Chapter 2
Two sources of obtaining financing for a company:
· Equity – financing business obtains through owner’s contribution
· Debt –  financing business obtains through loans

Cost Principle – Assets and liabilities should be initially recorded at their original cost

Current Assets - expected to be used up or converted into cash within 12 months of the balance sheet date

Current Liabilities - debts that are expected to be paid within 12 months of balance sheet date

Non-current Assets/Liabilities - that do not meet the definition of current. 

· Assets increase debit side (left)
· Liabilities increase credit side (right)
· Shareholder Equity increase credit side (right)
Accounts increase on the same side as they appear in equation

Steps for Framework
Step 1: Analyzing Transactions 
Step 2: Record Journal Entries 
Step 3: Summarizing in Ledger Accounts (posting)

Current Ratio = Current Assets
                           Current liabilities 
· A higher ratio means better ability to pay. Also, whether the company’s current assets are sufficient to pay its current liabilities

Basic Accounting Equation: A= L + E

Revenue Recognition Criteria 
1. Risks and rewards of ownership have been passed to the buyer
2. Revenues are measureable
3. Costs are measurable
4. Collectability is reasonably assured
[bookmark: _GoBack]Example in the notebook!
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