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Learning Platform

* IT MUST be checked frequently

* Include All course material and information

* Lectures’ Videos and PDF/PPT files

Course grades distribution

Quizzes/Assignments/Exams Dates

Regulations for accepted excuses

Zoom weekly meeting link (same link is used for all meetings)
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References

fundamentals of financial management; Concise Sixth Edition; by Eugene F. Brigham & Joel F. Houston.




Brief Description of The Course

*The focus of this course is in the area of financial management.

We will show managers how to interface with accounting and
finance departments, help them to understand how firms meet
their financial objectives utilizing financial decision-making. This
course will also explain financial tools and techniques, which can
be used to help firms maximize value by improving decisions
relating to capital budgeting, capital structure, and working
capital management. This course will deal with a number of
related topics, including multinational financial management, risk
management, mergers and acquisitions.
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Financial Statements

Investing and Financing Decisions

Operating Decisions and the Income Statement
Communicating and Interpreting Accounting Information
Cost of Goods Sold and Inventory

Property, Plant, and Equipment Natural Resources
Reporting and Interpreting Liabilities

Reporting and Interpretation




Course Learning Outcomes

This course will enable the students to combine practice and theoretical knowledge

of financial accounting.

The students of this course will be active learners and develop awareness of emerging
trends in financial accounting.

The course will provide decision making skills to the students in the financial analysis
context.

The students of this course will have the ability to identify and analyze financial

accounting problems and opportunities in real life situations.
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Lecture one agenda

Describe the primary forms of business organization.

2. ldentify the users and uses of accounting information.

3. Explain the three principal types of business activity.

4. Describe the content and purpose of each of the financial
statements.

5. Explain the meaning of assets, liabilities, and stockholders
equity, and state the basic accounting equation.

6. Describe the components that supplement the financial
statements in an annual report.
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Introduction to Financial Statements

Introduction to Financial Statements

Foaorm:s ol U=sers and Uses
Business of Financ |=|I
COrgamzatian Inlformation

Business
Achwvihes

& Sobe & |nternal users @ Financing & |nocome statement
proprietorship e External users e Investing e Retained earnings
= Farinership e Ethics in financial e Operating statement
& Corporation reporiing & Balance sheei
w Statemvent of cash
flows
& |nferrelationships
of statements

& Cther elements of
an annual repaort
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Forms of Business Organization

Forms of Business Organization

Proprietorship Partnership Corporation

« Generally owned Simple to + Easierto transfer
by one person establish ownership

+ Simple to Shared control + Easier to raise
establish Broader skills funds

« Owner and resources + Mo personal
controlled liability

+ Tax advantages

Tax advantages
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Users and Uses of Financial Information

Users and Uses of Financial Information

Who Uses Accounting Data
External

Internal H 1_ Users
uman axing
Users Hﬁﬂum w
Lahur
I.Im-:ms
Finance
@D (oo

l:redltnrs

Agam:l
Inwastnrs
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Users and Uses of Financial Information

Users and Uses of Financial Information

Questions Asked by
Internal Users User

1. Canwe afford to give our

employees a pay raise? - Human Resources
2. What pnice for our product
will maximize net income? I Marketing
3. Which product line is most — Management
profitable?
4. |= cash sufficient to pay | Finance

dividends to the stockholders’y
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Users and Uses of Financial Information

Users and Uses of Financial Information

Questions Asked by
External Users User

1. |s the company earming

satisfactory income? — Investors

2. How does Disney compare in

size and profitability with Time =~ =% Investors
Warner?

3. Will United Airlines be able to — Creditors
pay its debis as they come
due?
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Business Activities

Business Activities

All businesses are involved in three types of activity —
+ financing,
+ investing,
+ and operating.

The accounting information system keeps track of
the results of each of these business activities.
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Business Activities

Business Activities

Financing Activities

Two primary sources of outside funds are:
1. Borrowing money

+ Amounts owed are called liabilities.

+ Party to whom amounts are owed are creditors.

+ MNotes payable and bonds payable are different
type of liabilities.

2. Issuing shares of stock for cash.

+ Payments to stockholders are called dividends.
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Business Activities

Business Activities

Financing Activities

Two primary sources of outside funds are:
1. Borrowing money

+ Amounts owed are called liabilities.

+ Party to whom amounts are owed are creditors.

+ MNotes payable and bonds payable are different
type of liabilities.

2. Issuing shares of stock for cash.

+ Payments to stockholders are called dividends.
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Business Activities

Business Activities

Investing Activities

Purchase of resources a company needs >
operate, -

¢ Computers, delivery trucks, furniture, buildings, etc.

