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What is Financial Statement?

 Financial Statement is a group of reports that tell a company’s 

financial status

 From company owners to potential investors everyone in 

between are interested

 People are interested because they want to know how much 

money they made or how much money they spent

 Some want to know how much money was reinvested in the 

company 

 There are three financial reports that are created during the 

accounting cycle
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What is Income Statement? 

 Income Statement is the member of Financial Statement that 

tell us whether or not a company made a profit or incurred a 

loss. 

 It is something refers to Profit & Loss statement, Statement of 

Income

 Important because it shows the profitability of a company 

during the time interval 

 It varies from company to company:

 Three months

 Four weeks 

 Fiscal years (1st April – 31st March)  



 In income statement all you have to know are two simple 

things: 

1. Revenue (Money that company takes in)

2. Expenses (Money that company pays out) 

 Use this simple formula:

Revenue – Expenses = Net Income 

(Amount of money that is left)



Why income statement ?

 The Income Statement is one of the major financial statement used 
by accountants and business owners

 It shows the Profitability of a company during the time interval 
specified in its heading

 It helps in Identifying Risk And Opportunities and forecast future 
performance for :-

 Owners

 Creditors

 Competitors

 Investors



Usefulness 

 Income statement should help investors and creditors of 

financial statement predict future cash flow in numbers of 

ways

 Evaluate the past performance of the enterprise 

 Provide a basis for predicting future performance 

 Help assess the risk of uncertainty of achieving future cash 

flows



Limitations 

 Its is based on various assumptions & estimates. Therefore the 

net income measured by preparing an income statement is not 

absolutely accurate

 Items that might be relevant but cannot be easily measure

 Income numbers are affected by accounting methods

 Income measurement involves judgments



Limitations 

 While preparing income statement we take into account only 

those activities whose value can be objectively measured

 A manipulation in net income is possible by using a particular 

inventory valuation method









CONTENTS  OF  PROFIT AND LOSS / INCOME 

STATEMENT

1) Revenue  From Operation :

Note :

In respect of company other than a financial finance company revenue from 

operation shall disclose separately in the notes revenue from

 Sale of products

 Sale of services

 Other operating revenues

Less:

Excise duty

PARTICULARS AMT AMT

Gross Sale (If Sale Not Given Then Gross Profit)

Less : Returns



while , in respect of a finance company revenue from operation shall include 

from

 Interest and

 Other financial services

Revenue under each of above heads shall be disclosed separately by way of notes 

to accounts to extent applicable

2) Other Income

PARTICULARS AMT AMT

Rest Income

Dividend Received

Rent Received

Transfer fees

Profit on sale of fixed assets



3)  Cost Of Material Consumed , Purchase Of Stock In Trade :

4)  Changes In The Inventories of Finished Goods ,

Stock In Trade ,Work-in-progress :

5)    Employee Benefits Expenses:

PARTICULARS AMT AMT

Opening Stock

Add: Purchase

Less: Closing Stock

PARTICULARS AMT AMT

Opening Stock

Less: Closing Stock

PARTICULARS AMT AMT

Salaries And Wages

Staff Welfare Expenses

Contribution To Provident Fund

Managing Directors Remuneration



6)  Finance Cost:

7) Depreciation And Amortization Expense:

Amortization and depreciation are non-cash expenses on a

company's income statement. Depreciation represents the cost of

capital assets on the balance sheet being used over time,

and amortization is the similar cost of using intangible assets like

goodwill over time.

PARTICULARS AMT AMT

Interest On Debentures

Interest From Borrowings From Banks/Financial Institution

Interest By Tax Department

Discount on issue of debentures w/off

PARTICULARS AMT AMT

Depreciation Of Plant And Machinery

Depreciation On Furniture, Building



Other Expenses:

PARTICULARS AMT AMT

Rates

Payment To Auditor

Consumables

Bad Debts

Discount

Commission

Advertisement

Trade Expenses

Transit Expenses

Transit Insurance

Directors Sitting Fees

Printing And Stationery

Provision For Bad Debts

Maintenance Of Motor Car

General Expenses

Loss No Sale Of Asset

Establishment Expenses

Selling Expenses



Power and fuel

Rent

Repairs to building 

Repairs to machinery

Insurance

Travelling expenses

Freight and carriage outward

Delivery expenses

Preliminary expenses  w/off



 Exceptional items:

When items of income and expenses from ordinary activities are of such 

size , nature or incidence that their disclosure are relevant to explain the 

performance of the enterprise for the period ,the nature and amount of such 

items should be disclosed separately . Eg , the disposal of items of fixed 

asset, provision for the costs of reconstruction.

 Extra ordinary items:

These are those incomes or expenses that arises from event or transaction 

that are clearly distinct from ordinary activities of the enterprise and 

therefore are not expected to recur frequently or regularly E.g. loss from 

earthquake.



Actual Income Statement



















http://www.wipro.com/microsite/annualreport/2014-15/financial-

statements-notes-to-the-financial-statement-standalone.html



Reference from :

 http://accountingformanagement.org

 BOOKS OF CA FINAL

 http://www.wipro.com



Thank You…


