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  A TRUSTED LEADER FOR 

 The award-winning author team of Bob Libby, Pat Libby, and Dan Short has made 
 Financial Accounting  a best-selling textbook by helping the instructor and student 
become partners in learning. Libby/Libby/Short uses a remarkable learning approach 
that keeps students engaged and involved in the material from the first day of class. 

 Libby/Libby/Short’s  Financial Accounting  maintains its leadership by focusing on 
three key attributes: 

  THE PIONEERING FOCUS COMPANY APPROACH 
 The Libby/Libby/Short authors’ trademark focus company approach is the best 
method for helping students understand financial statements and the real-world 
implications of financial accounting for future managers.  This approach shows 
that accounting is relevant and motivates students by explaining accounting in 
a real-world context.  Throughout each chapter, the material is integrated around a 
familiar focus company, its decisions, and its financial statements. This provides the 
perfect setting for discussing the importance of accounting and how businesses use 
accounting information.  

  A BUILDING-BLOCK APPROACH TO TEACHING 
TRANSACTION ANALYSIS 
 Most faculty agree that mastery of the accounting cycle is critical to success in finan-
cial accounting. And yet all other financial books introduce and develop transaction 
analysis in one chapter, bombarding a student early in the course with an overload 
of new concepts and terms. The authors believe that most faculty take more time 
with the accounting cycle, but other financial accounting textbooks don’t.  By slowing 
down the introduction of transactions and giving students time to practice and 
gain mastery, this building-block approach leads to greater student success in 
their study of later topics in financial accounting such as adjusting entries.   

  POWERFUL TECHNOLOGY FOR 
TEACHING AND STUDY 
 Students have different learning styles and conflicting time commitments, so they 
want technology tools that will help them study more efficiently and effectively. The 
8th edition includes even more technology features, including McGraw-Hill Connect 
Accounting, LearnSmart, and Tegrity Campus. See pages xvi–xxi for more details. 
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   “[Libby, Libby, Short] does a   great job 
explaining financial accounting concepts to 
college students on an introductory level.”  

   —  Peggy     O’Kelly,     Northeastern University    

   “The text has   some of the best discussions 
that I have seen in introductory texts 
of statement of cash flows and financial 
statement analysis topics  .”  

   —  Marilyn     Misch  ,   Pepperdine University    

   “Excellent book with   very good and clear 
writing, coverage, illustrations   and overall 
very student friendly.”  

   —  Kashi     Balachandran  ,   New York University    

   “The book does an excellent job of using real-
world examples to highlight the importance of 
understanding financial accounting to students 
who may or may not be interested in pursuing 
accounting careers. I think this book will 
hold students’ attention, without sacrificing 
the technical information that provides the 
foundation for further accounting coursework.  
 Exceptionally well written and nicely organized  .”  

    — Paul     Hribar  ,   University of Iowa      

STUDENTS AND INSTRUCTORS 
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 MARKET-LEADING PEDAGOGY 

  Financial Accounting, 8e,  offers a host of pedagogical tools that complement the 
different ways you like to teach and the ways your students like to learn. Some offer 
information and tips that help you present a complex subject; others highlight issues 
relevant to what your students read online or see on television. Either way,  Financial 
Accounting ’s pedagogical support will make a real difference in your course and in 
your students’ learning. 

 Financial accounting standards and disclosure requirements are adopted by national regulatory agen-

cies. Since 2002, there has been substantial movement toward the adoption of  International Finan-
cial Reporting Standards (IFRS)  issued by the  International Accounting Standards Board (IASB).
Examples of jurisdictions requiring the use of IFRS currently include:

  The International Accounting Standards Board 

and Global Convergence of Accounting Standards 

 INTERNAT IONAL 

PERSPECT IVE 

lib25559_ch01_002-039.indd   18 06/04/13   5:44 AM

 Assessment of Le-Nature’s assets was important to its creditors, Wells Fargo Bank and others, and its

stockholders because assets provide a basis for judging whether the company has sufficient resources

  Interpreting Assets, Liabilities, and Stockholders’ 

Equity on the Balance Sheet 

 F INANCIAL 

ANALYS IS 

lib25559_ch01_002-039.indd   8 06/04/13   5:44 AM

 Some people are bothered by the recommendation that all well-run companies should have strong inter-

nal control procedures. These people believe that control procedures suggest that management does not 

  Ethics and the Need for Internal Control 
 A  QUEST ION 

OF ETHICS 

lib25559_ch06_276-325.indd   294 4/12/13   5:24 PM

? ANALYTICAL QUESTION

Does the company have the short-term resources to pay its short-term debt?

Current Ratio
KEY RAT IO 

ANALYS IS

lib25559_ch02_040-097.indd   66 06/04/13   6:15 AM

 Working Capital and Cash Flows 
 FOCUS ON 

CASH FLOWS 

 Many working capital accounts have a direct relationship to income-producing activities. Accounts 

lib25559_ch09_450-497.indd   462 4/12/13   9:57 PM

    FINANCIAL ANALYSIS BOXES —These features tie important chapter concepts to 
real-world decision-making examples. They also highlight alternative viewpoints and 
add to the critical-thinking and decision-making focus of the text.  

   A QUESTION OF ETHICS BOXES —These boxes appear throughout the text, convey-
ing the importance and the consequences of acting responsibly in business practice.  

   KEY RATIO ANALYSIS BOXES —Each box presents ratio analysis for the focus com-
pany in the chapter as well as for comparative companies. Cautions are also provided 
to help students understand the limitations of certain ratios.  

   FOCUS ON CASH FLOWS BOXES —Each of the first eleven chapters includes a dis-
cussion and analysis of changes in the cash flows of the focus company and explores 
the decisions that caused those changes.  

   INTERNATIONAL PERSPECTIVE BOXES —These boxes highlight the emergence of 
global accounting standards (IFRS) at a level appropriate for the introductory student.   
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AND CONTENT 

 Anticipating a greater emphasis on International Financial Reporting Standards 
(IFRS) in the United States and recognizing its presence in more than 100 countries 
worldwide, selected IFRS topics are integrated in appropriate chapters at a level 
suitable for introductory financial accounting so students will be well-prepared to 
use statements prepared under IFRS in their careers. The coverage in Libby/Libby/
Short exceeds the standards suggested by the PricewaterhouseCoopers (PwC) IFRS 
Ready program (2010) for sophomores and juniors presented below:

   • Sophomores interviewing for summer programs and internships and who have had at least 
one term of accounting should have a pre-awareness of IFRS by being able to define what 
IFRS stands for and why it could be important to their future careers.  

  • Juniors and above interviewing for internships or full-time positions should be able to dem-
onstrate an awareness of IFRS by being able to articulate which global organization estab-
lishes IFRS, what an example of a difference between U.S. GAAP and IFRS may be, and 
generally where it is used in the world.    

 The following table outlines the coverage chapter by chapter.   

“The textbook 
focuses on the 
key accounting 
concepts and 
is written 
clearly so that 
it is easy for 
students to 
understand.”

—Rada Brooks, 
University of 

California Berkeley, 
Haas School 
of Business

“The real-life 
examples are 
an excellent 
way to draw in 
the student 
and I thought 
that the ethics 
components 
and IFRS 
components 
were an 
excellent 
addition.”

