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1. Corporation (=%t. #=X&#t)

Financial Accounting and Reporting of a corporation is the process of recording,
classifying and accumulating transactions of the corporation, and the reporting of
these transactions to the stakeholders through the financial statements.
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[2. Stakeholders (FIEEFE) |

(1) XFKHKI%: Stakeholders (=Interested Parties)
(a) Stockholders,/Shareholders (Ff+=%tLic& w4 H L T 7= A)
(b) Creditors (fE#&E = YthicEE&2E L TN
Corporation 7% Stockholders <> Creditors 7>% . Financial Market (&l
%) @ L CEHEEESEHEDS Z L % Financing (BE£ZE) &0V 5,
(c) Clients (4tLOEIE)
(d) Vendors (4th~DHAZESE)
(e) Employees (M4+tLDHEHE)
(f) Governments (Bif)

Corporation X Vendors <> Employees (Zfit#h - EPEL TH O o 72OV —
v 2%, Clients |25 L, BR5EMMZEE O R b & DEFE=Profit (Fl&k) #&HBIT
% &ELV5 —ED Operation (F%) #1T-oTWL,

Profit 2> 5 13— E4E° Tax (FHBL) & LT Governments (2N S5,
Ko 1-E 2 1E. Owner T#H 5 Stockholders DEHLDTH S,

REEDS5H ENLC 500% Dividend & LT Stockholders IZiETT L. ENC BLY
% Corporation [Z Retain (B{R) 3 % H (L. Board of Directors Nk %,
(Stockholders H 23 Dividend %8 % directly |25~ 2% Z S IXTE20))

3 L RFR 72 BAf% A3 5 B Stakeholders 12 & - T, Corporation @ Financial
Report 12 & oo THELRERREMEHI 2D,
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IEZEE: : Corporation 0 Operation Cycle (B4 7 )L)
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(f##%) : Corporation @ Operation Cycle (%Y1 )L)

;) ] 2 DEE (ZDFR=ZRR)
EAE100 T2t AR LT Cash (Stockholders 7> [ 100 ))

Bank 72%50% Loan L7- Cash (Stockholders 7°5 | 100 |,
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M PETRAM AT Cash [ 0 | | (Stockholders 75 [ 100 |,
(ENE Bank 75 [ 50 )

Z D %200 Tl L= Cash (Stockholders >5[ 100 |,
il [ 0]  Bank2b [ 50 |,
Profit | 50 )
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ek [ 0] Banknb [ 30 ],
Profit [ 50 ]
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| 3. Financial Statements (81755 %)

(1) Going concern (#ft>%)

il EE2x5t E1X, Going concern (f#ftih3k) ZHIIRE L TLS1=0H. £EDIE
g% Accounting Period (RETHAfE) (ZXE)-> THIEL T <,

Accounting Period [ fiscal year (FFZEFEL) S RBLINLHZ L bHY ., EDUH
% ¥ % beginning of the year (¥i8&) &\, #1>V % year-end / end of the
year (i), & %\ \X Closing Date GREH) 9,

January 1 20X9 December 31 20X9
| - |>
Beginning of the year F'\I/ End of the year
(#&E) 'scal year (#I=R)
(BXREHE)

I
Accounting period (XEtHEARE)

(2) Generally Accepted Accounting Principles (GAAP : —f%IZ33&6 b - 5tHRE!)

Generally accepted accounting principles (GAAP) are a set of accounting
principles and practices that have become generally accepted and used by
accountants in preparing financial statements.

1= % 7% Financial Statements % {F i 9 % BX (% . Generally Accepted
Accounting Principles (GAAP : —fg[C32& b f-RETRAI) (ZHt-> TUFRZAT
DX 572y, Accounting Principles i3 accounting standards & & FEEHL
60
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(3) Financial Statements D= & R ER

(D Balance Sheet (B/S)

Balance Sheet (B/S) (&% dffm (Closing Date. JREH) @ Financial
Position (BABUIKEE) &R T .

