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Learning Objectives

e To understand the need for financial
statements

* To interpret the information contained in the
financial statements



Purpose of Financial
Statements

— Accounting Process

Information for Decision Making
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Information for Decision Making




Decision Makers

Who are the What

decision decisions do
makers? they take?

What
Information
do they need?
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WHAT IS NECESSARY FOR
SURVIVAL OF A BUSINESS




CASH FLOW

SURVIVAL NET CASH
FLOW
Cash

Inflow

Cash
Outflow

VENDOR DEFAULT




HOW DO WE MEASURE THE SUCCESS OF A BUSINESS




Cash Flow vs Profit

SURVIVAL CASH FLOW
CASH IN FLOW — CASH OUTFLOW

SUCCESS PROFIT
PROFIT = INCOME — EXPENDITURE



Cash Flow vs Profits - example




HOW DO WE MEASURE PROSPERITY OF A BUSINESS




Information for Decision — Makers

Investors
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Survival

Cash Flow

Success
Profit

PROFIT GROWTH —
Profit in Q1 last year vs Profit in Q1 this year

Prosperity

Profit
Growth



OBJECTIVE OF FINANCIAL
STATEMENTS

SURVIVAL CASH FLOW

SUCCESS PROFIT

PROSPERITY PROFIT
GROWTH
ASSET

GROWTH



FINANCIAL STATEMENTS



Growth in Assets

Equity
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Asset Funding

SOURCE OF FUNDS

/

Equity Share Retained
Capital Earnings
Income —

Expenditure-
Dividend




Return on Investment ROI

ROI = Profit

i B AssR

Return on Investment ROI
measures profitability of the assets



Drivers of Profitability
lj

Income — Expenditur
Assets




Revenue Growth — Sustainable
Profitability/]

ncome — Expenditure
i Assets

- Debt + Equi t




Managerial Decisions drive
Profitability

Income — Expenditure = Operating
Assets == Investment

Debt + Equity == Financing



Managerial Decisions
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FINANCING
DECISIONS
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e Raising FUNDS to
acquire ASSETS

-
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INVESTMENT

DECISIONS

e Acquiring ASSETS to
operate the business

-
>
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OPERATING
DECISIONS

e Operating ASSETS to
generate INCOME
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Operating,
Investment &
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BALANCE SHEET

Financing
Decisions

Investment
Decisions




BALANCE SHEET
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BALANCE SHEET

Financing Investment
Decisions Decisions
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Non-Current
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Current Liabilities vs Non- Current
Liabilities

31st March, 2021 31st March 2022
| .
CURRENT LIABILITIES NON-CURRENT
Liabilities falling due after LIABILITIES

1.4.2021 upto 31/3/2022 Liabilities falling due
after 31/3/2022




Linking Financial Statements

Balance Sheet

Profit & Loss Account

Income

Less: Expenditure
Profit before Tax
Less: Tax

Profit After Tax
Less: Dividend
Retained Profit

Equity & Liabilities Assets
Equity Capital Non-Current
Other Equity Assets
Retained Earnings

Non-Current Current Assets
Liabilities Cash
Current

Liabilities

Cash Flow Statement

Opening cash balance

Operating
Investment
Financing

Closing Cash Balance




Bharat Dynamics Ltd - Balance Sheet

EQUITY & LIABILITIES
AS ON 31st March 2020 2021 2022\
Rs in lakhs
EQUITY
> Equity Share Capital 18,328.12 | 18,328.12| 18,328.12
':Z) Other Equity
o General Reserve 223,13554 | 248,135.54 | 282,062.94
u Retained Earnings 19,219.31 2,011.06 2,664.68
Other Equity 242,354.85 | 250,146.60 | 284,727.62
TOTAL EQUITY 260,682.97 | 268,474.72 | 303,055.74
LIABILITIES
- Non Current Liabilities
= (| Financial Liabilties
g:: F Lease Liabilities 771.19 652.71 520.75
o= Other Financial Liabilities 4,540.38 4,325.39 4,106.16
(Z) g Provisions 29.13 2,906.82 4,465.64
0o - Other Non-Current Liabilities 71,036.09 | 67,718.87 | 86,133.95
< Total Non Current Liabilities 76,376.79 |  75,603.79 |  95,226.50
Current Liabilities
0 Financial Liabilities
Euw Borrowings 216.63
- 5 Trade Payables 3454853 | 74,260.11| 55,246.98
% 0 Lease Liabilities 106.10 118.48 131.96
3) E Other Financial Liabilities 16,554.62 14,417.85 16,436.59
Other Current Liabilities 147,415.56 | 140,302.58 | 155,359.65
Provisions 32,62491| 22,998.08| 30,930.60
Total Current Liabilities 231,466.35| 252,097.10 | 258,105.78
TOTAL LIABILITIES 307,843.14 | 327,700.89 | 353,332.28
TOTAL EQUITY & LIABILITIES | 568,526.11 | 596,175.61 | 656,388.02

