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About me: I

VISAKHAPATNAM

Dr. Monika Dhochak, Assistant Professor (Accounting & Finance)
Ph.D. — IIT Roorkee, MBA (Finance), B.Com (Hon.)
7+ years (IIM Nagpur, Goa Institute of Management, EDII Ahmedabad)

More than 15 international journals, American Accounting Association; Venture Capital, Multi-criteria

Decision Analysis; [IM Indore, IIT Kharagpur; IIT Madras; MDI Gurgaon; Elsevier; Wiley, Emerald

» E-mail: monika@jiimv.ac.in

= Phone No: 08700417014
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* How do I Approach this module?

= Is this all about numbers and other fancy accounting jargon ?
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Why Accounting

is the Backbone
of Finance ?

'/ AN
) B —-—
) B
— T
gt! ‘ﬁit,::..
e —
P | 0 d
| | / [¢) >
EE (o]

AAAAAAAAAAAAA

What ties the bustling

market of Mumbai to the
[T hubs of Bangalore?
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From Startups to
Unicorns: The role of
Accounting



Accounting 1n Management Program 1M

o NO_EA or CMA

* Focus on Deci_g,_ign Making; Not on Mastery of Accounting Techniques

1

* Real World Application
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* Fun
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Oct 28: IRCTC informed exchanges | tweets that the decision is
Railway Ministry will take 50% of | being reversed

Oct 28: Stock closed at $913.75 . high of ?906 60

apiece on Thursday on BSE I 2:52 pm: IRCTC informs the
Oct 29: Share opens at ¥822.40 | exchanges that Railway Board
and tumbles to ¥650.10 ' has accepted its request

Oct 29 - 11:06 am: DIPAM l ® Shares close at ¥845.65/sh:
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Internal Risk Factors
..—-—-i__—:__'_,_,——'-
1. Our business and revenues are substantially dependent on Indian Railways. Any adverse change in policy of

the Ministry of Raibways may adversely affect our business and resulfs of operations.
e A S

Our business and revenues are substantially dependent on the policies of the Miistry of Railways and operations of
Indian Railways. As a CPSE wholly owned by the Government of India and under the admunistrative control of the
Ministry of Ratlways, our scope of services, and the fees we charge, are primarily determined by the Mmistry of
Railways. At certain times in the past, the Government has made certain decisions that has adversely impacted our
results of operations. For example, the Minstry of Raillways m 2016 removed the charges we levy on passengers
booking railway tickets online as service charge af rafes of 220 per ticket for ion AC classes and 240 per ticket for
AC classes. This had a material adverse impact on our revenues. Ministry of Finance by separate notification on July
5, 2017 proposed to reimburse ¥800.00 mullion to us until the Government of India permits us to recover online
ticketing cost/levy of commission on passengers utilizing the online ticketing service we provide. The Mistry of
Railways reimbursed our Company 1n the amount of 2800.00 nullion and ¥880.00 million for Fiscal 2018 and 2019,
respectively for our operations costs. Any siular decisions by the Ministry of Railways in the future could adversely
affect our results of operations. More generally, as 1t 15 necessary for us to act 1n accordance with the directives of
Government of India, through Ministry of Railways, we cannot assure you that our investments and efforts mto our
current operation will be profitable. The Government of India may, reasons of public interest, terminate any of its
policy directives without due consideration to the performance of our operation. Further, Ministry of Ratlways 1ssued
general guidance on redevelopment of railway stations by Indian Railway Stations Development Corporation Limited
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Did you buy or sell during the recent Market Dip?

g+

How’s the market bloodbath feeling ?’ Tedwd W
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Rank

10

N%

Elon Musk
Jeff Bezos

/
Mark Zuckerberg
Bernard Arnault
Bill Gates

Larry Ellison
Larry Page
Steve Ballmer

Sergey Brin

Total net worth

v

$3028
$1938
$1798
$1588
$1558
$1558
$1508
$1348
$1278
$1268

§ Last change

-$19,98
-$7.598
-$9.448
-$5.238
-$6.458
-$10.78
-$10.18
-$4.65B
-$4.368
-$4.368

$ YTD change

-$1308
-$45.28
-$28.18
-$18.68
-$3.388
+$12.78

-_.—-—'-_.'

