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Accounting
drwlaall

c’ consists of three basic activities—it

29 (Grwlui gi) Gy dnuiil @il go ggaii A R M S

ACADEMY
Identification Recording Communication
¥k ] Jungd

-

Select economic Record, classify, and Prepare accounting
events (transactions) summarize reports

dalnidll dlaaill aaai

13lig ,aLinig,JLawi duwlaall pylaill alac|
(awlall alloell) Jatalig,uatinig . J "

cllnell

Analyze and interpret for users

‘.HD - II yﬂLull L 0 ug I“I -

The accounting process includes the bookkeeping function

yiléall dlwol ddyihg dymlaall dylaell ganii

Who Uses Accounting Data
Sawlaoll alill padiuwg jo

Management

ajlagl

Marketing giguu

Example

What price should Apple charge for an iPod
to maximize the company’s net income?

Example

Which PepsiCo product line is the most profitable?
Should any product lines be eliminated?

Apple A anpai gl wa sall peuwll Lo
dapull Jia Laln puheil iped jlaa Jildn

Sy palll ga PepsiCo d4apil gliil hi (i
faliigl hghi o i clel] a Jag

INTERNAL
USERS

Jgalall ggoaiiwmnll

Finance auw
Example

Is cash sufficient to pay dividends to
Microsoft stockholders ?

alylll tilesjgi gaal wala adill Ja
¢ microsoft 44 nalwol

Human Resources
Example &y piingll 3jlgall

Can General Motors afford to give its
employees pay raises this year?

dapi guhimi Ja General Motors aalai Jnai
Splell 1aa jgalll 4 Galyj Laydlhgo aio




Creditors ugiita Investors ...
Examples
Example

. . . : 2 ACADEMY
Will United Airlines be able to pay its debts Is General Electric earning satisfactory income?

as they come due? fLuapo I19a General Electric S pu (gdai Ja

Lle @)ali United Airlines 4y ggaiw Ja How does Disney compare in size and
Sladldaiul aic LRaigs alam profitability with Time Warner

g0 éuplig paall éua ga i gjlad wgs
$Time Warner &4 i

Taxing authorities (IRS): whether the company complies with tax laws
il pAll guilgéy pjili @4 pinll cuils 13 Lo seudlpall alilu
Regulatory Agencies (SEC): Whether the company is operating with prescribed rules
a)pianll aclgall laag Jaei dapdll cuila 13] Lo :auladl alaall
Customers: Whether the company will continue to honor warranties
alilnall clagll 8 poimim dapill cila 13] Lo ellnell
Labor unions : Whether the company able to pay increased wages

daljin jgai gaa L le @jald @apill cuila 13 Lo :JLloell alldi

Example : Indicate whether the following statements are true or false
dibls al dousuo ddWl Shball cols 13] bo s>

1- The three steps in the accounting process are identification, recording, and communication
True Juosilly Jazunidly (3322l b dasnlxall dlasll 6 Nl ighall
2- Bookkeeping encompasses all steps in the accounting process  False

dolall dalosll Wlghs gre> Josin »81 Gl
3- Accountants prepare, but do not interpret, financial reports

se
o prndiy 9909y 3 egiStg «dulloll j,Ladl slacl Horwlxoall agis
4- The two most common types of external users are investors and company officers False
4S5l gdgsannog (g praianadl Lot (pua s I (pao duianol) Leguis 33 Glegill
5- Managerial accounting activities focus on reports for internal users True .
a1l o aiiunol) dg>gall 3)ladl e dyylaBl duolall daiosl 355

Example : Who Uses Accounting Data? Aol SULI padiw (o

1- Can we afford to give our employees a pay raise? Human Resources

19231 (9 83 Lintbgo puio dalSi Jomxi gabaians Jo
2- Did the company earn a satisfactory income? Investgrs )
s yo Mo dSpindl Cadds> Jo
Management

Sl Judiunall (9 po1i83l Wl Zlixi Jo
4- |s cash sufficient to pay dividends to the stockholders? Finance

Sosadlurall 2b,31 Olajei gda) SIS sl Jo
Marketing
SU5 Al LSlo el s3I Lizxiial y2ull 92 Lo

Creditors
S>3 8)a Lgigss slaww Ll 8318 dSyuidl (HoSiuw J

= [/ 0
WY A\

3- Do we need to borrow in the near future?

5- What price for our product will maximize net income?

6- Will the company be able to pay its short-term debts?




the building blocks of accounting: ethics, principles, and
assumptions.

