book’s many strengths and a
Competitive advantage_ There are about 10_15 per Chapter 500 of goods to China Co., and China Co. has arranged to sell the goods EXERCISES

or and the consignee. Which company should include any unsold goods

and most are included in Connect Accounting. Exercise 6-1
ipped 3850 of merchandise FOB destination to China Co. Which com-  inventory ownership (1
of merchandise in transit as part of its year-end inventory?

A ——— ——eg | purchased the contents of an estate for $37,500. Terms of the purchase  Exercise 6-2
| {cost of transporting the goods to Duke Associates’ warehouse was $1.200.  Inventory costs
nee sheetac-  PROBLEM SET A -

| information

{ Problem 3-1A
bmpany pur- Preparing adjusting and

ptory of sup-  subsequent journal entries T"CC sheet PROBLEM SET B
| 0 APl formati

? k) Problem Sets A & B are proven problems that can
be assigned as homework or for in-class projects. All prob-
lems are coded according to the CAP model (see page xii),

and Set A is included in Connect Accounting.

" Problem 3-18
{ year, the Preparing adjusting and

The sup- subsequent journal entries

Cl A1 Pt

PUT AWAY YOUR RED PEN!

We pride ourselves on the accuracy of this book’s assignment materials. Independent
research reports that instructors and reviewers point to the accuracy of this book's
xiv assignment materials as one of its key competitive advantages.

come Summary., to close Income Summary to the capital account, and to close the withdrawals account



Beyond the Numbers exercises ask students to use

accounting figures and understand their meaning. Stu- REPORTING IN wTH 9 7 ter 2o Rensarch 1 Mo Oaac il cosbie W Apyomii A
dents also learn how accounting applies to a variety of mlin Required j v
business situations. These creative and fun exercises are : [:Mmypflu‘rlgu'lhni“:‘uh:::lefmﬂpf:r:‘dwr:lﬁ:]rl{lnﬁi
all new or updated, and are divided into sections: e ond s i et (v e B e
k Reporﬁng in ACtion 3 Taklng lt TO The Net :”:\::':ﬂl;:wm'hInMulum'sﬁnzlm‘ud\mtemnl»lﬁmnlflk']lm’ﬁv:al)m y
* Comparative Analysis * Teamwork in Action e e
» Ethics Challenge « Hitting the Road
» Communicating in « Entrepreneurial Decision

Practice * Global Decision

Serial Problem uses a continuous running case study
to illustrate chapter concepts in a familiar context. The Se-
rial Problem can be followed continuously from the first
chapter or picked up at any later point in the book; enough
information is provided to ensure students can get right
to work.

SERIAL PROBLEM
Business Solutions

Pt PP

% os

2011) follows.

“Well planned, and very organized. A very thorough coverage of all topics. Easy to read and comprehend.”

— Linda Bolduc, Mount Wachusett Community College

The End of the Chapter Is Only the Beginning Our valuable and proven assignments aren’t just confined to
the book. From problems that require technological solutions to materials found exclusively online, this book’s end-of-chapter
material is fully integrated with its technology package.

aconnect Quick Studies, Exercises, and Problems eXceI * Problems supported with Microsoft

accountve  @vailable in Connect are marked with mmecomwiarare  EXCel template assignments are
an icon. marked with an icon.

- Problems supported by the General *+ Material that receives additional
Ledger Application Software E coverage (slide shows, videos, audio,
Peachtree, or Quickbooks are marked etc.) available in iPod ready format |
are marked with an icon.

=

i with an icon.

Interactive Quizzes, Excel template are often identified with an icon.
assignments, and more.

