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Meaning of
Financial Accounting

® “It is an art of Recording, Classitying and Summarizing all the

Business Transactions in terms of Money”
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Differences Between Financial, Cost & Management Accounting

Basis Financial Cost Accounting Management
Accounting Accounting
Objects Record transactions | Ascertamment, allocation, | To assist the
& determine | accumulation and | management in
financial accounting for cost decision-making &
position & profit or policy formulation.
loss.
Nature Concerned with | Concerned with both past | Deals with
historical data. and present | projection of data for
recorded(historical in | the future (futuristic
nature). in nature)
Principle | Governed by | Certain principles | No set principles are
Followed | GAAP followed for recording | followed in it.
COosts.
Data Qualitative aspects | Only quantitative aspect i1s | Uses both
used are not recorded recorded. quantitative and

qualitative concepts.
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Business Transactions

(Examples: Business Name: ABC Company and Owner: Mr. X)

Capital budget in the business Rs. 10 Lakhs
Land & Building purchased Rs. 4 Lakhs
Plant & Machinery purchased Rs. 3 Lakhs
Furniture & Fixtures purchased Rs. 1 Lakh
Tools & Equipements purchased Rs. 1 Lakh
Raw Material purchased Rs. 50, 000
Salaries & Wages Rs. 50, 000
Freight Charges Rs. 5,000
Insurance Rs. 10,000
Advertisement Rs. 20,000
Goods Sold Rs. 1 Lakh
Drawing ( Cash withdrawn by the owner Rs. 25,000

for his personal use)
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ACCOUNTING PRINCIPLES
N
s )

L Accounting Concepts ° Accounting Conventions
(Necessary assumptions) (Customer or Traditions)

1. Entity Concept

2. Dual Aspect Concept 1. Convention of Disclosure

3. Going Concern Concept

2. Convention of Materiality
4. Accounting Period Concept

5. Money Measurement Concept 3. Convention of Consistency

6. Cost Concept

4. Convention of Conservatism
7. Revenue Recognition Concept
8.The Matching Concept

9. Accurate Concept

10. Objectivity Concept
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Accounting Cycle

Stage | RECORDING
Stage 11 CLASSIFYING
Stage 111 SUMMARISING
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ACCOUNTING FLOW CHART

Financial Analysis
Tools & Techniques

Financial

Analysis

Comparative Financial J# Common Size Financial Ratio Analysis Cash Flow Funds Flow Statistical Analysis
Statement Analysis Statement Analysis Statement Statement

@
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PROJECTED BALANCE S

apolio

TOTAL ASSETS

Total current assets
Total fixed assets, net
of depreciation

TOTAL LIABILITIES
Total current liabllities

Total long-term debt

Total equity capital

Reserves, retalned
profit brought forward

Retained profit

Net worth

Equity to total
labilities (36)

