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o el ulaed - Accounting defination
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Financial Accounting — 4xwlas Ak
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Managerial Accounting — 4xulss S s
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sl 3 - The fundamental accounting equation
alalaa o Haudy

S ) B0 S 0 558 yise (o e WLSA dile Dt o aulas o
Luca Pacioli, a Renaissance era ) <&l s s osbwi ) 2 ¢ oy Sl
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S22 5l 8l de gana o g (assets) 3 (entr[y) A 3 SN g g9 70 c;“‘b

s 4l 4y (creditors) SssS0s U5 52 o> s (SssS Lol osa s Jl sriald
.53k 4l 4 (owners) Sk 2

(Owner's equity) & _» s> 2 + (liabilities) 455 = (assets) («ik
&> Sl o S
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Fundamental Accounting Equation

Assets Liabilities + Owner's Equity

or

T e e | Owner's Equity = Assets - Liabilities

Balance Sheet

Assets Liabilities

All Balance Sheets are in this
format:

assets on the left

Owner’'s Equity

liabilities and equity on
the right




(assets) (i

a4 Y c(cash) w&:}aﬁiﬁécﬁﬂ‘&*}\ R RIT L..SJL.\AEE\ TBINAT S PEPYRPPR PN
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= Liabilites + Owner’s Equity

ASSETS
, Casl LIABILITIES

* Inventory (creditors’ ownership of interest of

+ Building assets)

* Equipment +
* Furniture

* Supplies OWNER,S EQUITY

* Vehicle (investors’ ownership of interest of
assets)

The Accounting Equation

Liabilities — 43552
o> Dhagad )5 wlaaa 5l s SHs A g e Al o (oA )k 4an
.2 (extensions of credits) 435 . .sS 43kl ) (S (5 Sl s

Examplese of liabilities

Notes Payable.

Accounts Payable.

Salaries Payable.

Wages Payable.

Interest Payable.

Other Accrued Expenses Payable.
Income Taxes Payable.

Customer Deposits.
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Balance sheet - 4L (i
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- EDELWEISS CORPORATION
Balance Sheet
December 31, 20X3

Assets Liabilities

Cash $ 25000 Accounts payable $ 50,000

Accounts receivable 50,000 Loans payable 125000
Inventories 35,000 Total liabilities $175,000
Land 125,000 Stockholders’ equity

Buildings 400,000 Capital stock $120.000
Equipment 250,000 Retained eamings _600.000

Total stockholders’

Other assets 10,000 ;
equity

Total assets $895000 Total Liabilities and equity

How transactions impact the accounting equation
— S el dobae dy anlae a lalaa (530 S0 g 4S5 &

e 5230 SR (o5 2 (S Ul e SSA 5 45 (balance sheet) 44 o3k o
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A S e n Shagw o) nelacs 8w 58 el saily (accounts) sisbes 43 (equity)
12 55 ssbse oy Aiga o gl gddn S5 (gl ) (S5 Ol (S s gl 4y s
i slabae 5 Shsw H R W ol il sa lsw 52 2 T s uS o pu 4SS A
52900 A8 il 2 laes 5l 5 S

o5 Jl (account receivable) (s sl 4 s s s 4 S8 G s dal
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account ) Clus g Syl 4y 3 5o (5 0d (Sde aldlra o Shgwaca d sl
sxY S (balance sheet) 4l (3ln 43 5305 (558 G55 4S 55 4 (receivable
16S Adsial ) sl J s

account ) sy Syl Y > (asset) il o g S )R a4
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EDELWEISS CORPORATION EDELWEISS CORPORATION
Balance Sheet Balance Sheet
December 31, 20X3 December 31, 20X3
(before indicated transaction) (after indicated transaction)

Assets Assets

Inventories ; Inventories :
Land 125,000 Land 125,000
Building 400,000 Building 400,000
Equipment 250,000 Equipment 250,000
Other assets Other assets

Liabilities Liabilities
Accounts payable $ 50,000 Accounts payable $ 50,000
-FH-FH‘!-FH-1 25 ODO .....................
$175,000
Stockholders’ equity Stockholders’ equity
Capital stock $120,000 Capital stock $120,000