TAC Company
BALANCE SHEET
As of December 31, 20X1 (in thousands)
Assets
Current assets
Cash and cash equivalents $ 725
Accounts receivable 2,275
Inventories 3,000
Total current assets 6,000
Property, plant and equipment, less accumulated depreciation 10,000
Total assets $16,000

Liabilities and Stockholders’ Equity
Current liabilities

Accounts payable 2,000
Loan payable — short-term 2,200
Total current liabilities 4,200
Long-term debt
Loan payable — long-term 1,600
Total liabilities 5,800
Stockholders’ equity
Common stock, $3 par value 3,000
Additional paid-in capital 1,000
Retained earnings 6,200
Total Stockholders’ equity 10,200
Total liabilities and Stockholders’ equity $16,000
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The purpose of the balance sheet is to communicate the balances of

* what the entity owns (its Assets)

+ what the entity owes (its Liabilities), and

+ the difference between assets and liabilities (its Stockholders’ equity).

The balance sheet is like a snapshot of the entity’s financial position at a point.

B/S % Closing Date GREH) D Assets (&), Liabilities (B&) & U
Stockholders’ Equity (#& ) 0) Balance (32&) D—EBXRTH 5,

Balance sheet

Liabilities
Assets

Stockholders’ Equity

(i) Assets (BE) : [#2&E). BAELE-EEDERTE

An asset is an economic resource that is owned by the corporation and
expected to bring probable future economic benefit.

BRE LT, DA T D IAED ATREMED W FRR OB FHIER TH 5,

(ii) Liabilities (£1%) : Assets ® 5 % Creditors DN DEE

A liability is a present obligation of future economic sacrifice of the
corporation; i.e. obligation to pay cash, transfer assets, or provide
services to other entities in the future.

AELIT, BEPES> TV AHRRORBFIEETHY . BHEER LD
Wbl h,
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(iii) Stockholders’ Equity (#%F&EA) : [#&EE . Assets & Liabilities DZE%E

Stockholders’ equity represents the Ownership interest of the owners
of the corporation. It equals the residual interest, or residual equity, in
the assets that remains after deducting the corporation’s liability.

BREBEAR LI, BENOABEZGIWIERY THY, REOHTAETHD
HREDOFHTH D,

Assets [, Creditors & f-I& Stockholders &6 L DERIZET 5.
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W Current (i#)) IHH & Non-current (long-term. [EE) TEHH

Balance sheet

éash

Account receivable\

Inventories

Current Assets

Current Liabilities

Short-term l
loan receivable
Short-term
\ investments
7

Long-term Assets
(Fixed Assets)

Long-term Liabilities

Stockholders’ equity

Property,plant and
equipment
Intangible assets
Investments

Account payable
Short term
loan payable

Long-term
loan payable

Property, plant and equipment (F/EZEE& ) : Land, Building, Equipment 7¢ &
Intangible assets (MEFEZ[EEENE) : Patent (FFTHE) O L 9 72 pEHE, Software,Goodwill
(DIA) T2 &

Investments (B&5E) « MAEASOHE R E

H Current & Non-current O X553

1) Normal Operating Cycle rule (IE7 & 2E/E 8 KL UE)
MHi4 — padn - Ji — ZEMEE - Bié) oA 7 A Ficd 5 b DI current

ETHRMETH D,

HAKRE]) Inventory, Accounts receivable — Current assets
Account payable — Current liabilities

2) One-yearrule (—#=3L%E)
PRFEHIRSRE H OB AN GERE L C—HFLUN CEEIH) 1I28k3 5 b D% current,
—IEEBZ T (BAWLIFID) BlkT 5 b D% non-current &5 HETH S,
H&f) Loan receivable — Normal Operating Cycle TIZ4E U722\ W\ C, g H 2
REROFANLEE LT 1LEUNTHIUE Current assets, 1 4B THIL

X Non-current assets & 72 %,
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® Income Statement (I/S)

Income Statement (I/S) |%—EHifil> Operating Results (#%= pkig) %

x£7
(Single Step)

TAC Company
Income statement
For the Year Ended December 31, 20X1 (in thousands)

Revenues

Net sales $ 1,000

Rental revenue 70

Interest revenue 100 $ 1,170
Expenses

Cost of goods sold $ 400

Selling expenses 100

General and administrative expenses 150

Interest expense 50

Income tax expense 70 $ 770
Net income $ 400

(Multiple Step)

