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_______________________ make ______________ and __________________ decisions based on ________________________ and ______________________________of a company and business.
Accounting is the process of ___________________, ______________________, and ________________ the ________________________ or __________________________________________ of a business. Financial activities in a business are recorded as ________________________.
Financial Statements:

· Financial statements are _______________ that summarize how well a company is doing ________________________

· There are 3 main financial statements: the ___________________________, the _________________________, the ______________________________

· Who reads the FINANCIAL STATEMENTS?

· _______________________            ___________________________
· _______________________            ___________________________
The Balance Sheet:
· The Balance Sheet shows the ______________________ on any given day of the business 

· It provides information about its ____________________, __________________, and ____________________________.

· How the Balance Sheet gets its name:

· The _____________________ of the equation (assets) always __________________ the____________________________ (liabilities plus owner’s equity)
· The Balance Sheet contains 3 sections:
· _____________________________________(Section 1)
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Items of __________ that are _______________ by a business 

· Common Assets owned by a business:

· _________________________(bank included)
·  _________________________ 
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_________________________

· _________________________
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_________________________ 
· _________________________
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_________________________ (the term used when someone else owes a business money)

· Assets should be listed on the balance sheet in order of ______________ (how fast they can be converted into cash).

Cost Principle:

· The accounting practice requires that assets be recorded at their original cost.

· Even if the asset is 20 years old, the financial statements always reflect what the company paid for the asset.

· _____________________________________(Section 2)
· The __________________ of the business
· [image: image6.png]


Common liabilities owed by a business:

· ________________________ (the term used when the business owes someone else money)

· ________________________ 
· ________________________

· Liabilities should be listed in the __________________________
· _______________________________________.
· _____________________________________(Section 3)
· The amount of assets that remain in a business after the liabilities are paid - this becomes the owner’s stake or ________________ in the business.
· The equity in a corporation is called ___________________________ because the shareholders are the true owners in a corporation.

“THE ACCOUNTING EQUATION”

_________________________________________

Accounting Cycle

· For accounting purposes, business cycles are typically reported in years referred to as ___________________________.

· The Balance Sheet reports information (cumulative) at a specific point in time.  A Balance Sheet for December 31st might read ________________________, or ____________________________.

· The Income Statement reports business results at the end of the cycle.  The Income Statement might read, for the ____________, or ______________ ended December 31st.  Unlike the balance sheet, it only reports the net income (loss) for that ______________________. 
Softbyte Balance Sheet
The following information has been provided for the company Softbyte:
a) Assets = Cash $8 050, Accounts Receivable $1 400, Supplies $1 600 and 

Equipment $7 000        
                                  Total Assets: ________________
b) Liabilities = Accounts payable $1 600                    Total Liabilities:______________
c) Calculate owner’s equity?  (Hint use the accounting equation)

Owner’s equity = ____________________________________________________________

Preparing Balance Sheets:

Activity #1 - Judy’s Boutique

Complete a balance sheet for Judy’s Boutique, using the following information:

Cash $3 200.00; Gord Lewis owes $475.00; Michael Erb owes $395.00; Inventory $34 000.00; Furniture and Equipment $23 450.00; Building $94 000.00; owed to Titan Wholesale $8 420.00; Bank loan $9 460.00; Mortgage $42 000.00.

Use the basic accounting equation to calculate the equity for owner Judy McCutcheon.  Use today’s date.
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Preparing Balance Sheets:

Activity #2 - Snackbar Haven
Prepare a balance sheet using today’s date for Snackbar Haven owned by Anu Persaud.  The account balances are as follows:

Bank Loan $8 695.25; Supplies $19 742.74; Cash $16 941.19; Mortgage $38 462.91; owed to Lloyd Restaurant Supply $7 492.37; Karen’s Catering owes $6 248.23; Equipment $26 497.36; Building $75 400.00; Furniture $36 481.22.  Remember to calculate owner’s equity, for Anu Persaud.

Hint:  Use the space below to organize account balances into assets (most liquid first) and liabilities (amounts due first) before preparing the balance sheet.
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Income Statements:  
· A report that shows a business’s profitability _______________________

_______________________________

Businesses are required by law to create an income statement at the end of tis fiscal year.