Net worth to total
liabilitles (36)
Long-term debt to net
worth

Current assets to
current labilities

100000731.7

67179501.7

32821230

1000007317

0

7317

100000000

0

0

100000000

9.99993E-05

9.99993E-05

TE12

0

114784151.2

81962921.21

32821230

114784151.2

0.32492319%%

725.6025

100000000

0

14783425.28

1147834253

8.712E-05

9.99994E-05

6E-12

252.2532162

1297153376

9689410757

32821230

1297153376

0326621917

6524325

100000000

1478342528

1493125953

129714684 8

7.70919E-05

9.995995E-05

SE-12

2966552535

144795836.5

1119746806.5

32821230

144795836.5

0.329889931

579.2625

100000000

2971468481

15080572.13

144795256.9

6.90628E-05

9.99996E-05

4E-12

339.4302041

1600271412

1272059112

32821230

1600271412

033318883

506.0925

100000000

44795256 94

1523137785

160026634 8

6.24894E-05

999997E-05

3E-12

381.7832405
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TATA Steel

STATEMENT OF PROFIT AND LOSS

for the year ended March 31, 2020

Yr 2020 Yr 2019
L \ (¥ crone)
Note Page ‘Year ended Year ended
March 31, 2020 March 31, 2019
I Revenue from operations 279 5043597 761092
Il Other income I8 280 404.12 2,405.08
Il Totalincome = Total income 60,840.09 73,016.00
IV Expenses:
(a) Costof materials consurmed 17,407 .03 19,840.29
(b} Purchases of stack-in-trade 1,563.10 1,807.85
(e} Chamges in inventares of finished and semifinished gaads, steck-in-trade and wark-in-proghess 2 281 (56440 {554.33|
(dl Emplepee benefits expense 30 281 5,036.62 5,131.06
{a) Finance costs 31 282 3031.0 281358
(i Depreciation and amortisation expense 32 287 382012 3,802.96
(gl Other expenses i3 282 23,803.18 24,62281
54,196.66 5747422
Lesgs: Exprenditure | rthan interest) transfe oo s 167113 799.70
Total exp Total expenses 52,525.53 56,674.52
V¥V Profit before exceptional items and tax lw-iv; 8,314.56 16,341.48
¥l Exceptional items: 4 283
{a)  Profittloss) on sale of non-current investmenits - 26228
{bl  Provision for impairment of investments/doubtiul advances (1,149 50) {1253)
(el Provision for dernands and claims (196.41) (32B.64]
(dl Ermplopec separation cormpensation {107.327) {35.34)
(e Fair value gain/(loss) an ence share investr , (250.00) -
Total exceptional tems L EICEPHOI’I&' Items 11,703.58) 114323}
VIl Profit before tax (V+VI]  — 6,610.98 16,227.25
Vil Taw avpanas:
fa) Current tax Tax PBT 1,7E7.95 £257.11
(b Deferred tax ‘/ [1,920.77) (603.05]
Total tax expense . (132.83) 5,694.06
IX_Profitfor the year vivinn_l——— Net Ptofit (PAT) 5.743.80 10.533.19
X Other comprehensive ineame/{loss)
A (i} Items that will not be reclassified subsequently to profit and loss
{a) Remeasurement gaindlass) on pest-employment defined benefit plans (461.27) 595
(b} Fair valua changes of investments in equity shares (244.30) (#6.63]
(i} Income tax on items that will not be reclassified subsequently to profit and loss 116,65 (2.63)
B (i} Iems that will be reclassified subsequently te profit and loss
(a} Fair value changes of cash flow hadges (79.76) (1062
(ii}  Income tax on items that will be reclassified subsequently to profit and loss 19.81 371
Total other comprehensive incomel(loss) for the year (648.87) (50.22)
X1 Total comprehensive income/[loss) for the year [IX+X]) 6,094.93 10,482.97
XIl Earnings per share 35 284
Bazic (E) 57.11 2041
Dhiluted %) 57.11 2040
Xl Motes ferming part of the financial statements 1-46




TCS

Consolidated Statements of Comprehensive Income
For the three-month periods ended March 31, 2019, and March 31, 2020

{In millions of X, except per share data)

Three-month period FE
ended March 31, ad.
2019
Revenue 380,100
Cost of revenue 221,400
Gross margin 158,700
5G & A expenses 64,330
Operating income 95,370
Other income (expense}, net 11,650
Income hefore income taxes 107,020
Income taxes 25,500
I Income after income taxes 81,520
Minority interest 260
Net income 81,260
Earnings per share in ¥ 21.65
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16.10. Need for Financial Accounting

POETIC TRANSLITERATION ————

Hisaab-e-dostaan karme hi se maalum ye hoga

Khasaare mein hoon ya ab main khasaare se nikal aaya
Joved Shabed
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POETIC TRANSLATION

Gy fracnde? S wll kniowe it atfor reviewnmg

CWhat 1O som focong loss or owet of ot

MANAGEMENT LESSON
The overall financial performance of a business is mainly determined
g based on the accounting system maintained and carried out in the

organisation periodically. The business outcome is assessed based on
a the profit made or the loss incurred in addition to the organisation's
5 financial position, Thus, the specific financial performance can be

declared only after reviewing the income and financial statements,
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16.9. Business Accounting, Profitability and Losses

