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§How do I Approach this module?

§ Is this all about numbers and other fancy accounting jargon ?



Storytelling vs Number Cruncher
Who are You ?



Why Accounting?

“Why do I need to learn about
Accounting...

I am very good in my

own area of specialization”

Or

How this course will help me ”



The Job Content

As 
you 
move  
up.. Functional  

Expertise

Management  
and Finance 
Expertise



What ties the bustling 
market of Mumbai to the 

IT hubs of Bangalore?

From Startups to 
Unicorns: The role of 

Accounting 
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Accounting in Management Program

• No CA or CMA

• Focus on Decision Making; Not on Mastery of Accounting Techniques

• Real World Application

• Fun



Remember Irctc Story
https://finshots.in/archive/the-curious-case-of-irctc/





Dr. Monika Dhochak 11



• We have incurred net losses in each year since incorporation, and our
ability to achieve profitability may be delayed

• Any adverse outcome in legal proceedings involving Zostel may materially
and adversely affect our business, reputation, prospects, results of
operation and financial condition.

• Our levels of indebtedness could adversely affect our financial flexibility
and our competitive position.





Tata Tech Q4 results: Net profit falls 28% YoY to
₹157 crore, declares dividend

• The board of Tata Technologies has recommended a final dividend
of ₹8.40 and a special dividend of ₹1.65 per equity share of ₹2 each.

• Revenue from operations marginally jumped from ₹1,289.5 crore
during the quarter ending December 2023.

• Overall, in fiscal year 2024, Tata Technologies witnessed an 8% jump
in its net profit from ₹624 crore in FY23 to ₹679.3 during the period
under review.



What is Accounting?

The purpose of accounting is to:
1) identify, record, and communicate the economic 

events of an
2) Organization to
3) Interested users

“Language of Business”



Accounting Process

Identifying

Recording

Classifying

Summarizing

Communicating

Relevant, Reliable and 
Monetary Information

Journal

Ledger

Trial Balance

Financial Statements

Interested Users Internal and External



Financial Statements under GAAP

§ Balance Sheet – Statement of Financial Position

§ Income Statement – Financial performance of the company 

§ Statement of Cash Flows

Status 
report

Flow 
report



Financial Statements of  a company
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Elements of Financial Statements

Balance Sheet
§ Assets
§ Liabilities
§ Equity

Income Statement
§  Revenue
§  Expenses

Cash Flow Statement
§  No other elements





Income Statement
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The Accounting Equation

        Resources            =              Claims

  
   

Assets = Liabilities Owners’ Equity+

Capital R.E.



The Accounting Equation

Resources = Claims

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

Assets = Liabilities Owners’ Equity+

Assets



The Accounting Equation

Resources = Claims

Present Obligation of the enterprise
Outflow of resources embodying economic benefits 
Loans payable, Trade payable, salaries payable etc.

Assets = Liabilities Owners’ Equity+

Liabilities



The Accounting Equation

Resources = Claims

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

Assets = Liabilities Owners’ Equity+

Owners’ Equity
Capital Retained  

Earning



Basic Concepts
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Assets
Value – benefit – future/Right

Capital
Claim of owner in total assets of the business 

Liability
Obligation/ Claim of outsiders in total assets of the business

Expenses
Value – benefit – already taken
It doesn’t matter whether payment has been made or not

Income
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



Terminology Cautions

Income Revenue

Net income Increase in Cash

Retained Earnings Cash

IS NOT

IS NOT

IS NOT



Transaction Analysis

TRANSACTION 1. Ray Neal decides to start a smartphone app development company which he 
names Softbyte. On September 1, 2017, he invests $15,000 cash in the business. 