600,000 600,000

Total liabilities and equity Total liabilities and equity

48) 50 5l Jiwadl s (loans payable) L4y i3 § Fov v v 2 &S )8 Gy o)
1Y S (balance sheet) 4b oS 43 g3 (58S Hgdimg g an om0 Sy (o
(S A3l sl J g

i o 9 YO v Al a0 (asset) idi o g (equipmMeNt) < e
Q“U\me Jﬁ@@ﬂ@nﬂmdddw\m j\&ﬁbJﬂﬁjJ\.ﬂ'/\~n~.
Sesd b)) G 4l 4y (loans payable) 2 (S (liabilities) 5505 4 ¢ s

S Peom o) da (Sabl sl Hdal gl 100 v ARV G Al s
5055545 (alaa oaulae 348 55 (558 il ) (s ) o )l oyl 4y (S siaids
(53 (sl o ob u gl A3 g yha o gl 93 (KD (59 48R ) (521 jmgi a S




EDELWEISS CORPORATION
Balance Sheet
December 31, 20X3
(before indicated transaction)

EDELWEISS CORPORATION
Balance Sheet
December 31, 20X3
(after indicated transaction)

Assets
Cash
Accounts receivable
Inventories
Land
Building
" Equipment
Other assels
Total assets

Assets
Cash
Accounts receivable
Inventories
Land
Bullding
Equipment
Other assels
Total assets

§ 35,000
40,000
35,000
125,000

400,000
250,000, | + 30,000

10,000
3895.000

$ 35,000
40,000
35,000
125,000

400,000
280,000

10,000

$925.004

Liabilities
Accaunts payable $ 50,000
.. Loans payable """ ABO0 T
Total liabilities
Stockholders’ equity
Capital stock
Relained earnings
Total stockholders’ equity
Total liabilities and equity

Liabilities
Accounts payable $ 50,000
4 | Loans payable """ 1T ASRRON T
Total liabilities
Stockholders' equity
Capital stock
Retained earnings
Tolal stockholders’ equity
Total liabilities and equity

“§yrsuan | “$205.000
$120,000

$120,000
{ -500.000

ol 5l oS il gyl b (58S oy Jojlaogails o S ph g Jul

S sP B (S SOl (oS A8 s S dra (S

Lilay 4y sola 523 & Sea Wi 48 Jsal (Gl (Sl o)kl sue o a4y
3> A4S a2 A 5 Sl (S 5w (retained earning) U LS8 s
Judysola s a Ll 0 v v OS L8 s L sd Dl g oas silSLe 4y (5 S
4 (revenue) vle aallAliaey 5 )4 ) 2 Y w1 o dugl S o) JiS5 (S
s S 4dlal 48 ¢ 4y (account receivable) cles s Fysh ) AAua s (S il

retained ) 4 s 5 4dlal (revenue) ule 4aallali S s a4
S8k ) 43S (income) ale 423 S (earnings

Balance S-I-le—e'tm
December 31, 20X3
(before indicated transaction)

Assets
$ 35,000

Inventories
Land
Building
Equipment
Other assets

Liabilities
Accounts payable
Loans payable

$ 50,000
155.000

Total liabilities and equity

Balance S-I-ie‘e-tm
December 31, 20X3
(after indicated transaction)

Assets
$ 35,000

Inventories
Land
Building
Equipment
Other assets

Liabilities
Accounts payable
Loans payable

$ 50,000
155.000

Total liabilities and equity
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&= 2 (expenses) 4 o s S b YLy S 55 aS Glyas el
Ghoa s 248 He (expenses) Cuisk] (S duilaae 4y 021 ol Sa (620

Ay 4l S s ay o Yoo s OS3E Gy dal o 5S5 USE e (outflows)
L5085 el sl (accounts) ssbes 4 o XY s S )5
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EDELWEISS CORPORATION EDELWEISS CORPORATION
Balance Sheet Balance Sheet
December 31, 20X3 December 31, 20X3
(before indicated transaction) (after indicated transaction)

