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Objective of the Session
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Benefits of Data
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Agenda 

Topic Description

Key Data Analysis to be performed

▪ What Data Analysis can be performed in Financial Statement

▪ Key Ratios and perspective of stakeholders of financial statement

▪ Recent trend of Presentation of financial information to various stakeholders

Data Mining and Data Analytics

Agenda for Discussion

Financial Statement

▪ About Financial Statement and its Key Objective

▪ Stakeholders of Financial Statement

▪ Key KPI’s monitored by various stakeholders of Financial Statements

Data Mining and Data Analysis

▪ About Data Mining and Data analytics

▪ Benefits / Impact / Limitation of Data Analysis

▪ Data Analysis Tools available in market

▪ Way forward of Data Analysis
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Financial Statement

❖ Financial Statement means, Written records reports prepared by a company’s management to present the financial

performance and position at a point in time.

❖ Financial Statement Analysis,

❑ Process of selecting, evaluating, and interpreting financial data,

❑ Along with other pertinent information, in order to formulate an assessment of company’s present and future financial
condition and performance

❑ ‘Analysis’ means,

❑ simplification of financial data by methodical classification of the data given in the financial statements,

❑ ‘interpretation’ means, ‘explaining the meaning and significance of the data so simplified.’

❑ However, both’ analysis and interpretation’ are interlinked and complementary to each other.

Market 
Data

Financial 
Disclosure

Economic 
Data

Financial Analysis
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Financial Statement - Component

Statement of 
Equity and Liability

Statement of Profit 
and Loss

Cash Flow 
Statement

Statement of 
Changes in Equity

Notes to Financial 
Statement
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Stakeholders of Financial Statement

Stakeholders of 
Financial Statement

Management

Investors

Government

Government 
Agencies

Customers

Suppliers

Lenders

Competitors

Employees

Others



1. Management: Management of the company looks at the financial statement from the perspective of liquidity, profitability, 

cash flows, internal control and future prospect to take financial decision.

2. Investors: Like to make the decision based on the financial statement whether they need to keep invested or move out of 

the company based on its performance.

3. Customers: Big clients would like to have a long-term partnership or contract with the company thus they would like to 

work with a company that is financially stable.

4. Suppliers: Judging the probability of firm’s continued ability to meet all its financial obligations in the future.

5. Competitors: Decide to change their strategy looking at the statements. 

6. Government and Government Agencies: would like to do future tax predictions based on the performance of the company 

and industry practices.

7. Employees: they would look to have a deep understanding of the business and the current industry situation which will 

be available in the financial statements.

8. Lenders: For determining a company’s ability to generate cash, to pay interest and repay the principal amount

Key Performance Indicator
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KPI’s of Financial Statement for various stakeholder
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Data Science
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Data Science
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Data Mining

Data Mining
The process of data mining is a complex process that involves intensive data warehousing as well as powerful
computational technologies. Furthermore, data mining is not only limited to the extraction of data but is also used for
transformation, cleaning, data integration, and pattern analysis. Another terminology for Data Mining is Knowledge
Discovery.

Steps in Data Mining Data Mining Tools Data Mining Applications
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Data Science
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Data Science



Tools for Data Science

10-Apr-20

Data Science

Steps in Data Science

Python
Programming language 

and software 
development

R
visualizing and 
analyzing data

SAS: Statistical 
Analysis System

Appache Spark:
Data processing and 
analysis capabilities

D3.js: 
javascript based 

library

Tableau: 
Visualization 

Software



Evolution of Audit
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Data Analytics in Financial Statement

Evolution of Big Data
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Data Analytics in Financial Statement

“Data analytics is the process of examining data sets in order to draw conclusions about the information they contain, 

increasingly with the aid of specialized systems and software.”

“Big Data Analytics is the process of inspecting, cleaning, transforming, and modeling Big Data to discover and 

communicate useful information and patterns, suggest conclusions, and support decision making.”
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Data Analytics in Financial Statement

Audit with Big Data as opposed to audit of Big Data

▪ Identifying and assessing the risks 

▪ associated with accepting or continuing an audit engagement 

▪ of material misstatement through understanding the entity and its environment

▪ of material misstatement of the financial statements due to fraud, and testing for fraud having regard to the assessed 

risks

▪ Performing analytical procedures 

▪ In response to the auditor's assessment of the risks of material misstatement

▪ near the end of the audit to assist the auditor form an overall conclusion

Characteristics of Data Analytics

▪ Population vs sample analysis

▪ Correlations as opposed to causation

▪ Integration with continuous auditing.



10-Apr-20

Implementing Data Analytics in Audit

➢ Providers of Big Data analytics

➢ Exception prioritization (Issa and Kogan 2013

➢ Messy data in audit

➢ Computational challenges

➢ Data subsetting

➢ Legal challenges and audit standards.
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Data Analytics Tools
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Changes within Audit due to Data Analysis
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Changes within Audit due to Data Analysis
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Data Analysis for CXO’s
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New way for Analysis
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How we have progressed
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Key Data analysis in Financial Statement

• V lookup

• Pivot Chart

• Ageing Analysis

• If and Or

• Conditional Formatting

• Ratio Analysis

• Expenses Grouping / GL Mapping

• Data Analysis

• Provision Mapping
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Key Ratio for stakeholders

1. Gross margin percentage = Gross margin / sales (How high the gross margin percentage needs to 

be depends on how a business is organized and the other costs it has to support)

2. Net operating margin percentage = EBIT / sales (Businesses with high net operating margin 

percentages are typically stronger than those with a low percentage. The higher the better!)

3. Operating leverage = contribution / fixed costs (A business that has an operating leverage of 1 is 

generating just enough revenue to pay for its fixed costs. This would mean that there is no return 

for the owners)

4. Financial Leverage: total capital employed / shareholder’s equity (he higher a business’s financial 

leverage, the risky it is because there is more debt to be repaid.)

5. Total leverage = operating leverage x financial leverage (represents the total risk that a company 

carries in its present business. Total leverage tells you the total effect a given change in the 

business should have on the equity owners)
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Key Ratio for stakeholders

6. Debt-to-equity ratio = total liabilities / total equity (the lower the debt-to-equity ratio, the more 

conservative the financial structure of the company. The more conservative the financial structure 

of a company, the less risk there is. Now, less risk isn’t always what an investor is looking for, so 

you’ll have to determine your own level of risk. This key ratio will help you know if a potential 

investment is meeting or exceeding that level of acceptable risk.)

7. Quick and current ratios

Quick ratio = liquid assets / current Liabilities

current ratio = current assets / current liabilities (If a company doesn’t have enough current assets to 

cover its current liabilities, it is usually a sign of impending trouble. On the other hand, a current ratio 

and a quick ratio of 2 to 1 or higher is more appropriate)
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Financial Dashboard - Management
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Financial Dashboard - Management

Any Queries???