Net sales $ 1,000
Cost of goods sold (400)
Gross margin 600
Operating expenses
Selling expenses $ 100
General and administrative expenses 150 (250)
Operating income 350
Other revenues
Rental revenue 70
Interest revenue 100 170
Other expenses
Interest expense (50)
Income before income tax 470
Income tax expense (70)
Net income $ 400
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I/S 1%. Accounting Period (&&H#ifH) 12317 % Revenues (IN4§) &
Expenses (/1) DO%i% Gross (#%H) Tr¥, Zhickb,

1) Net Income (Net Loss) D%

2) Profitability (4§, =R L T TV D0, BHZNTTE TR0
% present 35,

(i) Revenues (%)

Revenue is increase in Stockholders' equity resulting from selling
goods, rendering services, or performing other business activities to the
clients.

Stockholders’ equity #&A00 =X :

1) Revenues : Client 705 (FESHORTE, T —E ADRMEZ DM OFHERE
k- T) M L7ZE—Retained earnings (27 E

2) Stockholders 75 D& AL A—Retained earnings & XX 5 L T Paid in
capital & LTtk

(i) Expenses (& )

Expense is decrease in Stockholders’ equity resulting from the cost of
selling goods, rendering services, or performing other business activities
to the clients.

Stockholders’ equity JE4> O FFEA :

1) Expense : Client 7>5 ® Revenues #150D7- 12, Vendor X°> Employee
72 PI\TxF LT S v/ 2 2 - —Retained earnings (27

2) Stockholders ~® Dividends (i!*4) —Retained earnings (Z7t I
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W Multiple step I/S D% (kL subtotal (BRpEFIZE) % /~7)

* Gross profit/margin (F5_L#F|&. #F])
=Sales (5tt&) — Costof goods sold (COGS, 7t L[R{f)

% Operating income (EZEFIIE., &R¥ENDSORT)
=Gross profit — Operating expenses (JRFTER UV —REEE)

Operating expenses
=Selling expenses (IRF*#E)
+ General and administrative expenses (—f3EE%)
=S8SG&A

Selling expenses D
Delivery expense (Freight-out ; J§31%%¢)

Sales salaries and commissions (JR5EFH U HEZE B OFGEFCTHokL

Advertising expense (N5 ERE) 72 L

General and administrative expenses 1§l
Officers’ salaries (BT B OFE
Office salaries (& B4 HE3E B D#AEL
Accounting and legal fees (Z&t10777E L O HiEH)
Insurance expense ({£REr

Depreciation of office equipment (G5 EE3EES A ER OJAMERNE) 72 &

Other revenues, Other expenses (DD, H, B I Financial activities

(BT =E&TECRRIEEOEM) 75O Ofl
Interest expense. interest revenue (GZIAFIE., =2 HUFIE.)
Dividends income (5 Bfid 24 4»)

Rental revenue (EEINA (BEEZAREL L TWRWEIDOEE)) 7L

Income tax expense GEAFRZE. FIZIZI U CTIHA O Bid)

*Net income (4 #A#tFI3%)
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® Cash Flow Statement (C/F)

TAC Company
Statement of Cash Flows
For the Year Ended December 31, 20X1 (in thousands)

CASH FLOWS FROM OPERATING ACTIVITIES

Cash received from customers $ 900

Cash paid to suppliers and employees (550)

Interest received 100

Interest paid (50)

Income taxes paid (60)
Net cash provided by operating activities $ 340
CASH FLOWS FROM INVESTING ACTIVITIES

Capital expenditures for PPE (1,200)
Net cash used in investing activities (1,200)

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from issuance of long-term debt 1,600
Dividends paid (200)
Net cash provided by financing activities 1,400
NET INCREASE IN CASH AND CASH EQUIVALENTS 540
Cash and cash equivalents at beginning of year 185
Cash and cash equivalents at end of year $ 725