SLolid3lg . igalally «HLENSSI :duwlroll bl aclgdll L'J'I

Organizations Involved in Standard Setting:

slaall gos S dsluall oleizall A RM S

ACADEMY

Securities and Exchange Commission (SEC)

http://www . sec.gov/

@ Financial Accounting Standards Board (FASB)

http://www.fasb.org/

‘53’ International Accounting Standards Board

(IASB) http://www.iasb.org/
=) International financial reports standards IFRS

Both the IASB and the FASB are hard at work developing standards that will
lead to the elimination of major differences in the way certain transactions
are accounted for and reported

Jo Hilen jighil a3 (FASB) édloll aimball pulens gulang (IASB) adgall arwlaoll pulen gulaa o J4 Jooi
aic f1yllg dilaleall jAesd@ulan dapa a dun il alaling le cLAdll L) ($3gd Ji Lail

c’ Standards of conduct by which one’s actions are judged as right or wrong,
honest or dishonest, fair or not fair
alale pic gi dlale ,Gdaln pié gi ddaln ,dibhla gi éuan Lail cpall Jlebi Lle paall lalids go piy il dglwll pulea La
Recent financial scandals include: Enron, WorldCom, HealthSouth, AIG, and others
lajieg AIGg ,aiglw diliag ,pgh aljggg ,JgH! il i :aijaall yllall ilhall dlou
Congress passed Sarbanes-Oxley Act of 2002

2002 plel LwAgi-jiyjlw 9gild gupaigall jani
Effective financial reporting depends on sound ethical behavior
prlwll AUl dglull e dlleall yllall pylaill anied



Generally Accepted Accounting Principles (GAAP)

(GAAP) Lognc dlgudall dywlaall ;galiall

Q Financial Statements

@ Balance Sheet (Lol j5pnll dnild) arngoell ayiljiall

@ Income Statement  J32Jl dnlld
ACADEMY
@ Statement of Owner's Equity ~ @14lnll (§gda dnila

& Statement of Cash Flows uadill aliaaill dnilé

@ Note Disclosure (Gdapall alhauall) Alalaayl

Various users need financial information dulln alnglen LIl uodiimall waliin gling

The accounting profession has developed standards that are generally accepted and universally
practiced Lolle laduhi piig ingac dlgidn pulen pghis duwlaoll diaa cold \A

Cost Principle (Historical) )
(Guayylill aalaill) aalaill iain

c’ dictates that companies record assets at their cost
laidlaiiggnill Jrawi alapill Lle (iaall 13a) gaypay

Issues :

Reported at cost when purchased and also over the time the asset is held
Qe Blaisil apia Jigh Lagig elpillaic aalaill (Jgoll) laic §ill piy

Cost easily verified, whereas market value is often subjective

Fair value information may be more useful
@aila jiai dlalell doudll ddleiall aloglenll jgai ad

Example:

10/05/2018- The company purchased a land for $300.000
J1lga 300,000 gliay Laji @apinll cipiuill - 2018/05/10
31/12/2018- the fair value of the land is $400.000

Jilga 400,000 _,a gayill alalell anydll - 2018/12/31

What does the company do ?
Under the cost principle, it continue to report the land at
$300_000 J11ga 300,000 davdy ya)ill alja] b (G4 pill) paiwi,Galsill iatn qagay




Assumptions
dyulaall gagyall

MONETARY UNIT ASSUMPTION anaaill aagll yaya

requires that companies include in the accounting records only A R M S
transaction data that can be expressed in terms of money

Nl

ACADEMY
hdd duulaall Adawll La gjad gi aldpull Gle (iarall 132) gapay
agdi deung laic pueill ub_n.lu_ul dlloleall dlily

ECONOMIC ENTITY ASSUMPTION  &plaidul daagll yaya

requires that activities of the entity be kept separate and distinct from the
activities of its owner and all other economic entities

cilaagll aala geg laalln dhaiil e djrning dlnaio dlninll dhiiil cldy djgpa (iaall 1aa) gapas
Sl dalniaul

Forms of Business Ownership
Jlocill drala Jlaii

Proprietorship ] Partnership } Corporation
éapall duwwgall aalpill analwall a4l

Owned by one person Owned by two or more Ownership divided
?alg Jaiw lasing persons into shares of stock
Owner is often yial gi glniuh Laalag Ll Laga égalall pudd
manager/operator Often retail and service- pawi
g d.ILn.I! Ugb_l Lo LuLé type businesses Separate legal entity
(@Lisiall) Jediallg paoll | cing 4 alspi ggai Lo ke organized under state
Giloadlig aijaill