—Tammy Metzke, 
Milwaukee Area 

Technical College

CHAPTER  TOPIC

 1 Financial Statements and 

Business Decisions, p. 18

The IASB and Global Convergence of Accounting 

Standards

 2 Investing and Financing Decisions 

and the Accounting System, 

p. 66

Understanding Foreign Financial Statements

 3 Operating Decisions and the 

Accounting System, p. 104

Income Statement Differences

 5 Communicating and Interpreting 

Accounting Information, p. 243

Differences in Accounting Methods Acceptable under IFRS 

and U.S. GAAP

Treatment of Extraordinary Items

 7 Reporting and Interpreting Cost 

of Goods Sold and Inventory, 

p. 338

Use of Last-In First-Out Method for Inventory

 8 Reporting and Interpreting 

Property, Plant, and Equipment; 

Intangibles; and Natural 

Resources, pp. 399, 408

Component Allocation

Differences in Accounting for Tangible and Intangible 

Assets

 9  Reporting and Interpreting 

Liabilities, pp. 459, 461

Classification of Refinanced Debt

Contingent Liabilities

 11 Reporting and Interpreting 

Owners’ Equity, p. 560

Stockholders’ Equity Terminology

 12 Statement of Cash Flows, p. 601 Treatment of Interest Received and Paid
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VIII

  PRACTICE IS KEY TO SUCCESS 

  PAUSE FOR FEEDBACK 
AND SELF-STUDY QUIZ 
Research shows that students learn best when they 
are actively engaged in the learning process.  This 
active learning feature engages the student, provides 
interactivity, and promotes efficient learning. These 
quizzes ask students to pause at strategic points 
throughout each chapter to ensure they understand 
key points before moving ahead. 

 “The  Pause for Feedback and Self-Study Quizzes 
give the student the opportunity to test their under-
standing of the material before moving forward  and 
also assist in breaking up the chapter into manageable 
sections.”

— Betty P. David, Francis Marion University       

  CHAPTER TAKE-AWAYS 
 Bulleted end-of-chapter summaries complement the 
learning objectives outlined at the beginning of the 
chapter.      

 GUIDED HELP 
Today’s students have a wide variety of 

time commitments. And research shows 
that when they have difficulty understanding a key con-
cept, they benefit most when help is available imme-
diately. Our unique Guided Help feature provides a 
narrated, animated, step-by-step walk-through of 
select topics covered in the Self-Study Quiz that 
can be viewed any time through their mobile device 
or online. Students will simply need to scan the 
QR code to view directly on their mobile device or go 
to the text website at www.mhhe.com/libby8e to view 
online. It also saves office hour time!

C H A P T E R  7   Reporting and Interpreting Cost of Goods Sold and Inventory 333

 P A U S E  F O R   F E E D B A C K    

 Inventory should include all items owned that are held for resale. Costs flow into inventory when 

goods are purchased or manufactured. They flow out (as an expense) when they are sold or disposed 

of. The cost of goods sold equation describes these flows. 

  S E L F - S T U D Y   Q U I Z  

  1. Assume the following facts for Harley-Davidson’s Motorclothes leather baseball jacket 

product line for the year 2013.      

    Beginning inventory:     400 units at unit cost of $75.   

   Purchases:     600 units at unit cost of $75.   

   Sales:     700 units at a sales price of $100 (cost per unit $75).       

  Using the cost of goods sold equation, compute the dollar amount of  goods available for 
sale, ending inventory  ,  and  cost of goods sold  of leather baseball jackets for the period.  

  2. Assume the following facts for Harley-Davidson’s Motorclothes leather baseball jacket 

product line for the year 2014.

    Beginning inventory:     300 units at unit cost of $75.   

   Ending inventory:     600 units at unit cost of $75.   

   Sales:     1,100 units at a sales price of $100 (cost per unit $75).     

  Using the cost of goods sold equation, compute the dollar amount of  purchases  of leather 

baseball jackets for the period. Remember that if three of these four values are known, the 

cost of goods sold equation can be used to solve for the fourth value.

   After you have completed your answers, check them with the solutions at the bottom of this page.    

 Beginning inventory

1  Purchases of merchandise during the year

2 Ending inventory

 Cost of goods sold

 Beginning inventory

1  Purchases of merchandise during the year

 Goods available for sale

2 Ending inventory

 Cost of goods sold

 G U I D E D  H E L P 

 For additional step-by-step video instruction on using the cost of goods sold equation to compute 

relevant income statement amounts, go to the URL or scan the QR code in the margin with your 

smartphone or iPad.   

S o l u t i o n s  t o 

S E L F - S T U D Y  Q U I Z
 1.    Beginning inventory (400 3 $75) $30,000

 1 Purchases of merchandise during the year (600 3 $75) 45,000

   Goods available for sale (1,000 3 $75) 75,000

 2 Ending inventory (300 3 $75) 22,500

   Cost of goods sold (700 3 $75) $52,500

2.  BI 5 300 3 $75 5 $22,500 BI 1 P 2 EI 5 CGS

  EI 5 600 3 $75 5 $45,000 22,500 1 P 2 45,000 5 82,500

  CGS 5 1,100 3 $75 5 $82,500 P 5 105,000

www.mhhe.com/libby8e

lib25559_ch07_326-379.indd   333 4/12/13   7:10 PM

     7-1.   Apply the cost principle to identify the amounts that should be included in inventory and the 
expense matching principle to determine cost of goods sold for typical retailers, wholesalers, 
and manufacturers.  p. 329  

 Inventory should include all items owned that are held for resale. Costs flow into inventory when 

goods are purchased or manufactured. They flow out (as an expense) when they are sold or disposed 

of. In conformity with the expense matching principle, the total cost of the goods sold during the 

period must be matched with the sales revenue earned during the period. A company can keep track 

of the ending inventory and cost of goods sold for the period using (1) the perpetual inventory sys-

tem, which is based on the maintenance of detailed and continuous inventory records, and (2) the 

periodic inventory system, which is based on a physical count of ending inventory and use of the 

cost of goods sold equation to determine cost of goods sold.  

    7-2.   Report inventory and cost of goods sold using the four inventory costing methods.  p. 334  

 The chapter discussed four different inventory costing methods used to allocate costs between the 

units remaining in inventory and the units sold and their applications in different economic circum-

stances. The methods discussed were specific identification, FIFO, LIFO, and average cost. Each of 

the inventory costing methods conforms to GAAP. Public companies using LIFO must provide note 

disclosures that allow conversion of inventory and cost of goods sold to FIFO amounts. Remember 

that the cost flow assumption need not match the physical flow of inventory.  

    7-3.   Decide when the use of different inventory costing methods is beneficial to a company.  p. 339  

 The selection of an inventory costing method is important because it will affect reported income, 

income tax expense (and hence cash flow), and the inventory valuation reported on the balance sheet. 

In a period of rising prices, FIFO normally results in a higher income and higher taxes than LIFO; in a 

period of falling prices, the opposite occurs. The choice of methods is normally made to minimize taxes.  

