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GETTING

"MOST
FROM THIS Boo K

We're tired of people saying that accounting is deadly boring. So we wrote this textbook to

show just how interesting it can be. Here are a few tips to help you get the most from this
book and this course.

e Read the book. Seriously.

e Get the point. Even though you’re going to read all the assigned chapters (right?), you'll
want to know what’s important and likely to be on your test. The learning objectives tell you.

Find them in the first exhibit in each chapter.

o Consult the coach. tach coach in Coach’s Corner will walk you through tough
problems and give you advice on improving your game.

° Keep on track. the self-study quizzes gauge whether you’ve been thinking hard enough
as you read. There’s no point in blasting through the chapter just to finish. Cover the self-study quiz
answers with your thumb and give the questions a try.

° Pl'actice, practice, practice. We can’t say it enough. You can't just read
about accounting, you have to do it. So be sure to do all the questions that you've been assigned.

If you're assigned the Group A problems, you can do the Group B problems for extra practice and
use the coached problems when reviewing for tests and exams.

* Get extra help. the oniine Learning Centre is full of digital tools that will help you pull
it all together.

(]
One last tlp. Enjoy yourself. Ask questions. Share the cartoons with friends who aren’t
even taking this course. Discover for yourself that accounting isn’t boring.
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PHILLIPS, LIBBY, LIBBY & ANDERSON'S

Fundamentals of

FINANCIAL
ACCOUNTING

Canadian Edition

What does it mean to have a great coach? When you're
approaching a subject for the first time, especially a subject
as technical as Financial Accounting, having a great coach
means having the ongoing support, direction, and motivation
necessary to ensure your success.

If you agree that the cover of this book depicts a great
coach who is leading the individual participants to victory,
then we have successfully captured the essence of Phillips,
Libby, Libby, and Anderson’s Fundamentals of Financial
Accounting Canadian Edition. Through unparalleled pedagogy
and the most engaging writing style on the market, this text
will act as a personal coach outside the classroom, working
to ensure every student’s success.

Fundamentals of Financial Accounting Canadian Edition
provides students with the tools they will need to make
sense of business activities, and to prepare and interpret
financial information in an accurate and relevant way.
Consider the cover shot of the rowers more closely. To the
untrained eye, each rower appears to be a mirror image of
the others. Each is simply pushing on the oars as hard as he
can to reach the finish line. But is it really so straightforward?
Look closer at the oars and you will see they are not exactly
in line with each other. Each stroke is slightly different from
the one next to it. In reality, each rower is playing a unique
part based largely on individual strength and position in
the boat.

vi
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Understanding the intricacies of a rowing team is not unlike understanding
a business. On the surface, a business seems like a hive of hectic activity,

defying comprehension. Look closer and order emerges: people at different
levels of the organization are working with one another (and hoping to do
so with the winning precision of our rowing team!). Business activities
occurring in one department are analyzed and their financial effects are
captured by the accounting department which, in turn, reports these
results to decision makers both inside and outside the business. Financial
accounting is the thread tying these roles together. Like the variations
between each rower’s stroke, the subtle messages conveyed by financial
statements become useful after examination by a trained and careful eye.
Put another way, the closer you look at financial accounting data, the
more you understand.

WHAT MAKES THIS BOOK CANADIAN?
This Canadian adaptation revolved around three key areas.

First, the Canadian edition reflects our unique standard-setting environ-
ment, generally accepted accounting practices, national accounting bodies,
and regulatory agencies.

Second, this edition discusses dozens of Canadian companies, either as focus,
comparison, or demo companies, or in the end-of-chapter material. What could
be more Canadian than problems on Tim Hortons or the National Hockey League?

