Operctional Lvel. 1 Fundsmentals of Financial Accounting
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Kinds of Business Activities:

Operating Activities
Investing Activities
Financing Activities
Income Statement Balance Sheet

1 Revenues Current Assets

2 Expenses Non-Current Assets-IA
Cash Flow Statement:
Cash flows from operation / cash flows from operating activities

Cash flows from investing activities
Cash flows from financing activities

Methods:
Direct Method-Converting net income into cash generated from operation)
Indirect Method

Conversion of Net Income/Loss into 'Cash Generated from Operations':
Net Sales-Cash Collection from Customers(Inflow)

Cost of Goods Sold-Cash Paid to Supplier(Outflow)

Operating Expenses-Cash Paid for Expenses(Outflow)

Interest Expense-Interest Paid(Outflow)

Tax Expense-Tax Paid(Outflow)

Other Income-Income Collected(Inflow)
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Short Term Liability
Long Term Liability-FA
Shareholders' Equity-FA
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1 Cash Collection from Customers:

Net Sales 1,200,000 1,200,000
Accounts Receivable(Beg) 100,000 100,000
Accounts Receivable(End) 120,000 40,000
1,080,000 1,160,000

100,000 100,000

Cash Collection 1,180,000 1,260,000

Cash Collection from Customer = Net Sales +[-Increase in Accounts Receivable
+Decrease in Accounts Receivable]

6 Commission Collection:

Commission Income 100,000 100,000
Commission Receivable-Beg 10,000 10,000
Commission Receivable-End 15,000 2,000
Cash Collection 95,000 108,000

Commission Collection = Commission Income +[-Increase in Commission Receivable
+Decrease in Commission Receivable]
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2 Cash Paid to Supplier:
1 Net Purchases:

Cost of Goods Sold 200,000 200,000
Inventory-Beg 20,000 20,000
Inventory-End 35,000 2,000

Net Purchases = Cost of Goods Sold +[+Increase in Inventory
-Decrease in Inventory]

2 Cash Paid to Supplier:

Net Purchases 140,000 140,000
Accounts Payable-Beg 10,000 10,000
Accounts Payable-End 20,000 1,000

Cash Paid to Supplier = Net Purchases +[-Increase in Accounts Payable
+Decrease in Accounts Payable]

Cash Paid to Supplier= Cost of Goods Sold +[+Increase in Inventory/-Decrease in Inventory]+|-
Increase in Accounts Payable/+Decrease in Accounts Payable|
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3 Cash Paid for Expenses:

Cash Paid for Expenses = Operating Expenses - Non Cash Expenses(Bad
Debts/Dep/Amortization)+[+Decrease in Accrued Expense/-Increase in Accrued
Expenses]+[+Increase in Prepaid Expense/-Decrease in Prepaid Expenses|

4 Interest Paid:

Interest Paid = Interest Expense +[+Decrease in Accrued Interest/-Increase in Accrued Interest]

5 Tax Paid:

Tax Paid = Tax Expense +[+Decrease in Accrued Tax/-Increase in Accrued Tax|+[+Increase in
Prepaid Tax/-Decrease in Prepaid Tax]
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