Chapter 6 ; p186-195 
Managers are divided by Level of responsibility and their Area of responsibility. 
-Top management:  overall performance/effectiveness, guide company’s features/fortunes/future plans(PERRIN)
-Middle Management: implementing the strategies and decisions made by top managers. (NATHALIE)
-First line management: supervising work of employees. (AMBER)
There three levels work in a variety of areas such as :
-Human resources; assistance to other managers when hiring, evaluation training etc.. 
-Operation: responsible for production system (production control, inventory, quality )
-Information: Responsible for designing/implementing systems to Gather process disseminate information 
-Marketing: Getting products and services to buyers.
-Finance: manages finances/investments/accounting functions, (important for survival)
It is said that in order to be an effective manager you must have five key skills ; basic manager skills. 
-Technical: skills associated with performing certain tasks 
-Human relations: ability to understand and get along with people and customers.
-Conceptual: diagnose and analyze different situations (look to grow)
-Time management/l; the productive time management skills (paperwork, telephone, mettings, emails etcc)
-Decision –making skills: skills in defining problems and selecting of best solution for them.
In order to have great decision making, you must follow the decision making process(graph191)
· Recognizing and defining the decision situation : stimulus which could be positive or negative indicates that a decision must be made.
· Identifying alternatives , meaning that you brainstorm all possibilities , you must look and find substitutes to the situation . 
· Evaluation of alternatives , see which does what exactly 
· Selecting the best alternatives : chose which are beneficial (the best)
· Implementing chosen alternative : taking in action the alternative chosen 
· Following up and evaluating the results: following up at sometime in future if this alternative has solved the situation     
Most of the time , decisions are taken with too little consideration of logic an rationality.
Factors influencing managerial decision making: 
· Organizational politics: decision taken by people to get what they want 
· Intuition : “inner sense”, based on years of experience in similar situations “feels right” 
· Escalation of commitment: when takes decision and remains committed to it even when it is clear that it was a bad decision 
· Risk propensity: how managers are willing to gamble when making decisions.
There are two kinds of goals in business: which are VISION and Mission statement: 
-Vision is the reason for company’s existence, meaning its purpose, (generally it is to make profit)
-Mission statement is the statement of how it will achieve its goal.
However they must have long term goals (extended usually 5 years and more), intermediate goals (1-5 years) and short term goals(near future , max 1 year0
Most successful goals and performances for managers are done through the S M A R T goals.
S-pecific 
M-easurable 
A-chievable 
R-elevant 
T-ime framed.





Chapter 7 : pages 216-230 , 
An organizational structure is the specification of jobs to be done within a business and how those different jobs relate to one another.
Most of the time developed without planning and such as organizations purpose, mission, strategy etc.. However, this structured may change almost constantly even after a structure has been created.
An organization chart is made to illustrate the company’s structure and shows employees where they fit into the firm’s operations, 
A Chain of command on the other hand is the relationships with the company  
Building block of organizational structure are SPECIALIZATION  and DEPARTEMTALIZATION.
-Specialization : overall jobs are to make “profits” however this job need to be broken down into smaller component which are then assigned to individuals (who will do what?)
-Departmentalization: Grouping jobs into logical units each department is treated as a separate unit , may occur(Functional ,customer ,product ,geography ,process lines)
There are several areas of departmentalization of which are (functional, customer ,product ,geographic , and process)
-Functional departmentalization: divided according to functions such as(marketing ,finance ,production ,HR ,etcc..)
-Customer departmentalization: Setting up departments according to types of customers ,meeting needs of specific customers.
-Product departmentalization: dividing an organization according to specific products or service created.
-Geographic departmentalization: based on area of the country o =r even world they serve..Usually companies combine product and geographic.
-Process departmentalization: According to production processes ex : you take a cucumber picking, then turn it into a pickle and then transferred to become relish.

