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Test Your Knowledge

Chapter 7

Reporting Financial Information:

A Closer Look at the Financial Statements

1) What is the ledger and how does it interact with journal entries?

2) Explain how the ledger provides the information needed to prepare a) the Balance Sheet and b) the Operating Statement.

3) What is the main purpose of the Statement of Cash Flows and what are the three categories used within the statement?

4) Distinguish between the direct method and the indirect method for preparing and presenting the Statement of Cash Flows.
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