* Assignments that focus on global
G * Online Learning Center (OLC) includes accounting practices and companies

The authors extend a special thanks to accuracy checkers Barbara Schnathorst, The Write
Solution, Inc.; Helen Roybark, Radford University; Beth Woods, CPA, Accuracy Counts;

and David Krug, Johnson County Community College. e
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This edition’s revisions are driven by instructors and students. General revisions to the entire book follow (including

chapter-by-chapter revisions):

e Revised and updated assignments throughout o

e Updated ratio (tool) analyses for each chapter

e New material on International Financial Reporting Standards
(IFRS) in most chapters, including global examples

e New and revised entrepreneurial examples and elements

e Revised serial problem through nearly all chapters

e New art program, visual info-graphics and text layout

Chapter 1

Facebook NEW opener with new
entrepreneurial assignment

Streamlined and consolidated

learning objectives

New section on International Standards
and convergence

Revised section on accounting principles,
assumptions, and constraints

New visual layouts for conceptual framework
and the building blocks of GAAP

New discussion of conceptual framework
linked to IFRSs

New graphic discussing fraud control

in accounting

Updated compensation data in exhibit

Chapter 2

CitySlips NEW opener with new
entrepreneurial assignment
Reorganized and streamlined

learning objectives

Revised introduction of

double-entry accounting

New 4-step process for analyzing, recording,
and posting transactions

Revised layout for transaction analysis
New discussion on accounting quality

Chapter 3

Cheezburger Network NEW opener with new
entrepreneurial assignment

Updated 3-step process for adjusting accounts
Enhanced and streamlined presentation of
accounting adjustments

Revised info-graphics for adjusting entries
Enhanced exhibit on steps in preparing
financial statements

Expanded discussion of global accounting

Chapter 4

Gamer Grub NEW opener with new
entrepreneurial assignment

Slightly revised steps 1 and 2 of work sheet

xXvi

assignments

New Research In Motion (maker of BlackBerry) annual report
with comparisons to Apple, Palm, and Nokia (IFRS) with new

¢ Updated graphics added to each chapter’s analysis section
e New technology content integrated and referenced in the book

¢ New Global View section in each chapter referencing interna-
tional accounting including examples using global companies

¢ New assignments covering international accounting

Enhanced graphics for closing process
Enhanced details for general ledger
after the closing process

Updated color-coded work sheet

Chapter 5

Heritage Link Brands NEW opener with new
entrepreneurial assignment

Streamlined learning objectives

New 2-step presentation for recording
merchandise sales and its costs

Revised presentation on purchase returns
New discussion on fraud and invoices
Revised discussion of gross margin

Chapter 6

Fitness Anywhere NEW opener with new
entrepreneurial assignment

Streamlined presentation for lower of cost or
market (LCM)

Color-coded graphic for introducing cost flow
assumptions

Enhanced graphics for learning

inventory errors

Expanded discussion on inventory controls
Expanded explanation of inventory accounting
under IFRS

Chapter 7

New Belgium Brewing Company NEW opener
with new entrepreneurial assignment
Streamlined learning objectives

Enhanced graphics for special journals
Detailed four benefits from subsidiary ledgers
Updated ERP presentation

Revised discussion of segment returns

Chapter 8

Dylan’s Candy Bar REVISED opener with
new entrepreneurial assignment

Enhanced SOX discussion of controls,
including the role of COSO

Streamlined learning objectives

New material on drivers of human fraud

New graphic introducing a bank reconciliation
with links to bank and book balances
Updated graphic on frequent cyber frauds
New graphic on drivers of

financial misconduct

Chapter 9

LaserMonks NEW opener with new
entrepreneurial assignment

Streamlined learning objectives
Reorganized recording of credit sales
Further clarification of interest formula
Enhanced graphics for bad debts estimation

Chapter 10

Games2U NEW opener with new
entrepreneurial assignment

Reorganized learning objectives

Added entry to record impairment

Enhanced discussion of asset sales

Expanded explanation of asset valuation
under IFRS

Updated all real world examples and graphics

Chapter 11

SnorgTees NEW opener with new
entrepreneurial assignment

Updated tax illustrations and assignments
using most recent government rates

New data on frauds involving

employee payroll

New entry to reclassify long- to short-term
debt

Updated all real world examples and graphics

Chapter 12

Kids Konserve NEW opener with new
entrepreneurial assignment

New 3-step process for partnership liquidation
New statement of liquidation introduced
Enhanced discussion of partnership
liquidation