    7-4.   Report inventory at the lower of cost or market (LCM).  p. 342  

 Ending inventory should be measured based on the lower of actual cost or replacement cost (LCM 

basis). This practice can have a major effect on the statements of companies facing declining costs. 

Damaged, obsolete, and out-of-season inventory should also be written down to their current 

estimated net realizable value if below cost. The LCM adjustment increases cost of goods sold, 

decreases income, and decreases reported inventory in the year of the write-down.  

  C H A P T E R   T A K E - A W A Y S  

lib25559_ch07_326-379.indd   356 10/05/13   2:04 PM
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IX

IN FINANCIAL ACCOUNTING 

  CASES AND 
PROJECTS 
 This section includes annual 
report cases, financial reporting 
and analysis cases, critical think-
ing cases, and financial reporting 
and analysis team projects.      

  COMPREHENSIVE 
PROBLEMS 
 Selected chapters include prob-
lems that cover topics from 
earlier chapters to refresh, rein-
force, and build an integrative 
understanding of the course 
material.      

C A S E S  A N D  P R O J E C T S

  Annual Report Cases 

   Finding Financial Information 

  Refer to the financial statements of American Eagle Outfitters in Appendix B at the end of this book.  

   Required: 
 Skim the annual report. Look at the income statement, balance sheet, and cash flow statement closely 

and attempt to infer what kinds of information they report. Then answer the following questions based 

on the report. 

    1. What types of products does American Eagle Outfitters sell?  

   2. On what date does American Eagle Outfitters’s most recent reporting year end?  

   3. For how many years does it present complete

     a.  Balance sheets?  

    b.  Income statements?  

    c.  Cash flow statements?     

CP1-1
   LO1-1   

lib25559_ch01_002-039.indd   36 10/05/13   2:07 PM

  CONTINUING CASE 

The continuing 
case revolves 
around Penny’s 

Pool Service & Supply, Inc. and 
its largest supplier, Pool Cor-
poration, Inc. In the first five 
chapters, the continuing case 
follows the establishment, 
operations, and financial reporting for Penny’s. In Chapter 5, Pool Corporation, a real 
publicly traded corporation, is also introduced in more detail. The Pool Corporation 
example is then extended to encompass each new topic in the remaining chapters.    

 “This is an excellent book that can be used for both an introductory course 
as well as an MBA class. The book has a simple, conversational and easy-to-
understand writing style. The book is also very well organized and has a lot of 
end-of-chapter material.  This is one of the best financial accounting books 
that I have come across.  It is a must for a financial accounting course.”

— Syed Hasan, George Mason University    

C O N T I N U I N G  C A S E

  Financial Statements for a New Business Plan 

  Penny Cassidy is considering forming her own pool service and supply company, Penny’s Pool Service 

& Supply, Inc. (PPSS). She has decided to incorporate the business to limit her legal liability. She expects 

to invest $20,000 of her own savings and receive 1,000 shares of common stock. Her plan for the first 

year of operations forecasts the following amounts at the end of the year December 31, 2014: Cash 

in bank, $2,900; amounts due from customers for services rendered, $2,300; pool supplies inventory, 

$4,600; equipment, $28,000; amounts owed to Pool Corporation, Inc., a pool supply wholesaler, $3,500; 

note payable to the bank, $5,000. Penny forecasts first year sales of $60,000, wages of $24,000, cost 

of supplies used $8,200, other administrative expenses $4,500, and income tax expense of $4,000. She 

expects to pay herself a $10,000 dividend as the sole stockholder of the company.  

   Required: 
 If Penny’s estimates are correct, what would the following first year financial statements look like for 

Penny’s Pool Service & Supply (use  Exhibits 1.2 ,  1.3 , and  1.4  as models). 

    1. Income statement  

   2. Statement of stockholders’ equity  

   3. Balance sheet         

CC1-1

lib25559_ch01_002-039.indd   39 10/05/13   2:07 PM

Complete the requirements for each of the following independent cases:  

  Case A.   Dr Pepper Snapple Group, Inc., is a leading integrated brand owner, bottler, and distributor of 

nonalcoholic beverages in the United States, Canada, and Mexico. Key brands include Dr. Pepper, 

Snapple, 7-UP, Mott’s juices, A&W root beer, Canada Dry ginger ale, Schweppes ginger ale, 

and Hawaiian Punch, among others. 

The following represents selected data from recent financial statements of Dr Pepper Snapple Group 

(dollars in millions):      

DR PEPPER SNAPPLE GROUP, INC.
Consolidated Balance Sheets (partial)

(in millions) December 31, 2011 December 31, 2010

Assets
Current assets:

 Cash and cash equivalents $701 $315

  Accounts receivable (net of allowances 

 of $3 and $5, respectively)  585  536

COMP8-1  

  C O M P R E H E N S I V E   P R O B L E M  ( C H A P T E R S  6 – 8 )  

lib25559_ch08_380-449.indd   441 4/12/13   9:16 PM
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  A PROVEN TEACHING AND 

 Faculty agree the accounting cycle is the most critical concept to learn and master for 
students studying financial accounting. Libby/Libby/Short believes students struggle 
with the accounting cycle when transaction analysis is covered in one chapter. If 
students are exposed to the accounting equation, journal entries, and T-accounts for 
both balance sheet and income statement accounts in a single chapter, many are left 
behind and are unable to grasp material in the next chapter, which typically covers 
adjustments and financial statement preparation. 

 The market-leading Libby/Libby/Short approach spreads transaction analysis cov-
erage over two chapters so that students have the time to master the material. In 
Chapter 2 of  Financial Accounting,  students are exposed to the accounting equation 
and transaction analysis for investing and financing transactions that only affect bal-
ance sheet accounts. This provides students with the opportunity to learn the basic 
structure and tools used in accounting in a simpler setting. In Chapter 3, students are 
exposed to more complex operating transactions that also affect income statement 
accounts. As a result of this slower building-block approach to transaction analysis, 
students are better prepared and ready to learn adjustments, financial statement 
preparation, and more advanced topics. After the students have developed an under-
standing of the complete accounting cycle and the resulting statements, Chapter 5 
takes students through the corporate reporting and analysis process. 
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 This graphic shows a detailed comparison of the Libby/Libby/Short approach to 
the accounting cycle chapters compared to the approach taken by other financial 
accounting texts.     

 The authors’ approach to introducing the accounting cycle has been tested in peer-
reviewed, published research studies. One of these award-winning studies has shown 
that the accounting cycle approach used in this textbook yields learning gains that out-
pace approaches used in other textbooks by a significant margin.  

LEARNING METHODOLOGY 

I really like the way the Balance Sheet accounts are introduced with the accounting 
equation, then you go directly to Debit and Credit entries. I have not seen a text use 
this approach. I feel it would break the material down to make it easier to grasp for 
the first-time accounting student. I LOVE that the journal entries are introduced right 
in the same chapter as the accounting equation. Most texts introduce the accounting 
equation in chapter 1, then debits and credits in chapter 2. I like the approach the Libby 
text is using! Love the illustrations . . . This shows BOTH the accounting equation AND 
Journal Entries.”