Country / Region
United States
United States
United States
France

United States

United States

—

-$42.18
-$34.68
-$19.58
-$32.38

United States
United States
United States
United States

Dr. Monika Dhochak

Industry
Technology
Technology
Technology
Consumer

Technology
Diversified

Technology
Technology
Technology

Technology

VISAKHAPATNAM

And that’s no joke given
that he oversees the $1
trillion behemoth that
Berkshire Hathaway is —
where a single misstep
can wipe out billions.

12



So how does he stay so calm and keep winning? 1M

- 1§[uffettk quietly began preparing in 2024, when market optimism was at
its peak. -

= While everyone was cheering on the bull run, Berkshire sold $134
billion worth of equities. —

= He didn’t jump into private equity, buafbacks crypto, or chase the next Al
boom. He parked that money in"good oI’ US Treasury bills. Yes, borin
but safe, predictable T-bills (something like short term governmen
bonds in India).

= Today, Berkshire sits on $330 billion in cash. That’s more than the
%ombl'ned value of Starbucks, Ford, X, New York Times, Target and
oom!

Dr. Monika Dhochak 13


https://www.ndtv.com/world-news/markets-bleed-billionaires-lose-wealth-but-warren-buffett-emerges-richer-8106645?ref=finshots.in
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https://www.voronoiapp.com/business/Berkshire-Hathaway-has-enough-cash-to-theoretically-buy-every-NFL-team-2964?ref=finshots.in
https://www.voronoiapp.com/business/Berkshire-Hathaway-has-enough-cash-to-theoretically-buy-every-NFL-team-2964?ref=finshots.in

Assets:
Insurance and Other:
Cash and cash equivalents*

BERKSHIRE HATHAWAY INC.
and Subsidiaries
CONSOLIDATED BALANCE SHEETS
(dollars in millions)

Short-term investments in U.S, Treasury Bills
Investments in fixed maturity securities

Investments in equity securities
Equity method investments
Loans and finance receivables
Other receivables

Inventones

Property, plant and equipment
Equipment held for lease
Goodwill

Other intangible assets

Deferred charges - retroactive reinsurance

Other

Railread, Utilities and Energy:
Cash and cash equivalents*
Receivables
Property, plant and equipment
Goodwill
Regulatory assets
Other

Total assets

* Includes U.S. Treasury Bills with maturities of three months or less when purchased of $14.4 billion at December 31, 2024

and 54.8 billion at December 31, 2023,

December 31,

2024 2023
s - 34,268
v 129,619
15,364 23,758
271,588 353 842
31,134 29,066
27,798 24,681
43,887 46,261
24,008 25 856
30,071 30,199
17,828 16,947
56,860 57,473
34,638 35,884
8,797 9,495
24,994 21,866
917,772 839215
3,396 3,754
4,503 4,999
175,030 169447
27,020 27,153
5,349 5,565
20,811 19,845
236,109 230,763
S 1153881 § 1.069978
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And in 2024 he said it clearly. Stock valuations were just too high. His favouritte®s*
market metric, the so-called “Buffett Indicator” (which compares the size of thfi" F““"l

b

ock.market to the countrs DP). had crossed 200% late 13 car.

__,,..-r"’
Total value of all publicly-traded sto GDP aticﬂ ' h
Zoor 1y Sy 1oy 30y Al 1 0ct 19707 Apr 2025 Price-to-book ratio for the S&P 500 at record-high levels

10 ) Ratio Price-to-book ratio (S&P 500 Index) Ratio
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Tata Tech Q4 results: Net profit falls 28% YoY to -oe
%157 crore, declares dividend 1M

* The board of Tata Technologies has recommended a final dividend
of X8.40 and a special dividend of X1.65 per equity share of X2 each.

e Revenue from operations marginally jumped from X1,289.5 crore
during the quarter ending December 2023.

* Overall, in fiscal year 2024, Tata Technologies witnessed an 8% jump
in its net profit from X624 crore in FY23 to X679.3 during the period
under review.



What is Accounting? 1M
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“Language of Business”

The purpose of accounting is to:

1) identify, record, and communicate the economic
events of an

2) Organization to
3) Interested useis
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Financial Statements under GAAP 1M
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» Balance Sheet — Statement of Financial Position W Status
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Financial Statements of a company 1M
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E| Global Grocer
Balance Sheet as of September 30, 201

Liabl

Globhal Grocer @ \|

Income Statement o

Statement of Cash FIOWS tomani encing September 30, 2014

...............................................................

