Chapter 1
Economic Entity Concept: The assumption that a single ,identifiable unit must be accounted for in all situations.
Corporation: A form of entity organized under the laws of a particular province or the federal governments.
Non-business Entity: organization operated for some purpose other than to earn profit.
Creditor: someone to whom a company or person has a debt.
Asset: A future economic benefit to an organization.
Liability: An obligation of the business. ex :Accounts Payable ,Accrued Liabilities, Salaries & Wages Payable ,Taxes Payable, loan payable, mortgage payable.
Revenue: Inflows of assets resulting from the sales of products and services.
Expense: Outflows of assets resulting from the sale of goods and services.
Accounting: The process of identifying, measuring, and communicating economic information to various users.
Owner's Equity: The owners claims on the assets of an entity.
Shareholder's Equity: The owners equity in a corporation.
Retained Earnings: part of owner's equity that represents the income earned less dividends paid over the life of an entity.
Balance Sheet: The financial statement that summarizes the assets, liabilities, and owner's equity at a specific point in time.
Income Statement: A statement that summarizes revenues and expenses.
Dividends: A distribution of the net income of a business to its owners.
Statement of Retained Earnings: The statement that summarizes the income earned and dividends paid over the life of a business.
Cost Principal: Assets are recorded at the cost to acquire them.
Going Concern: The assumption that an entity is not in the process of liquidation and that it will continue indefinitely. 

1. Income Statement
· Reports the results of operations for a specific period of time 
· Revenues, expenses, profit (loss) [one element of “performance”]
2. Balance Sheet
· Reports the financial position at a specific date
· Assets, liabilities, shareholders’ equity
3. Cash Flow Statement
· Reports the cash consequences of transactions by type of activity for a specific period of time
· Cash receipts & disbursements (payments)
4. Statement of Retained Earnings
· Reports the changes in retained earnings for a specific period of time
· e.g. net income, dividends

Financing: a)obtaining funds from creditors ( notes payable, bonds payble, must repay loan or interest)
              b) owners ( investors in company)
payment of dividends
Investing: - Funds received are invested to accomplish goals of company
                 -  Purchase/ sales or property, purchases of inventory, payments to suppliers, payment of expenses.
Operating - activities associated with carry on the business ( ex: sales, collections from customers, purchases of inventory, payments to suppliers, payment of expenses)




Chapter 2
Depreciation: The process of allocating the cost of a long-term asset over its useful life ( amortization).
Operating Cycle: The period of time between the purchase of inventory and the collection of any receivable from the sale of inventory.
Current Asset: An asset that is expected to be realized in cash or sold or consumed during the operating cycle or within one year. ex: Cash ,Short-term investments, Accounts Receivable, Inventories, Prepaid Expenses.
Current Liability: An obligation that will be satisfied within the next operating cycle or within one year .ex (Trade) Accounts Payable , Wages Payable, Interest Payable, Income Taxes Payable, Notes Payable (if due within 1 year), Current Portion of Long-term Debt.
Liquidity: The ability of a company to pay its debts as they come due.
Profit Margin: Net income divided by sales.




Chapter 3
External Event: An event involving interaction between an entity and its environment.
Internal Event: An event occurring entirely within an entity.
Transaction: Any event that is recognized in a set of financial statements.
Source Document: A piece of paper that is used as evidence to record a transaction.







Chapter 4
Recognition: The process of including an item in the financial statements of an entity.
Historical Cost: The amount paid for an asset and used as a basis for recognizing it on the balance sheet and carrying it on later balance sheets.
Cash Basis: A system of accounting in which revenues are recognized when cash is received and expenses when cash is paid.
Accrual Basis: A system of accounting in which revenues are recognized when earned and expenses when incurred.
Contra Asset: An account with a balance that is opposite that of a related account.
Prepaid Expense: An asset resulting from the payment of cash before the incurrence of expense( prepaid insurance and office supplies).
Unearned Revenue: A liability resulting from the receipt of cash before the recognition of revenue (rent collected in advance)
Accrued Liability: A liability resulting from the recognition of an expense before the payment of cash ( wages and interest payable).
Accrued Asset:   An asset resulting from the recognition of a revenue before the receipt of cash. ( rent receivable)
	Type 
	When is revenue earned,                             or expense incurred ? 

	
	After                   cash is paid 
	Before                    cash is paid 

	Expense 
	1
Amortize / expense
Prepaid / Deferred
Asset 
	3
Accrue
Expense & Liability 

	Revenue 
	2
Recognize revenue as earned 
	4
Accrue
Revenue & Asset