Owner receives any corporation law

profits, suffers any Generally .unl.ir.nited piy Jédimn igili gl [}
losses, and is personally || Personal liability Jgild c12gn) awwli
liable for all debts 639330 pé dpaduill dylgguua | (@lgallgl aulgll o alapul
.alydll aala Lle elllnll Jnay ple Jauu Limited liability

Jg4ug pilwall aala Jaaiig || Partnership agreement

; A oy e e Gagaanll drigguall
g9l groa g Lndii figgun aslpull dralail ? ’
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ACADEMY

Example:

Combining the activities of Kellogg and General Mills would

violate the 833gll yayal [5Laiil aepw en (Lo Jiyia)g (jgls) ispb dhiif goa g)
alnbniaill

a. cost principle c. monetary unit assumption

b. economic entity assumption d. ethics principle

A business organized as a separate legal entity under state

law having ownership divided into shares of stock is a

oA pawi L] laialo pudig dlgll ggild wagay Jéiwn Ligild glas phil Lill éliiall
dnalunll a4 pill

a. proprietorship. c. corporation.
b. partnership. d. sole proprietorship.

Example : Indicate whether the following statements are true or false
dibls> al dousuo AWl Slball cols 13] b 33>

1- Congress passed the Sarbanes-Oxley Act to reduce unethical behavior and decrease the
likelihood of future corporate scandals True

2Uad g9 dlaiol Jaliig LENSH aé okl 3o 32l (SOX) GlansSol-3iyluw 093l pu 2oLl 31

Juiiaaoll 9 Oyl }
2- The primary accounting standard-setting body in the United States is the Financial
Accounting Standards Board (FASB) True
(FASB) dlall duanlxoll yasleo pudxe b 8azxiall ldgll (9 damwlall juleoll 2udg) duusiyl disgll

3- The historical cost principle dictates that companies record assets at their cost. In later
periods, however, the fair value of the asset must be used if fair value is higher than its cost

False (P 3 g LgialsSiy Jguo3l Jazumis OIS pidl pgiii O e dudy W dalSl Tasn i
GAlSS o el dslall douil] S 13] JaoSU dslall dogill aladiasl cang (dissl Olyxall

4- A business owner’s personal expenses must be separated from expenses of the business to
comply with accounting’s economic entity assumption Tl‘ue

duaolnall 6 d33LaiB 3l a>g)l yoyd) Blitel Wlig Bliriall Casybas e Josll casbial dnaiidl ciyybaell Juad m

WY A\



he Basic Accounting Equation
drwlwill Guwlanll dlaleall

Owner's

Assets Liabilities Equity A R M S

ACADEMY

Provides the underlying framework for recording and summarizing economic
events dsbaibdl GlasBl parilis Jramid Guwlwil b3l [dmwlxell dsleol] y595

Assets are claimed by either creditors or owners
Walall i Galall Jud (o Lol JguoBL dlnall oy
Claims of creditors must be paid before ownership claims
5l SLlas Jud Guislall Olilas slaws

Assets
Jopll

Resources a business owns liriall LgSkoi Al 3)lgall
Provide future services or benefits dplidins g9lio ol Wloas 5993
Cash, Supplies, Equipment, etc Al . Olasall (Wlgadl) Wlagall (dyaiil

ELES
\ aloljilul

Claims against assets (debts and obligations) (©15g239 )933) Jgo3l 36 OlWlhas
Creditors - party to whom money is owed JWlb d la3 3l Gyl - Geislall
Accounts payable, Notes payable, etc &l . 28301 Glyol . paidladl bl (8

.t

|
Owner’s Equity M

a1alal ggha

Ownership claim on total assets (Wlagaig ()933) Jowo 3l s Olllas
Referred to as residual equity diiioll diskoll o> punl Laal] HLinj

Capital, Drawings, etc. (Proprietorship or Partnership)
(oloubl/ (ol dSyis ol d33y9 Bliinio) B «lgzumall \Jlall gl

Basic Equation | Assets = Liabilities + Owner's Equity h

Expanded Equation Assets = Liabilities + Own'ers - Own_ers + Revenues — Expenses
Capital Drawings

WY A\



Increases in Owner’s Equity
dralall Ggda b alaljl

Investments by owner clllall ailjlaiil ARMS

are the assets the owner puts into the business ACADEMY
aliinll 4 Joell galn laeay Lill Jgoill La
Revenues calalpl

result from business activities entered into for the purpose of earning income
JAall quud gage Ay plidll piy il dylaill dnniill g giii
Common sources of revenue are: sales, fees, services, commissions, |

interest, dividends, royalties ( payment received for the use of copyrights, M

natural resources) and rent
alijgi adlgall ,algaell cilaadll (aleiill) pgwpl dleuall 1A Clalpll aeildll jabaall
Jludllg (duerthil ajlgall gi pitill (g pladiml Julda Laodiml piy @lla) alglidl ,alyill

