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* |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

weekly meeting link (same link is used for all meetings)
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*The course provides an overview of financial decision-making from the
perspective of the corporate financial manager. Students discover how managers
maximize shareholders’ wealth by choosing the optimal allocation of capital and
the optimal financial structure of the firm. Topics include risk-return relationships,
the time value of money, the valuation of stocks and bonds, capital budgeting, the
cost of capital and a brief introduction to financial markets. Parts of the material
are quantitative.
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1 Topics

& D

Financial Statements

& &

Investing and Financing Decisions

[

Operating Decisions and the Income Statement

[

Communicating and Interpreting Accounting Information

EY]

Cost of Goods Sold and Inventory

[

Property, Plant, and Equipment Natural Resources

[

Reporting and Interpreting Liabilities

Y]

Reporting and Interpretation
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Course Learning Outcomes
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Students will learn how to:

eEvaluate investment opportunities.

eAnalyze a company’s financial statements to answer business questions.

eUse financial formulas to evaluate cost of capital for decisions related to financing the operations of a
corporation.

e Anticipate corporate financial needs through budgeting and forecasting techniques.

eExplain working capital concepts.
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Lecture one agenda

1

Describe the primary forms of business organization.

Identify the users and uses of accounting information.
Explain the three principal types of business activity.

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

Explain the meaning of assets, liabilities, and stockholders’ equity, and state the basic

accounting equation.

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

Forms= of Users and Uses .

. . - Business
Business of Financial e
e - - Activilies

O rganization Informaticn
e Sole & lnternal usars & Financing
proprietorship e External users ® Investing
= Farinership e Ethics in financial e Operating
e Cornporation reporting
-

Coommuniicating
with Users

Imecrme stabermesnt

Retainad sarnings
statemant
Balance shesi
Statement of cash
flowws
Inferrelaticnships
of staifements

Cher elemeaents of
an annual repart
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Forms of Business Organization
Proprietorship Partnership Corporation
+» Generally owned Simple to + Easier to transfer
by one person establish ownership
+« Simple to Shared control « Easier to raise
establish Broader skills funds
» Owner and resources « NMNo personal
controlled Tax advantages liability
«» Tax advantages
U > )
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Users and Uses of Financial Information

MIDOCEA

U N 1"V EBR S | T Y

Users and Uses of Financial Information

Who Uses Accounting Data
External

Internal T <mr Users
uman axing
Users Resources Authorities
Labor
Unions
Finance
.@
Marketing Regulatory
Agencies

~
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Users and Uses of Financial Information
Users and Uses of Financial Information
Questions Asked by
Internal Users User
1. Can we afford to give our HuMman Resources
employees a pay raise? :
2. What prnce for our product
will maximize net income? : Marketing
3. Which product ine is most — Management
profitable?
4. |s cash sufficient to pay
dividends to the stockholders? ’ Finance
\_ Y,
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Users and Uses of Financial Information

Questions Asked by

External Users User
1. Is the company earning
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 i1ts debts as they come
due?
\__ Sy 4
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Business Activities
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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
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. o
+ NMNotes payable and bonds payable are different
type of liabilities.
2. Issuing shares of stock for cash.
+ Payments to stockholders are called dividends.
N, r
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1 Business Activities
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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.

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

2. lIssuing shares of stock for cash.

+ Payments to stockholders are called dividends.

.
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Business Activities
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Business Activities
Investing Activities
Purchase of resources a company needs “
operate. san
¢ Computers, delivery trucks, furniture, buildings, etc.
¢ Resources owned by a business are called assets.
R | \"‘)
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Business Activities
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Business Activities

Operating Activities

Once a business has the assets it needs, &

it can begin its operations. Sperang

+ 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

~

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

<+ Liabilities arnsing 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.

A 3
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Communicating with Users
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Communicating with Users
Companies prepare four financial statements from the
summarized accounting data:
Balance Income E::::Z: Sé?té'as"im
Sheeat Statement Stat ant El -
I I I
.
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Communicating with Users

Income Statement + Reports revenues and

Misstratian 1-4 expenses for a specific

SIERRA CORPORATION PEl'i'nd of time.