Next step is to establish a decision making hierarchy: 
· Assigning tasks; authority, responsibility
· Performing tasks: delegation, accountability.
· Distributing authority (could be either Centralized which when top managers’ are strictly the ones making most decision making, or Decentralized when all managers are allowed to make decisions.
 *A FLAT ORGANIZATIONAL STRUCUTRE IS WHEN AN ORGANIZATION HAS RELATIVELY FEW LAYERS OF MANAGEMENT . A TALL ORGANIZATION STRUCTURE IS WHEN AN ORGANIZATION HAS MANY LAYERS OF MANAGEMENT . 
Span of control: refers to the number of people who report to the individual managers.
There are 3 forms of authority : 
-Line authority: flow up and down chain of command , 
-Staff authority ; based on technical expertise and involves advising one manager about decisions , 
-Committee and teamout authority:?
The basic organizational structures : 
· Functional : is based on the functions that must be carried out to reach organizational goals . 
· Divisional : divides the org into many divisions, each that operated as a smmi autonomous unit and profit center (fig 7.5 page 229)
· Project forming team of specialist from diff functional areas to work on a specific project 
· International organizational structures: desgined to help succeed a company in international markets : page 231 fig 7.



Chapter 8 : pages 250-268
Staffing the organization:
*Canadian federation of independent business found that the top three characteristics employers are looking for when hiring people are: good work ethic, reliability and the willingness to stay on the job.
However there are 2 process of acquiring staff , either from outside the company (external staffing), or within the staff (internal staffing)*promoting*
Internships are short term paid positions where students focus on specific project. 
There are several steps to hire someone : 
· Recruitment (external,internal) 
· Validation: is the process of gathering information from applicants.
Each organization develops its own mix of selection techniques and may use them in any order, 
-The first step is usually asking candidates to fill an APPLICATION form, these are good for previous work history ,education , to decide whether the applier merits further evaluation .
-Next, employers sometimes ask candidates to take TEST during the selection process; this is good in order to find out ability skill and aptitude. This test could either be through
                                                           ASSESMENT CENTRES: Location in which candidates perform realistic management tasks under the watchful eyes of experts
                                                           VIDEO ASSESSMENTS: Potential hires shown videos of realistic work situations and are then asked to chose a course of action to deal with.
Also, INTERVIEWS, is a popular selection device however it may be biased and may not inherent the way people receive and judge others, in order to prevent biased answers, interviewers may chose to ask :
                                                            CURVEBALL questions: generally unexpected questions such as “how would you sell me a glass of water”
                                                           BEHAVIOUR BASED questions: generally “tell me a situation where…”, it understand behavior more than just talk.


Developing , human resources :process:
· Begin with new employee ORIENTATION, it’s the process of introducing employees to policies and programs to coworkers and people they will interact with.

· Next comes, TRAINING AND DEVELOPMENT, they must contially train and develop to improve quality of the contribuations made (number of techniques and methods can be used for the actual delivery of information)     

                                                           -WORK BASED prog: *on the job training : where employee is placed in actual work situation and is shown how to perform a task .
                                                                                                 *systematic job roations and transfers: employee is totaled or transferred from one job to another. 
                                                           -INSTRUCTIONAL BASED prog: *off the job trining: employee learns new skills at a location away from normal work site.
                                                                                                   *vestibule training : employees perform jobs under conditions closely simulating the actual work environment
MANAGEMENT DEVELOPMENT PROGRAMS are programs that try to enhance conception, analytical skills:
· LECTURE OR DISCUSSION APPROACH: trainer presents material in descriptive matter such as a teacher teaches a classroom (may involved discussion)
· NETWORKING: informal interactions among managers for the purpose of discussion mutual problems, solution ,opportunities .
· MENTORING: more experienced manager sponsor and teach a less experienced manager.

Evaluating employee performance : 
-PERFORMANCE APPRAISAL is designed to show how well workers are doing their jobs .A program called 360 DEGREE FEEDBACK , gathers information from supervisors ,subordinates and co-workers in order to understand/assess the managers performance.
There are several methods for appraising performance: 
-RANKING method :
                                        * SIMPLE RANKING : requires a manger to rank order from top to bottom , from best to worst, each member of a part work group or department. 
                                         *FORCED DISTRIBUTION : involves grouping people into predefined frequencies of performance ratings, (outstanding,good,average,poor,etc..)