Q

Decreases in Owner’s Equity

atalnll §gda a4 alnlaiiil

Drawings <lgawanll
| An owner may withdraw cash or other assets for personal use
il pladiwill sl Jgnill gi djadill aw ellall jgay
Expenses ulagpnall |
are the cost of assets consumed or services used in the process of earning revenue \ A
dllpdl s atlac 46 dnddiwall dloasll gi dalaiwall Jgnill dalai o2
Common expenses are : salaries expense, rent expense, utilities expense, )
tax expense, etc

(altalig cLiyasll) Galpall cagpnn ,jlall dgpna ,ailgll dgpnn :a deilmll Alagpnall
&l ,uilpall agpno i

}
|



Q
A
2%
A=

Classify the following items as investment by owner, owner’s

—
drawings, revenue, or expenses. Then indicate whether each item
increases or decreases owner’s equity A R M S

gi ,calalp) gi ,clllo Aigawa gi ellall o jloiiwls dagllill agidll w@in ACADEMY
dralall (§gda go yadiy gi ajy iy Ja gla 13) Lo 313 pi.alagpan

Classification  Effect on Equity

Rent Expense

Service Revenue

Drawings

Salaries and Wages

Expense

Transactions %
Cillnlenll '

:’ are a business’s economic events recorded by accountants
Oswlmall dlasle) Lgluns 0.3 il SLiniol) dsLaisdl Glasl Lo
May be external or internal dulls gl dxz)ls (dlolaoll) oS 25
Not all activities represent transactions (ddbo) Wdolan Jind dlakni3l JS s

Each transaction has a dual effectantie’accounting equation
duwlall dslaall Lle 29350 15U dlolas JSI

Transaction Analysis
Guolenll Julai

Purchase Discuss product

Eyﬂ'lt computer de§|gn with Pay rept
& SoasaS sl potential customer L=l s
9808 e Jsos go giiadl axacs dibilin

| | |
Criterion Is the financial position (assets, liabilities, or ell 35l jusi Jo ]

- . e i‘ 1. 3‘
sbso owner’s equity) of the company changed? 9889 Q‘f:iu?’"" :

D
Yes m
Record/ | = ‘

» Don’t Record




TRANSACTION 1 | INVESTMENT BY OWNER

1 dlolenll

Lol Jud (o sLadianl

Classify the following items as investment by owner, owner'’s
drawings, revenue, or expenses. Then indicate whether each item A R M S

increases or decreases owner’s equity ACADEMY

MCyly cagu” pul lagle (Glhig au9ill dilgall aldyhi pghil @api a eadll "Jud Sl)" b
dyglwin @alij dlolenll ada e aiiy.a4apll ,a [adi juga 15,000 poiiwl ,2017 proiim 1 .

da1alall (ggdag Jgnlll 4

Assets = Liabilities + Owner's Equity

Trans- Gl & Accounts

Accounts " Owner's Owner's+
action Receivable

Payable Capital ~ Drawings
1. +15,000 +15,000

+ Supplies + Equipment = Rev. - Exp.

TRANSACTION 2 'PURCHASE OF EQUIPMENT FOR CASH

2 dloleanll

Tadi alaen clpi

Softbyte Inc. purchases computer equipment for $7,000 cash
Iadii j1ga 7,000 gliny pigiinacilaen Sy "Cyly CLagw” G4 }

Assets = Liabilities + Owner's Equity
Owner's
Trans- Accounts _ Accounts , Owner's s
eyl Cash + Bocelwabie B Supplies + Equipment = Payable + Capital Dra\:lng + Rev. - Exp.
1. +15,000 +15,000
2. -7,000 +7,000

TRANSACTION 3 'PURCHASE OF SUPPLIES ON CREDIT

3 dlolenll

X
|
Glwall Lle aloaao elpd \ A
Softbyte Inc. purchases for $1,600 headsets and other accessories expected to last
several months. The supplier allows Softbyte to pay this bill in October q

Q0w 1dg . Jauii Gael pgai gi géginll gog ,juga 1,600 daydy (Al dldalog Alclow "yl CLagw” G4 il (S piii
Hgial paui 4 d)gilall ada alawy @apill 3jgall

lllustration 1-8 Assets = Liabilities + Owner's Equity ]
Owner's
Trans- Accounts i : _ Accounts . Owner's A
aciian Cash + Receivable Supplies + Equipment = Payable + Capital Dra':mg + Rev. - Exp. }
1. +15,000 +15,000 m
2. -7,000 +7,000

+1,600

WY A\



TRANSACTION 4

4 dloleall

SERVICES PERFORMED FOR CASH
ARMS

Tadi aiload puadi
ACADEMY
Softbyte Inc. receives $1,200 cash from customers for app

development services it has performed

l@Agaiiy cuolé aldyhi pghi aloas Jylio cllaell 3o fadi jiga 1,200 glio "cuyly cLagw” @9y pliwi

Assets = Liabilities + Owner's Equity }

Trans-

+
action Cash

Receivable © SuPplies + Equipment = Payable Capital Drawing + Rev.