Income Statemeand
Far the Month Enced Ocleber 231, 2012

# Net income — revenues

Feve nues

L e U e S R R R TH e %1 0, sk EK{:EE{:’ EH—F}E“EEE‘-
Expenses

Salaries expsense 55,2040 _

Supplies expenss 1.5(H} * HEt Inss EKPEHEEE

Rent expense SN exceed revenues.

Incssurance ex peTsse 501

Imberesl e e nse = .

DreprrecLation ¢xpemsse Ly -» F"ElEt H'Et incoame

Total expenses 7,740 provides information for

Pede=l Amecoinmie L 2 Hald

predicting future net
income.

A 4

www.midocean.ae
L1-20



A

S8 Communicating with Users

1

Communicating with Users

Retained Earnings
Income Statement

Nustraton 1-4 Bustration 1-5
SIERRA CORPORATION SIERRA CORPORATION
ncomea Statemaent Retaned Exrnngs Statement
For the Month Ended October 31, 2012 For the Month Ended October 21, 2012

Reevenues Rotadned carnings, October | £ S O

Service revenue $ 10,600 pe Addch: Net incommie 2850
Exponses 2. 850

Salarics exponse $5,.200 Less: Dividends SO0

Supplics expense 1.500 Retained cammings, October 31 $2. 360

Rent expense SO0 _—

Irssuarance ox pense S50

Intcrent cxponse S50

Depeecintion @xpense )

Total expensos 7.730 Net income is needed to

Net income £ 2 RO e

i determine the ending balance in
- - retained earnings.

WK,
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Communicating with Users
Retained Earnings
Income Statement Statement
Hustration 1-4 Bustration -5
SIERRA CORPORATION SIERRA CORPORATION
Incomea Statement Retaned Earrings Statement
For the Month Ended Octobher 31, 2012 For the Month Ended October 31, 2012
Revenues Retalned carnings, October | L S 0
Service revenue $ 10,600 pe Al Net income 2850
Expoenses 2. 8560
Salarics expense S5.200 Less: Dividends S00
Supplies expense 1.500 Retained camings, October 31 £2. 360
Rent expense SO0 =
Irsurance ¢xpense S50
Interent cxponse 50
Depaecintion expense <0
Total expenses _2.730 Net income is needed to
Niet income $ 2500 = | determine the ending balance in
- - retained earnings.
\_ S
N
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Communicating with Users

Communicating with Users

Retained Earnings

Statement
+ Statement shows amounts and S
causes of changes in retained SIERRA CORPORATION
- . - Fetaemnmed Essmings Stalesment
earmings during the period. For the Month Ended COotabar 31, 2012 ]
+ Time period is the same as e pombies o e
that covered by the income L 2860
Lam=ss IMiviche s S0
statement. Fetdoimed canmwings, Ociober 31 F£2 340

# Users can evaluate dividend
payment practices.

\_ S 4

www.midocean.ae
L1-23




Chapter

Communicating with Users

Communicating with Users

Balance Sheet

lhestratiom 1-T

SIER RS CORPORAT DM
Bialancs Sreses
Dieasl=ar 31, 20712

Coah
Accrmarle st ke
Sl =

Friogeo il Gnsuimns s

LR Y

Ll s nn i e

Tzl mccaesi=

Limbblinies snd Seockbhaolders" Eqgueiis
Lazablndia==

Pelioles peace o ke £ S

Aerwmnnaniis jras bl 3 =
Eakairiie= pecepible | - ]
Ui miedl Seiwiess me s s ]
D=l preananleda- L]

T lizalsaliise=

Sk CWE Ly
Lemate Ty | (T S PRl 8 [ B ]
Fas il asarrsieg = e =Y

Fonlol sooes Kb iless sy

el Habviliises ond ssasc kbaodl dors=" ocpaily

%1% 20
200

1 Kl
et ] 1]

-+ il
F21.210

12 300 —

L1 =100

Retained Earnings
Statement

usoraticn 1-5

SIERRA CORPORATION
Fretaened Esrmengs Slalesmesnt
For thie Maorth Ended Octaber 21, 20173

Fooetal e o] el s, Chon b= 1

LS [N}

hclell: Mel incoane = _Ha0

2 _HE

Lassms IMiscicler o= Sa M1

= Fedaimed canrmdngs, Chetober 31 2 3850

Ending balance in retained
earnings is neaedad in preparing

the balance sheet.
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Balance Sheet

