Financial Accounting Chapter 1

External Users:
· Stakeholders/investors
· Potential investors 
· Creditors
· Others:
· Tax authorities
· Competitors
· Labour union

Internal Users:
· Board of directors
· Management

Generally Accepted Accounting Principles (GAAPs):

· Canada’s:
· Chartered Professional Accounts Canada Handbook

· Public Company = Part 1 of CPA Handbook: International Financial Reporting Standards (IFRS)
· Private Company = Part 1 or 2 of CPA Handbook: IFRS or Accounting Standards for Private Enterprises (ASPE)
· Non-Profit Organization = Part 1 or 2 or 3 of CPA Handbook: IFRS or ASPE

Income Statement: shows the operation performance of a company over a specific period of time (fiscal year)

Three Types of Business Operations

1. Manufacturing-Sector Companies: provide tangible products that have been converted from products originally bought from suppliers
2. Service-Sector Companies: provide services or intangible products to their customers
3. Merchandising-Sector Companies: provide tangible products they have previously purchased in the same basic form from suppliers


NET INCOME = Revenues – Expenses





Four Main Steps to an Income Statement:

1. Sales – Cost of Goods Sold = Gross Profit
2. Gross Profit – Operating Expenses (Depreciation, Salary, Rent, etc.) = Operating Income
3. Operating Income +/- Other Revenues/Expenses = Net Income before Tax
4. [bookmark: _GoBack]Net Income before Tax – Income tax expense (40%) = Net Income / Net Loss
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