Third, this edition benefited from the valuable suggestions of Canadian ac-
counting instructors. In response to reviewers’ comments, some areas were
expanded, others were deleted or moved to chapter supplements or the On-
line Learning Centre, and problem material was increased in many chap-
ters. These changes were made to ensure that this edition is well-suited to
the needs of Canadian colleges and universities.
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THE COACH IS IN THE ICONS

A Fundamentals of Financial Accounting Canadian Edition reader is never
alone. Several of this book’s innovative and student-friendly pedagogical
features are represented by icons students will encounter as they read—it’s
a visual shorthand that makes it a breeze to find additional help or insight.

>
COACH'S ‘Q COACH'S
CORNER CORNER
Coach’s Corner: Virtually every student has been
inspired by a great coach at some point or another.
Throughout the chapters, Coach’s Corner provides stu-
dents with tips, advice, and guidance on learning the

material. Coach’s Corner appears again at the end of the
chapter to offer encouragement as students work to re-

POINT OF
INTEREST

Points of Interest: It always helps
to take a little break now and then and
Points of Interest provide attention-
grabbing diversions for students as they
read. From the origins of the Hudson'’s
Bay Company to bogus investment op-

inforce what they've learned.

portunities, Points of Interest illuminate
the topic at hand with amusing and un-

ETHICAL /.312\;

ISSUES _=.

Ethical Issues: We've seen all too
plainly what can happen when accounting
data are distorted or used inappropriately.
Fundamentals of Financial Accounting
Canadian Edition ensures your students
start off with a solid grounding in ethics.
Ethical Issues in each chapter prompt your
students to think about tough ethical de-
cisions and to practice making these deci-
sions in the end-of-chapter cases.

viii

usual facts that introduce a breath of
fresh air into students’ reading.

INSIDE
LOOKING
ouT
OUTSIDE
LOOKING IN

Outside Looking In/Inside Looking Out:
Different people use accounting information in differ-
ent ways: those within the firm must choose when and
how to report events, while those outside it rely on
those reports to make their own decisions. Instances
of this dual nature of accounting information are high-
lighted in the Outside Looking In/Inside Looking Out
feature, using an analogy from students’ own experi-
ences to highlight the personal relevance of the chap-
ter’s topics.




HIGHLIGHTS OF THE STUDENT-CENTRED APPROACH

Phillips, Libby, Libby, and Anderson’s Fundamentals of Financial Accounting
Canadian Edition arms Canadian students with a secret weapon for success
in financial accounting: the best personal coach on the market. The follow-
ing are highlights of Phillips’ innovative student-centred approach:

Writing that students can read. What does it mean to say that a book is
“readable”? In the case of Fundamentals of Financial Accounting Canadian
Edition, it simply means the most enjoyable accounting textbook your stu-
dents have ever read. Through a mix of conversational wording, humour,
and everyday examples, Fundamentals of Financial Accounting Canadian
Edition achieves a style that maintains rigour while never sacrificing student
engagement. Open this textbook to any page and read for yourself: Funda-
mentals of Financial Accounting Canadian Edition offers the most engaging
read of any financial text.

Focus companies. In an approach pioneered by co-authors Robert Libby
and Patricia Libby, each chapter of Fundamentals of Financial Accounting
Canadian Edition makes financial accounting come alive by using a real-
world focus company to teach fundamental concepts. Students learn why
accounting is important and how businesses use financial accounting infor-
mation to make smart decisions. All of the focus companies featured in Fun-
damentals of Financial Accounting Canadian Edition are real companies
whose products and services are popular with students, such as Sony and
Oakley. Even better, the list includes eight Canadian companies, such as
First Choice Haircutters.

A framework students can USE. The USER Framework works as a roadmap
for each chapter and ensures a balance between preparer and user concepts.
Students learn to Understand the business decisions made every day by
managers, Study the methods used by financial accountants, Evaluate the
reported results from the viewpoint of financial statement users, and Re-
consider how accounting methods affect the evaluation of results, which in-
dicate the quality of business decisions that managers have made.

Student-friendly coverage of difficult topics. Written with students in mind,
Fundamentals of Financial Accounting Canadian Edition handles difficult
concepts in a way that reflects the balance of preparer and user concepts
and keeps students from being overwhelmed.

