BUSI 1110 Notes
CHAPTER 11 – Understanding AccountingWhat are accountants, the accounting process, accounting tools, financial statements, and ratios, and why are they all important to businesses in Canada?
Why is understanding and using information systems important to businesses (Supplement 3/Appendix C)?

Business Case 11 – Big Pharma, Big Business & Accounting Foundations
[bookmark: _GoBack]

	Questions & Terms

LO 1	What is the role of accountants, what is the new CPA designation?

Accounting 

Bookkeeping 

Accounting information system (AIS)

Controller

Financial/managerial accounting

CPA

Audit 

Private accountants

	Answers & Definitions	










	Review
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	Questions & Terms

LO 2	How is the accounting equation used?














accounting equation


asset


liability


owner’s equity


	Answers & Definitions	










	Review
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	Questions & Terms

LO 3	What are the three basic financial statements and how do they reflect the activity and financial condition of a business? 


financial statements

balance sheet

current/fixed asset

liquidity

depreciation

intangible assets
goodwill 

current/long-term liabilities
accounts payable

retained earnings

paid-in capital


	Answers & Definitions	










	Review
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LO 4	What are the key standards and principles for reporting financial statements?  





income statement

revenues

revenue recognition

expenses

matching principle

cost of goods sold

gross profit

net income

statement of cash flows

budget


	Answers & Definitions	










	Review
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LO 5	How does computing financial ratios help in analyzing the financial strengths of a business?   



Solvency ratios

current ratio

debt-to-equity ratio

profitability ratios

return on equity


return on sales


earnings per share

activity ratios 

inventory turnover ratio


	Answers & Definitions	










	Review
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LO 6	What is the role of ethics in accounting? 





















CPA Code of  Ethics



	Answers & Definitions	










	Review
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LO 7	What is the evolving role of the modern accountant? 

























	Answers & Definitions	










	Review