Service Business

Income statement show revenue and expenses

Merchandising Business

Income statement shows _________________, ________________ and ___________________________.

Preparing Financial Statements:
Balance Sheet Report Form Method
Computer programs easily complete the balance sheet using an up-and-down column format rather than a side-by-side format (account form method).

Preparing an Income Statement
· The ________________________is a financial statement that shows a business’s _________________ or _________________ over a stated period of time.

· The money, or the promise of money received from the sale of goods or services is called ________________________.  _______________________ are expenditures that help a business generate revenue.  

· Net income for a service business is calculated as follows:

________________________________________________________________
Preparing Income Statements:  
Activity #1 – Law Office of Dewey, Cheetham and Howe
Complete the income statement for the Law Office of Dewey, Cheetham, and Howe for the month ending December 31, 20__, using the following information:
Fees $120 000; Investment Income $32 000.00; Salaries $12 750.00; Rent $7 600.00; Insurance $5 000; Advertising $3 299.00; Office Expenses $2 344.00; Transportation Expenses $5 460.00; Promotion Expenses $3 800.00
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Preparing Income Statements:  
Activity #2 – Markville Laundromat
Complete the income statement for the Markville Laundromat for the fiscal year ending June 30, 20__.  Select the necessary accounts from the ones listed below to complete the income statement.

	Cash

Accounts Receivable

Laundry supplies

Machinery and Equipment

Trucks

Accounts Payable

Bank Loan

A Ottawa, Capital
	    $ 1 212.70

633.00

651.00

13 900.00

27 050.00

1 746.00

23 000.00

21 006.39


	Sales
Insurance

Miscellaneous Expense

Rent

Telephone

Truck Repairs

Utilities Expense

Wages
	$88 932.29
7 171.00

225.00

22 000.00

574.25

8 146.90

907.64

49 908.50
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Basic Accounting Concepts

Owner’s Equity
· The net profit is calculated first then transferred to the balance sheet as part of owner’s equity. Creditors and owners have claims on the assets of the business.
Cash Flow

· A business must consider several ways to meet its __________________if cash flow is inefficient.  

· 8 ways a business can boost cash flow:

· ____________________________

· ____________________________

· ____________________________

· ____________________________

· ____________________________

· ____________________________

· ____________________________

· ____________________________ 
Cash-flow Implications of Credit and Debit Cards
· Businesses that allow customers to use a credit and/or debit card do not have wait for their money (__________________________); they receive their money (____________________________) up front. Since these businesses take a long time to pay their own bills, they ________________ the customers’ cash to make more ___________________. 
Interpreting Financial Statements
· Financial statement information allows _________________ to make _____________________ to owners regarding ________________
_______________________________.
· Accountants compare ______________ over a ________________________, usually two or more years.
A Final Measure of Success
· For a business to be successful, the __________ on the _________________ __________________ should be _____________ to or _____________than the return for a ____________________, __________________, or ​​​​​​​​​​​​​​​​​​​​​​​​​​​________________________________.
Accounting Matching Game:

Test your knowledge.  See if you can match all of the following terms with their definitions, by recording the term in the first column beside its definition:  assets, liabilities, owner’s-equity, revenue, expenses, profit, loss, balance sheet, income statement, cash flow statement, accounts receivable, accounts payable, fiscal period, fundamental accounting equation, merchandising, and service.
	TERM
	DEFINITION

	
	The value that remains in the business after all liabilities have been paid

	
	Assets = Liabilities + Owner’s equity



	
	The account name used to represent money business owes to its suppliers


	
	The account name used to represent money owed customers to the business 

	
	An accounting business cycle

	
	A summary of cash-in and cash-out transactions that helps to predict the amount of cash it needs to meet its financial obligations

	
	A report that shows the financial position on any given day of the business

	
	The type of business that sells inventory

	
	The money, or promise of money, received from the sale of goods or services.

	
	When revenues are greater than expenses

	
	Items of value that are owned by a business

	
	When expenses are greater than revenues

	
	The type of business that provides a service

	
	Expenditures that help a business generate revenue

	
	The debts of the business

	
	A report that show a business’ profitability over a period of time