* Financial statement analysis is covered in two chapters (5 and 13) rather
than one.

+ Ratios are introduced throughout the chapters and then pulled together at
the end.

* Individual concepts are introduced throughout the text as needed to ex-
plain specific accounting practices, and then pulled together at the end.

» The Accounting Process is covered in three chapters (2, 3, and 4) rather
than two.

* The purpose of a Statement of Cash Flows is introduced at the beginning
of the text, but the mechanics of preparing one are studied at the end.

By taking the most student-oriented approach on the market, Fundamentals
of Financial Accounting Canadian Edition shows students that the closer
they look at financial accounting data, they more they will understand it.



KEEP YOUR CLASS

FOCUSE

ONTHE REAL WORLD

Reporting and
Interpreting

Long-Lived Tangil
The best way to learn to prepare and |nta ngible AS

and use financial statements is to

study accounting in real business

contexts. This is the key idea CLLBLIN{ E

behind Fundamentals of Financial v N i - [ ONE MEMBERSHIP | E
Accounting, Canadian Edition’s N ~ e Pre gﬂ"f :

focus company approach, which

is introduced in the first chapter There were 845,000 rounds of golf played on

and which integrates each

chapter’s material around a focus
Whnderstand the types of long-lived assets used in

LO1 Define, classify, and explain the nature of long-

financial statements. S tudy how to account for long-lived assets.

LO2 Apply the cost principle to the acquisition of loi

LO3 Apply various amortization methods as future «
benefits are used up over time.

LO4 Explain the effect of asset impairment on the fi
statements.

LO5 Analyze the disposal of long-lived tangible ass¢

LO6 Analyze the acquisition, use, and disposal of lo
intangible assets.

LO7 (Supplement) Analyze changes in amortization

company, its decisions, and its

[Evaluate the effectiveness of long-lived asset man
decisions.
LO8 Interpret the fixed asset turnover ratio.

Reconsider how reporting decisions affect analys
LO9 Describe factors to consider when comparing &



In choosing Fundamentals of Financial Accounting Canadian
Edition’s focus companies, we took care that our companies’
products and services are used by students and will appeal

to their curiousity. We further heighten student engagement

by injecting our discussions with issues and questions that
actually matter in the real world. What decisions does
ClubLink make when investing in and reporting its golf
courses and other long-lived assets? How does Magnotta
Winery monitor and manage its fluctuating cash flows
during the pre- and post-harvest seasons? These are but a
couple of the companies and issues discussed over the
course of this book.

yjible I

\Ssets

A WARM WELCOME IN EVERY CHAPTER

Students often feel they lack the real-world experience needed to
understand accounting, a subject they believe has little impact on their
daily lives. Fundamentals of Financial Accounting, Canadian Edition’s

chapter openers provide entertaining analogies that illustrate how

ELCUREN I ECTIES P accounting principles can inform even the most seemingly mundane
things, from making peanut-butter sandwiches to catching a roommate

e e stealing snacks. There’s no better way to help students feel comfortable

long-lived assets. with accounting topics and to trigger an interest that invites them

into the chapter. (To see how peanut-butter sandwiches relate to

of long-lived assets. q o
Nilacanont amortization, take a look at Chapter 9.)

the financial

3 assets.
of long-lived

ation estimates.

management

alyses.
ing across companies.
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A BOOK WITH ITS OWN

Fundamentals of Financial Accounting, Canadian Edition is loaded with so many
innovative pedagogical features, you’'d swear we shrinkwrapped a TA with the book.
From quick review tools to head-scratching ethical dilemmmas, Fundamentals of Financial
Accounting, Canadian Edition’s pedagogy gives students every opportunity to reinforce
and expand on what they’re learning.