-RATING METHODS: 
                                   *GRAPHIC RATING SCALE: questions about same aspect of an individual, followed by series of answers.(agree,disagree,etc..)
                                   *CRITICAL INCIDENT :recalls/asks for examples, of good or poor performance by an employee and then explain why is it good or bad.

COMPENSATION   is a set of rewards that organization provide to individuals in return for their willingness to perform various jobs and tasks within organization.
-WAGES: hourly paid, (lower level.or operation level job)
-SALARY; yearly or monthly pay .
-MERIT PAY PLANS: compensation plans that base a portion of compensation on merit.
-INCENTIVE PROGRAMS: special pay program designed to motive high performance.

->INDIVIDUAL INCENTIVES :
-Individual incentive plans : rather than increasing a person’s base salary at the end of the year , the employer gives an individual a salary increase or some other financial reward he gives it shortly after performance occurs.
-Piece rate incentive plans: paid a certain number or amount of money for every unit PRODUCED.
-Sales commission: payment based on number of units SOLD.
-Bonuses: Cash payments given to employee.
-Pay for knowledge: workers receive additional pay for each new skill or job that they master . 
-Pay for performance: rewards paid to manager for especially productive output.
-Workforce managements: is how increasingly being adopted it is when the most productive retail staff are scheduled to work at the stores busiest times.
-->TEAM AND GROUP INCENTIVES :
-Profit sharing plans: a portion of the company’s profit is paid into a profit sharing pool that is distributed to all employees.
-Gain sharing plans: Plans that distribute bonus to employees when a company’s cost are reduced through greater work efficiency.
Benefits are incentives of value that an organization gives to employees in addition to any other form of direct financial compensation (ex; dental insurance)
DB & DC pension plans ; adv &disadv  :
-DEFINED BENEFIT (DB): guarantee employees a certain annual income when they retire. 
                 ADVANTAGES:  Give guaranteed income & people don’t need to make investement decision furing retirement.
                DISADVANTAGED: Forced to make guaranteed payments to retirees ven if the company runs into financial difficulties.
-DEFINED CONTRIBUTION (DC): require companies to contribute a certain amount of money each year for employee pensions , Value depends on how much the pension fund has earned over the years.
               ADVANTAGES: ceiling on how much company must pay out 
               DISADVANTAGES; they don’t know how much income they will get when they retire .




Chapter 9, p. 278-293
DEVELOPMENT OF CANADIAN LABOUR UNIONS
labour union: group of individuals working together to achieve shared job goals ( higher pay, shorter working hours, more job security)
labour relations: the overall process of dealing with employee who are presented by a union.
Collective bargaining:  the process by which union leaders and managers negotiate specific term and conditions of employment for workers who are represented by unions.

Many years ago, unions routinely won certification votes. But in recent years, they have experienced less success.

FEDERAL LEGISLATION: THE CANDA LABOUR CODE
The Canadian labour code is a legislation that applies to the labour practices of firms operating under the legislative authority of the parliament.
It has four main section: fair employment practices; standard hours, wages, vacations, and holidays; safety of employees; and Canada industrial relations regulations.
· Fair employment practices: employer is not allowed to refuse employment of someone on the basis of race or religion.
· Standard hours, wages, vacations, and holidays: (8 hour day, and 40 hour week)
· Safety of employees: safety procedures and techniques must be implemented to reduce the risk of employment injury.
· Canada industrial relations regulations:   everything related to collective barganaing.

CERTIFYING A UNION

Certification vote: a vote supervised by a government representative to determine whether a uninon will be certified.
Decertification: employees legally end their union right to represent them.

TYPES OF UNIONS
· Craft unions: organized by crafts or trades/skilled workers (plumbers, barbers, airline pilots)
· Industrial unions: organized by industry, that is composed of semi-skilled/unskilled workers

UNION SECURITY

union security :The means of ensuring the union's continued existence and the maintenance of its membership so that it can continue to meet the criteria for certification. 
closed shop :An employer can hire only union members. 
union shop :An employer can hire non- unionized workers, but they must join the union within a certain period.