ASSETS
AS ON 31st March 2020| 2021 2022
Non-Current Assets Rs in lakhs
Property, Plant & Equipment -| 101,081.81 | 106,953.69 | 109,987.50
0 Less: Accumulated Depreciatiq  -25,776.65 | -32,680.58 | -39,561.06
E Property, Plant & Equipment-|  75,305.16 | 7427311 | 70,426.44
7) Right of Use Assets 4,151.45 3,975.04 5,682.32
2 Capital Work in Progress 4,205.85 2,149.86 4,073.18
E Intangible Assets 13,779.20 | 13,249.79| 11,274.90
w Investment Property 0.97 0.97 0.97
% Financial Assets
% Investments 390.43 452.26
Z Loans 300.35 251.96 203.69
S Other Financial Assets 4,676.89 4,404.11 4,085.76
Deferred Tax Assets (net) 5,424.97 4,773.25 5,710.71
Other Non Current Assets 2,884.57 2,745.55 2,606.53
Total Non Current Assets 111,119.84 | 106,275.90 | 104,064.50
Current Assets
Inventories 85,651.77 | 139,701.00 | 165,445.13
Raw Materials 56,627.51 | 96,833.06 | 113,765.32
g Work in Progress 26,962.15| 40,236.32 | 46,303.39
w Finished Goods 4217.69 518.21 3,144.20
7 Stores & Spares 163442 | 211341 223222
f_t Financial Assets
5 Trade Receivables 33,836.80 | 32,269.27 | 30,416.13
x Cash and Cash Equivalen]  29,749.47 |  45,691.67 | 26,504.37
% Bank Balances 36,600.00 | 110,403.80 | 163,449.00
O Loans 236.96 196.87 183.74
Other Financial Assets 24255043 | 121,594.31| 129,162.31
Other Current Assets 28,780.84 | 40,042.79| 37,162.84
Total Current Assets 457,406.27 | 489,899.71| 552,323.52 \
TAtal Aceante RRO E9R 11 EOR 17K /1 AER 200 N9 ‘




PROFIT & LOSS ACCOUNT

Income

1 MINUS

Expenditure

Profit

'\

.

v

Operating Decisions

EQUALS TO



Profit & Loss Account

Y the Financial Statements

Income
Revenue from Operations
Other Income

Expenses
Cost of Material consumed
Manufacturing Expenses
Employee Expenses
Selling Expenses
Gen & Admin Expenses

EBITDA
Less: Depreciation

EBIT or Operating Profit or PBIT
Less: Interest

Balance Sheet

Equity & Assets
Eabl.“t'eé' tal Non Current

quity Capita Assats
Other Equity
Non Current Current Assets
Liabilities cagh
Current A
Liabilities

