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INTRODUCTION

This course prepares students to become betteum@ns of, and decision makers with,
financial information. It will cover the fundamehtoncepts and procedures of financial
statement analysis and enable students to recodinezémportance of the economic
cultural, legal and competitive environment in urstiending financial results.

Financial statement analysis relies on the apphnagdnd interpretation of accounting
numbers and economic concepts. In this course, witlulearn how to analyze a
company’s published financial information and cominen itS financial position and
performance. You will primarily focus on financstitements to facilitate such decisions
as: credit, investment, employment, merger, perémee evaluation, financial budgeting,
etc. To do so, this course will focus on alten@atccounting treatments and the “range
of ordinary” interpretations. Each student is emeged to obtain a set of published
financial statement from a company of his or hesiod and use it to conduct a full
analysis, individually or in groups, as he or sharhs the materials. These published
accounts should be used when learning topics 6and

L earning objectives
After completing this course you should be able to:
» Understand the importance of accounting informatethe firm and its providers
of capital
* Acquire a framework for using financial statememfiormation in a variety of
business analyses
* Identify compare and contrast information sources €orporate financial
statements and information
* Explain the importance of economic, cultural, legatl competitive environment
in financial statement analysis
* Investigate accounting principles and financial agpts and understand the basic
techniques of financial statement analysis - hatiab vertical, and ratio analysis
* Use accounting numbers shown in financial statesnémtmake a reasonable
assessment of the firm's future financial positiggresent a comprehensive
analysis of the same while recognizing the limitasi of the underlying
assumptions..
» Discuss and illustrate the impact of selected actiog rules regarding assets,
liabilities and equity on reported financial result

TOPIC ONE: THE DEMAND FOR FINANCIAL STATEMENT INFORMATION
Financial statements are a product of a diverseofsdemand and supply forces. This

topic therefore, requires students to look at temand side forces and how they affect
the content of financial statements or the timihtheir release.



Sub-topics

1.1 Partiesdemandingfinancial statements
A student is expected to cover in depth, the tyggdsancial statement users and
kind of information each group is interested wifimong others, a student has to
look at the following groups of financial statemesers:
. Shareholders, Investors and Security analysts
. Mangers
. Employees
. Lenders and other suppliers
. Customers
. Government/Regulatory agencies

1.2  Conflicts Among diverse users.
Each part covered in 1.1 above does have its owd kiformation needs. The
kind of information required by one group is liketp contradict with the
information needed by another group. A studenhésdfore expected to have an
in-depth coverage of these.

1.3  Factorsaffecting Demand for financial statement information
The student is expected to read and understanantie factors affecting the
demand for financial statement information with tmaar emphasis on the
potential of information to reduce uncertainty amdthe availability of competing
information sources
. Economic environment factors
. Cultural environment factors
. Legal environment factors
. Competitive environment factors

TOPIC TWO: THE SUPPLY OF FINANCIAL STATEMENT INFORMATION
Basically in this topic, we envisage to look attfms affecting the supply of financial
statement information provided to external partiegarticular, the students are expected
to place an emphasis on regulatory and market daitat affect the content of financial
reports.

2.1 Regulatory forcesand the Supply of Financial Statement I nfor mation
. The Institutional framework in Tanzania
. The influence of regulatory forces

2.2  Market forcesand the supply of Financial Statement Information
. Capital market forces
. Labour market forces
. Corporate market forces



2.3 Information Sourcesfor Financial Statement Analysis
. Annual reports
. Industry reports and analyses

TOPIC THREE: TYPESOF FINACIAL STATEMENTS.

A financial statement is an organized collection dz#ta according to logical and
consistent accounting procedures. Its purpose isottvey an understanding of some
financial aspects of a business firm. The studaghbtherefore to have an understanding
of the major three types of financial statementscome statement, Balance sheet and
Cash flow statement.. In particular, he/she is etqueto have knowledge of how these
financial statements are prepared together witin toenposition. Above that a student is
expected also to cover the limitations of finansiatements.

TOPIC FOUR: FINANCIAL STATEMENT ANALYSIS

Financial statement analysis includes the studyretdtionships between accounting
variables within a set of financial statements goat in time and with trends in these
relationships over time. Under this topic a studentexpected to have a thorough
understanding of the following techniques useddnalysis of financial statements:

4.1  Cross Sectional techniques
Common size statements
Financial Ratio analysis

4.2  Timeseriestechniques
Trend statements
Financial Ratio Analysis
Variability measure

TOPIC FIVE: FINANCIAL RATIOSANALYSIS

Financial ratios are relationships expresses irhemaatical terms between figures which
are connected with each other is some manner. Aestuis supposed to practice
computing the financial ratio together with makithgir respective interpretations. The
following classes of ratios have to be coveredmlvith their respective components.

» Liquidity ratios

* Profitability ratios

* Turnover ratios

» Gearing ratios

» Performance ratios

TOPIC SIX: ACCOUNTING PROCEDURES AND PRONOUCEMENTS THAT
IMPACT ON FINACIAL STATEMENTS
* Revenue recognition



» Financing with Accounts Receivables
* Inventory Valuation Methods

» Deferred Income Taxes

* Asset impairment

COURSE ASSESSMENT
The course shall be evaluated as follows

Course work

* Two assignments @ 7.5% 15%

* Two timed tests @12.5% _ 25%

Total course work 40%
Final Examination @ @60% _ 60%
Total 100%

Pass mark shall be 40% and no candidate shall be allowed to pass with coursework or
final examination alone.
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