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‭Topic: Chapter 1 Overview‬

‭What is Accounting?‬

‭An‬‭information system‬‭that identifies, measures, records,‬‭and communicates relevant information that‬
‭objectively and correctly represents an organization’s economic activities‬‭.‬

‭Objective: _____________________________________________________‬

‭Financial vs Managerial Accounting‬

‭Financial Accounting‬ ‭Managerial/Management/Cost‬
‭Accounting‬

‭Purpose‬

‭Focus‬

‭Scope‬

‭Requirement‬

‭Type of Auditor‬

‭Audience‬

‭Regulation/Guidelines‬

‭Professional Judgment‬

‭Frequency‬
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‭Management Bias‬

‭Refers to situations where an individual's financial decisions or interpretations are influenced by their‬
‭personal goals, incentives, or desires, rather than solely by objective facts and analysis‬

‭Compensation Structure‬

‭Contractual Obligations‬
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‭A higher rating = safer to lend to‬
‭A lower rating = riskier, might‬
‭not pay back‬

‭Credit Rating Agency‬

‭Company that evaluates how‬
‭risky it is to lend money to a‬
‭person, company, or‬
‭government‬

‭They provide investors with an‬
‭independent assessment of a‬
‭debt issuer's creditworthiness,‬
‭influencing borrowing costs and‬
‭investment decisions.‬

‭Junk Bond‬ ‭Debt rated BB+ or lower.‬
‭Triggers investment-policy‬
‭restrictions for big funds.‬

‭Debt Covenant‬
‭Contract clause that limits‬
‭certain actions to protect‬
‭lenders.‬

‭May tighten when ratings fall.‬

‭Management Bias‬
‭Tendency to present results in a‬
‭favourable light.‬

‭Can shape what numbers we‬
‭see.‬
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