Accounts Accounts Owner's Owner’s \ A
+ - - Exp.
s

+15,000 +15,000
-7,000 +7,000

Q

+1,200

TRANSACTION 5  PURCHASE OF ADVERTISING ON CREDIT

5 dlolenll

wlwall le calitle] el

Softbyte Inc. receives a bill for $250 from the Daily News for advertising on its online

X

website but postpones payment until a later date |
nri9HAll Laeaga L le alille] Julin "jgai Ua" d31)3 go Tjuga 250 daydy d)gila "yl cLagu” 4 cralil
@Gall cuig Ll gaall aulai Laialg

Assets = Liabilities + Owner's Equity

Owner's
- Drawing + Rev. - Exp.
s

Trans- Cash & Accounts Accounts Owner's
action Receivable Payable Capital

1. +15,000 +15,000
-7,000 +7,000 )

+1,200 +1,200 D
-250 :

+ Supplies + Equipment =




TRANSACTION 6

6 dlolenll

~ SERVICES PERFORMED FOR CASH AND CREDIT
ARMS

Jallug Iadi ¢iload pyadi
ACADEMY
Softbyte performs $3,500 of services. The company receives cash of $1,500 from

customers, and it bills the balance of $2,000 on account

CaLdg cllnell (o jiga 1,500 ajad Ladi lelin a4qpill craliwl .jiga 3,500 dotdy Gload “culy CLagw” dapi cnad
(Glwall L) dipan dlbwat jilga 2,000 ajadg Atinll gliall

Assets = Liabilities + Owner's Equity

Owner's
Drawing + Rev. - Exp.
s

Accounts Accounts Owner's

Trans- i i =
Cash + + Supplies + Equipment = Payable Capital

action Receivable
+15,000 +15,000
-7,000 +7,000

+1,200

+1,500 +2,000

LLCU RV SOl Ay PAYMENT OF EXPENSES

7 dlolenll cilig I 8ﬁ3

Softbyte Inc. pays the following expenses in cash for September: office rent $600,
salaries and wages of employees $900, and utilities $200

Jgaig uilg) ,Juga 600 criaall jlay) ;pniyw pad ge Tadi aullill alagpanll "cyly CLagw” @S ph dreds
Jiga 200 (alLng cLipay) dolell (Galpallg ,jiga 900 Jjralhgall

Assets = Liabilities + Owner's Equity
Owner's
- Drawing + Rev. - Exp.
s

Accounts Accounts Owner's

Trans- : . _
Cash + + Supplies + Equipment = Payable Capital

action Receivable
1. +15,000 +15,000
-7,000 +7,000

+1,200

+1,500 +2,000
-1,700




! TRANSACTION 8

8 dlolenll

PAYMENT OF ACCOUNTS PAYABLE
aiilall cibbwall alam

Softbyte Inc. pays its $250 Daily News bill in cash. The company A R M S
previously (in Transaction 5) recorded the bill as an increase in ACADEMY
Accounts Payable cuilag fadi fjuga 250 a2l "jgai Ua” G243 é)gila "cyb cLagw” G5l (iedd

c"l.i.iIJJIGL!huaquﬂﬁaL;.j.b(SFLﬁjﬁ.LnLv.nJI?ﬁ)iuum"_ djgilall aaa cilaw aé aqpill

Assets = Liabilities + Owner's Equity
TS Gash + ACCOUNS . Suppiies + Equipment = ACSONIS , Owners Sr";'.":?ﬁ;' ¢ Rov. - Exp.

