Solution for Lecture 1 Tutorial Questions
(B) 
Discussion Questions

Discussion Question (1)

	8.
	
	The three basic functions of an accounting system are to:

· Interpret and record business transactions.

· Classify the effects of similar transactions in a manner that permits determination of key elements of information useful to management and used in accounting reports.

· Summarize and communicate the information contained in the system to decision makers.


Discussion Question (2)

	11.
	
	The two primary groups of users toward which financial accounting information is directed are investors (owners) and creditors (lenders or sellers on credit).


Discussion Question (3)

	Ex. 1–9
	a.
	As an investor in a company, your primary objective would be the return of your investment in the future, as well as a return on your funds used by the company during the period of investment. You would need information that allowed you to assess the probability of those events occurring in the future. You might also have certain non-financial objectives.

	
	b.
	As a manager of the company, your primary objective would be to have information that allows you to better manage the company—to make the best decisions possible to enhance the value of the company.

	
	c.
	While there is some information that would be equally important for investors and managers, much of the information needed by the two groups is different. That is why we study both financial accounting (information for external users) and managerial accounting (information for internal users).


Discussion Question (4)

Objectives of accounting – provide general-purpose information about the financial resources, obligations, and activities of an economic entity that is intended for use primarily by external decision makers: investors and creditors.

Discussion Question (5)

Assets

=    Liabilities
+
Owner’s Equity

Cash, $600,000     =     Bank loan, $200,000  +
P. Ng, Capital, $400,000