Cash Flow Statement (%, B/S ® Cash and cash equivalents (Fi &1 &
VHERIEY) oML~

EFED CIF 1%, Y4#o Cash Flow 235400 Inflow (U AEME) THD Z L%,
3ODESITAT THH L T D,
(1) Operating Activities (= 3£i5#)) (2L % Inflow 340
(2) Investing Activities (& 15%)) (2 XL 5 Outflow (GZHiEE) 1,200
(3) Financing Activities (FA%15®) (2L 5 Inflow 1,400

C/F IZ DWW TIL FART T4 %,
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@ Statement of Changes in Stockholders’ Equity (S/S)

TAC Company
Statement of changes in Stockholders’ equity
For the Year Ended December 31, 20X1 (in thousands)

Additional .
Common Lo Retained
Paid-in . Total
Stock . Earnings
Capital
December 31 20X0 $3,000 1,000 6,000 10,000
Net Income - - 400 400
Dividend Payment - - (200) (200)
December 31 20X1 3,000 1,000 6,200 $10,200

Statement of Changes in Stockholders’ Equity (&, B/S ¢ Stockholders’
Equity (BT ER) DBREBAMZRT,

Stockholders’ Equity
1) Paid-in Capital (35AEAK) : Stockholders HhLVAATE TTF] THUY.

UT®D 220120 1FTEHLET %,

DO Common Stock (& A<4x) : Stockholders MIAVVIAATZTTTFD H B,
Stock ™ Par Value (#Hifi) +H24%H,

@ Additional Paid-in Capital (APIC, & A |4 4x) : Stockholders 73
Corporation @ Stock % Par Value (%) LY bE<HEA L & T3
A2 TRIREI TH DD, Clients 2>HH#43 % Net Income & 13RI
TR 5720y (% W, Retained Earnings (215 L Ciduw i
20N,

2) Retained Earnings (FIl4£%I434) : Clients ~MER5E T4 L 1= Net Income M
E#E%ETh D, Stockholders ~ Dividend %, Corporation 7% Clients 75
B2\ 72 Retained Earnings 7> 5 X4 b,
® @ ~ @D Notes (GEiR)

FIEBIRE [ HE R TR A RANCPIR T 2 72 IC A MR IC Notes (T
FL) ARLHE N D,
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1. Basic Concepts of Financial Accounting
Terminology
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Corporation

Stock

Stockholder,” Shareholder
Director

Officer

Dividend

Shareholders’ meeting
Board of directors
Operating results

W RS
XN IN
(/=W

e
B
2 > b

2
I
=
P

Financial position
Stakeholder,Interested party
Creditor

Financing

Client

Vendor

Employee

Operation

Profit

Financial statements

I
&
=
Sk
S

FE B

fEEE

&L DFE

e

AR

E¥E (©Employer)
=X

AIES

MR

Oooooooooo

Accounting period
Beginning of the year
End of the year

Balance sheet

As of December 31, 20X1
Asset

Liability

Stockholders’ equity
Future economic benefit

Future economic sacrifice

SRR (—p20)

e

HIR

HfEcRE (BIS)
20X14F12 A 31 H HIAE

EIE

AR

BREEAR, Mg

PR ORFEHIELE (Asset)
kO HEYE (Liability)
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O 31 Ownership interest REDF (S/H's equity)

O 32 Account i

O 33 Balance (FhiE D) #

O 34 Current item vREE H

O 35 Non-current item [ i H H

O 36 Normal operating cycle e SEAE BRI

O 37 One-year rule 1 AR

O 38 Income statement HEEEE (/S)

O 39 For the year 20X14F12H 31 H TR T3 D4R

ended December 31, 20X1 (20X1%-1H1H~12H31H)

O 40 Net income,”Net Loss Y BRI AR 2 A 2
ST Revenve W

O 42 Expense #

O 43 Single-step income statement HE Sy FHR AR R

O 44 Multiple-step income statement X XS R

0O 45 Gross margin 7¢ EiaFlas

O 46 Operating expense MRTEE o O PR

O 47 Operating income (=5 A

O 48 Selling expense Woe &

0O 49 General and administrative expense — %% E&

O 50 Cash flow statement Xy via7u—atEE (CF)
o s Statement of changes in BB ALBIR S (S/S)

stockholders’ equity
O 52 Paid-in capital HIAE R
0 53 Retained earnings F R R R4
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