COACHED PROBLEMS

$ 25,000

COACH'S
CORNER

s outstanding
a

Problems With (and Without) the Coach’s Help

Instructors tell us how important decision-making skills are for
students entering the accounting profession, and Fundamentals
of Financial Accounting, Canadian Edition recognizes this
through an innovative approach to problem-solving. Every

. chapter includes three problem sets: Coached Problems,

GROUP A PROBLEMS

PA1-1 Preparing an Income Statement and Balance Sheet
Assume that you are the president of McClaren Corporation. At the end of the first year of
operations (June 30, 2007), the following financial data for the company are available:

Cash $13,150
Accounts receivable from customers 9,500
Inventories 57,000
Equipment owned 36,000

Group A, and Group B problems. The Coached
Problems go beyond the traditional check
figures to advise students on the process of
solving a problem rather than just its outcome.
This feature will save students the inefficient
and frustrating experience of having to work

backwards from solutions to develop their own (possibly erroneous) problem-solving rules. When students
can solve the coached problems, they’'ll be ready to tackle the Group A or Group B problems, which echo the

content without the advice offered by the Coached Problems.

HOW’'S IT GOING? A Self-Study Quiz

‘The following transactions are typical monthly operating activities for your First Choice Hair-
cutters Salon. Indicate the amount of revenue, if any, that should be reported in September's
income statement.

Amount of Revenue
Operating Activity tember (i

(a) Provided haircut services in September to customers
for $15,000 cash.

(b) Sold $300 of gift certificates at the beginning of September.

Afier you're dome, check your answers with the solutions i the margin.

“How'’s It Going?”

Nothing helps like a quiz for mastering tricky subjects, so
Fundamentals of Financial Accounting, Canadian Edition provides
plenty of these innovative review boxes throughout each chapter.
“How'’s It Going?” boxes pose a review question about the recent
material and provide the answer right there on the page, printed
sideways so that students don’t accidentally read it before
answering the question.

ETHICS AND CRITICAL THINKING CASES

igation into th

On 000,
! ‘ended December 31, 199
I \ 2
ETHICAL Q Q iets. The cc
ISSUES ;

1999 02 199903
(June 30) (September 30)

>
mmm
—
-l—--

Ethics Cases

The last five years have seen controversies
that brought the ethics of the accounting
profession to the forefront of public debate.
Young people entering the business world,
whether as accountants or other business
majors, simply must have a strong ethical
grounding, so Fundamentals of Financial
Accounting, Canadian Edition includes two
ethics cases in every chapter.



TEACHING ASSISTANT

INCLUDED

A Good Accountant DECIDES

The DECIDES decision model provides students the structure they

need to tackle challenging topics. This model helps students to

decide on the accounting effects of transactions by thinking through
his = rdie the following steps:

7. Summarize the transaction effects in T-accounts.

CUITE WA Transaction Analysis: The DECIDES Approach

1. Does a transaction exist? Go to step 2 only if your answer is “yes.”
2. Examine it for the accounts affected. Put a name on what is given
and received.

. Classify each account as asset (A), liability (L), or shareholders’
equity (SE).

. Identify the direction and amount of the effects. By how much
does each asset, liability, and shareholders’ equity account
increase or decrease?

. Ensure the basic accounting equation still balances and that
debits = credits.

6. Summarize the transaction effects in T-accounts.

The DECIDES model is introduced in Chapter 2, expanded in Chapter 3,
and reinforced throughout the remaining chapters.

The USER Framework

The USER framework uses the cover illustration as
a “roadmap”to each chapter, delineating how
Study inventory costing and reporting decisions. . ) .
LO2 Describe the different types of inventory. accounting functions work at all levels of the firm.
LO3 Compute costs using four inventory costing methods. Students learn to Understand the business decisions
LO4 (Supplement A) Compute costs using a perpetual inventory system.

LO5 Explain why inventory is reported at the lower of cost or market. that managers make, Study the accounting methods
LO6 (Supplement B) Compute the effects of inventory errors.

