
 

  ABA Preparatory Course 1 

    Study Guide 
 

    Listed below are the topics and concepts that you should 
understand for each chapter. 

 

Week 1 
 
Chapter 1. 
Accounting Principles 
Ch. 1, Accounting Principles 
Ch. 1 
1. Define accounting 
2. Understand the four basic accounting assumptions 
3. Understand the eight basic accounting principles 
4. Understand the three basic qualitative characteristics of accounting 
5. Characterize the agencies that regulate the accounting profession 
6. Describe the accounting model 
7. Understand the accounting equation 
8. Illustrate a business transaction and how it relates to the accounting equation 
9. Name and characterize the three business ownership structures 
10. Characterize the basic financial statements of a business entity and their basic relationships 
11. Understand the three objectives and the five major elements of internal control 
 

Chapter 2. 
Record Setup 

1. Explain the characteristics of an account 
2. Define the chart of accounts 
3. List the rules of debit and credit 
4. Understand the concept of the general journal 
5. Understand the concept of the general ledger 
6. Describe and understand the use of special journals 
7. Describe and understand the use of subsidiary ledgers 
8. Analyze and post transactions and understand their effect on financial statements 
9. Prepare a trial balance 
 



Chapter 3. 
The Accounting Cycle 
Ch. 3, The Accounting Cycle 
Ch. 3 
1. Understand the purpose and sequence of the procedures of the accounting cycle 
2. Understand and list the steps of the accounting cycle 

Chapter 4. 
Cash Versus Accrual Accounting 
Ch. 4, Cash Versus Accrual Accounting 
Ch. 4 
1. Distinguish between accrual-basis accounting and cash-basis accounting 
2. Understand the periodicity assumption 
3. Understand the revenue recognition principle 
4. Understand the matching principle 
 

Chapter 5. 
Revenue Recognition 
Ch. 5, Revenue Recognition 
Ch. 5 
1. Discuss and define the revenue recognition principle 
2. Describe revenue recognition methods at the point of sale 
3. Describe revenue recognition methods before delivery 
4. Describe revenue recognition methods after delivery 
5. Describe revenue recognition methods for special sales transactions 
 
 
 
 

Week 2 

Chapter 6. 
Adjusting, Closing, and Reversing Entries, 
and Error Correction 
Ch. 6, Adjusting, Closing, Reversing Entries, & Error Correction 
1. Explain why adjusting entries are necessary, list their characteristics, and journalize entries for 

accounts needing adjustment 
2. Explain why closing entries are necessary, and journalize and make post-closing entries 
3. Explain why reversing entries are used 
4. Detect errors and correct them 

Chapter 7. 
Worksheet Preparation 
Ch. 7, Worksheet Preparation 
Ch. 7 
1. Prepare a worksheet and explain its purpose 



2. Prepare financial statements from a worksheet 
3. Prepare adjusting and closing entries from a worksheet 

Chapter 8. 
Financial Statement Preparation 
Ch. 8, Financial Statement Preparation 
Ch. 8 
1. Prepare and analyze an income statement 
2. Prepare and analyze the statement of retained earnings 
3. Prepare and analyze a balance sheet 
4. Prepare and analyze a statement of cash flows 
5. Interpret the notes to financial statements 
6. Explain the need for and uses of supplemental information to the financial statements 
 

Chapter 9. 
Partnershipsh. 9, Partnerships 

Ch. 9 
1. Define a partnership 
2. Identify the basic types of partnerships 
3. Identify the characteristics of a partnership 
4. Journalize the initial investments of the partners 
5. Journalize partnership profits or losses 
6. Journalize partner withdrawals 
7. Journalize the admission of a new partner 
8. Journalize the withdrawal of a partner 
9. Ramification of a partner’s death 
10. Explain the liquidation of a partnership 
 

Chapter 10. 
Cash 
Ch. 10, Cash 
1. Explain the concept of liquidity and the difference between cash and cash equivalents 
2. Define internal control 
3. Identify the characteristics of an internal control system 
4. Describe the internal control procedures used to protect cash 
5. Prepare a bank statement reconciliation and journalize the related entries 
6. Explain the operation of a petty cash fund and be able to prepare journal entries to record petty 

cash fund transactions 
7. Explain electronic funds transfer and describe how it is used to process cash transactions 
 