Assets

Accounts receivable i Accounts receivable

Inventories 5 Inventories

Land 125,000 Land 125,000
Building 400,000 Building 400,000
Equipment 280,000 Equipment 280,000
Other assets .| Other assets

Liabilities Liabilities
Accounts payable $ 50,000 Accounts payable
Loans payable 155.000 .| Loans payable

Stockholders’ equity
Capital stock

Total liabilities and equity Total liabilities and equity

Distinguishing — nsicie 5 sul e aalla byl S oalla o
between revenue and income

3SR gl 58 o AW 4y (58 (8 D A8 (S g A A5 s R0

o lS e (o s S sl D) sl Sy (S S 4y sl sla
A ) S8 Sma 883 5 a0 ) g0 (revenue) ) (income) il | JdsolS
ﬁg&@\;hmdtﬁéaﬂ)ﬁc‘)\;ayﬁlecgﬁéﬁu\d:\jyé\ﬁ@chsﬂ
5 A8 s ) (S A A G an (o> 48 S S i (revenues)
25 dis43 5 (income)

Revenues — expenses = income




4L o e o 38uis - The core financial statement

b 58 45530 (S (capital Stock) 43 Sk el s 2 (Ssal A 5 (> 4
(bonds) Jwl sun saxidy b 5h (658 )5 ) o (30 A8 S Hd el
S A 05540 sk (Ph (Sl i Jle IS5 (Sda g Sl 5
2GS padd A e S (2 QI et a5 pac 3o ) 53 Sl ) Haily)
b d s )& U s aS sy i 1Al L L g S 0yl 5o 5n 243 KL (5 gra
3 o Y S A e o oadli Dlaglle SR 535 S5 43S0l S CS 8 aad
345 (S5 s ol g G 3 L (S sl Ay LS (Bhie se s s S
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3ol 4yl saae Jlpula 3 96 S ) s(dividends) 438 45 algw Ji OS 35 S5 5l Al e
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Liabilities Environmental Responsibilitiesd
Customers Brands
Corporate Governance

Countries of Operation Ethical Stondards
Dividends capital Stock Prohds
Plans and Strategies History

Retained Earnings Income
Compensation Policies

Financial statements - &4 = Jw
Any 34y sisysly Gaen 3 5 ) e ds saneos 35 sy g 3 laslle aula
L i e (o sty o plliiil a3 1y sl (508 gy 4ty Sl glle anlas
income ) 4k 8 ~=lld 2 ((balance sheet) 4k LDy 5 451y I
(retained earnings) 48 (& Jile L saaid 5 5d Jilu S 5 ((statements
L";LA @2 il B el by L (cash flows) g 43 JAl g e samia
s sl aoh o ool Basa Sa S el | siae ol Gy sigila b sl




The financial statements

Cash Flow
Statement

Cash from:

Balance Sheet y Balance Sheet
Operations

Investing
Financing

Cash + other Assets
= Total Assets

Cash + other Assets
= Total Assets

Liabilities (Debt) Liabilities (Debt)
Shareholder’s Shareholder’s
Equity Income Statement Equity

Revenue -
Expenses = Net
Income

TwoHourFinancialModel.com

(income statement) 44 8 =l S

Al 1o, o el Lo g S g5 Shswa (Sodse s KA o 4y il S oalld s
S e glle s ) 4y (expenses) st ) (revenue) sl se aalla U
4 aala b ) (netloss) olsb palls 55 (o3 A sl e dallalial o Cusd
axlas 42) jy Al g g dr oyl 43 (S sl e palld 3 (5 S 4y 5 (net income)
s Sswa (Soeage s SR e maal a a ls s el gl o 5 S5
o el G s S

QUARTZ CORPORATION
Income Statement
For the Year Ending December 31, 20X9

Revenues

Services to customers $750,000
Interest revenue 15,000
Total revenues $765,000
Expenses

Salaries $235,000
Rent 115,000
Other operating expenses 300,000

Total expenses
Net income
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(retained earnings)
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QUARTZ CORPORATION
Statement of Retained Earnings
For the Year Ending December 31, 20X9

