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 Recap of Other Financial Statements
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Balance Sheets



You have three items: 

Throw one away

Use one every day

Use one once a week

Internet

A Phone

A Computer

You must: 



P&L or Income Statement

Statement of Cash Flow

Balance Sheet

Financial Statements



 Revenue
-COGS
=Gross Profit
-Expenses
=Net Income/Profit

Income Statement/P&L



    Cash from Operating Activities
+/- Cash from Financing Activities
+/- Cash from Investing Activities
Net Cash Increase or Decrease

Statement of Cash Flow



Assets
Liabilities
Equity

Balance Sheet



Record income and

expenses when they

are paid for.

Cash

Cash vs Accrual Basis

Record income when

earned and expenses

when incurred.

Accrual



No changes to
financial reports

Bill Received

Cash Basis
Insurance Payment

Expense is recorded
on P&L for the full
payment amount.

Bill Paid
No changes in financial
reports

Following Months



Full amount shows
as Accounts Payable
on Balance Sheet

Bill Recieved

Accrual Basis
Insurance Payment

The portion of insurance that
has been used is moved to an
expense on P&L.  The rest
goes to Prepaid Expenses on
Balance Sheet

Bill Paid
The portion of insurance
that was used for the
month gets moved from
Prepaid Expenses on
Balance Sheet to
insurance expense on P&L

Following Months



Report Differences

Accounts Receivable

Accounts Payable

Prepaid Expenses

Accrued Income

Accrual Balance Sheet
No Accounts Receivable

No Accounts Payable

Customer Deposits

Cash Balance Sheet

More even income

More even expenses

Accrual P&L
Uneven income

Uneven expenses

Cash P&L



Balance Sheet



Equation

Assets=Liabilities+Equity



Parts of a
Balance Sheet

Money that your business owes.

Liabilities
What the business is worth to
the owners or stockholders

Equity

Items your company owns

Assets





Money in the bank, inventory,
vehicles, equipment, office

furniture, accounts receivable,
trademarks, patents, goodwill

ASSETS (THINGS YOU OWN)



Amount owners have put in or
taken out of the business,

stock, current year net income,
retained earnings

EQUITY

Credit cards, loans, taxes due, deposits
from customers, accounts payable

LIABILITIES (THINGS YOU OWE)







Let's Dig Deeper



CurrentAssets

Fixed Intangible



Current

Liabilities

Long Term



Retained Earnings

Equity

Net Income

Stock Owner's Equity





Homework
Errors in the Balance
Sheet and P&Ls













Balance Sheet
Cash

Accounts Receivable
Inventory

Accounts Payable
Short Term Liabilities
Long Term Liabilities

Owner Equity
Net Income

 
Income Statement

Revenue
Cost of Goods Sold
Expenses
Net Income

Statement of Cash Flow
Net Income
Operating Activities
Financing Activities
Net Cash Increase for Period



Use all three statements



Breakout

Give examples of how it helped you in
the past
Think about how it can help you reach
your goals
Talk about how you can make a plan to
get the most from your financial
statements

How can looking at all three statements
help you in your business?


