Chapters 1,2,3:
What is Financial Accounting:
· A system identifies, records and communicates financial statements to external decision makers
· External Users:
· Shareholders and Investors
· Creditors
· Tax authorities
· Auditors
· Customers
· Internal Users
· Management and Employees
· Financial Statements can provide important information but are not created for these users
Accounting Principles in Canada:
· (GAAP) Generally Accepted Accounted Principles
· CPA Canada Handbook
· International Financial Reporting Standards
· For public companies or private companies
· Can be used by NFP organizations
· Accounting Standards for Private Enterprises
· For private companies
· Can be used by NFP organizations
· Accounting Standards for Not-for-profit Organizations
· For NFP companies
· Accounting Standards for Pension Plans
· For pension plan companies
Conceptual Framework Underlying Financial Reporting:
· Conceptual Framework in Accounting: A coherent system of interrelated objectives and fundamentals that can lead to consistent standards and that prescribe the nature, function, and limits of financial accounting and financial statements
· First Level: The goals and purposes of accounting
· Second Level: Qualitative characteristics and Elements of Financial Statements
· Fundamental Qualities:
· Relevance
· Representational Faithfulness: Completeness, neutrality, reliability
· Enhancing Qualities:
· Comparability and Consistency: Can be compare across companies and previous years
· Verifiability: For the same transactions, different accountants would reach a similar number
· Timeliness: The need to give financial information for users to ensure that it remains relevant
· Understandability: Financial Statements are easy to understand
· Elements:
· Assets
· Liabilities
· Equity
· Revenues
· Expenses
· Gains
· Losses
· Third Level: The Foundational principles of how to record business transactions
· Recognition/Derecognition: Record/Remove a business transaction
· Economic Entity Assumption: Only record business transactions recorded by the company
· Revenue Recognition: Record all revenue that can be associated with a period in that period
· Matching: Record all expenses associated with generating a period’s revenue in that period 
· Measurement: How to generate numbers in business transactions
· Periodicity Assumption: We always generate financial statements periodically, and all numbers are associated to that period in which they are incurred
· Monetary Unit: All transactions recorded are measured in a dollar unit
· Going Concern Assumption: Assume the companies business operations will continue as usual
· Historical Cost: For most transactions, record the value as the amount actually paid for the asset
· Fair Value: Using the market value of assets to record their value
· Presentation and Disclosure
· Full Disclosure: Disclose all information that is important to decision making
The Accounting Cycle:
· Start of New Period:
· Beginning Balance of this period = Ending balance of last period
· During the Period:
· Analyze transactions
· Record journal entries in the general journal
· Post amounts to the general ledger
· End of the Period:
· Prepare an unadjusted trial balance to determine if debits equal credits
· Adjust Revenues and Expenses and related statement of financial position accounts
· Prepare and adjusted trial balance to determine if debits equal credits
· Prepare a complete set of financial statements and disseminate it to users
· Close Revenues, gains, expenses, and losses to retained earnings


Homework: 
· Chapter 1: 
· RA 1-8
· A
Stakeholders:
Investors
Employees
Management
Suppliers
US oil refineries
· B
Ability to pay bills through assets and liabilities
Company profit through revenues and expenses on the income statement
· RA 1-9
They might want to show this to the public if new products are often successful and are anticipated by the public. They might not want to share this information because it gives information to competitors about a potential new product allowing them to adapt faster
· Chapter 2: 
· E2-3
· A: Comparability
· B: Feedback Value
· C: Consistency
· D: Neutrality
· E: Verifiability
· F: Relevance
· G: Comparability, Verifiability, Timeliness, Understandability
· H: Representational Faithfulness
· I: Relevance and Representational Faithfulness
· J: Timeliness
· E2-6
· A: Matching
· B: Historical Cost
· C: Full Disclosure
· D: Going Concern
· E: Control
· F: Economic Entity
· G: Periodicity
· H: Fair Value
· I: Revenue Recognition
· J: Monetary Unit
· E2-7
· 1: Monetary Unit
· 2: Full Disclosure
· 3: Historical Cost and Matching
· 4: Going Concern
· 5: Fair Value
· 6: Historical Cost
· 7: Full Disclosure
· 8: Revenue Recognition
· 9: Full Disclosure
· 10: Full Disclosure
· 11: Economic Entity and Control
· 12: Periodicity
· 13: Fair Value and Matching
· 14: Historical Cost
· 15: Matching
· P2-3
· 1: This transaction should only be made on the disposal of land if the value is deemed to be impaired
· 2: Historical Cost says that assets should be recorded at the cost and revenue recognition says that revenue should only be recognized on sales
· 3: The company should only incur the expense if it expects to incur in that period
· 4: Depreciation is not valuation, but rather a means of cost allocation
· 5: Goodwill is recorded at historical cost and not adjusted unless impaired and going concern principle says the business will continue so you shouldn’t assume liquidation
· 6: Equipment should be recorded at historical cost value
· P2-5
· 1. Agree
· 2. Agree
· 3. Disagree
· 4. Disagree
· 5. Disagree
· 6. Disagree
· 7. Disagree
Self-Study:

1. Depreciation
Depreciation				350
	Accumulated Depreciation		350
2. Unearned Rent
Unearned Rent Revenue		4650
	Rent Revenue				4650
3. Notes Payable
Interest Payable			300
	Interest Expense			300
4. Supplies Expense
Supplies Expense			1850
	Supplies				1850
5. Insurance
Insurance Expense			900
	Prepaid Insurance			900