Week 3 

Chapter 11. 
Accounts and Notes Receivable 
Ch. 11, Accounts & Notes Receivable 
Ch. 11 
1. List and define the common classifications of receivables 
2. Summarize the internal control procedures that apply to receivables 
3. Prepare entries to account for transactions with credit customers, including accounting for bad 

debts 
4. Contrast the differences between the allowance methods for accounting for bad debts 
5. Discuss the direct write-off method of accounting for bad debts 
6. Journalize the entries for notes receivable transactions 
7. Define temporary investments 
8. Report receivables on the balance sheet 
 

Chapter 12. 
Investments 
Ch. 12, Investments 
Ch. 12 
1. Explain the classification and valuation of investments 
2. Account for investments in debt and equity trading securities 
3. Account for investments in available-for-sale debt and equity securities 
4. Account for investments in held-to-maturity debt securities, including amortization of bond 

premiums and discounts 
5. Understand transfers and impairments 
6. Understand disclosures of investments 
7. Explain the conceptual issues regarding investments in marketable securities 
8. Account for investments using the equity method 
 

Chapter 13. 
Inventories 
Ch. 13, Inventories 
Ch. 13 
1. Summarize the internal control procedures that apply to inventory 
2. Describe how the matching principle relates to accounting for merchandise, the types of items 

that should be included in merchandise inventory, and the elements that make up the cost of 
inventory 

3. Account for inventory by the periodic and perpetual system 
4. Apply the inventory costing methods: specific identification, weighted-average cost, FIFO, and 

LIFO 
5. Identify and contrast the income effects of the inventory accounting methods 
6. Apply the lower-of-cost-or-market rule to inventory 
7. Describe the effect of inventory errors on the financial statements 
8. Estimate the value of ending inventory, using the retail method and the gross profit method 



Chapter 14. 
Property, Plant, and Equipment 
Depreciation and Depletion 
Ch. 14, Property, Plant, & Equipment Depreciation & Depletion 
1. Describe the internal controls that apply to fixed assets 
2. Define fixed assets and identify the elements of a fixed asset’s cost 
3. Explain the concept of depreciation 
4. Account for the depreciation of fixed assets, using the straight-line, units of production, sum-of-

the-years-digits, declining balance, and MACRS methods 
5. Identify the best depreciation method for income tax purposes 
6. Classify fixed asset costs as either capital expenditures or revenue expenditures 
7. Account for the disposal of fixed assets 
8. Account for natural resources and depletion 
 
 

Week 4 

 
Chapter 15. 
Intangible Assets 
Ch. 15, Intangible Assets 
Ch. 15 
1. Describe the characteristics of intangible assets 
2. Explain the procedures for valuing and amortizing intangible assets 
3. Identify the types of specifically identifiable intangible assets 
4. Explain the conceptual issues of goodwill 
5. Describe the accounting procedures for recording goodwill 
 

Chapter 16. 
Current and Long-Term Liabilities 
Ch. 16, Current and Long-Term Liabilities 
Ch. 16 
1. Define liabilities and explain the difference between current and long-term liabilities 
2. Identify the types and categories of current liabilities 
3. Describe how accountants record and report short-term notes payable 
4. Describe employee-related expenses and liabilities, and prepare journal entries to record them 
5. Explain the accounting for different types of contingent liabilities 
6. Describe how current liabilities and contingencies are presented 
7. Define long-term debt and identify the different types of long-term liabilities 
8. Identify various types of bond issues 
9. Describe accounting for the valuation of bonds at the date of issuance 
10. Describe methods of calculating the amortization of bond discounts and premiums 
11. Describe the accounting procedures for the early retirement of debt 
12. Explain the accounting procedures for long-term notes payable 
13. Describe the disclosure requirements for long-term debt 
 