—Christy Land, Catawba Valley Community College

Overview of F/S and Users,
B/S and I/S Transactions with

Accounting Equation
F/S, Ratios, and Conceptual

Framework

Adjustments, Closing
Entries, F/S Preparation

Adjustments, Closing
Entries, F/S Preparation

Overview of F/S and Users

Adjustments, Closing
Entries, F/S Preparation

Overview of F/S and Users

Accounting Cycle

B/S and I/S Transactions
with Journal Entries and

T-accounts

B/S Transactions
with Accounting Equation,

Journal Entries, and T-accounts

Start Early Compress Coverage Extend Coverage
(Libby/Libby/Short approach)

B/S and I/S Transactions
with Accounting Equation,

Journal Entries, and T-accounts

B/S and I/S Transactions
with Accounting Equation, 

Journal Entries, and T-accounts
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  WHAT’S NEW IN THE 8th EDITION? 

  Chapter 1 

 Focus Company: Le-Nature’s Inc. 

   •  New  focus company and coverage of an 

exciting, but simple, recent accounting fraud. 

Students are introduced to the structure, 

content, and use of the four basic financial 

statements through the story of two brothers 

who founded Le-Nature’s Inc., a natural 

beverage company. Le-Nature’s financial 

statements are used to support increases in 

borrowing for expansion. When actual sales 

do not live up to expectations, the brothers 

turn to financial statement fraud to cover up 

their failure. The fact that banks and other 

parties involved lost upwards of $700 million 

and the perpetrators are now spending a 

total of 70 years in federal prison emphasizes 

the importance of controls, responsible 

ethical conduct, and accurate financial 

reporting.  

  • The simple statement of stockholders’ equity 

replaces the statement of retained earnings to 

match current practice.  

  •  New   GUIDED HELP  feature provides all users 

of the text with free access to step-by-step 

video instruction on preparing a simple balance 

sheet, income statement, and statement of 

stockholders’ equity for LaCrosse Footwear, a 

leading outdoor footwear company.  

  •  New   CONTINUING CASE  added to the end-

of-chapter problems based on the activities 

of Penny’s Pool Service & Supply, Inc. and 

its supplier, Pool Corporation. These cases 

summarize key points emphasized in each 

chapter in a consistent context throughout the 

text. In Chapter 1, students prepare a basic 

income statement, statement of stockholders’ 

equity, and balance sheet based on Penny’s 

estimates for the first year.  

  • New and updated real companies, as well 

as modified accounts, names, and amounts 

for fictional companies in end-of-chapter 

exercises, problems, and cases.    

  Chapter 2 

  Focus Company:  Chipotle Mexican Grill 

   •  New  focus company  Chipotle Mexican Grill  
(replacing Papa John’s International in 7e), 

with integration of financial information for the 

first quarter of 2012 (not for a month as in 7e).

   •  Use of Chipotle Mexican Grill eliminates 

complications of franchise accounting 

involved in the Papa John’s example in the 7e.  

  •  Chipotle’s business strategy is based on 

sustainable practices that are of growing 

interest to businesses and society.     

  • Cash flow statement coverage limited 

to identifying transactions as operating, 

investing, or financing.  

  • Discussion and illustration of issuing common 

stock using accounts students will likely see 

in real statements—Common Stock and 

Additional Paid-in Capital (not Contributed 

Capital, which was used in 7e). The 

demonstration case and EOC material have 

been changed to reflect coverage of these 

new accounts.  

  • Update of the conceptual framework to reflect 

the new definitions from the FASB.  

  • Trial balance introduced (moved from 

Chapter 4 in 7e) and updated as needed as 

part of the continuing illustration of Chipotle 

Mexican Grill’s quarterly transactions.  

  • T-accounts added after each transaction to 

illustrate posting the effects.  

  •  New   GUIDED HELP  feature provides free 

access to step-by-step video instruction on 

transaction analysis and recording, posting, 

and classifying accounts for investing and 

financing activities  

  •  New   CONTINUING CASE  added to the end-

of-chapter problems. In this case, students 

prepare journal entries, post to T-accounts, 

prepare a trial balance and classified balance 

sheet, identify investing and financing 

activities affecting cash flows, and compute 

 One reason Libby/Libby/Short’s  Financial Accounting  is a best-selling textbook is 
because instructors can trust the flexibility in key topical coverage, the simplified 
explanations of complex topics, and end-of-chapter material that relates directly to 
the chapter’s text and engages the students with concepts and decision making using 
details from the chapter. 
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and interpret the current ratio based on the 

balance sheet for Penny’s Pool Service.  

  • New and updated real companies, as well 

as modified accounts, names, and amounts 

for fictional companies in end-of-chapter 

exercises, problems, and cases with 

requirements reflecting the changes in topics 

emphasized in each chapter.    

  Chapter 3 

  Focus Company:  Chipotle Mexican Grill 

   •  New  focus company  Chipotle Mexican Grill    
  • Update of the conceptual framework to reflect 

the new definitions from the FASB.  

  • The key ratio in this chapter was changed to 

the Net Profit Margin ratio (replacing coverage 

of the Total Asset Turnover ratio in the 7e).  

  • Trial balance updated as needed as part of 

the continuing illustration of Chipotle Mexican 

Grill’s quarterly transactions.  

  • T-accounts added after each transaction to 

illustrate posting the effects.  

  •  New   GUIDED HELP  feature provides free 

access to step-by-step video instruction on 

transaction analysis and recording, posting, and 

classifying accounts for operating activities.  

  •  New   CONTINUING CASE  where students 

prepare journal entries for operating activities, 

prepare a classified income statement, and 

compute and analyze the net profit margin 

based on the income statement for Penny’s 

Pool Service.  

  • New and updated real companies, as well 

as modified accounts, names, and amounts 

for fictional companies in end-of-chapter 

exercises, problems, and cases with 

requirements reflecting the changes in topics 

emphasized in each chapter.    

  Chapter 4 

  Focus Company:  Chipotle Mexican Grill 

   •  New  focus company  Chipotle Mexican Grill 
   •  The March 31, 2012, statements in 

Chapter 4 are quite similar to the actual 

quarterly statements of Chipotle, except 

for a few simplifications.     

  • The key ratio in this chapter was changed 

from Net Profit Margin ratio to the Total Asset 

Turnover ratio.  

  •  New   GUIDED HELP  feature provides free 

access to step-by-step video instruction on 

recording adjusting entries.  

  •  New   CONTINUING CASE  added where 

students prepare adjusting entries for Penny’s 

Pool Service.  

  • New and updated real companies, as well 

as modified accounts, names, and amounts 

for fictional companies in end-of-chapter 

exercises, problems, and cases with 

requirements reflecting the changes in topics 

emphasized in each chapter.    

  Chapter 5 

  Focus Company:  Apple Inc. 

   •  New  focus company  Apple Inc.,  with 

integration of the financial statements and 

corporate governance and disclosure processes 

of students’ favorite technology company.  

  •  New  simplified exhibit explaining the role of 

management, auditors, boards of directors, 

and regulators in ensuring the integrity of 

financial reporting.  