REACHING AGREEMENT ON THE CONTRACTS TERMS
For example, although an employer may initially offer no pay raise, it may expect to grant a raise of up to 6 percent. Likewise, the union may initially demand a 10 percent pay raise while expecting to accept a raise as low as 4 percent. The bargaining zone, then, is the region between 4 and 6 percent. Some compromise is usually reached between these levels, and the new agreement is submitted for a ratification vote by union membership.

CONTRACTS ISSUES
Most of the contract issues arise from demands that the unions make on behalf of their memebers
· Compensation: union want the employees to have higher wages.
· Benefits: they want employers to pay all or most of the costs of insurance for employees (drugs, eye care, dental cre, etc).
· Job security: example: demand that the company does not move to another location,
· Other issues: overtime policies, working hours…

WHEN BARGAINIG FAILS

Impasse: unable to agree on a first-time contract between management and labour.
Union tactics could be strikes, pickering (part of strike, employees march at the entrance with signs), boycotts, and work slowdowns.

Management tactics:  lockouts ( deny employees to access workpace until agreement), strike-breakers (replace workers on strike), plant closures (close plant and employees lose their jobs), contracting out (contract out work to non-unions contractors), and forming employers associations.

Conciliation: a third party helps two sides clarify the issue 
Mediatio: third party hears argument of both sides and offers suggestions
Arbitration: ask a third party to hear both argument and issue a binding resolution. Or compulsory arbitration where they are forced to explain their position and agree to the resolution.







Chapter 10 ;
Forms of employee behaviour : is the pattern of actions by the members of an organization that directly or indirectly influences the organization effectiveness. 
Performance behaviours are the behaviours directly targeted at performing a job . 
Organiation citizenship is another kind of behavior which provides positive benefits to the organization but in more indirect ways
Counterproductive behviours; are the opposits of organizational citizenship.
Absenteeism ; when an employee does not show up for work. When others need to pick up the slack when he does not show up for work.
Turnover  is the percentage of an organization’s workforce that leaves and must be replaced. A level of turnover could be healthy however a high turnover has many negative consequences. 
Individual difference among Employees;
Individual differences: are physical psychological snd emotional attributes that vary fromperson to another. These differences make the person unique. PERSONALITY and ATTITUDES are two main categories of individual differences. 
Personality: THE BIG FIVE 
-agreeableness: ability to get along with others. Either get along and gentle and forgving understanding and someone with low level of agreeableness is most of the time irritable short tempered etc..
Conscientiousness : refers to the number of thigns a person tries to accomplish.High conscientiousness : very organized very focused and careful, people with low conscientiousness are disorganized and irresponsible.
Emotionality:either be positive or negative in their outlook and behaviours.Positive : calm, resilient and secure. Negative emotionality are more insecure reactive , mood swings.
Extroversion ; peoples comfort level with relationship , EXTROVERTS are sociable and talkative whereas INTROVERT are much less sociable and talkative.
Openess; reflect how open or rigid a person is in terms of his.her beliefs. High openness are curious and willing to listen to new ideas, whereas low opness tend to be less receptive (closed minded)

