Ch 1 notes
Why does accounting matter?
· accounting is the language of business
· global economic systems depend on reliable and accurate financial reporting
Users of Financial Information
Internal users - plan, organize and run a business (pricing, strategies, marketing, wages, resources,etc)
External users - investors, creditors, others (tax authorities, customers, labour unions, etc)
Ethical Behaviour
· for accounting information to have value, preparers must have high ethical standards - actions are legal and responsible, consider organization's interests
· accountants, other professionals, and most companies have rules or codes of conduct to guide ethical behaviour
· companies have rules of conduct
Annual Report
· publicly traded companies must prepare an annual report each year
· includes financial and non financial information about the company
· Financial - MD&A, auditors' report, financial statements and notes
· Nonfinancial - company's mission and goals, products, people
Generally Accepted Accounting Principles (GAAP)
· Rules and practices for the preparation of financial statements
· Different for publicly-traded and private corporations
· Publicly-traded corporations use International Financial Reporting Standards (IFRS)
· Private corporations may use IFRS or Accounting Standards for Private Enterprises (ASPE)
· Proprietorships and partnerships do not have to use IFRS or ASPE as statements are prepared for internal users only
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Key Differences

International Financial
Reporting Standards (IFRS)

Accounting Standards for Private
Enterprises (ASPE)

Accounting standards

Publicly traded corporations must use
IFRS; private corporations can choose to
use IFRS or ASPE.

Private corporations can choose to use
IFRS or ASPE. Once the choice is made, it

must be applied consistently.

Terminology

The balance sheet is more commonly
known as the statement of financial posi-
tion and net income as profit under IFRS.

The statement of financial position is more
‘commonly known as the balance sheet and
profit as net income under ASPE.

Statement of changes in
equity vs. statement of
retained earnings

A statement of changes in equity must be
presented that shows the changes in all
components of shareholders' equity (e.g.,
share capital and retained earnings).

A statement of retained earnings s pre-
sented that shows the change in only one
component-retained earnings-of share-
holders’ equity.