  • Focus narrowed to three topics: details of the 

corporate governance and disclosure process; 

financial statement formats and important 

subtotals, totals, and additional disclosures; 

and the analysis of financial statements 

through gross profit, net profit, total asset 

turnover, and return on assets analyses.  

  • Fraud triangle added to corporate governance 

discussion.  

  • Issuance of par value stock moved to the 

discussion of financing activities in Chapter 2.  

  •  New  section on the effects of transactions 

on key ratios added to tie the material in this 

chapter to coverage in Chapters 2, 3, and 4.  

  •  New   GUIDED HELP  feature provides free 

access to step-by-step video instruction 

on preparing a detailed classified income 

statement and balance sheet from a trial 

balance for   amazon. com , the world’s largest 

online retailer.  

  •  Two New   CONTINUING CASES  added 

to the end-of-chapter problems. The first 

asks students to evaluate the effects of 

key transactions on important statement 

subtotals and financial ratios for Penny’s Pool 

Service & Supply. The second introduces 

Penny’s supplier, Pool Corporation, a public 

company, and asks students to prepare a 

detailed classified income statement and 

balance sheet and compute the gross profit 

percentage and return on assets ratios.  
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  • New and updated real companies, as well 

as modified accounts, names, and amounts 

for fictional companies in end-of-chapter 

exercises, problems, and cases.    

  Chapter 6 

  Focus Company:  Deckers Outdoor Corporation 

   • Focus and contrast company data updated.  

  • Content narrowed to three related topics: 

computing and reporting net sales, 

receivables valuation, and control of cash.  

  • Coverage of gross profit percentage moved to 

Chapter 5.  

  • Exhibits reorganized to better reflect the 

chapter flow.  

  • Coverage of bad debt recoveries increased.  

  • Coverage of electronic banking increased.  

  •  New   GUIDED HELP  feature provides free 

access to step-by-step video instruction on 

preparing entries related to bad debts and 

determining their financial statement effects.  

  •  New   CONTINUING CASE  added to the end-

of-chapter problems. Students are asked to 

make summary entries for bad debts and 

compute the amount to be reported as net 

sales for Pool Corporation, a public company.  

  • New and updated real companies, as well 

as modified accounts, names, and amounts 

for fictional companies in end-of-chapter 

exercises, problems, and cases.    

  Chapter 7 

  Focus Company:  Harley-Davidson, Inc. 

   • Focus and contrast company data updated.  

  • Coverage of perpetual versus periodic 

inventory systems moved to section on cost of 

goods sold, near the beginning of the chapter.  

  •  New   GUIDED HELP  feature provides free 

access to step-by-step video instruction on 

computation of goods available for sale and 

cost of goods sold.  

  • Exhibits 7.4 and 7.5 revised to make it easier 

to see the effects of FIFO, LIFO, and average 

costing methods on the financial statements.  

  •  New   GUIDED HELP  feature provides free 

access to step-by-step video instruction on 

computing cost of goods sold and ending 

inventory under FIFO and LIFO costing methods.  

  •  New  Appendix B added demonstrating the 

effects of determining FIFO and LIFO cost of 

goods sold under periodic versus perpetual 

inventory systems.  

  •  New   CONTINUING CASE  added to the end-

of-chapter problems. Students are asked 

to determine the financial statement effects 

of the choice between FIFO and LIFO when 

inventory costs are increasing and when they 

are decreasing for Pool Corporation.  

  • New and updated real companies, as well 

as modified accounts, names, and amounts 

for fictional companies in end-of-chapter 

exercises, problems, and cases.    

  Chapter 8 

 Focus Company: Southwest Airlines 

   • Focus and contrast company data updated.  

  •  New   GUIDED HELP  feature provides free 

access to step-by-step video instruction on 

the three cost allocation methods—straight-

line method, units-of-production method, and 

double-declining balance method.  

  •  New  International Perspective box 

on component allocation, replacing 

the International Perspective box on 

measurement basis for property, plant, and 

equipment in the previous edition.  

  • Coverage of intangible assets moved to 

precede the discussion of natural resources.  

  •  New  International Perspective box on the 

differences in accounting for tangible and 

intangible assets, replacing the International 

Perspective box on standards in process in 

the previous edition.  

  •  New   CONTINUING CASE  added to the end-

of-chapter problems. Students are asked 

to record the acquisition, depreciation, and 

disposal of equipment for Pool Corporation, a 

public company.  

  • Two demonstration cases: One on accounting 

for and reporting of property, plant, 

equipment, and intangible assets; and one on 

accounting for natural resources.  

  • New and updated real companies, as well 

as modified accounts, names, and amounts 

for fictional companies in end-of-chapter 

exercises, problems, and cases.    

  Chapter 9 

 Focus Company: Starbucks

   • Focus and contrast company data updated.  

  • Quick ratio coverage removed.  

  •  New   GUIDED HELP  feature provides free 

access to step-by-step video instruction on 

present value.  
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   •  New   CONTINUING CASE  added to the 

end-of-chapter problems. Students are 

asked to record and report liabilities for Pool 

Corporation, a public company.  

  • New and updated real companies, as well 

as modified accounts, names, and amounts 

for fictional companies in end-of-chapter 

exercises, problems, and cases.     

  Chapter 10 

 Focus Company: AT&T 

   •  New  focus company  AT&T  and revised 

coverage related to reporting and interpreting 

the bonds of  AT&T.   
  •  New   GUIDED HELP  feature provides free 

access to step-by-step video instruction on 

calculating the issue price of a bond.  

  •  New   CONTINUING CASE  added to the end-

of-chapter problems. Students are asked to 

compute the issue price, interest expense, 

interest paid, and book value of the bonds 

for Pool Corporation, a public company.  

  • New and updated real companies, as well 

as modified accounts, names, and amounts 

for fictional companies in end-of-chapter 

exercises, problems, and cases.    

  Chapter 11 

 Focus Company: The Kroger Company 

   • Focus and contrast company data updated.  

  •  New   GUIDED HELP  feature provides free 

access to step-by-step video instruction 

on recording transactions related to stock 

dividends and stock splits.  

  • New section on the statement of changes in 

stockholders’ equity.  

  •  New   CONTINUING CASE  added to the end-

of-chapter problems. Students are asked 

to record the repurchase of shares by Pool 

Corporation, a public company, as well as all 

necessary entries related to its dividends.  

  • New and updated real companies, as well 

as modified accounts, names, and amounts 

for fictional companies in end-of-chapter 

exercises, problems, and cases.    

  Chapter 12 

  Focus Company:  National Beverage Corporation 

   • Statement of cash flows coverage moved to 

Chapter 12.  

  • Focus and contrast company data updated.  

  •  New   GUIDED HELP  feature provides free 

access to step-by-step video instruction on 

preparing the operating section of the statement 

of cash flows using the indirect method.  

  •  New  Demonstration Case illustrating 

preparation of the complete statement of cash 

flows based on the comparative balance sheet 

and other related information.  

  •  New  Chapter Supplement C (and related 

problem material) illustrates preparation of the 

statement of cash flows using the complete 

T-account approach.  

  •  New   CONTINUING CASE  involving 

preparation of the complete statement of cash 

flows for Pool Corporation, a public company.  