1.  +15,000 +15,000 }

2 7,000 +7,000

3. +1,600 +1,600

4. +1,200 +1,200

5 +250 -250

6 +1,500 +2,000 +3,500

7 -1,700 -600
-900
-200

8. -250 -250

LU RL SO R0 RECEIPT OF CASH ON ACCOUNT
? aloleall : Giga @ISl Jo &13di Janai

Softbyte Inc. receives $600 in cash from customers who had been billed for services (in

Transaction 6) pilga Jluyl (G il ellnell go iadi jiga 600 glin "cuil clagw” a4 pi craliwl
(6 pd) éloleall ,4) Glodd Jilio pal

Assets = Liabilities + Owner's Equity
Owner's
Trans- Accounts . . _ Accounts . Owner's .
o Cash + Recelvable + Supplies + Equipment = Payable + Capital DI‘E':II"IQ + Rev. - Exp.
1.  +15,000 +15,000
-7,000 +7,000

+1,200 +1,200

+1,500 +2,000 +3,500
-1,700

o S




" TRANSACTION 10

10 dlolenll

WITHDRAWAL OF CASH BY OWNER

cllall J4é 3o @uadi aligawn
Ray Neal withdraws $1,300 in cash in cash from the business for his A R M S
personal use ol anladiwy aapill go fadi juga 1,300 gln "Jui 1) am - ACADEMY

_' Assets = Liabilities + Owner's Equity
Tons: Cash + A o suppes + Eqipmant = SO + QTS Drovng + Rov. - B

1. +15,000 +15,000

2 -7,000 +7,000

3 +1,600 +1,600

4. +1,200 +1,200

5. +250 -250

6 +1,500 +2,000 +3,500

7 -1,700 -600
-900
-200

8. -250 -250

L +600 -600
10.  -1,300 -1,300

$8,050 + $1,400 + $1,600 + $7,000 $1,600 + $15,000 - $1,300 + $4,700 -$1,950

1 J1L J
T )

$18,050 $18,050

Summary of Transactions Y
cillolenll gailo

X
Each transaction is analyzed in terms of its effect on: |
a. The three components of the basic accounting equation \ A
b. Specific of items within each component
1oke Wil > o dlolse JS Jalxi o
Al 31 dunlall dslacl) &3 OUgSll .|
09Se JS J>1s 833wl poliall .o

The two sides of the equation must always be equal
Lodls dsleadl b (olunis of e }m



Example : Tabular Analysis
(Agaall Julaill

Transactions made by Virmari & Co., a public accounting firm, for
the month of August are shown below. Prepare a tabular analysis ARM S
which shows the effects of these transactions on the expanded ACADENY
accounting equation, similar to that shown in Illlustration

drwlao d4Spu &g ,(.Virmari & Co) ala g Sjlopta Gapm Lay dold Lill ddoleall LU Log

dyrwlanll dlaleall Lle culoleall ada L 28g4 1923 Jalai alach pd gulhwéi padl | dyigils

1. The owner invested $25,000 cash in the business
sJaill Jaell aladijuiga 25,000 glia clllall paiiwl \

Assets = Liabilities + Owner's Equity
Trans- . Accounts Owner's Owner's
+ = + - + -
action Cash Equiggiapt Payable Capital Drawings Rav. EXp:
1. +25,000 +25,000

2. The company purchased'$7,000%f office equipmenton credit
cilualfpgle jilga 7,000 ot Guian Glaea dapnll cpiml

Assets = Liabilities + Owner's Equity
Trans- _ Accounts , Owner's Owner's
action Cash + EqUEERS Payable * Capital ~ Drawings+ ol = (X
1. +25,000 +25,000

2. +7,000 +7,000

X
3. The company received $8,000 cash in exchange for services performed |
lan1adi i aload Jyldo 1adi juga 8,000 glin a4 il cialiwl \A
Assets = Liabilities + Owner's Equity
Trans- . Accounts = Owner's : :
action Cash + Equipment = Payable + Capital Dra\:mg + Rev. - Exp.
1 +25,000 +25,000

2. +7,000 +7,000 '




ACADEMY

4. The company paid $850 for this month’s rent
ALl paull jly Jldo Tjig 850 glia @apill ciedn

Assets = Liabilities + Owner's Equity

Trans- Cash & Eowipmisni = Accounts = Owner's i Owner's
action e Payable Capital Drawings

i |8 +25,000 +25,000

+ Rev. - Exp.

2. +7,000 +7,000 |

3. +8,000 +8,000 \

4, -850 -850

5. The owner withdrelw $1,000 cash for,personal use }
il pladiwl 134 j1iga 1,000 glio cllall waw

Assets = Liabilities + Owner's Equity
Trans- Accounts _Owner's ©
solion Cash + Equipment = Payable + Capital ~ Drawing + Rev. - Exp.

