Introduction to Financial and
Managerial Accounting

Olesya Kondrakhina, ACCA
Associate Tutor

Faculty of Economics, National Research University — Higher School of
Economics

kondrakhina@mail.ru




Ground Rules

e Everyone turns up on time

* Phones on silent mode

e Students do prep reading

* No one dominates discussions

* Everyone should try to contribute in each class
 All contributions are valued




What is Accounting?

Accounting is the language of Business

Why does the businesses need to communicate?
(=Why does accounting exist?)

Helps people make decisions




Accounting is the production of financial
records about an organization.
Accountancy generally produces financial
statements that show in money terms the
economic resources under the control of
management; selecting information that is
relevant and representing it faithfully. The
principles of accounting are applied to
accounting, bookkeeping and auditing.




byxzanmepckuu yyem - 310
ynopsiaoyeHHasi cuctema coopa,
pernctpaunm n oboodLLeHns
MHdopMaLnn B AEHEXKHOM BblPpaXXeHUN
00 nmyulecTtBe, obsazaTenbcTBax
opraHm3auunn u nx ABMKEHUN NyTem
CMNNOLLUHOro, HEMPEPbLIBHOMO U
OOKYMEHTarnbHOro y4yeta BCex
XO3ANCTBEHHbLIX onepauun.




Types of organizations

Profit-oriented organizations Non-for-profit organizations

PUBLIC
OWNERS BENEFICIARIES

PROVISION OF
SERVICES/GOODS

MAXIMIZE
PRIMARY PROFIT/DIVIDENDS/WEALTH

OBJECTIVE
MINIMIZE COSTS OF
PRIMARY GOAL
il .
OBJECTIVE g

INPUTS (MATERIALS,
LABOUR, FINANCE)

INPUTS (MATERIALS,
LABOUR, FINANCE)

COSTS

REVENUE (TAXATION)

Adopted from ACA “Business and Finance” Paper



Stakeholders in a business What do they typically expect of a business

A return on their investment so that their wealth

Shareholders (or partners or
proprietor)

Directors/managers
Employees and trade unions

Clients/customers

Suppliers /providers and other
business partners

Lenders

Government and its agencies

The local community and the
public at large

The natural environment

Money invested

Livelihoods, careers and
reputations

Their custom

The supplies

Money lent

National Infrastructure used by
business

The welfare of employees

Tax revenue

National Infrastructure used by
business
The welfare of employees

The environment shared by all

increases:

* steady growing profits paid our by the business

* growth in capital value of their share of the
business

Fair and growing remuneration
Career progression

Safe working conditions
Trainings

Pension

Products/services that are of good quality and
value

Fair terms of trade
Continuity of supply

Fair terms of trade
Prompt payments
Continuity of custom

A return on their investment:
* Interest
* Repayment of capital

Reasonable employment and other business
practices
Steady or rising stream of tax revenue

Reasonable employment and other business
practices

Reasonable environmental and other business

practices



Objectives of an organization

Maximizing the
profit

Market
position

Product Employees and
Technology
development management




Users of information

Managerial
Reporting
Economic activities ' '
. . Financial :
of economic entity : Tax Reporting
Reporting
Statistical
Reporting

Input

Communicati

on
Performed via
reporting

Valuation

Processing
Storage and
preparation

Registration
Performed via
data recording




Main areas of Accounting

* Financial Accounting
* Managerial Accounting

* Tax Accounting




A Comparison of Financial and Managerial Accounting

FINANCIAL

MANAGEMENT

Users of information

Requlation of
accounting

Degree of accuracy
of information

ACCOUNTING

suppliers, customers,
credit institutions, tax
collectors, statisticians,
company employees,
other external users

Shareholders, investors,

ACCOUNTING

Managers of different levels
(president, shop foreman
and other internal users)

Accounting is strictly
regulated by external
standards

The managers themselves
independently determine the
accounting methods.

Data must be fair and
accurate.