Transaction Cash   Accounts
Receivable Supplies Equipment Accounts

Payable
Owner's 
Capital

1. +15,000 +15,000

Assets = Liabilities + Owner's Equity

+ -+++ = Owner's 
Drawings Rev. Exp.+ -



8. -250    -250
9. +600 -600

10. -1,300        -1,300

5.     +250   -250
4. +1,200 +1,200

7. -1,700       -600
         -900
         -200

Trans-
action Cash   Accounts

Receivable Supplies Equipment Accounts
Payable

Assets      =     Liabilities + Owner's Equity

+ -+++ =

1. +15,000 +15,000
2. -7,000 +7,000
3. +1,600 +1,600

6. +1,500 +2,000     +3,500

 $8,050 $1,400 $1,600 $7,000 $1,600 $15,000 $4,700 $1,950 $1,300+ ++++ = - -

TRANSACTION 2. Softbyte Inc. purchases computer equipment for $7,000 cash.

Owner's 
Capital

Owner's 
Drawings Rev. Exp.+ -



8. -250    -250
9. +600 -600

10. -1,300        -1,300

5.     +250   -250
4. +1,200 +1,200

7. -1,700       -600
         -900
         -200

Transaction Cash   Accounts
Receivable Supplies Equipment Accounts

Payable

Assets =  Liabilities + Owner's Equity

+ -+++ =

1. +15,000 +15,000
2. -7,000 +7,000
3. +1,600 +1,600

6. +1,500 +2,000     +3,500

 $8,050 $1,400 $1,600 $7,000 $1,600 $15,000 $4,700 $1,950 $1,300+ ++++ = - -

TRANSACTION 3. Softbyte Inc. purchases for $1,600 headsets and other accessories 
expected to last several months. The supplier allows Softbyte to pay this bill in October.

Owner's 
Capital

Owner's 
Drawings Rev. Exp.+ -



8. -250    -250
9. +600 -600

10. -1,300        -1,300

5.     +250   -250

7. -1,700       -600
         -900
         -200

Trans-
action Cash   Accounts

Receivable Supplies Equipment Accounts
Payable

Assets = Liabilities + Owner's Equity

+ -+++ =

1. +15,000 +15,000
2. -7,000 +7,000
3. +1,600 +1,600

6. +1,500 +2,000     +3,500

 $8,050 $1,400 $1,600 $7,000 $1,600 $15,000 $4,700 $1,950 $1,300+ ++++ = - -

TRANSACTION 4. Softbyte Inc. receives $1,200 cash from customers for app 
development services it has performed.

4. +1,200  +1,200 

Owner's 
Capital

Owner's 
Drawings Rev. Exp.+ -



8. -250    -250
9. +600 -600

10. -1,300        -1,300

7. -1,700       -600
         -900
         -200

Transaction Cash   Accounts
Receivable Supplies Equipment Accounts

Payable

Assets = Liabilities + Owner's Equity

++++ =

1. +15,000 +15,000
2. -7,000 +7,000
3. +1,600 +1,600

6. +1,500 +2,000     +3,500

 $8,050 $1,400 $1,600 $7,000 $1,600 $15,000 $4,700 $1,950 $1,300+ ++++ = - -

TRANSACTION 5. Softbyte Inc. receives a bill for $250 from the Daily News for 
advertising on its online website but postpones payment until a later date.

Owner's 
Capital

Owner's 
Drawings Rev. Exp.+ -

4. +1,200  +1,200 

5.     +250     -250

-



8. -250    -250
9. +600 -600

10. -1,300        -1,300

7. -1,700       -600
         -900
         -200

Trans-
action Cash   Accounts

Receivable Supplies Equipment Accounts
Payable

Assets = Liabilities + Owner's Equity

+ -+++ =

1. +15,000 +15,000
2. -7,000 +7,000
3. +1,600 +1,600

 $8,050 $1,400 $1,600 $7,000 $1,600 $15,000 $4,700 $1,950 $1,300+ ++++ = - -

TRANSACTION 6. Softbyte performs $3,500 of services. The company receives cash of 
$1,500 from customers, and it bills the balance of $2,000 on account.

