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		if it decreases capital. Thus, for instance, borrowing cash from a bank does not contribute to revenue. In many companies, there are hundreds and perhaps thousands of in  come and expense transactions in a month. To lump all these transactions under one account would be very cumbersome and would, in addition, make it impossible to show relationships among the various items. To solve this problem, we set up a temporary set of income and expense ac  counts. The net difference of these accounts, the net pro t or net loss, is then transferred as one  gure to the capital account.
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h2 9.
The area of a rhombus equals one-half the product of the lengths of its diagonals. Since each diagonal is the perpendicular bisector of the other, the area of triangle I in Fig. 9-14 is 1(1d)(1d ) 2 2 2 4(1dd ) or 1dd 8 2
Fig. 9-14
Area of a rhombus (a) Find the area of a rhombus if one diagonal has length 30 and a side has length 17. (b) Find the length of a diagonal of a rhombus if the other diagonal has length 8 and the area of the rhombus is 52.
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Don t Forget!
See Fig. 9-15.
Fig. 9-15
(a) In right ^AEB, s2 (1d)2 (1d )2 or 172 2 2 1 240. A 1dd 2 2 (16)(30) (b) We have d 8 and A 52. Then A
1 2 (d)(8)
Figure 9-16 shows what we mean when we say that two polygons are of equal area, or are similar, or are congruent.
Fig. 9-16
PRINCIPLE 1:
The income statement is also known as a pro t and loss statement, an op  erating statement, or a statement of operations.
Fig. 9-17
PRINCIPLE 2:
Fig. 9-18
PRINCIPLE 3:
Thus in Fig. 9-19, where BM is a median, the area of ^AMB equals the area of ^BMC since they have congruent bases (AM > MC) and common altitude BD.
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		Fig. 9-19
Because an income statement pertains to a de nite period of time, it be  comes necessary to determine just when an item of revenue or expense is to be accounted for. Under the accrual basis of accounting, revenue is recognized only when it is earned and expense is recognized only when it is incurred. This differs signi cantly from the cash basis of accounting, which recognizes revenue and expense generally with the receipt and payment of cash. Essential to the accrual basis is the matching of ex  penses with the revenue that they helped produce. Under the accrual sys  tem, the accounts are adjusted at the end of the accounting period to prop  erly re ect the revenue earned and the cost and expenses applicable to the period. Most business  rms use the accrual basis, whereas individuals and professional people generally use the cash basis. Ordinarily, the cash ba  sis is not suitable when there are signi cant amounts of inventories, re  ceivables, and payables.
PRINCIPLE 4:
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