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Chapter Description

• Synopsis

This chapter is an introduction chapter to the format, function and 

importance of basic financial statement.

• Expected Outcomes

Students should be able to:

1. Understand the format and basic equation of Balance Sheet 

and Income Statement

2. Explain the function and importance of Balance Sheet and 

Income Statement



Content Outline

• Financial Statement

• Balance Sheet

– Balance Sheet Equation

• Income Statement

– Income Statement Equation
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Financial Statement

• A firm’s prepare its financial statement to report their:

- financial health as at to date; and 

- profit earnings for a particular year

• The financial statement would benefit the stakeholders who 

are manager, shareholders, banks, investor, analyst, 

employee, competitor, researcher and others.
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Financial Statement

• Financial Statement published in an annual report on yearly 

basis.
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Source: https://www.airasia.com/cdn/docs/common-
docs/investor-relations/airasia-annual-report-2016.pdf

Income Statement

Balance Sheet



Balance Sheet

• The statement shows the financial position of a firm. Most 

of the company report it by five segments that are:

Current 
Assets

Current 
Liabilities

Non-Current 
Assets

Long-term 
Liabilities Equity
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Balance Sheet

• Balance Sheet is also known as Statement of Financial 

Position.

• The basic equation for the statement:

Current Asset + 

Non-Current Asset 

Current Liabilities + Long-term 

Liabilities + Equity
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BALANCE SHEET
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Source: https://www.airasia.com/cdn/docs/common-
docs/investor-relations/airasia-annual-report-2016.pdf

Non-Current Asset
 Property, Plant & Equipment
 Investment in Subsidiaries
 Intangible Assets

Current Asset
 Inventories
 Receivables and 

Prepayments
 Deposits, Cash and Bank 

balances



BALANCE SHEET
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Source: https://www.airasia.com/cdn/docs/common-
docs/investor-relations/airasia-annual-report-2016.pdf



BALANCE SHEET
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Source: https://www.airasia.com/cdn/docs/common-
docs/investor-relations/airasia-annual-report-2016.pdf

Current Liabilities
-Trade and Other payables
-Borrowings

Non-Current Liabilities
-LT Trade and Other payables
-LT Borrowings

Equity
-Share Capital
-Retained Earnings



BALANCE SHEET
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Source: https://www.airasia.com/cdn/docs/common-
docs/investor-relations/airasia-annual-report-2016.pdf



Income Statement

• Income Statement is also known as Statement of Profit & 

Loss. 

• The statement shows the excess or shortage of a firm’s 

operation and the record includes income tax. 

Earnings Expenses Tax
Profit @ 

(Loss)



INCOME STATEMENT

abc

Source: https://www.airasia.com/cdn/docs/common-
docs/investor-relations/airasia-annual-report-2016.pdf

Earnings
• Revenue
• Other Income

Expenses
• Operating Cost
• Financial Cost

• Income Tax



INCOME STATEMENT
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Source: https://www.airasia.com/cdn/docs/common-
docs/investor-relations/airasia-annual-report-2016.pdf



Conclusion of The Chapter

• Conclusion 

– Financial statements provides information on company’s 

performance.

– One needs to understand how to read the financial 

statement before proceed with analysis.
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Disclaimer: The material prepared is for 

learning purpose only.