Cash Flow Statemdgit
Opening cash balance

Profit before Tax
Less: Tax

Profit After Tax
Less: Dividend
Retained Profit

Operating
Investment
Financing

Closing Cash Balance




Bharat Dvnamics Profit & Loss Account

FOR THE YEAR ENDED 31 Mar 2020 2021 2022
INCOME Rs in lakhs
Revenue from Operations 310,487.20 191,375.95 281,740.28
Other Income 8,805.03 9,461.36 11,121.04
TOTAL INCOME 319,292.23 200,837.31 292,861.32
EXPENDITURE
Cost of Materials Consumed 101,408.85 97,008.31 126,336.55
Stock Adjustments 50,366.33 -12,890.75 -8,435.58
Employee Benefits Expenses 53,403.07 50,108.86 57,066.27
o) Power & Fuel 2,261.58 1,858.84 2,084.29
= Repairs & Miantenance 2,582.17 2,368.26 2,733.30
|<_E Other Operating Expenses 14,510.16 9,484.10 11,362.90
% Other Expenses 10,405.26 8,966.46 17,985.87
%— TOTAL EXPENDITURE 234,937.42 156,904.08 209,133.60
PROFIT BEFORE
DEPRECATION &
AMORTISATION, INTEREST
AND TAX (EBITDA) 84,354.81 43,933.23 83,727.72
Less : Depreciation & Amortisatio 9,643.84 9,453.84 9,035.47
PROFIT BEFORE INTEREST
AND TAX (OPERATING
PROFIT) 74,710.97 34,479.39 74,692.25
Less: Finance Cost
Interest & Bank Charges 326.55 252.26 203.41
Others 139.02 139.02 139.02
PROFIT BEFORE
EXCEPTIONAL ITEMS & TAX 74,245.40 34,088.11 74,349.82
Less : Impairment Loss -3,358.57
PROFIT BEFORE TAX 74,245.40 34,088.11 70,991.25
Less : Tax Expenses
Current Tax 19,002.93 7,204.37 21,653.56
Deferred Tax 1,752.39 1,107.73 -654.75
PROFIT AFTER TAX 53,490.08 25,776.01 49,992.44




CASH FLOW STATEMENT

OPERATING

¢ Cash Inflows minus ¢ Cash Inflows minus e Cash Inflows minus
Cash Outflows =Net Cash Outflows =Net Cash Outflows =Net
Cash Flow Cash Flow Cash Flow



OPERATING

CASH FLOW STATEMENT

INVESTMENT

FINANCING

For the year ended 31st March 2020 (1A wm
CASH FLOW FROM OPERATING Rs i crores
Profit efore tax TA2540) 3408811 743498
Adjustments for:
Depreciation and amortisation 964384 945384 903547
Finance Cost 465,57 3918 3443
Interest income 5393401 562886 -6375.16
Other Adjustments 20490 18178 578403
Cash Generated from operations before
working capital changes 7875092 37,00259| 83,136.59
Net increase]decrease ) in cash from
working capital changes -10964.37| 7756095 -9,828.34
Cash generated from operations 67786.55 11458354 73,308.25
Taves paid (net of refunds) 7364410 -1782.24| -20,342.35
Net cash generated from operating
activiies - [A] 50422.14| 10680130/ 52965.90

CASH FLOW FROM INVESTING ACTIVITIES {Rs in akhs

Purchase of PPGE and intangibleassets | -5,68884|  -5,06091 1020442

Proceeds from sale of PP&E and Intangible 0% un 0%

Bank Deposit 1165401 13803801 53,0450

Interest received 305 60510 S5H1%

Net cash generated|{used i) rom

investing actvites (3 330703 -1331840| 513014
CASH FLOW FROM FINANCING
Interest & Finance Charges paid -326.55 -252.26 -203.41
Repayment of Lease Liabilities -94.72 -106.10 -118.48
Dividends paid incluidng Dividend tax -18,665.92| -16,905.72 | -14,530.06
Net cash used in financing activities-[C] | -19,087.19| -17,264.08 | -14,851.95
Net increase/(decrease) in cash and cash
equivalents - [A+B+(] 28,017.32| 16,158.82| -19,187.29
Cash and cash equivalents at the
beginning of the year 1,51552|  29,532.84 | 45,691.66
Cash and cash equivalents at the end of 29,532.84| 45,691.66| 26,504.37




CAPITAL EMPLOYED
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Return on Capital Employed

ROI = Income — Expenditure
Assets

= Income — Expenditure
Debt + Equity
Capital Employed = Debt + Equity
Return on Capital Employed

ROCE = Income — Expenditure
Debt + Equity



EQUITY

NON-CURRENT LIABILITIES

INTEREST BEARING CURRENT LIABILITIES
Less:

DEFERRED TAX ASSETS

N

I

EQUITY =

NON-CURRENT LIABILITIES=

INTEREST BEARING CURRENT LIABILITIES=
Less:

4. DEFERRED TAX ASSETS =
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CAPITAL EMPLOYED =



ROCE

ROCE

Return

Capital
Employed