  • New and updated real companies, as well 

as modified accounts, names, and amounts 

for fictional companies in end-of-chapter 

exercises, problems, and cases.    

  Chapter 13 

 Focus Company: The Home Depot 

   • Financial statement analysis coverage moved 

to Chapter 13.  

  • Focus and contrast company data updated.  

  •  New   GUIDED HELP  feature provides free 

access to step-by-step video instruction on 

the computation of the current ratio, inventory 

turnover ratio, and price/earnings ratio.  

  •  New   CONTINUING CASE  added to the end-

of-chapter problems. Students are asked to 

compute ratios for Pool Corporation, a public 

company.    

  Appendix E 

 Focus Company: The Washington Post Company 

   • Reporting and interpreting investments in other 

corporations coverage moved to Appendix E.  

• Material organized so that instructors can 

easily choose which (if any) investments topics 

they wish to cover.

  • Focus and contrast company data updated.  

  •  New   GUIDED HELP  feature provides free 

access to step-by-step video instruction on 

passive investments accounting.  

  •  New  Chapter Supplement A on held-to-

maturity bonds purchased at other than par 

value using the amortized cost method.  

  •  New   CONTINUING CASE  added to the end-

of-chapter problems. Students are asked to 

prepare journal entries for Pool Corporation, a 

public company, assuming that it has purchased 

shares for the trading securities portfolio and the 

available-for-sale securities portfolio.     
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Fueled by LearnSmart—the most widely used and intelligent adaptive learning 
resource—SmartBook is the first and only adaptive reading experience available 
today.

Distinguishing what a 
student knows from 
what they don’t, and 
honing in on concepts 
they are most likely 
to forget, SmartBook 
personalizes content 
for each student in a 
continuously adapt-
ing reading experi-
ence. Reading is no 
longer a passive and linear experience, but an engaging and dynamic one where 
students are more likely to master and retain important concepts, coming to class 
better prepared. Valuable reports provide instructors insight as to how students 
are progressing through textbook content, and are useful for shaping in-class time 
or assessment. As a result of the adaptive reading experience found in SmartBook, 
students are more likely to retain knowledge, stay in class, and get better grades.

This revolutionary technology is available only from McGraw-Hill Education and for hun-
dreds of course areas as part of the LearnSmart Advantage series.

  How Does SmartBook Work? 
 Each SmartBook contains four components: Preview, Read, Practice, and Recharge. 
Starting with an initial preview of each chapter and key learning objectives, students 
read the material and are guided to topics that need the most practice based on their 
responses to a continuously adapting diagnostic. Read and practice continue until 
SmartBook directs students to recharge important material they are most likely to 
forget to ensure concept mastery and retention.  

  LEARN WITH ADAPTIVE 
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LearnSmart is one of the most effec-
tive and successful adaptive learning 
resources available on the market 
today. More than 2 million students 
have answered more than 1.3 billion 
questions in LearnSmart since 2009, 
making it the most widely used and 
intelligent adaptive study tool that’s 
proven to strengthen memory recall, 
keep students in class, and boost 
grades. Students using LearnSmart 
are 13% more likely to pass their 
classes and 35% less likely to dropout. 

Distinguishing what students know 
from what they don’t, and honing in on 
concepts they are most likely to for-
get, LearnSmart continuously adapts 
to each student’s needs by building an 
individual learning path so students 
study smarter and retain more knowl-
edge. Turnkey reports provide valu-
able insight to instructors, so precious 
class time can be spent on higher-level 
concepts and discussion. 

This revolutionary learning resource 
is available only from McGraw-Hill 
Education, and because LearnSmart 
is available for most course areas, 
instructors can recommend it to stu-
dents in almost every class they teach. 

TECHNOLOGY 
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 LEADING TECHNOLOGY 
EXTENDS LEARNING 

  MCGRAW-HILL  CONNECT ACCOUNTING  
Get Connect Accounting. Get Results.    

 McGraw-Hill Connect Accounting is a digital teaching and 
learning environment that gives students the means to 
better connect with their coursework, with their instructors, 
and with the important concepts that they will need to know 
for success now and in the future. With Connect Account-
ing, instructors can deliver assignments, quizzes, and tests 
easily online. Students can practice important skills at their 
own pace and on their own schedule.  

  Online Assignments     

Connect Accounting  helps students learn more efficiently by 
providing feedback and practice material when they need it, 
where they need it.  Connect Accounting  grades homework 
automatically and gives immediate feedback on any questions 
students may have missed.  

  Intelligent Response Technology (IRT) 

 IRT is a redesigned student interface for our end-of-
chapter assessment content. The benefits include 
improved answer acceptance to reduce students’ frus-
tration with formatting issues (such as rounding). Also, 
select questions have been redesigned to test students’ 
knowledge more fully. They now include tables for stu-
dents to work through rather than requiring that all cal-
culations be done offline.  

lib25559_fm_i-1.indd   xviiilib25559_fm_i-1.indd   xviii 5/23/13   1:12 AM5/23/13   1:12 AM



Rev. Confirming Pages

XIX

 Guided Examples     

 The Guided Examples in  Connect Accounting  provide a 
narrated, animated, step-by-step walk-through of select 
exercises similar to those assigned. These short presenta-
tions provide reinforcement when students need it most. 

  Student Library     

 The  Connect Accounting  Student Library gives stu-
dents access to additional resources such as recorded 
lectures, online practice materials, an eBook, and 
more.  

  BEYOND THE CLASSROOM 

As a student I need to interact with 
course material in order to retain it, 
and Connect offers a perfect platform 
for this kind of learning. Rather than 
just reading through textbooks, 
Connect has given me the tools to 
feel engaged in the learning process.

—Jennah Epstein Kraus, Student, 
Bunker Hill Community College
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  MCGRAW-HILL  CONNECT ACCOUNTING  FEATURES 
  Connect Accounting  offers a number of powerful tools and features to make managing assignments easier, so fac-
ulty can spend more time teaching.  

  Simple Assignment Management and Smart Grading     

 With  Connect Accounting,  creating assignments is easier 
than ever, so instructors can spend more time teaching and 
less time managing. 

   • Create and deliver assignments easily with selectable end-of-
chapter questions and Test Bank items.  

  • Go paperless with the eBook and online submission and grading 
of student assignments.  

  • Have assignments scored automatically, giving students imme-
diate feedback on their work and side-by-side comparisons with 
correct answers.  

  • Access and review each response; manually change grades or 
leave comments for students to review.  

  • Reinforce classroom concepts with practice tests and instant quizzes.    

  Student Reporting     

  Connect Accounting  keeps instructors informed about how 
each student, section, and class is performing, allowing for 
more productive use of lecture and office hours. The prog-
ress-tracking function enables you to:

   • View scored work immediately and track individual or group per-
formance with assignment and grade reports.  

  • Access an instant view of student or class performance relative 
to learning objectives.  

  • Collect data and generate reports required by many accredita-
tion organizations, such as AACSB and AICPA.     