=
-

i +25,000 +25,000 S
2. +7,000 +7,000 ,(*
3. +8,000 +8,000 |

4. -850 -850 M
5. -1,000 -1,000 q

$31,150 + $7,000 $7,000 + $25,000 - $1,000 + $8,000 - $850

$38,150 $38,150 '




Financial Statements

ayllall pilgall

Income Statement
Jaall anila

Reports the revenues and expenses for a

specific period of time

Giaan drinj apial alagpaalig Alalpdl ”_ﬂJ

Lists revenues first, followed by expenses
alagpaall lagli iigi alalpyl gjad

Shows net income (or net loss)

(@jLwall aln gi) 2HI aln j.alcu

Does not include investment and withdrawal
transactions between the owner and the
business in measuring net income

Jlaiiwdl cilolea Jouii i
aliinllg cllall gy aligawallg
JHI Laln guldaic

Companies prepare four
financial statements )
dullo pilgd guji alapill aei

Balance Sheet
dngaell dgiljall
Reports the assets, liabilities, and owner"
equity at a specific date
3120 yli 4 dralall §gdag aloljililg Jgnill jyaf
Lists assets at the top, followed by liabilities and
owner’s equity )
éralall (ggdag aloljilul layli, Leill a8 Jgnill gjai
Total assets must equal total liabilities and owner's
equity Cloljill ,llnal go Jgnill Ilog] sglwiy Ji q
dialanll (ggdag
Is a snapshot of the company'’s financial condition
at a specific moment in time (usually the month-
end or yearend)
engll (Snapshot) "dhal” aef
diinjdhal adspull Lllall
gi pauill &ylai ,a dalc) daaan
(Giwll dilai

Question

ACADEMY
Owner’s Equity
Statement ..., s04a0is

Reports the changes in owner’s equity for a
specific period of time )
diinjdpial dialall (ggda L_.,n Alpreill jpai
diaan

The time period is the same as that covered by
the income statement
lathei Lill pidll guai La driojll dpiall
JAall anila

Statement of Cash Flows
duadill aldaaill aaild

Information on the cash receipts and payments
for a specific period of time
dlegaanlig dladill adnainll Jga dloglen Plﬁj
dixaandrinjapial diaaill
Answers the following

1- Where did cash come from? Sadill il (i g0
2- What was cash used for? $24ill paifwl aya
3-What was the change in the cash balance?

séyadill apng Ll iph sall jigill ga Lo

Which of the following financial statements is prepared as of a specific date?
f2320 Ayli 4 el aulill adloll pllgdll o i

a. Balance sheet c. Owner's equity statement

b. Income statement d. Statement of cash flows
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Financial Statements (Softbyte Inc, Sep 30)
L]

ARMS

ACADEMY

Assets = Liabilities + Owner's Equity
:E;:;‘: Cash + ;‘;‘;ﬂ:ﬁe + Supplies + Equipment = AI;:: ;ubr:g + %‘;;;::"’ - gr':ri::; + Rev. - Exp.
1. +15,000 +15,000
- -7,000 +7,000
3.
4. +1,200 +1,200
5.
6. +1,500 +2,000 +3,500
r & -1,700 -600

-250 -250 ]
! +600 -600
10. -1,300 -1,300

$8,050 + $1,400 + $1,600 + $7,000 $1,600 + $15,000 - $1,300 + $4,700 -$1,950

L J1 J
L |

$18,050 $18,050

Question

Net income will result during a time period when x
loaic diten atinjdpia Jua aupl gc'lln Gaaiy '

a. assets exceed liabilities Gloljildl jglaii Jgunill

b. assets exceed revenues alalpl jglaii Jgnill
c. expenses exceed revenues alalpl jglaii alagypnall

d. revenues exceed expenses alagpnall jglaii alalpl



The ending
balance in
owner'’s equity
is needed in

preparing the
balance sheet
daall pai ang
@loll Ggdal
alacd aglha
dungaell ailjsoll

——— Cash at the end of the ['H.'Tind

daialnll (ggda La dilaill aunj aaail agllho il Laln

SOFTBYTE

Income Statement
For the Month Ended September 30, 2017

Revenues
Service revenue
Expenses

Salaries and wages expense £900
Rent expense 600
Advertising expense 250
Utilities expense _200

Total expenses

Net income

SOFTBYTE

Owner's Equity Statement
For the Month Ended September 30, 2017

Owner’s capital, September 1
Add: Investments
Net income

Net income is needed to determine ending balance in owner’s equity

$ 4,700

Less: Drawings

Owner’s capital, September 30

SOFTBYTE

Balance Sheet
September 30, 2017

Assels

Cash
Account$ recewvable
Supplies
Equipment
Total asscts
Liabilities and Owner's Equity