Approximate information
about operations, sufficient
for making management
decisions




Scope of accounting

Measures of accounting
information

Information base

Frequency information
provided

Activities of the entire
organization

Separate segments,
areas of production,
subdivisions, market
areas

Cost and monetary

Cost, natural, labor

Information about actual
facts

Both factual, standards
and plan, as well as
forecast

Quarterly, Yearly

Reports can be produced
daily, weekly, monthly, on
request




Regulation of Financial Accounting

International Financial Reporting Standards (IFRS) are designed as a common
global language for business affairs so that company accounts are
understandable and comparable across international boundaries. The
International Accounting Standards Board (IASB) is responsible for developing
IFRS and promoting the use and application of these standards.

Generally Adopted Accounting Principles (GAAP) are used to prepare, present
and report financial statements in the USA. The Financial Accounting
Standards Board (FASB) is responsible for developing and implementing US
GAAP.

National Accounting Standards (Russia - RAS; [lonio)keHue no
byxrantepckomy y4eTy, [bY)
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Lol ldb WrindHAaLUB0UVI
. Eananc OTHETHOCTU

[lokasbiBaeT puHaHCOBOE nonoxeHne busHeca (Kak gepxatens pecypcos
NN aKTUBOB, KOTOPblE paBHbl TPEO6OBAHUSM B OTHOLLEHUN 3TUX aKTUBOB)

*Ha onpeneneHHyto (0TYETHYIO) aarty
e OTyeT 0 NPUOLINAX U YObITKaX

*[Toka3bIBaeT HACKOSbKO yCneLwHo PyHKUMOHUpoBan busHec B Te4eHmne
nepuoga nocpeacTsom 0606ueHnss MHOoOPMaLKMM O NOSTyHYEHHbIX OX04aXxX U
MOHECEHHbIX pacxoaax

*3a onpeneneHHbIn (OTYETHbIN) Nnepunos
e OT4yeT 06 U3MEeHeHUn cCoOOCTBEHHOro Kanurtana

[Toka3blBaeT CKOMbKO NOSTy4eHHOM NpubLINN pacnpeaeneHo cpeaun
COOCTBEHHMKOB B Ka4e€CTBE AMBMOEHOOB N CKOSTIbKO COXPaHEeHOo Ang
byayLiero pas3suTus

*3a onpeneneHHbin (OTYETHLIN) Nepuog
e OT4YyeT O ABUXKEHUU OEHEXHbIX CPeacTB

[lokasblBaeT CKOMNbKO AeHEXHbIX cpeacTB 3apaboTaHo U CKOMbKO
noTpayeHo

*3a onpeneneHHbin (OTYETHLIN) Nepuog
 [osicHuTenbHasa 3anucka

«COoOep>KMUT OOMNONTHUTESNbHYIO CYLLECTBEHHYIO MHdopMaLmMio 0 PrHaHCOBON
OTYETHOCTU; Hanbonee obbeMHasa ee YacTb
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Business activities

Financing activities Investing activities Operating activities

e Borrowing money - e Purchase resources e Amounts earned on
taking loan from the the company needs to the sale of products
bank or borrow operate or services
directly form * Property, plant and e REVENUE (sales,
investors by issuing equipment service, interest)
debt securities - e Cash e Goods available for
bonds e Investments sale to customers
e LIABILITIES e ASSETS e INVENTORY

e Right to receive

e Selling shares of stock money in the future
to investors e ACCOUNTS
e COMMON STOCK RECEIVABLE

e EXPENSES

e ACCOUNTS PAYABLE
e NET INCOME/LOSS

15



Economic Borrowed
resources capital

Owners’ equity




Assets B Liabilities Owners’ equity




Objects of Accounting

* Property of Organisations
* Liabilities of Organisations

* Transactions Organisations perform in
the usual course of their business




AkTuBbl. OnpenenexHme

CoOCTBEHHbIN
Kanutan

AktuBbl = OQOfaA3aTtenbcTBa +

~

* AKTUB - 9TO pecypc:
— KOHTPOSIMPYEMbIN KOMNAaHWEN B pe3yrbraTe NpoLUSibIX cOObITUN,
— OT KOTOPOro oXXmngaeTcs NocTynsfieHne 3KOHOMUYECKNX BbIrod KOMMNaHUn B
oyaywem.