Attitudes ; a relfection of our belieds and feelings about specific ideas, situations, or other people. 
-John satisfaction : the degree of enjoynment tht people derive from performing their jobs. 
Organizational commitment: an individual’s identification with the organization and its mission.
Classical theory of motivation : More money = more motivation.
Scientific management; analyzing jobs in order to find better more efficient ways to perform them.
Hawthorne effect; the tendency for workers productivity to increase when they feel they are receiving special attention from management.
Human relations; are the interactions between employers and employees and their attitudes towards one another.
Theory X :  managers approach bassed that people must be forced to be productive because they are naturally lazy and irresponsible and unco operative.
Theory Y: a management approach which believes that people want to be productive because they are naturally energetic responsible and co operative.
Maslow’s hierarch of needs Models ; is a theory of motivation describing five levels of human needs and arguing the basic needs must be fulfilled before people will work to satisfy higher level needs. 
-Physiological needs : food , waterm shelther, and sleep.comfortable working environment and salaries sufficient ot buy food and shelter.
-Security needs: needs for stability and protection from the unknown. When employers offer pension plans and job security.
Social needs; include neess for friendship and companionship making friends at work can help saisfy social needs and create a feeling of belonging.
Esteem needs: include the needs for satus recognition and self respect.
Self-actualization needs; self fulsillement.needs to grow and  develop ones capabilities and achieve new and meaningful goals.
The two factor theory is a theory of human relations developed that says that job satisfaction and dissatisfaction depends on two distinct factors (motivation and hygiene)
Expenctancy theory ; suggest that people are motivated tow rok towards reward that they want and that they believe they have reasonable chance of obtaining.
Equity theory: that people compare that they contribute to their job and what they get in return 91), and their input/output ratio with that of other employees(2)
Reinforcement : is controlling an employees behavior through the use of systematic rewards and punishmens for specific behaviours. 
-Positive reinforcement; apply positive consequences when employees exhibit desired behaviours.
-punishement: apply negative consequences when employees exhibit undesirable behaiours.
-omission: which is withholding positive consequences when employees exhibit undesirable behaviours
4-negative reinforcement , negative consequences when employee exhibit desired behaviours.
Goal setting theory; si when people perform better when they have a specific goal set .
SMART goals ; specific , measurable achievable, relevant ,time framed
Participative management and empowerment; involved asking workers to make suffestions for improvements.
Project teams ; groups that work on specific projects like developing new processes new products or new businesses.
Transitional teams: groups that are composed of members from many different countries.
Virtual teams: are groups of geographically dispersed co-workers that are together to accomplish a specific tasks , using combination of telecommunications , 
Job enrichment : a method of increasing employees jobs satisfaction by extending or adding otivating factors such as responsibility or growth  
Job redesign;  3 STEPS
-COMBINING TASKS: enlarging jobs and increasing their variety to make employyes feels that their work s more meaningful.
-FORMING NATURAL WORK GROUPS: these groups are formed to help employees see the place and importance of their jobs in the total structure of the firm. 
-ESTABLISIHING CLIENT RELATIONSHIPS:interaction wuth customers 
Approaches to leadership : trait approach , that focuses on identifying the traits that would differentiate leaders from non-leaders.






CHAPTER 11:PAGES 360-366
Operations scheduling; 
Once plans identify needed resources and how they will be used to reach a firm's goals, managers must develop timetables for acquiring resources for production. This aspect of operations is called scheduling.
There are several types of scheduling:
-Production operations;
Master production schedule shows which products will be produced, when production will occur, and what resources will be used during specified time  periods.--> This type of planning and scheduling system is required to determine how much of each product is needed.
-Service operations;
In a low-contact service, work scheduling may be based either on desired completion dates or on the time of order arrivals.
In high-contact ser- vices, the customer is part of the system and must be accommodated. Thus, precise scheduling of services may not be possible in high-contact systems.
The Tools needed for Scheduling:
A Gantt chart diagrams steps to be performed and specifies the time required to complete each step.
PERT charts break down large projects into steps and specify the time required to perform each one.
Once long-range plans have been put into action and schedules have been drawn up, operations control requires production managers to monitor production performance by comparing results with detailed plans and schedules.- If these standards are not met  we must engage in a Follow-up Checking to ensure that production decisions are being implemented.
Materials Management not only controls but also plans and organizes the flow of materials (also called logistics)- Once the product has been designed, materials managers purchase the necessary materials and monitor the production process through the distribution of finished goods.
There are 4 major areas in material managements:
-Transportation: How to transport resources to the company and finished goods to buyers.
-Warehousing : Where to store incoming materials and finished goods for physical distribution to customers.
-Inventory control; Includes the receiving ,storing,handling ad counting of all raw materials, partly finished goods and finished goods.
-Purchasing: Getting hold of of all raw materials and services that a company needs to produce its product
Purchasing process 
Purchasing is the acquisition of all the raw materials and services needed to make products and to conduct daily operations.
Holding costs : the costs of keeping inventory on hand. These include the real costs of storage, handling, and insurance as well as opportunity costs--additional earnings that the company must pass up because funds are tied up in inventory.
Supplier Selection is the process of  finding and determining suppliers to buy from.
1. Investigating possible suppliers 
2. Evaluating and isolating the best candidates 
3. Negotiating terms of service with a final choice 
4. Maintaining a positive buyerseller relationship
Tools needed to assist managers in controlling operations : Operation process control tools
-Worker training
-Just-in-time (JIT) production system :A method of inventory control in which materials are acquired and put into production just as they are needed.
Marterial Requirements Planning ; MRP 1 VS MRP 2 :
Material requirements planning (MRP1) A method of inventory control in which a computerized bill of materials is used to estimate production needs so that resources are acquired and put into production only as needed. Whereas manufacturing resource planning (MRP II) is an advanced version of MRP that ties together all parts of the organization into the company's production activities.