Retained earnings - January 1, 20X9 $400,000
Plus: Net income 115,000

$515,000
Less: Dividends 35,000
Retained earnings - December 31, 20X9 $480,000




(balance sheet) 4l 3k

leal 3 sy g2 gl oa iy 6 A S H8 g sy (e3ba) 0 Al Dl 3
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Balance Sheet
December 31, 20X9

Assets

Cash $192,000
Accounts receivable 248,000
Land 450,000
Other assets 10.000

Total assets $900.000

Liabilities
Salaries payable $ 34,000
Accounts payable 166.000
Total liabilities $200,000
Stockholders’ equity

Capital stock $220,000
Retained earnings 480,000
Total stockholders’ equity
Total liabilities and equity

(Statement of cash flows) ©L s Jlhss 2 sen 92232
m&uﬁdw@w@uu _@)ﬁbug}\iﬁd\ﬁ);dﬁd&iﬁdﬁ\gb
Al s o G N A PR e S 4S5 R ) o)

5590 2 2 93 (Operating activities) 4 sillad ¢ S 2-) | & Ghys 45 e

la . (financing activities) 4 sillzd I a1 )0 (investing activities) 43 sillas
45;\;\4@&_\.4‘21 améﬁwbwés\me &hdﬁ}{.ﬁ&ﬂd@&)jj .J\.gd\_a
oS5

QUARTZ CORPORATION
Statement of Cash Flows
For the Year Ending December 31, 20X9

Operating activities

Cash received from customers $ 720,000
Cash received for interest 15,000
Cash paid for salaries (240,000)
Cash paid for rent (115,000)
Cash paid for other items (300,000)

Cash provided by operating activities $ 80,000
Investing activities
Purchase of land (250,000)
Financing activities
Payment of dividends (35.000)
Decrease in cash $(205,000)
Cash, January 1 397.000
Cash, December 31 $ 192,000
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Income ) 4y s (382 (o3 02 (ine (52 49 (S dmlae 4 Ol 55 )

et ol 4S8 Sl ) 4 (balance sheet) 4L (<33l (statement
(owners’ equity) 43 43 sl 3 (S o2 ga (5 )N 0 9 4 Ay (Dl (>
B0 A 051 gl KA 43K (00 52 (2 2 A Ay 03 (sl oy Al (S
4 2 K s il 2 2 ((income statement) 4k S8 s S
4L il ¢l (retained earnings) 43 s Ji g odidugl i il
Jalad il 0 s e o34y oS G SS ) (S #s (balance sheet)
438 5 98 Jilu 43 (INCOME) 438 53500 52 2 s 9 ASuh (S Kb 4y

Al oSl 4 6l (S A sl il o ) gl a9 ) (S (retained earnings)
o3k 0 )A30 (o wala alily SO sa) 3 ) )1 40 ) S (balance sheet)
S law Jila3 (balance sheet) 4L

QUARTZ CORPORATION QUARTZ CORPORATION QUARTZ CORPORATION
Income Statement Statement of Retained Earnings Balance Sheet
For the Year Ending December 31, 20X9 For the Year Ending December 31, 20X9 December 31, 20X9

Retained earnings - January 1, 20X9 $400,000
Plus: Net income g 115,000 $192,000

" 4 ccounts receivable 248,000
77 51500 :
$765,000 3 > 4 S 450,000

X Less: Dividends 35,000 er assels 10,000

e
Retained earnings - aCember 31, 20X9  $480.000

90000




Credit and Debit — cas 5l Gua S

Al 13 (5 S Hgeay 9 liie) 34 M alae 3 JA JLg S g s al )
ookl (lalaa (53 SIagu s 8 3 5) (55 (A8 ol SIS slea d by s Jeaal
DY Ay ey Y (SRl )la o Sl S e ) ol
Hjjg\)‘guﬁdﬁéoﬁﬁb)ucﬁ@ejsgadé“euﬁw\deiuguwm
sl jon Y 4L o) (55 (50 naS Al 13 (5 a 4S (g 4S palaS s
Ju s «(debits) cuw ¢(credits) @n S ((accounts) s sbes 3 (S
oS ol s )58 (general ledger) sad J s ) (journal)