Wnderstand key inventory management decisions.
LO1 Describe inventory management goals.

used, Evaluate the reported results from the viewpoint
of financial statement users, and Reconsider how the
accounting methods affect the evaluation of results,
which indicate the quality of managers’ decisions.

[Evaluate inventory management practices.
LO7 Compute and interpret the inventory turnover ratio.

R econsider how inventory reporting decisions affect analyses.

LO8 Explain how accounting methods affect evaluations of inventory
management.




THE FINEST

END-OF-CHAPTER MATERIAL

TO BE FOUND.

The end-of-chapter material is traditionally where students go from reading to doing: answering review
questions, solving problems, and wrestling with issues that help them to assimilate the material and apply
it in a realistic context. While Fundamentals of Financial Accounting, Canadian Edition doesn’t see reading
as a passive process—our pedagogy does more to maintain student interest and engagement than any
competing book—the end-of-chapter material offers a wealth of opportunities for students to connect to
the material, and for you to enliven your class with a variety of assignments and discussion questions.

CASES & DISCUSSION STARTERS

L01-L04

ulate the net pro
Liner generated m

al report from the Cases  LO1-L04

Team Cases

Every chapter also includes a team
case that directs groups to search the
Internet for companies to analyze,
using the tools covered in that chapter.
Students not only learn useful research
skills but gain valuable practice solving
accounting problems in group settings.

Multiple-Choice Questions

Students are likely to see these kinds of questions i increas but toal Tl remain the same,what i the impact o the debt-o-
on tests and exams, so give them some practice
with these quick checks of basic concepts.

xiv

Annual Report Cases

There’s no substitute for working on real-world data, so
FFA comes complete with an annual report for High Liner
Foods reproduced in Appendix A. The end-of-chapter cases
make extensive use of these data, showing students how
to draw information from an annual report and providing
them with a valuable perspective on how financial
accounting information is used in decision making.

Simplify with Spreadsheets

Why do the same calculations
over and over again when you
can enter them once, and then
just copy and paste? Every
chapter includes at least one
spreadsheet problem that
allows students to skip the
tedium of repetitious number-
crunching and focus instead : : =smth
on “what if” analyses and
interpretations. And don't
worry if your students haven't
had formal training with spread-
sheets: each problem includes
relaxed, student-friendly advice
on the steps needed to perform
basic spreadsheet calculations.

MULTIPLE CHOICE

Select the one alternative that best answers the question or completes the sentence.

c. ains ne.
d. Cannot be determined without additional information.




LYRYX ASSESSMENT FOR FUNDAMENTALS OF
FINANCIAL ACCOUNTING CANADIAN EDITION

A COMPLETE ONLINE ASSESSMENT SYSTEM

Lyryx Assessment for Fundamentals of Financial Accounting Canadian Edition
is a web-based teaching, learning, and assessment tool that has captured
the attention of post-secondary institutions across the country while improv-
ing student success in financial accounting. The assessment takes the form
of a homework assignment called a Lab, which corresponds to the chapters
in the text.

The Labs are algorithmically generated and automatically graded, so students
get instant scores and feedback—no need to wait until the next class to find
out how well they did!

New Labs are randomly generated each time, providing the student with un-
limited opportunities to try a type of question. After they submit a Lab for
marking, students receive extensive feedback on their work, thus promoting
their learning experience. Student motivation is high with these Labs because
they can be tied to assessment and because they can try as many times as
they want prior to the due date, with only their best grade being recorded.

After registering their course with us, instructors can create Labs of their
choice by selecting problems from our test bank, and setting a deadline for
each one. Instructors have access to all the students’ marks and can view
their best Labs. In addition, they can download the class grades at any time
to analyze individual and class performance.

If students do their financial accounting practice and homework, they will im-
prove their performance in the course. Recent research regarding the use of
Lyryx has shown that when Labs are tied to assessment, even if worth only
a small percentage of the total grade for the course, students will do their
homework—and more than once. The result is improved student success.

