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I. COURSE OVERVIEW:

Financial statements are very useful to the business concerns to interpret and analyze the financial
growth of different companies. The course focuses on the objectives and importance of financial
accounting, accounting concepts, accounting conventions, method of recording transactions under
double entry system, accounting process like journal, ledger, trial balance and final accounts that
enable students to understand earning position and financial position of business concern. This course
includes appreciate and use financial statements as means of business communication. This course
uses the analytical techniques of inventory valuation, funds flow and cash flow statements.

Il. COURSES OBJECTIVES:
The students will try to learn:

I.  The principles of accounting and utilization of financial information for decision making and
forward planning for future.

Il. The financial statements for knowing earning capacity and financial position of the business
concern with confidence

I1l. The inventory valuation of different companies and make analysis of financial accounts.

IV. The significance of financial statements as means of business communication.

I11. COURSE OUTCOMES:
At the end of the course students should be able to:
CO1 Discuss about objectives, types, and accounting concepts to prepare proper books of records
as per GAAP.
CO2 llustrate the significance of pre and final accounts and causes of depreciation on fixed
assets to measure its impact on business accounting.
CO3 Summarize the objectives, significance and valuation methods of inventory for allocation of
resources.
CO4 Describe the features, significance and classification of shares and debentures to maintain
records for issue of shares at par and discount.
CO5 Evaluate the cash flow and funds flow statements for excel analysis of funds from
operations.
CO6 Demonstrate the importance, limitations and types of ratios on financial statements to find
the financial soundness of the firm.

IV. COURSE CONTENT:

MODULE - I: INTRODUCTION TO ACCOUNTING (08)

Definitions, meaning, Importance, limitations, objectives, functions of financial accounting and
classification of accounts, principles of accounts, accounting concepts and conventions, the generally
accepted accounting principles (GAAP), their implications on accounting system; advantages and
limitations of double entry system, accounting cycle.
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MODULE - Il: THE ACCOUNTING PROCESS (10)

Books of original record: journal and subsidiary books, ledger, trial balance, final accounts with
adjustments: Methods of depreciation: Meaning, definitions, causes of depreciation, methods of
depreciation like fixed installment method, diminishing balance method, annuity method and
depreciation fund method (simple problems).

MODULE - I11: INVENTORY VALUATION (09)

Meaning, objectives of inventory valuation, methods, merits and demerits of inventory valuation
methods like FIFO method, LIFO method, weighted average method, simple average method
(problems).

Issue of shares: entries for issue of shares at par, issue of shares at discount and premium, calls in
arrears, forfeiture of shares, reissue of forfeiture of shares (problems).

MODULE - IV: FINANCIAL ANALYSIS (09)

Meaning, definitions, significance, limitations of funds flow and cash flow statements, Statement
showing changes in working capital, funds from operations, distinction between funds flow and cash
flow statements, funds flow and income statement, funds flow and balance sheet, cash profits and
book profits; preparation and analysis of funds flow statement and cash flow statement (problems).

MODULE - V: FINANCIAL STATMENTS AND RATIO ANALYSIS (09)

Analysis and interpretation of financial statements from investor and company point of view,
horizontal analysis and vertical analysis of company financial statements; meaning, definitions,
significance and limitations of ratio analysis; types of ratios like liquidity, leverage, solvency
and profitability ratios (problems).
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