° KOHTpOJ'Ib — 9TO CNOCOBHOCTb KOMMNAaHUMU noJjiydaTb BbIrOAbl, MPUHOCUMBbIE
dKTUBOM, U NMpun 3TOM OrpaHn4dnBaTb JOCTYI K 3TUM BbIrogaaM APYrmnx.

° By,qyu_l,me 9KOHOMMU4YeCKme Bbirogbl — 3TO:
— YBENUYEHME O0XO0O0B
—  WN/vnun cokpalleHue 3aTpart




AKTUBGLI. [1pn3HaHue

AKTUB

Kputepun 2

nmeeT CTOMMOCTb UITN OLUEHKY, KOTOPYHO MOXHO
HaaeXHO NSMEPUTb

Kputepun 1

CywecCTByEeT BEPOATHOCTb NPUTOKA
9KOHOMMYECKOMN BbIroAbl KOMMaHum




Obs3arenbcrBa. OnpenenexHue

CobcCcTBEHHbLIN

A3aTenbCTB +
Obsa3aTtenbcTBA S

~

» OBA3aTEeNbLCTBO - CYLLECTBYOLAs Ha HAaCTOSALLMA MOMEHT 0653aHHOCTb
KOMMNaHUN:

— gBnsoLIasacs pe3ynsraToM NPOLLbIX COObITUMNA,

— MCMOJHEHNE KOTOPOW NPMBEOET K BbiObITUIO PECYPCOB,
3aKnovaoLLmnX B cebe SKOHOMUYECKYIO BbIroay.

AKTUBbDI




ObsasarenscrBa. [1pusHaHue

Obsa3aTtenbCTBO

Kputepum 2

BENMYnHa 3TOro OTTOKa MOXET ObITb
HageXHo onpeaeneHa

Kputepun 1

CYLLIECTBYET BEPOATHOCTb TOr0, YTO B pe3ynbrare
noralieHns TekyLlen o0s13aHHOCTU BO3HMKAET OTTOK
PEeCypCcoB, coaepKalyx 3KOHOMUYECKne Bbirogbl




Kanutan. OnpegeneHue

CoOcTBeHHbIN KanuTan

~

« KanuTtan — 310 gonsd B akTuBax KOMMaHuu, octatoLadacs rnocne
BblYeTa BCcexX 0693aTenbCTB KOMMaHUM.

AKkTuBbl = O0OOfa3aTenbcTBa +




Hoxon. OnpegenexHne

» [loxon — 970 yBennyeHne aKOHOMUYECKUX BbIro B Te4EHME OTYETHOrO
nepunoaa B oopme:

— NpUpocTa akTUBOB UK
— COKpaLleHna o0bAa3aTenbCTB,

npuBoasiLLEE K YBENUYEHUIO KanuTarna, He CBA3aHHOMY CO B3HOCaMM
cOOCTBEHHUKOB KOMMaHUW.

Ooxon

Kputepun 2 i ]i

MOJKET ObITb Ha4eXHO OLeHEH

Kputepun1 i |

NPUTOK 5y,quLWIX SKOHOMUYECKUX BbIrog
BEPOATEH
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Pacxoabl. OnpenenexHue

* Pacxobl — 3TO CoKpalleHne 3KOHOMUYECKUX BbIrod B hopm

— YMEHbLUEHNA aKTUBOB UIN
— YBEJIMYHEHNA O6FI3aTeJ'IbCTB,

npuBoadLlee K YyMeHbLUEHUIO KannTtana, He CBA3aHHOrIO C el u
pacrnpeneneHnemM mexay cooctBeHHMKaMu (akumoHepamu).

Pacxon

Kputepui 2 i i

BEMWUYMHA STOrO OTTOKA MOKET OblTb
HagexXHo onpeaeneHa

Kputepuin1 i i

CYLLeCTBYeT BEPOATHOCTb OTTOKA PECYPCOB,
cofieprKaLLnX 3KOHOMUYECKIe Bbirogbl
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