{Catch iStudy Logo — to come]

iStudy Many students find study guide materials to be indispensable in
helping to understand the course material. iStudy (the interactive study
guide) will help students meet their goals by testing their cumulative un-
derstanding of the material as they go; this will help students assess their
mastery of the concepts while they are learning.

iStudy features for Fundamentals of Financial Accounting Canadian Edition,
such as quizzes, audio tips, crossword puzzles, and tutorials, are designed
to allow students to interact with the course material in a way that makes
learning the difficult concepts of Financial Accounting fun and interesting.
iStudy is the next step forward in textbook supplements.

iStudy comprises a superb “tutor” for students. Full access can be pur-
chased through the online learning centre or by purchasing a pin code card
through the campus bookstore. Please contact your iLearning Sales Spe-
cialist for additional information regarding packaging iStudy access with the
student text.

XV



THE BEST IN DIGITAL STUDY AND
COURSE MANAGEMENT TOOLS

Online

Learning
Centre

Fundamentals of Financial Accounting Canadian Edition includes an Online
Learning Centre (OLC) that follows the book chapter by chapter. It doesn’t
require any building or maintenance on your part; it's ready to go the

moment your students type in the address.

www.mcgrawhill.ca/olc/phillips

As your students study, they can visit the OLC
and work with a multitude of helpful tools:

» Updates

» Chapter Objectives

* Chapter Overview

* Focus Company Links

« Excel Template Assignments

PageOut,

Visit www.mhhe/com/pageout to create a
Web page for your course using our resources.
PageOut is the McGraw-Hill Ryerson Web
site development centre. This Web-page
generation software is free to adopters and
is designed to help faculty create an online
course, complete with assignments, quizzes,
links to relevant Web sites, and more—all

in a matter of minutes.

Xvi

A secured Instructor Resource Centre stores your
essential course materials to save you prep time
before class. Everything you need to run a lively
classroom and an efficient course is included:

¢ Instructors Manual

- Sample Syllabi

» Updates

- PageOut link

- Solutions to Excel Template Assignments
* Solutions Manual

* PowerPoint Presentations

* Focus Company Links

Bb

£ WebCT

Content cartridges are available for the
course management systems WebCT
and Blackboard. These platforms provide
instructors with user-friendly, flexible
teaching tools. Please contact your local
McGraw-Hill Ryerson iLearning Sales
Specialist for details.

wanknkbeard gam




SUPPLEMENTS FOR INSTRUCTORS

INSTRUCTOR’S RESOURCE
CD-ROM
This is your all-in-one in-class
/ resource. Create stimulating
custom presentations from
your own materials or from the many
text-specific materials provided in the

CD’s asset library:

« Instructor’'s Resource Manual

« Solutions Manual

« Computerized Test Bank (see right)

« Microsoft PowerPoint® Slides, a
multimedia lecture slide package that
illustrates chapter concepts and
procedures. It allows revision of lecture
slides and includes a viewer, allowing
screens to be shown with or without
the software.

« Excel Template Exercises

« Link to PageOut

POWERPOINT SLIDES

Available on the Instructor’'s CD-ROM
and online. These offer a great visual
complement to your lectures. A complete
set of slides covers the key concepts
presented in each chapter.

COMPUTERIZED TEST BANK

This electronic test-generating engine
is stocked with hundreds of true/false,
multiple choice, and short answer
questions; generating quizzes and
tests is as easy as clicking a mouse.

CHECK FIGURES

Available only online, these provide key
answers for selected exercises and problems.

xvii
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TO THE CANADIAN EDITION

Adapting this unique text to the Canadian market was a rewarding and plea-
surable experience, due in large part to the talents, commitment and pro-
fessionalism of the team at McGraw-Hill Ryerson, from the sponsoring
editors, Nicole Lukach and Colleen Henderson, to the developmental edi-
tors, Suzanne Simpson Millar and Sarah Fulton, and the production staff un-
der the leadership of Graeme Powell. | am grateful to our copy editor, Erin
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