.......................... Sl Wi s 0 |
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Van, at cost .. Operating INCOME............cureceminmiianiiins mm'&&&n; ----- e < 'm
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o Less: Interest EXPeNSe. ... e LA
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ST———— ncome Before Income Taxes.....oovvn, Von purchase (10,568
' 8 re Income Taxes ha&uﬂidluduymwm ............. EETH

................................. : Less: Tax EXPense..........mimmmme
Cash Flows From Financing Actvites

...........................................
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Elements of Financial Statements 1IM

Balance Sheet
= Assets —
= Liabilities «~
» Equity

0,
Income Statement

=  Revenue /‘p}- —
= Expenses =

Cash Flow Statement
=  No other elements
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i” Global Grocer
Balance Sheet as of September 30, 2014

Assets Liabilities
Current Assets, Current Liabilities
Cash... BN 3 . 811 1 Accounts payable........... $ 16,000
Acoounls receivable.... e 500D Taxes payable..........cccoooveeen, 950
Marm_an:liu Im.'-!rntm]r v 19,000 Short-term debt................... 70,000
Prepaid EXpenSes...................... 2,000 Total current liabilities. ... $ 86,950
Total current assets........oocveee $ 121 S0 -
Non-current Assets Non-current Liabilities
Larwd... T e, 30000 Mortgage L avable................ 24,900

Warahr:rummudhg at cost 5 40,000
Less; Accumulated deprec’n 300 . .
Warehouse building, net.......... 39700 | CWHERS Eguity

Van, i:it cost . 10,000 Common stock..............oc.e.. 110,000
Store fixtures, at cost.._...__.. 5,000 - .
Lot Ancurmulated denreer 400 Refained eamnings................. 1,500
Store focturas, net.. . 4,800

Franchise fee, nel................. : Total Liabilities and
.................. Owners' Equity ....... )




Income Statement

Name of Company

Income Statement

During the Period ended ... ... ... .. . .

Desc r\iptionS Rs. Rs.
Sales sk ok ok
Sales Return/Discounts/Allowances etc. it
Net Sales st sk ok ok okeok ok
Cost of Goods/Sales/Services Sold (k)
Gross Profit/Loss ok sk ok ok
Commercial Expenses:
Selling Expenses stk ok ok ook ok
Administrative Expenses stk kR ok K
Operating Profit ok kok
Other Income st sk e ok
Other Expenses (re*)
Earnings Before Interest and Taxes (EBIT) ot e ok ok ok
Financial Charges crens)
Earnings Before Tax (EBT) stk ok ok
Tax (k)
Net Profit ook ok ok sk ok
Dividend 3k ok ok ok ok
o+ 3k sk ok ok ok

Add to Retained Earning

0 -
-
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Apple Inc. A

<o _ O
CONSOLIDATED STATEMENTS OF OPERATIONS »,
(In millions, except number of shares which are reflected in thousands and per share amounts) e ok dgan
Years ended l l M
September 24, September 25, September 26, VISAKHAPATNAM
2022 2021 2020
Net sales:
Products $ 316,199 $ 297,392 $ 220,747
Services 78,129 68,425 53,768
Total net sales 394,328 365,817 274,515
Cost of sales:
Products 201,471 192,266 151,286
Services 22,075 20,715 18,273
Total cost of sales 223,546 212,981 169,559
Gross margin 170,782 152,836 104,956
Operating expenses:
Research and development 26,251 21,914 18,752
Selling, general and administrative 25,094 21,973 19,916
Total operating expenses 51,345 43,887 38,668
Operating income 119,437 108,949 66,288
Other income/(expense), net (334) 258 803
Income before provision for income taxes 119,103 109,207 67,091
Provision for income taxes 19,300 14,527 9,680
Net income $ 99,803 $ 94680 $ 57,411

Earnings per share:
Basic
Diluted

6.15
6.1

5.67
5.61

3.31
3.28

€ &h
©“ NH
4 &N

Shares used in computing earnings per share:
Basic 16,215,963 16,701,272 17,352,119
Diluted 16,325,819 16,864,919 17,528,214 24
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The Accounting Equation N 1M

[ Owners’ Equity
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Brand is it an asset? IIM
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Employee is s/he an asset? 1M

For IT firms?

For Pharma (particularly scientists in R&D)?

Or

for any (or all) firms?



Which is an asset for Reliance Industries

Telecom License  or

..-—""'---——
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Indian Instit:

Assets

Resources =

Assets

VISAKHAPATNAM

Liabilities

Owners” Equity

|

Claims

Provide future economic benefits
Cash, Supplies, Equipment, etc.

|



VISAKHAPATNAM

Assets . Liabilities |+ | Owners’ Equity
Resources = CIaims\ \
Liabilities

Present Obligation of the enterprise

Outflow of resources embodying economic benefits
Loans payable, Trade payable, salaries payable etc.



