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1 An Introduction to Accounting 1.1 Accounting is an Information System 1.2 Forms of Organization 1.3 The
framework for The Preparation and Presentation of Financial Statements 1.4 Understanding of Financial
Statements Balance Sheet  Income Statement Statement of Owner’ s Equity Cash Flow Statement 1.5
Accounting and Its Profession 1.6 Accounting Elements and Using the Accounting Equation What is
Accounting Equation? Effects of Transactions on the Accounting Equation 1.7 Ethics in Accounting Some Basic
Ethical Standards Demonstration Problem Vocabulary Self-Test Questions Discussion Questions Exercises

Problems Mini-Case2 Recording Transactions 2.1 Economic Events and Business Documents 2.2 T Accounts
and Debit & Credit Types of Accounts Chart of Accountsand Ledger The Accounting Equation and the
Rules of Debits and Credits Normal Balances 2.3 Journalizing and Posting Transactions Journalizing
Transactions Posting Transactions 2.4 Preparing a Trial Balance Trial Balance Locating and Correcting Errors

Formatting Conventions 2.5 Using the Information - the Debt Ratio Demonstration Problem Vocabulary
Self-Test Questions Discussion Questions Exercises Problems3 Adjusting the Accounts, Preparing the
Statements, and Completing the AccountingCycle 3.1 The Need for Adjustments Time Period Principle Need
for Adjustments at the End of an Accounting Period Accrual and Cash Basis of Accounting 3.2 Adjusting the
Accounts Prepaid Expenses [ O 4 Accounting for Merchandising Enterprises5 Accounting for Cash,Trading
Securities and Receivables6 Inventories and Cost of Goods Sold7 Long-Term Assets:Investments,Fixed
Assets,Natural Resoureces and Intangible Assets8 Current and Long-Term Liabilities9 Owner's Equity10 Statement
of Cash Flows
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[0 O Depreciation is the term used for the expiration or using up of a capital [1 also known as longlived, fixed or
plantC] asset (I for example, equipment and buildingsC] . It is the allocation of the cost of a plant asset to expense
over its useful life.[] [ The following points define depreciation:[] [J Depreciation is similar to the expiration or
using up of a prepayment, except the a-mount of depreciation in each accounting period is based on subjective
estimates, in other words,judgment in terms of estimating the asset s useful life and estimating its salvage or trade-in
value.[J [0 Depreciation is an estimate of the decline in usefulness, not necessarily a decline invalue.[]

[0 Depreciation is a method of cost allocation, not asset valuation. A capital asset whosemarket value is increasing
would still be amortized [ except for those capital assets, such asland, that are not amortizedd . While the asset
generates revenues, it gradually wears out. Tomatch the expense of the asset to the revenues it is generating, the cost
of the asset must bespread over its useful life as an expense.[] [J The amount of the asset used in a period is
determined by allocating the net amortizablecost of the asset [1 original cost less expected trade.in allowancel]
over the expected useful life ofthe asset.
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