~————— POETIC TRANSLITERATION ———

Muddaten ho gayin hisaab kiye

Kiya pata kitne rah gaye hain ham
Vikas Sharma Raaz
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POETIC TRANSLATION

A long time i pasad since we counted the age

Chere i mo wdax how oy doss veman now

—————MANAGEMENT LESSON———

There are a few essential accounting principles which
organisations must follow namely, accounting period concept
and verifiable objectives concept in order to analyse and
interpret the overall performance of the business in terms of
revenue generation and expenditure incurred, in addition fo the
profit or loss made.

FVWANAGENENT LESSONS FROM POETRY

2y it
k MESCO Institute of Management & Computer Sciences, Mustaidpura, Hyderabad. /




e ) FINANCE CONCEPTS g

16.6. Auditing and its Significance

————— POETIC TRANSLITERATION ————

Jo aayine se mila aayine pe jhunjhlaaya
kisi ne apni kami ki taraf nahin dekha
Manzar Bhopal
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POETIC TRANSLATION

onme whe seer the mirror, gridiges on it

N obody I considered his weadkmerses

————MANAGEMENT LESSON

The functions of accounting and financial auditing in a few of the
organisations are not well-recognised and appreciated by the
individuals of the accounts and finance departments since they
assume that it is a policing activity of the management. However,
individuals in these departments who are not serious and careful about
the errors have been regularly committing mistakes.

r~WANAGENENT LESSONS FROW POETRY
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16.7. Financial Auditing and the Transparency

POETIC TRANSLITERATION

Hamaare aeb kaheen mustagil na ho jasyen

Ham apne aap ko yoon aayina dikhaate hain
Dr, Majid Deobandi
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POETIC TRANSLATION ——

KW old mot our crvors be permorient

7 i over way Lo show the mirvor by ouselras

————MANAGEMENT LESSON
The primary objective of financial auditing is to identify accounting
and financial errors and to rectify them. Therefore, in the audit process,
we not only have the internal periodical audit but also have an annual
statutory review to make sure that the errors and mistakes are not
permanent. It helps the organisation to bring transparency in the
accounts and finance functions.

P UANADENENT LESSONS FROM POSTRY
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16.8. Need for Cost Control

POETIC TRANSLITERATION

Kaarobar main ab ke khasaara aur tarha ka hai
Kaam nahin badhta hai mazdoori badhti jaati hai
Ftekhar Anif
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POETIC TRANSLATION
Cls time the loss of the busness s of & different nature
Chough the actirity & not risimg the Libour chrges
ICTEASe continiatety

—MANAGEMENT LESSON——

It is seen in the cost and management accounting function that the
fixed recwrring costs, particularly the salaries, rent and the interest on
capital are increased periodically. In contrast, business operations and
revenue remain stagnant. Therefore, managemen! accountants
should realise that cost-control and cost-minimisation are essential to
achieve the objectives of profit maximisation. There is a negative
correlation between the cost and the profit

ap
MESCO Institute of Management & Computer Sciences, Mustaidpura, Hyderabad.

FWANAGENENT LESSONS FRON POETRY

/




@

16.11. Return on Investment

POETIC TRANSLITERATION

Karam be hisaab chaaha tha
Sitam be hisaab mein guzri
Faani Badayuni

®H qefare TrE ar
afan dzfdm #
o5 wergAl
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POETIC TRANSLATION

& need o lot of favor

e & pasad o life i adwandiont gloom

———MANAGEMENT LESSON———

In the business scenario, all the investment projects have to generate
adequate returns on investment which consists of recovering the cost
of capital and an additional margin to improve the principle investment
and meet other expenses. Thus, we must make sure that every
investment proposal showid have a decent return on investment that
should usually be more than the cost of capital.

r~WANAGENENT LESSONS FROM POETRY
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