Tools to achieve total quality management : (6)
-quality/cost :associated with making or repairing goods and services by preventing defects (internal failures occur when expenses increased during production before the bad product leaves the production) (external failures are when expenses that are occurred when defective products are allowed to leave the factory and are in the hands of the consumer (returns)) 
-getting closer to customers
-value added : is when evaluating all work activities to know cost/worth of product
-benchmarking:comparing quality of performance either against the performance of their past year (internal) or in comparison to competitors of the same year (external) 
-statistical process control: allows managers to analyze variations in production data and detect when adjustments are needed.
-quality improvement trams: employees work in teams to improve quality 


*tools in productivity and quality management :(3)
-ISO 9000:  was a certification program for quality management requirements set by the internalization organization for standardization (basically to ensure that product is the same today as it was yesterday) 
-Supply chains : collection of info . Materials and services that being with raw materials up until the product reaches customer.
-business process re engineering : redesigning of business processes to improve performance quality and productivity 

*supply. Gain is different from traditional strategies because you gain more competitive advantages working together a coordinated systems of units instead of individual units

*strategirx to improve productivity to and quality :(4)
- invest in new technology improvements for precise work ethics 
-adopt a long run perspective meaning a continuous improvement 
-emphasize quality of my work life : employee empowerment and employee training 
-improve the service sectors







Chapter 14:
WHAT IS ACCOUNTING?
Accounting: A comprehensive system for collecting, analyzing, and communicating financial information.
Bookkeeping: Recording accounting transactions.

By sorting, analyzing, and recording thousands of transactions, accountants can determine how well a business is being managed and how financially strong it is.
 The job of the accounting information system (AIS) to identify, measure, and retain financial information so that it could be used in accounting statements/reports.

There are numerous users of accounting information:
· Business managers: set goals, develop plans, set budgets, and evaluate future prospects.
· Employees and unions:  use accounting info to get paid and to plan for and receive benefits (health care, insurance, etc)
· Investors and creditors: estimate returns to shareholders, determine the companys growth, and decide if company has good credit risk before investing/lending.
· Tax authorities: plan tax inflows, determine tax liabilities of individuals and businesses, and ensures that correct payments are paid in a timely fashion.
· Government regulatory agencies: fulfill their duties; provincial securities commissions. Have valid information about a companys financial status.
** if company does not have an accurate accounting information all these groups may be hurt.

WHO ARE THE ACCOUNTANTS AND WHAT DO THEY DO?
The controller is at the head of the accounting information system, his role is to manage all the firms accounting activities.
There are two main fields of accounting financial and managerial:

Financial accounting:
- Financial accounting system prepares and publishes income statements and balance sheets, which focuses on the activities of the whole company. Financial accountant must confirm to standard reporting formats and procedures.