Owner's 
Capital

Owner's 
Drawings Rev. Exp.+ -

4. +1,200  +1,200 

6. +1,500 +2,000      +3,500  
5.     +250     -250



8. -250    -250
9. +600 -600

10. -1,300        -1,300

Trans-
action Cash   Accounts

Receivable Supplies Equipment Accounts
Payable

Assets = Liabilities + Owner's Equity

+ -+++ =

1. +15,000 +15,000
2. -7,000 +7,000
3. +1,600 +1,600

 $8,050 $1,400 $1,600 $7,000 $1,600 $15,000 $4,700 $1,950 $1,300+ ++++ = - -

TRANSACTION 7. Softbyte Inc. pays the following expenses in cash for September: 
office rent $600, salaries and wages of employees $900, and utilities $200.

Owner's 
Capital

Owner's 
Drawings Rev. Exp.+ -

4. +1,200  +1,200 

7. -1,700         -600
           -900
           -200

6. +1,500 +2,000      +3,500  
5.     +250     -250



8. -250    -250
9. +600 -600

10. -1,300        -1,300

Trans-
action Cash   Accounts

Receivable Supplies Equipment Accounts
Payable

Assets = Liabilities + Owner's Equity

++++ =

1. +15,000 +15,000
2. -7,000 +7,000
3. +1,600 +1,600

 $8,050 $1,400 $1,600 $7,000 $1,600 $15,000 $4,700 $1,950 $1,300+ ++++ = - -

TRANSACTION 8. Softbyte Inc. pays its $250 Daily News bill in cash. 

Owner's 
Capital

Owner's 
Drawings Rev. Exp.+ -

4. +1,200  +1,200 

7. -1,700         -600
           -900
           -200

6. +1,500 +2,000      +3,500  
5.     +250     -250

-



8. -250    -250
9. +600 -600

10. -1,300        -1,300

Transaction Cash   Accounts
Receivable Supplies Equipment Accounts

Payable

Assets = Liabilities + Owner's Equity

+ -+++ =

1. +15,000 +15,000
2. -7,000 +7,000
3. +1,600 +1,600

 $8,050 $1,400 $1,600 $7,000 $1,600 $15,000 $4,700 $1,950 $1,300+ ++++ = - -

TRANSACTION 9. Softbyte Inc. receives $600 in cash from customers who had been 
billed for services (in Transaction 6).

Owner's 
Capital

Owner's 
Drawings Rev. Exp.+ -

4. +1,200  +1,200 

7. -1,700         -600
           -900
           -200

6. +1,500 +2,000      +3,500  
5.     +250     -250



8. -250    -250
9. +600 -600

10. -1,300      -1,300

Transaction Cash   Accounts
Receivable Supplies Equipment Accounts

Payable

Assets = Liabilities + Owner's Equity

+ -+++ =

1. +15,000 +15,000
2. -7,000 +7,000
3. +1,600 +1,600

 $8,050 $1,400 $1,600 $7,000 $1,600 $15,000     $1,300   +$4,700 $1,950+ -+++ = -

TRANSACTION 10. Ray Neal withdraws $1,300 in cash in cash from the business for 
his personal use.

7. -1,700         -600
           -900
           -200

6. +1,500 +2,000      +3,500  
5.     +250     -250

Owner's 
Capital

Owner’s 
Drawings Rev. Exp.+ -

4. +1,200  +1,200 



8. -250    -250
9. +600 -600

10. -1,300      -1,300

Transaction Cash   Accounts
Receivable Supplies Equipment Accounts

Payable

Assets = Liabilities + Owner's Equity

+ -+++ =

1. +15,000 +15,000
2. -7,000 +7,000
3. +1,600 +1,600

 $8,050 $1,400 $1,600 $7,000 $1,600 $15,000 $1,300 $4,700 $1,950+ ++++ = - -

TRANSACTION 10. Ray Neal withdraws $1,300 in cash in cash from the business for 
his personal use.

$18,050 $18,050

7. -1,700         -600
           -900
           -200

6. +1,500 +2,000      +3,500  
5.     +250     -250

Owner's 
Capital

Owner’s 
Drawings Rev. Exp.+ -

4. +1,200  +1,200 
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Financial Statements

Net income is needed to determine the 
ending balance in owner’s equity.
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