(accounts) A gilas

o> 4a e 58Il ((liabilities) 51505 ((assets) il 3 (S 5 81 s 4
5581 ) (revenues) syl se 4aallali 3 ((equity) s s.sd e s (i 4]
As a4 s (account) clea Sa sl 5l a3 (expenses)

a3 ds o s (general ledger) s Jois 43X (accounts) s sbas
L0585 48 o S DA 3 4y ol 4l S ol Clea 8 o

ACCOUNT: Cash

Date [ Description [ Increase I Decrease I Balance
Jan.1,20X3 = Balance forward $ 50,000
Jan.2,20X3  Collected receivable $ 10,000 60,000
Jan.3,20X3 | Cashsale 5,000 65,000
Jan.5,20X3  Paid rent _ ~§ 7000 58000
Jan.7,20X3 = Paid salary 3 55,000
Jan, 8,20X3  Cash sale ! 59,000
Jan, 8,20X3 | Paid bills 1 57,000
Jan 10,20X3  Paid tax ‘ 000 56,000
Jan.12,20X3 = Collected receivable 000 _ 63,000

(Debits and Credits) cux Sl G

O S (accounts) sisbus 4y 53 (5908 oy i alalaa o 30 S g o gy (o 4lS
&2 U0 g (2 = (Debits and Credits) Cun S ) Cune (.S 4330l
(5SS Gl yai 4ga (S (accounts) sisbes 4 oo

(S S g st (S NS Cua S 5l G 4 Alalaa o 3 S o 8 =)

(S o Gud S = Gy J3-Y

3G gl Cun S R (60 Fra 4y /- 2 Cun )S/Guny (A S S SR
o540 S g1 (S e s 0 s ASaS gy (S a (5ol e oS gl il
4xalllli 4l (cash account) oy 3 sglus 5 )l 934y 53 (2o pu yio s




Aalld Lagaa aod+/+ el o g0 o oS el b (revenue) s se
S2905 OS 534S ol (S gy s3I Ay ab gl (g0S 4385 (L) (S sul e
S50 9 (Cash) swy g2 gl 5 )3 53 5 Sl o Ho 5l &

58 A S 03 - i) 4ty i oS 4kl S S (liabilities)

S o3 G S = Gy S sisilla Sl ay A ) Sl /e sl 4 lalas
(S8 ATyl (S Apnlaa 4y 5 g5 A ssbee s S

(The debit/credit rules) o $# cun S 5 Sy 2
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=2
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(equity) s s 2 s
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Analyses of transactions and events — 4 p& ddlaa 53 Slasu o
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Ji, s — The journal
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3 a8 a5 (The book of original entry) 2 43 JU s Jis g S &l (S
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GENERAL JOURNAL Page 1
Date Accounts I | Debits Credits
1-1-X3  Cash 25,000
Capital Stock 25,000

Issued stock to shareholders,
in exchange for cash

Advertising Expense

Cash

Paid advertising expense for initial advertising
programs
Cash

Service Revenue

Provided services to customers for cash

GENERAL JOURNAL Page 2
Date Accounts Credits
1-15-X3  Utilities Expense
Accounts Payable 1,000

Received bill for utility costs incurred

Accounts Receivable
Service Revenue

Provided services to customers on account

Accounts Payable
Cash

Paid half of the amount due on the utility bill
received on January 15

Cash

Accounts Receivable

receivable that was established on lanuarv 17



oily Ja 53 — Trail balance

abagy e dd (S sl dois 4 asl JUjpsa Al Ldas 6 Shgu J 65 o> alS
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XAO CORPORATION
Trial Balance
January 31, 20X3

Debits Credits

Cash $26,300
Accounts receivable 3,200
Land 15,000
Accounts payable

Notes payable

Capital stock

Service revenues

Advertising expense

Utilities expense

Ledger — ad Jra
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Jan.1,20X3  Balance forward

Jan.4,2X3
Jan. 18, 20X3

Jan. 28,20X3 = Journal page 2