Managerial Accounting:
· Management accounting:  internal procedures that alert managers of problems and aid helps them in planning and decision making. Reports from the managerial accounting serves individual units of the company (departments, projects, plants, etc)

There are three professional accounting organizations that exist in Canada chartered accountants, certified genera accountants, and certified management accountants.
· Chartered accountants: individual that has a licensing examination. Acts as an outside accountant for other firms. Focuses on external financial reporting (shareholders, enders, Canada customs and revenue agency, etc).
· Certified general accountants:  passed a national exam to work in private industry. Audit corporate financial statements in most provinces.
· Certified management accountants:  has a degree, passed national examination and completed a strategic leadership program. Works in industry and focuses on internal management accounting

ACCOUNTING SERVICES
CAs and CGAs perform auditing, tax services, and management services for their clients.
· Auditing: examines a companys financial record to determine whether it used proper procedures to prepare the financial report.
· Tax services: help clients to prepare tax returns and tax planning.
· Management consulting services:  help managers resolve a variety of problems in finance, production scheduling and more.

There are also private accountant that are salaried employee that have to deal with a companies day to day accounting needs.
Accounting cycle:
1- Analyze transaction documents
2- Record transactions in a journal
3- Transfer entries from journal to a ledger
4- Do a trial balance
5- prepare financial statements
6- analyze the financial statements

THE ACCOUNTING EQUATION
The accounting equation Assets = liabilities + owners’ equity
Asset: economic resource that benefits the firm ( land, buildings, equipment, inventory, and payments due to the company)
Liabilities: any debt that the firm owes to another party.
Owner’s equity:  amount of many that owners would receive if they sold everything (assets) and paid all the debts.
If asset is more than liability, the owner’s equity is positive.

FINANCIAL STATEMENTS
Double-entry accounting system--> records every transaction in debit and credit.

BALANCE SHEET:
Assets:
there are three types of assets current, fixed, and intangible.
· Current assets: cash and other things that can be converted to cash( liquidity). Marketable securities are less liquid but can be sold quickly. Accounts receivable are amounts due from customers who have purchased goods.  Merchandise inventory are the cost of things that have been sold but are still on hand. Prepaid expenses supplies on hand and rent paid for the nxt period.
· Fixed assets: assets that have long term use or value to the firm ( land, building, and machinery)
· Intangible assets: non physical assets, patents, trademark, copyrights that have economic value.
Liabilities:
· Current liabilities:  debts that must be paid within a year.
· Accounts payable:  unpaid bills to suppliers for materials, wages, and taxes that must be paid in the coming year.
· Long-term liabilities: debts that are not due for at least one year

Owners’ Equity
· Paid in capital: adtitional money invested in the firm by the owner.
· Retained earnings: net profits minus dividend payments to shareholders.

INCOME STATEMENT:
A description of the revenues and expenses to show the firms’ annual profit or loss.
REVENUES – EXPENSES = PROFIT (OR LOSS)

It is divided into three major categories: revenues, costs of good sold, and operating expenses.
· Revenues:  funds that get into the business from sale of goods or services.
· Cost of good sold: any expenses that were involved in producing or selling good or service. Revenue – cost of good sold = gross profit
· Operating expenses: resources that should flow out of a company for it to earn revenues ( ads, salaries, supplies, etc)
Net income= gross profit – operating expenses and income taxes

STATEMENT OF CASH FLOWS
Operating cash flow, cash flow from investing and cash flows from financing are three business activities that show the effect of cash.

Revenue recognition; formal recording and reporting of revenues in the financial statement.
Matching principle: states that expenses will be matched with revenue to determine the net income for a period.

ANALYZING FINANCIAL STATEMENTS
· Solvency ratios: both short-term ( how fast the company’s liquidity and ability to pay immediate debts; current assets / current liabilities= less than 2:1 is good) and long-term (debt/owners’ equity), estimate the financial risk of a company
· Profitability ratios: measures a firms overall financial performance in terms of its profits, it is used by investors.
- Net income/ totals owners equity= return on equity (profitability ratio in percentage)
- Net income/ sales revenue= return on sales ( in percentage)
- net income/ number of common shares outstanding= $ per share ( earning per share)
Activity ratios: measure how efficient a firm uses its resource