¢ Resources owned by a business are called assets.

UNIVERSITY

|
MIDOCEA[T! |



Business Activities

Business Activities

Operating Activities
Once a business has the assets it needs, &
it can begin its operations. Spiruing

+ Revenues - Amounts earned from the sale of products
(sales revenue, service revenue, and interest revenue).

+ Inventory - Goods available for sale to customers.

+ Accounts receivable - Right to receive money from a
customer,in the future, as the result of a sale.
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Business Activities

Business Activities

Operating Activities

¢ Expenses - cost of assels consumed or services used.
(cost of goods sold, selling, marketing, administrative,
interest, and income taxes expense).

¢ Liabilities arising from expenses include accounts
payable, interest payable, wages payable, sales taxes
payable, and income taxes payable.

Net income — when revenues exceed expenses.

¢ Net loss —when expenses exceed revenues.

UNIVERSITY
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Communicating with Users

Communicating with Users

Companies prepare four financial statements from the
summarized accounting data:

Balance Income E‘Etﬂi.nEd Statement
Sheet Statement sl " of Cash
Statement Flows
F F F F
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Communicating with Users

Communicating with Users

Income Statement + Reports revenues and
Nstratiar 1-4 expenses for a specific
SIERRA CORPORATION i i
RRA CORPORAY period of time.

Far the Month Ended Oclober 31, 2012 )
+ Net income — revenues

Havenuaes

Service mevenue 10,6000 EKﬂEEﬂd EKPEHEEE-
Expenses

Salaries expense 55,200 _

Supplies expense peres + Netloss — expenses

Rent expense Ly exceed revenues.

Inccurance ex persse i

Inleresl expense S0 .

Depreciaiion expense ik #+ Past net income

R lipeat s R provides information for
Met income + 2 860 s
predicting future net
I income.
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Communicating with Users

Communicating with Users

Retained Earnings

llusstratian 1-4 Busbrsicn 1-5
SIERRA CORPORATION SIERRA CORPORATION
Incoms Statemeant Retaned Esmings Stalement
Far the Month Ended Oclober 31, 2012 For the Manth Ended Qctabar 31, 2012

Revenues Retalmed carmdmgs, Octabwer 1 3 il

Hervice revenue 1000 e Add: Net income 2. Ba0
Expenses 2 _Rai

Salarics expense 55,200 Less: Dividends Si0

Supplies expense 1,500 Retained earnings, Ociober 31 £2,360

Eent expense i

Incourance expermss 50

Imberesd expense 1]

D preciation expemse ik

Total expenaes 7,740 Net income is needed to

Ml incorme £ 2RO

determine the ending balance in
retained earnings.
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MIDOCEA[\I |



Communicating with Users

Communicating with Users

Retained Earnings

llusstratian 1-4 Busbrsicn 1-5
SIERRA CORPORATION SIERRA CORPORATION
Incoms Statemeant Retaned Esmings Stalement
Far the Month Ended Oclober 31, 2012 For the Manth Ended Qctabar 31, 2012

Revenues Retalmed carmdmgs, Octabwer 1 3 il

Hervice revenue 1000 e Add: Net income 2. Ba0
Expenses 2 _Rai

Salarics expense 55,200 Less: Dividends Si0

Supplies expense 1,500 Retained earnings, Ociober 31 £2,360

Eent expense i

Incourance expermss 50

Imberesd expense 1]

D preciation expemse ik

Total expenaes 7,740 Net income is needed to

Ml incorme £ 2RO

determine the ending balance in
retained earnings.
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Communicating with Users

Communicating with Users

Retained Earnings

Statement
+ Statement shows amounts and R
causes of changes in retained SIERRA CORPORATION
. ; B Rviwened Eae Simi L
earnings during the period. For the Month EI'II:IFEEII::!I'EI-:;::“:;:I. 2012 )
+ Time period is the same as o e e
2 Al
that covered by the income T pae
statement. Retained cormings, Ocinber 31 2,340

—

# LUsers can evaluate dividend
payment practices.

UNIVERSITY
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Communicating with Users