Liabilities
Accounts‘pavable

Owner’s equity
Owner's capital

Total liabilities and owner's equity

SOFTBYTE

Statement of Cash Flows
For the Month Ended September 30, 2017

™

“ash flows from operating activities

S

§15000 __—

2,750« 17,750
7,78
1,300
$16,4°

$ 8,050
1,400
1,600
7,000

$ 18,050

$71,600

16,450 <

% 18,050

Cash I't'L'l,'I.]".‘-\. from revenues S 3,300

Cash payments for expenses (1,950)

Net cash provided by operating activities 1,350
Cash flows from inxuu[itl:.: aclivities

Purdhase of equipment (7,000)
Cash llows [rom financ ing activities

Investments by owner 515,000

Drawings by owner (1,300) 13,700
Net increase in cash 8,050
Cash at the beginning of the period 0

Nl

ARMS

ACADEMY

lllustration 1-9
Financial statements and
their interrelationships

Balance shee
and income
statement are
needed to
prepare

statement of

cash flows
lcalnicul piy
drngaell ayiljiall
alacy Jaall daildg
alaaaill aailé




X

2017. Flanagan reports financial information monthly

36,000

11,000 Jlulwagpno
2,000 diila cililun

Service Revenue ¢iload alp)

Rent Expense
Accounts Payable

(a) Determine the total assets of at December 31, 2017

The total assets are $27,000, comprised of
= Cash $8,000,

= Accounts Receivable $9,000, and

= Equipment $10,000

Revenues alalpyl

Presented below is selected information related to Flanagan Company at December 31,

Salaries and Wages Expense
Notes Payable
Owner’s Drawings

(b) Determine the net income reported for December 2017

aulnll pilgdll agiy

JLELiLa a4 i jani 2017 powa 31 4 LoS glélita 4 iy ddlein G)lidn tloglen ga aliai yagpenll  ACADEMY
Lyaui ddlall Ly lai

Equipment $10,000 alaen  Utilities Expense $ 4,000 (galn wgpnn

Cash 8,000 aiadi Accounts Receivable 9,000 éisan cibibma

7,000 Jjg9aigiilgyuagpnn
16,500

5,000

203 dljgi
clilall aligawn

2017 prowga 31 L4 Jgnlll lloa) 2aa

Jg4ilg g 27,000 2l Jgnill Lol
" "iJo

.Jllg2 8,000 :ciadii ©

.JUga 9,000 :(cilnc) Gilan alibwa @
Jjiga 10,000 :dilaen e

2017 prowga paul Jawall apl aln 231

Service revenue  dloadalpl $36,000
Expenses  clagpaall
Rent expense )l «dgpnn $11,000
Salaries and wages expense Jgalg ciilg) cagpan 7,000
Utilities expense (galpo cagpno 4,000
Total expenses dlagpaall il 22,000
Net income uHI Lhla $14,000
(c) Determine the owner’s equity at December 31,2017 2017 poua 31 a dllall Anlo (§g42 313

~

Public Accounting aolell duwlanll

Careers in auditing, taxation, and management
consulting serving the general public
/ilpallg g1aaill La diaall Aljluall

Jganall dole padi Lill dyylagl aljliniwilig

N in accounting

- Guulanll Jlao 0 drayhgll
Governmental Accounting diogaall duw

Careers with the IRS, the FBI, the SEC, public

colleges and universities, and in state and local

governments
AIRS) &ayynill ilpall dalna gal ériaall aljluall
aulall (§ljgill dirag (FBI) lljarall aldraaill aitag
89 ,61ngaall alenlalig aldallg (SEC) cilnjgullg

. ailgll alo

Explain the career opportunitie

dilanll alo \

Total assets [as computed in (a)] Jguil ilnal $27,000
Less: Liabilities dloljilil:laio aphnj
Notes payable 33 §ljgi $16,500
Accounts payable aiila ablwa 2,000 18,500
Owner’s equity cUlall dualo (Ggda $ 8,500
/

Private Accounting Ll drmlanll

Careers in industry working in cost accounting,
budgeting, accounting information systems, and
dclinll glhd 4 drianll aljlwall
éuwlan 4 Joell Jodii illg é)laillg

phig aypadill alijigallg ,cadlaill
wilpallg ,duwlaall alogleall

taxation

ey L

(V) il ~N

Forensic Accounting ayiliall duwlanll

Uses accounting, auditing, and investigative
skills to conduct investigations into theft and

fraud jraaillg Giéaillg duwlanll aljlan wyhgi

adpull lAs a6 alddaig alyaiclpal
Alall Juiallg

= [/ 0
WY A\

, '
Financial Statement Items
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Accounting i Action
Chapter 1

% ®
saxi pgdl Wloddss 8 yatiwl
lag 3 Lo

Our Groups

O

g aH)Kﬂl H
nTeIeg ram