Chapter 17. 
Stockholders’ Equity 
Ch. 17, Stockholders’ Equity 
Ch. 17 
1. Discuss the characteristics of the corporate form of organization 
2. Identify the rights of stockholders 
3. Explain the key components of stockholders’ equity 
4. Explain the accounting procedures for issuing shares of stock 
5. Explain the accounting for treasury stock 
6. Describe the major characteristics of preferred stock 
7. Distinguish between debt and preferred stock 
8. Identify items reported as paid-in capital 
9. Identify the various forms of dividend distribution 
10. Explain the accounting for small and large stock dividends 
11. Distinguish between stock dividends and stock splits 
12. Explain the effect of different types of preferred stock dividends 
13. Identify the reasons for appropriating retained earnings 
14. Explain the accounting and reporting for appropriated retained earnings 
 

 

Week 5 

Chapter 18. 
Payroll 
Ch. 18, Payroll 
Ch. 18 
1. Compute payroll amounts 
2. Determine employer liabilities for payroll, including liabilities arising from employee earnings 

and deductions from earnings 
3. Make basic payroll entries 
4. Describe payroll accounting systems that use a payroll register, employee earnings record, and a 

general journal 
5. Describe employee fringe benefits, including vacation pay and pensions 
 

Chapter 19. 
Accounting For Leases 
Ch. 19, Accounting For Leases 
Ch. 19 
1. Explain the advantages of leasing 
2. Explain how to classify leases 
3. Account for a lessee’s operating and capital leases 
4. Understand the lessee’s required disclosures 
5. Account for a lessor’s operating, direct financing, and sales-type leases 
6. Understand the lessor’s required disclosures 
7. Understand lease issues related to real estate, sale-leaseback issues, leveraged leases, and 

changes in lease provisions 
 



Chapter 20. 
Accounting For Pensions 

Ch. 20, Accounting For Pensions 
Ch. 20 
1. Identify types of pension plans and their characteristics 
2. Explain alternative measures for valuing the pension obligation 
3. Identify the components of pension expense 
4. Explain the accounting procedure for recognizing unexpected gains and losses 
5. Explain the recognition of a minimum liability 
6. Describe the reporting requirements for pension plans in financial statements 
7. Identify the differences between pensions and postretirement benefits 
 

Chapter 21. 
Financial Statement Analysis 
Ch. 21, Financial Statement Analysis 
Ch. 21 
1. Explain the relationship between financial reporting and general purpose financial statements 
2. Describe, prepare, and interpret comparative financial statements and common-size comparative 

statements 
3. Calculate and explain the interpretation of the ratios, turnovers, and rates of return used to 

evaluate short-term liquidity, long-term risk and capital structure, and operating efficiency and 
profitability 

4. Understand the limitations associated with using financial statement ratios  
 

Week 6 

 

Chapter 22. 
Statements of Standards for  
Accounting and Review Services 

Ch. 22, Statements of Standards for Accounting & Review Services 
1. SSARS 1 (Section 100) 
2. SSARS 2 (Section 200) 
3. SSARS 3 (Section 300) 
4. SSARS 4 (Section 400) 
5. SSARS 6 (Section 600) 
 
 
 



Chapter 23. 
Engagement Letters 
Ch. 23, Engagement Letters 
Ch. 23 
1. Understand the accountant’s legal liability 
2. Recognize the need for and purpose of engagement letters 
3. Understand the contents of engagement letters 
a. Illustration – Compilation With Full Disclosure 
b. Illustration – Compilation Without Disclosure 
c. Illustration – Personal Financial Statements 
 

Chapter 24. 
Other Comprehensive Basis of Accounting (OCBOA) 
Ch. 24, OCBOA 
Ch. 24 
1. Understand the concept of OCBOA 
2. Illustrate OCBOA compilation reports 
 

Chapter 25. 
Working Papers 
Ch. 25, Working Papers 
Ch. 25 
1. Understand the purpose of working papers 
2. Organize working paper files 
3. Determine the content of working papers 
4. Understand ownership and custody of working papers 
 

Chapter 26. 
Report Letters 

1. Compilation report – single year 
2. Compilation report – comparative statement 
3. Compilation report – disclosures omitted 
4. Compilation report – lack of independence 
5. Compilation report – going concern 
6. Compilation report – personal financial statements 
7. Compilation report – personal financial statements disclosures omitted 
8. Compilation report – personal financial statement cost basis 
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