Communicating with Users

Balance Sheet

Hlesiratsom 1-T

BIERFA CORPORATION
[alancn Skaons
Cinslse 30, 2013

et o
Caals
Ay uEils ievelvalike
Biipgd e
PFvogsalad dnsui e
Fapilpraviasaii, wei

lodpl mar =

Rdnbslinies amil Seockhalders’ Eaguli

L o Dt b
Plisles panhle

Liineini thel sediWVioe meveiiiie
Inievesal il

Tisial linhilicies
S kb bdews” ety

Cowiiamenn shoc k (NI ]
B tminas] ssrmieg s 2 e

Tolnl sices Khabdes’ ety
Vsl Hawiliines s ssase kol e escpaiiy

§ 5 dnh
Agvaminia s ahle LT ]
sakipies pasnble |, ey

F 15 31H)
ikl

1 1M
1480

4 Ll

$212100

F 2550

12360 —

£21.210
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Retained Earnings
Statement

Wustration 1-5

== Lednined comdngs, Oeinber 31

SIERRA CORPORATION
Ralaened Ensringa Staloemenl
Far tha Manlh Encied COolalsar 31, 2012

Redabmec] eormdmgs, Coober | LS il
Aclel; Met incoane 3 Hall

2 Hail
Lz Iiviclenols Sl

£2. 360

Ending balance in retained
earnings is neadead in preparing
the balance sheet.
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Communicating with Users

Communicating with Users

Bala“ca sma‘t’ lhestratom 1-TF

"“?"'mi?:;aﬁ"n" -» HEPUHE assets and
Crhsh 415,300 Epﬂﬂiﬁﬂ pﬂiﬂt in time.

Ciotsher 31, 2012 .
claims to assets at a

A imiEils vl valibe JiH1

Siipgdeis (ME 1]

Mool insiipney 14
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Communicating with Users

Communicating with

Balance Sheet statement of Cash Flows

Bhistrmicn 1-7 Bhistrpticn 1-8

BIERRA SR PORATHIH BIERRE CORFOEATICH
Badairasi Shedi Fassraant of Cush Flras
Ocickesr 31, 3013 P e Wesib Ervdad Octeber 30, 2513

Cashi Hivaw S afpearatlng S bviehs=
e — | ok Tevelpas [F0n operoting roilvi ks S0 0300
Cash 15 2} Cirdh purysaenis Die equesaliing i mas 5 S
:‘:‘TI:::::'IH““'H'- ”:::] Pel s pros ikl by opereimp sctiviiies 570
EF'||.I1|-||i|] [P—— LT Cash Horas B irmesiing aciiiiies
- . Purchased oifice sguipmeni (R
I, ezl £ G e
ft:'":“"nl " m M caqh ased by imveasng acivitkes [ ]
e == Caah M Broan Mnsschng solulikes
lﬂllﬂdﬂllﬂmn' El—-lzl' b s o corsieen siogk |'1_I1':l'l
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Inkeresi mivabde L] e b ok pie] o preriiad L1 3K
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Communicating with Users

Communicating with Users

Statement of Cash Flows

ustraiicn 1-8

- SIERRA CORPORATION + Where did cash
come from during

Pae thas Bl Endesd Oaiobess 31, 3092

Answers:

Caali Mowis v aipserat g st iviies -
Cinly reweipis l||I||I-| iH -.'llullllll-u i | oy B e £11.20 th'E FEFIDEI?
Clansle pasymands Tis cpaosting aotly i2les {8 8}
Pt cgma by ooy il By oymernting aciivilbes £ E TN
Caali Mesvs Tioam liviesllng ociiwies "' Hﬂw Wﬂ-s ﬂﬂ-sh HE‘Ed
Ppre hipsesd ol e eapui peveni [N ] ; )
Bdet casle nised By ivvesving oeviviles L5 AHHE ) dunng thE mrlﬂd?
Cash Hivww livan Tinancing stivities
lasusance ol comimsan =icck 11 I
lwsie=c ol ||-.|'-.|||||.' & dHH) "' What was thE‘
Paymneni ol dividemd | A
Pdet il i ided by Minaiscing acilyizles 14, 5{K1 ﬂhange in thE‘ EH E.h
Mel irsrenss im cmsh 15 300 s
Cosh ol beginning of p=ericsl L1 b.ala HGE durlng thE‘
Cpesh i encd ol period 15,6

period?
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Other Elements of an Annual Report

Other Elements of an Annual Report

U.S. companies that are publicly traded must provide
shareholders with an annual report.

The annual report always includes:

+ Financial statements,

+ Management discussion and analysis.
+ NMotes to the financial statements.
*

Independent auditor's report.
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Other Elements of an Annual Report

Other Elements of an Annual Report

Auditor’s Report

Auditor’s opinion as to the fairness of the presentation of the
financial position and results of operations and their conformance
with generally accepted accounting standards.
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