  Instructor Library 

 The  Connect Accounting  Instructor Library is a repository 
for additional resources to improve student engagement in 
and out of class. You can select and use any asset that enhances your lecture. The  Connect Accounting  Instructor 
Library includes access to the eBook version of the text, videos, slide presentations, Solutions Manual, Instructor’s 
Manual, and Test Bank. The  Connect Accounting  Instructor Library also allows you to upload your own files.  
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  MCGRAW-HILL  CONNECT PLUS 
ACCOUNTING        

 McGraw-Hill reinvents the text-
book learning experience for the 
modern student with  Connect Plus 

Accounting.  A seamless integration of an eBook and  Con-
nect Accounting, Connect Plus Accounting  provides all of 
the  Connect Accounting  features plus the following:

   • An integrated, media-rich eBook, allowing for anytime, any-
where access to the textbook.  

  • Media-rich capabilities like embedded audio/visual presenta-
tions, highlighting, and sharing notes.  

  • Dynamic links between the problems or questions you assign 
to your students and the location in the eBook where that con-
cept is covered.  

  • A powerful search function to pinpoint key concepts for review.    

 In short,  Connect Plus Accounting  offers students powerful tools and features that optimize their time and energy, 
enabling them to focus on learning. 

 For more information about  Connect Plus Accounting,  go to   www.mcgrawhillconnect.com   ,  or contact your local 
McGraw-Hill sales representative.  

 TEGRITY CAMPUS: LECTURES 24/7   
 Tegrity Campus is a service that makes class time available 24/7 by automatically capturing 
every lecture. With a simple one-click start-and-stop process, you capture all computer screens 

and corresponding audio in a format that is easily searchable, frame by frame. Students can replay any part of any 
class with easy-to-use browser-based viewing on a PC, Mac, iPod, or other mobile device. 

 Educators know that the more students can see, hear, and experience class resources, the better they learn. In fact, 
studies prove it. Tegrity Campus’s unique search feature helps students efficiently find what they need, when they 
need it, across an entire semester of class recordings. Help turn your students’ study time into learning moments 
immediately supported by your lecture. With Tegrity Campus, you also increase intent listening and class participa-
tion by easing students’ concerns about note-taking. Tegrity Campus will make it more likely you will see students’ 
faces, not the tops of their heads. 

To learn more about Tegrity, watch a 2-minute Flash demo at   http://tegritycampus.mhhe.com   . 

  Students like the flexibility that  Connect  offers . . . They can complete their work and catch 
up on lectures anytime and anywhere. 

   —Professor  Lisa   McKinney ,   M.T.A., CPA, University of Alabama    

lib25559_fm_i-1.indd   xxilib25559_fm_i-1.indd   xxi 5/23/13   6:24 AM5/23/13   6:24 AM



Rev. Confirming Pages

XXII

  MCGRAW-HILL CAMPUS   
 McGraw-Hill Campus™ is a new one-stop teaching and learning experience available to users of any learn-
ing management system. This institutional service allows faculty and students to enjoy single sign-on (SSO) 
access to all McGraw-Hill Higher Education materials, including the award-winning McGraw-Hill  Connect

platform, directly from within the institution’s website. McGraw-Hill Campus provides faculty with instant access to teaching 
materials (e.g., eTextbooks, Test Banks, PowerPoint slides, animations, and learning objects), allowing them to browse, search, 
and use any ancillary content in our vast library. Students enjoy SSO access to a variety of free products (e.g., quizzes, flash cards, 
and presentations) and subscription-based products (e.g., McGraw-Hill  Connect ). With McGraw-Hill Campus, faculty and students 
will never need to create another account to access McGraw-Hill products and services.  

  Custom Publishing through Create 

 McGraw-Hill Create™ is a new, self-service website that allows instructors to create custom course materials by drawing upon 
McGraw-Hill’s comprehensive, cross-disciplinary content. Instructors can add their own content quickly and easily and tap into other 
rights-secured third party sources as well, then arrange the content in a way that makes the most sense for their course. Instructors 
can even personalize their book with the course name and information and choose the best format for their students—color print, 
black-and-white print, or an eBook.     

   Through Create, instructors can

   • Select and arrange the content in a way that 
makes the most sense for their course.  

  • Combine material from different sources and 
even upload their own content.  

  • Choose the best format for their students—
print or eBook.  

  • Edit and update their course materials as often 
as they’d like.    

 Begin creating now at   www.mcgrawhillcreate.com   .   

  COURSESMART   
  Learn Smart. Choose Smart.  
 CourseSmart is a way for faculty to find and review eTextbooks. It’s also a great option for students who 
are interested in accessing their course materials digitally and saving money. 

 CourseSmart offers thousands of the most commonly adopted textbooks across hundreds of courses from a wide variety of 
higher education publishers. It is the only place for faculty to review and compare the full text of a textbook online, providing 
immediate access without the environmental impact of requesting a print exam copy. 

 With the CourseSmart eTextbook, students can save up to 45 percent off the cost of a print book, reduce their impact on the 
environment, and access powerful web tools for learning. CourseSmart is an online eTextbook, which means users access and 
view their textbook online when connected to the Internet. Students can also print sections of the book for maximum porta-
bility. CourseSmart eTextbooks are available in one standard online reader with full text search, notes and highlighting, and 
e-mail tools for sharing notes between classmates. For more information on CourseSmart, go to   www.coursesmart.com   .    
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 Access to the instructor’s key text ancillary materials is at your fingertips. You can 
find all of the instructor ancillaries on McGraw-Hill  Connect Accounting  and on the 
password-protected instructor website, including: Presentation Slides, Solutions 
Manual, Test Bank and Computerized Test Bank, Instructor’s Resource Manual, 
Solutions to Excel Templates, and text exhibits. 

  Presentation Slides 

 Prepared by Susan Galbreath at David Lipscomb University, Jon Booker and 
Charles Caldwell at Tennessee Technological University, and Cynthia Rooney, 
University of New Mexico–Los Alamos. Completely customized PowerPoint 
presentations for use in your classroom.  

  Solutions Manual 

 Prepared by Robert Libby, Patricia Libby, and Daniel Short. Provides solutions 
to end-of-chapter questions, mini-exercises, exercises, problems, alternate 
problems, and cases.  

  Test Bank 

 Prepared by Gina Lord at Santa Rosa College. This comprehensive test bank 
includes more than 1,500 true/false, multiple-choice, and matching questions 
and problems, each tagged by learning objective, topic area, difficulty level, 
and AACSB, Bloom’s, and AICPA categories.  

  Instructor’s Resource Manual 

 Prepared by Jeannie Folk at College of DuPage. Includes overviews of chapter 
topics and resources to help you prepare for class. It describes the ready-to-
use resources that support the text and presents other enrichment resources, 
including innovative active learning exercises that you can use in class. This man-
ual is a must-read for any instructor interested in improving teaching evaluations.  

 MBA Companion to Financial Accounting 

Available in Create. Prepared by Frank Hodge of University of Washington, 
the MBA Companion mirrors the format of the text to further explore three 
important long-term liabilities: leases, taxes, and pensions. It uses UNDER 
ARMOUR’s current disclosures in discussing these topics and provides enough 
detail to allow MBA students to read, discuss, and actively make decisions 
related to these topics. The accompanying exercises, problems, and cases 
allow students to test their understanding of the material. 

