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Agenda Overview
• Overview of Financial Statements

• The Balance Sheet: Snapshot of 

Financial Position

• The Income Statement: Measuring 

Performance

• The Cash Flow Statement: Tracking 

Liquidity

• Fundamental Concepts and Analysis 

Techniques
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Overview of 
Financial 
Statements
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Purpose and importance 
of financial statements

Communication with Stakeholders

Financial statements provide clear financial information to all 

stakeholders for informed decision-making.

Assessing Business Health

They help evaluate the financial status and performance of a 

business over time.

Investment Guidance

Investors use financial statements to make informed investment 

and funding decisions.

Regulatory Compliance

Financial statements ensure businesses meet legal and 

regulatory requirements.
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Users of financial 
statements

Investors

Investors use financial statements to assess the profitability and 

risks of potential investments.

Creditors

Creditors rely on financial data to evaluate a company’s 

creditworthiness and loan repayment ability.

Management

Management uses financial statements to make strategic 

decisions and improve operational efficiency.

Regulators and Stakeholders

Regulators and other stakeholders depend on accurate financial 

data to ensure compliance and transparency.
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Key regulatory 
frameworks

International Financial Reporting Standards

IFRS provides a global framework for consistent and transparent 

financial reporting across countries.

Generally Accepted Accounting Principles

GAAP ensures reliable and comparable financial statements 

mainly used in the United States.

Importance of Standards

These frameworks ensure consistency, comparability, and 

reliability in financial reporting worldwide.
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The Balance 
Sheet: Snapshot 
of Financial 
Position
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Definition and 
structure of the 
balance sheet
Balance Sheet Components

The balance sheet consists of three main parts: 

assets, liabilities, and equity, which represent the 

company’s financial position.

Accounting Equation

The fundamental accounting equation is Assets = 

Liabilities + Equity, which ensures the balance 

sheet balances correctly.
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Assets, liabilities, and 
equity explained
Assets Defined

Assets are valuable resources owned by a business or individual.

Understanding Liabilities

Liabilities are financial obligations or debts owed to others.

Equity Explained

Equity is the residual interest of owners after liabilities are subtracted 

from assets.
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Interpreting balance 
sheet figures
Assessing Liquidity

Liquidity analysis determines the business's ability to meet short-term 

obligations using current assets.

Evaluating Solvency

Solvency assessment evaluates long-term financial stability and ability 

to meet long-term debts.

Financial Flexibility

Financial flexibility measures the company's capacity to adapt to 

financial challenges and invest in opportunities.
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The Income 
Statement: 
Measuring 
Performance
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Structure and 
components of the 
income statement

Revenues

Revenues represent the total income generated from normal 

business operations.

Expenses

Expenses are the costs incurred in the process of earning 

revenues.

Gains and Losses

Gains and losses arise from secondary activities outside normal 

business operations.

Net Profit or Loss

Net profit or loss is the final result after subtracting expenses 

and losses from revenues and gains.
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Revenue, expenses, 
and profit analysis
Profitability Trends

Analyzing revenues and expenses reveals key 

trends in profitability over time.

Cost Management Effectiveness

Evaluating expenses highlights how effectively 

costs are controlled within the organisation.
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Relevance to 
decision-making
Guidance for Managers

Income statements help managers evaluate 

operational success and improve business 

strategies effectively.

Investor Decision Support

Investors use income statements to assess 

company performance and make informed 

investment choices.

An initiative by Pawan Pratap Singh: For more, 
visit www.pawanpratapsingh.com



The Cash Flow 
Statement: 
Tracking 
Liquidity
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Purpose and layout of the 
cash flow statement
Operating Activities

Operating activities show cash inflows and outflows from core 

business operations.

Investing Activities

Investing activities track cash spent on or received from asset 

purchases and sales.

Financing Activities

Financing activities reflect cash movements related to borrowing, 

repayments, and equity.
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Operating, investing, and 
financing activities
Operating Activities

Operating activities involve the core business functions generating 

daily revenue and expenses.

Investing Activities

Investing activities include buying and selling assets such as 

equipment or property.

Financing Activities

Financing activities cover borrowing funds or issuing equity to support 

business growth.
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Analysing cash 
flow trends

Evaluating Liquidity Health

Cash flow trend analysis reveals the company’s 
ability to meet short-term obligations effectively.

Assessing Sustainability

Consistent positive cash flow trends indicate 
long-term business sustainability and operational 
strength.

Identifying Potential Risks

Reviewing cash flow trends helps detect 
emerging financial risks and potential liquidity 
shortfalls early.
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Fundamental 
Concepts and 
Analysis 
Techniques
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Accruals and 
matching principle
Accrual Basis Concept

Revenues and expenses are recorded when 

incurred, not upon cash receipt or payment.

Matching Principle

Expenses are matched with related revenues in 

the same accounting period for accuracy.
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Materiality, consistency, 
and going concern
Materiality Importance

Materiality ensures financial information is relevant by highlighting 

significant data affecting decisions.

Consistency Principle

Consistency allows comparison of financial data over time by using 

uniform accounting methods.

Going Concern Assumption

Going concern assumes the business will continue operating, affecting 

asset valuation and financial decisions.
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Basic financial ratios and 
their interpretations
Liquidity Ratios

Liquidity ratios measure a company's ability to meet short-term 

obligations and maintain cash flow.

Profitability Ratios

Profitability ratios assess the company's ability to generate earnings 

relative to revenue or assets.

Solvency Ratios

Solvency ratios evaluate long-term financial stability and a company’s 

capacity to meet debt obligations.
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Conclusion

Understanding Financial Statements

Grasping financial statements is essential for evaluating a 
company's financial health and performance accurately.

Empowered Decision Making

Knowledge of financial concepts enables stakeholders to 
make informed and strategic business decisions confidently.
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