VISAKHAPATNAM

Assets _ Liabilities |+ | Owners’ Equity
Resources = \Claims

Capital Retained

Owners’ Equity Earning

Residual Interest (shareholders)
Ownership claim on total assets
Revenue, Expenses,




The Accounting Equation Y
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. oo, o ) M
Assets = Liabilities |+ | Owners’ Equity
Resources = Claims
Capital R.E.
Basic Equation Assets = Liabilities + Owner’s Equity
Expanded Equation Assets = Liabilities + ?:?;:55 - I;::"'wnf;;s + Revenues — Expenses




Introduction to Accounting Terms
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Dr. Monika Dhochak

33



s> M,-.ﬁ:];r;wg byl - Pty e

Revision - Basic Concepts e fﬁr =
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Capital 7 - —_
P ta. Y |! -
Clal}n of owner in total assets of t the business -~ P )j‘f D
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Liability ’\"X r\ b §
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Obligation/ C1a1m of outsiders in total assets of the business

Expenses
Value ~benefit —already taken _— ' .uJ’}J ,

It doesn’t matter whether payment has been made or not P\ ‘k"w I 'I"J
et 2V )
R e
Incom% Agard ‘//

If services have been rendered or product is delivered, it means income has been earned.

It doesn’t matter whether payment has been, received or not ”
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Terminology Cautions 1M
Income IS NOT Revenue
Net income ISNOT Increase in Cash
RetaineJ“Earnings 3 IS NOT Cash



Income Statement & R.E. format

Name of Company

Income Statement

Duying the Period ended _..... ... . __.

0 -
0
0.’@
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1IM
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Descriptions Rs. Rs.
. ek ko ok
Sales Construction Com Ltd
Sales Return/Discounts/Allowances etc. (EFFF) Statement of retained earnings
Net Sales PR e For the year end 31 December 2018
Cost of GoodsrSates/Sesuices Sold (AR usD
Retain Earnings, 01 Jan 2018 XXXX
( Gross Profit/Loss / g g e .
Mpenses: Net Profits XXXX
Selling Expenses REEEERLN Less
Administrative Expenses AR Dividend Declared YXXX
Operating Profit - bk
Other Income ok ok Retain Earnings, 31 Dec 2018 XXXXX
Other Expenses (F*%)
Earnings Before Interest and Taxes (EBIT) bt R
Financial Charges CEE®E)
Earnings Before Tax (EBT) i
Net P)‘Oﬁf ook ek
Dividend ok ok ok kok
ek ok ok ok ok
36

Add to Retained Earning







How are financial Statements related?

N Income Statement Balance Sheet Cash Flow Statement

2018 2019 2018 2019

in€m Act Act in€m Act Act in€m Act Act
Revenue 100 110 Cash 10 13 P Netincome |12

Costs of Goods Sold (60) (65) Accounts Receivables 15 19 D&A 2
Gross Profit 40 45 Inventory 15 19 B Accounts Receivables 4]
Operating Expenses (23) (20) PP&E 20 19 A Inventory (4)
EBITDA 17 25 Total Assets 60 70 A Accounts Payable 2
DEA 2) 2) Accounts Payable 10 12 Operating Cash Flow 5
EBIT 15 23 Debt 20 16 Investments in PP&E (1)
Financial Result (5) (6) Total Liabilities 30 28 Investing Cash Flow 1
Tax 3) (5) Share Capital 23 23 Debt Repayment (4)
Net Income ] —F Retained Earnings ] 19 Financing Cash Flow (4)
Shareholders' Equity 30 42 Total Change of Cash 3

Total Liabilities & Equity 60 10

Statement of Change in Equity
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Tax department Tax rate
Income Tax department marketing spendare  [ERAASTARA I_I
- . capital expenditure Flipkart as the
asks Flipkart to reclassify REVENUE SPEND [t Tl

Flipkartclaims Many other startups and some

: . . discounts and
discounts offered to . telecom players that spend
dls counts as Cap ltal customers are its cost markettmg s_p:(ri\d huge sums on discounts to
and must be deducted [kt ke promote brands could see

€Xp cn dlture fromtotalrevenues it similar tax issues in future

Discounts are capital spends, not marketing expenses, says ‘
tax department to ecommerce firms ﬁ

Editor | Mar 22, 2021
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