  COMPLETE TEACHING PACKAGE FOR INSTRUCTORS 

✓

✓

✓

✓

✓
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✓   Instructor Excel Templates 

 Solutions to the student Excel Templates used to solve selected end-of-chapter exer-
cises and problems. These assignments are designated by the Excel icon.  

✓   EZ Test Online 

 McGraw-Hill’s EZ Test Online is a flexible and easy-to-use electronic testing program 
that allows instructors to create tests from book-specific items. EZ Test Online 
accommodates a wide range of question types and allows instructors to add their 
own questions. Multiple versions of the test can be created and any test can be 
exported for use with course management systems such as BlackBoard/WebCT. EZ 
Test Online gives instructors a place to easily administer EZ Test–created exams and 
quizzes online. The program is available for Windows and Macintosh environments.   

  ASSURANCE OF LEARNING READY 
 Many educational institutions today are focused on the notion of  assurance of learning,  an impor-
tant element of some accreditation standards.  Financial Accounting  is designed specifically to 
support your assurance of learning initiatives with a simple, yet powerful solution. 

 Each test bank question for  Financial Accounting  maps to a specific chapter learning outcome/
objective listed in the text. You can use our test bank software, EZ Test and EZ Test Online, 
or  Connect Accounting  to easily query for learning outcomes/objectives that directly relate to 
the learning objectives for your course. You can then use the reporting features of EZ Test or 
 Connect Accounting  to aggregate student results in similar fashion, making the collection and 
presentation of assurance of learning data simple and easy. 

  AACSB STATEMENT    
 The McGraw-Hill Companies is a proud corporate member of AACSB International. Understand-
ing the importance and value of AACSB accreditation,  Financial Accounting  recognizes the curri-
cula guidelines detailed in the AACSB standards for business accreditation by connecting selected 
questions in the test bank to the six general knowledge and skill guidelines in the AACSB standards. 

 The statements contained in  Financial Accounting  are provided only as a guide for the users 
of this textbook. The AACSB leaves content coverage and assessment within the purview of 
individual schools, the mission of the school, and the faculty. While  Financial Accounting  and 
the teaching package make no claim of any specific AACSB qualification or evaluation, we have 
labeled selected questions within the Test Bank to accompany  Financial Accounting  according to 
the six general knowledge and skill areas.   
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  Online Learning Center 

  www.mhhe.com/libby8e  

  Financial Accounting ’s Online Learning 
Center offers students additional study 
resources, including Self-Study quizzes, 
B set exercises, PowerPoint slides, and 
Excel templates tied to the end-of-
chapter material, all organized by chapter.  

 ✓  Student PowerPoint Presentations 

 Selected presentation slides reproduced 
in student version. Presentation slides 
are located on the text’s website.  

✓   Check Figures 

 Prepared by LuAnn Bean at Florida Insti-
tute of Technology. This resource pro-
vides answers to select problems and 
cases. Check Figures are located on the 
text’s Online Learning Center.  

✓   Study Guide Available in Create 

 An outstanding learning tool, this guide 
gives students a deeper understanding 
of the course material and reinforces, 
step by step, what they are learning in 
the main text.  

✓   Working Papers Available in Create 

 Working Papers are provided to assist 
students in solving complex text assign-
ments. The Working Papers are available 
both in print and as Excel spreadsheets.  

✓   Excel Templates 

 Available on the text website  www.mhhe
.com/libby8e . These templates are tied 

to selected end-of-chapter material and 
are available on the text website. These 
assignments are designated by the Excel 
icon.  

✓     Understanding Corporate Annual 
Reports,  by William R. Pasewark  

Available in Create 

 This financial analysis project empha-
sizes the interpretation and analysis of 
financial statements. It contains exten-
sive instructions for obtaining an annual 
report from a publicly traded corpora-
tion. Students gain hands-on experience 
working with annual reports and are then 
better prepared to understand financial 
accounting concepts and their use in the 
business world.  

✓    McGraw-Hill Customer Experience 
Group Contact Information 

 At McGraw-Hill, we understand that get-
ting the most from new technology can 
be challenging. That’s why our services 
don’t stop after you purchase our prod-
ucts. You can contact our Product Spe-
cialists 24 hours a day to get product 
training online. Or you can search our 
knowledge bank of Frequently Asked 
Questions on our support website. For 
Customer Support, call 800-331-5094, 
or visit  www.mhhe.com/support . One of 
our Technical Support Analysts will be 
able to assist you in a timely fashion.   

  COMPLETE STUDY PACKAGE FOR STUDENTS 

✓
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  THIS BOOK IS AIMED AT TWO GROUPS OF READERS: 

  Future managers,  who will need to interpret and use financial statement informa-
tion in business decisions. 

  Future accountants,  who will prepare financial statements for those managers. 

 Future managers need a firm basis for using financial statement information in their 
careers in marketing, finance, banking, manufacturing, human resources, sales, 
information systems, or other areas of management. Future accountants need a 
solid foundation for further professional study. 

 Both managers and accountants must understand how to  use financial statements in 
real business decisions  to perform their duties successfully. The best way to learn to 
do this is to study accounting in real business contexts. This is the key idea behind 
our  focus company approach,  which we introduce in the first chapter and which 
integrates each chapter’s material around a focus company, its decisions, and its 
financial statements. The focus companies are drawn from 12 different industries, 
providing you with a broad range of experience with realistic business and financial 
accounting practices. In each chapter,  you will actually work with these real compa-
nies’ statements  and those of additional contrast companies. 

 When you complete this book, you will be able to read and understand financial state-
ments of real companies. We help you achieve this goal by:

   • Selecting learning objectives and content based on the way that seasoned managers use 
financial statements in modern businesses.  We emphasize the topics that count.   

  • Recognizing that students using this book have no previous exposure to accounting 
and financial statements and often little exposure to the business world. We take you 
through the financial statements three times at increasing levels of detail (in Chapter 1, 
Chapters 2 through 5, and Chapters 6 through 13). This is the secret to our “ building 
block approach. ”  

TO OUR STUDENT READERS 
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  • Helping you “ learn how to learn ” by teaching efficient and effective approaches for learn-
ing the material. Keep these learning hints in mind as you work your way through each 
chapter.  

  • Providing regular feedback in Self-Study Quizzes, which occur throughout each chapter. 
 Complete the quizzes before you move on.  Then check your answers against the solution 
provided in the footnote. If you are still unclear about any of the answers, you should refer 
back to the chapter material preceding the quiz before moving on.  

  • Highlighting the  Key Terms  in  bold print  and repeating their definitions in the margins. 
You should pay special attention to the definitions of these terms and review them at the 
end of the chapter. A handy glossary is provided at the end of the book; consult it if you 
forget the meaning of an important term.  

  • Introducing the  Key Financial Ratios  used to assess different elements of financial per-
formance at the same time you are learning how to measure and report those elements. 
These will show you what kinds of accounting information managers use and how they 
interpret it.    

 At the end of each chapter you can test what you have learned by working the Dem-
onstration Cases.  Working problems is one of the keys to learning accounting.  Good 
luck in your first accounting course. 
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