SIERRA CORPORATION
Balanco Shaes
Ootobesr 31, 2012

Hustraton 1.7

Asscis
Cosh 215200
A x bk 1)
Supypdacs 1 o0
Py : 0
Lapripenent . mwt 4 i)
i I ot $21. %0
Liabélities and Stockholders’ Fgwity
Lbabalities
Notes poos able s 5000
Ao vonminis s uhbe <, 5
Solartos pans while 1.0
L ocur o servie ¢ rovenue N
Todwrest pas b
Totial Lalnlirses $ VESn
St b hobders’ oy
Commeman stoah 10 000
Retmrmd cunr vy 2 WO
Totad stow Khobdows’ eqquaty 12300
Tonad Batvihines and s bholders exgany $21%10

¢ Reports assets and
claims to assets at a
specific point in time.

¢ Assets = Liabilities +
Stockholders’ Equity.

& Lists assets first,
followed by habilities and
stockholders' equity.

~N
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usprsticn 1-7 usersticn 1-5
SIERRA COEPORATHOH SIERRE CORFOSITHIN
BEodaress Sheest EpkEwey ol Cawd Foras
Dicicker 31, 2013 Fow b Weslb Evvded Cetabar 30, 2803
A Ba Cash Hrres B sjpesrnt lng ac1irizhs=
— - Cwedi womlo Pl Troniwn Coges ol e st 0Had 1 i &1 3
Cash '5-'-'—:" el vy i Do coojacmm sl e ane |ie 0w TR =]
"-:|.||-|.|"I-I- CeEmre i “__:: P ool prees ke By opernitmg scliviiies 5 5 30
- - 57 . ey -_:: Cash Meras S e silng aci i ke
::l_lll'l_llllll:::l':;_rlmm __..I;_:: Purch as-sd o e S ppareemi 15 LR
1:.| II i i : 1.1I--|-I|| P ooy msmatr] bre Smveacin g scnioinbes 15 D0
o —= Cash Nores lrca Nnssclng sscriviibes
Liakbilitics el S 0o Bl rs” Eogusly oo i e ol oo el e i el |l_l_ll-\.-ll
A T Ll pmnde sl S HE
.1\. : _-\_ S B A Frrrme e ol dividond L
.3..:.-:4.'|III:- ;:J'\.I:llll-..' _'-llﬂl Pl sl precabilend B Tireeract g secd Frsss 14 =K
Saoloress gy alsle D Pt imcronea In casbh 15 TiK]
L T s A et e e e N T E5 ) ] Cash s bergldrasragz ool e i 1]
Enbcresi privnibls EA ] - Cash ol oaned ol el osd £0% 3K
Tl hambiliiies o0 HE
Sk bl b v cgpaniy
LTl i Sl K (L]
B cvirena] o rremgrs 2 el
Festal s bac-kluklews " oyl 12 )
Troal habilitkes g oo ol gis S 2] 510
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Communicating with Users

Statement of Cash Flows A

Bustration 1-8
- e TN, ¢ Where did cash

come from during
Canh Meras frvom opseraling sctm il e

For the Nonth Endedd Oclober 31, 2012
Canbs recwiptns from opserutiog s tivibies $11.200 the peNOd?

Canh pavmeoas fos operating activizles {5 S00)
Nt canh prosided by opwrnting activites S 5700
Caonh flones from Investing octnmies . HOW Was caSh Used
P hased ol equarpenent (5 Oy

Net canh vsed By I esting ac tivithes =~ LS 000 dunng the mnOd?

Coanh Dovmn Lo Dians fng o tis ities

Isswsancy of common siouh 10 M)
:-.-.».:-1 mt.; |;|\.u:-l." S 000 < What was the
ayooent of diviGors { SO0
Nt o pron bded by Hinancing actiy nles _L‘_"‘" Change 'n the CaSh
Net iowrvnse in camh 15200 .
Coanh st Beginming o peebensd Q ba'ance delng the
Conh st ol ol periond SIS M)

period?

A | | AN,
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Other Elements of an Annual Report

1 )
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.
+ Notes to the financial statements.
L

Independent auditor's report.

\ S
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Other Elements of an Annual Report
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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.

~N
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