Connections
These pages will begin our formal study of how the
three major financial statements interact...how they
work in concert to give a true picture of the
enterprise’s financial health.

Remember the fundamental reporting function of
each of the three main financial statements:

1. the income statement shows the manufacturing
and selling actions of the enterprise that result in
profit or loss.

2. The cash flow statement details the movements
of cash into and out of the ocffers of the
enterprise.

3. the balance sheet records what the company
owns and what it owes, including the owner’s
stake.



Income Statement

for the period
1 NETSALES £3,055,560
2 COST OF GO0OD3 30LD 2,008,830
1-2=4 GROSS MARGIN 1,049,730
4 SALES & MARKETING 328,523
§ RESEARCH & DEVELOPMENT 28,000
6 GENERAL & ADMINISTRATIVE 203,620
4+5+6=7 OPERATING EXPENSE 958,043
3-7=8 INCOME FROM OPERATIONS 491,687
9 NET INTEREST INCOME {100.000)
10 INCOME TAXES 139,804
£+9-10=11 NET INCOME $251,883
Cash Flow Statement
_for the period
BEGINNING CASH BALANCE $155,000 Balance Sheet
NI : 3 b s .
4 ¢ : Connections
b CASH RECEIPTS 2,584,900
¢ CASH DISBURSEMENTS 2,795 438
b-c=d CASH FLOW FROM OFERATIONS (211,538)
¢ PP&E PURCHASE 1,750,000
i NET BORROWINGS 900,000
g INCOME TAXES PAID 0 ENDING CASH on the
h  SALE OF CAPITAL STOCK 1,550,000 Cash Flow Statement
a+d-c+f-g+h=i ENDING CASH BALANCES $643,462 always equals CASH

on the Balance Sheet,

Balance Sheet

A
$643 462 G/

as of period end
4 CASH
B ACCOUNTS RECETVABLE 464,760
C INVENTQRIES 414,770
I PREPAID EXPENSES 0
A+B+C+D=E CURRENT ASSETS 1,512,992 - )
F  OTHER ASSETS 0 Accnljdmg to the bqszc
00 equation of acconnting,
H ACCUMULATED DEPRBCUTION 78573 TOTAL ASSETS equals
G -H=1 NETF T671 427 TOTAL LIABILITIES plus
H= FIXED ASSETS Sl SHAREHOLDERS' EQUITY.
E+F+I=J _TOTAL ASSETS $3,184.418 ‘\ Then by definition, the
Balaonce Sheet must
K ACCOUNTS PAYABLE $236,297 always be “in balance.”
L ACCRUED EXPENSES 26,435 L y
M CURRENT FORTION OF DEBT 160,000
N INCOME TAXES PAYABLE 139,804
K+L+M+N=0 CURRENT LIABILITIES 502,536 L
P LONG-TERM DEBT 800,000
Q@ CAPITAL STOCK 1,550,000
R RETAINED EARNINGS 331,883
G+Rk=% SHAREHOLDERS EQUITY 1,881,883
0+P+5=T TOTAL LIABILITIES & EQUITY $3,184,419

Cash flow : connections.



Income Statement

for the perind

1 NET SALES £3,055,560
2 COST OF GOODS SOLD 2,005,830
1-2=3 GROSSMaRGIN 1,049,730
4 SALES & MARKETING 328,523
5 RESEARCH & DEVELOPMENT 26,000
6 GENERAL & ADMINISTRATIVE 203,520
4+5+6=7 OPERATING EXPENSE 558,043
3-7=% INCOME FROM OPERATIONS 491 6RT
8 NET INTEREST INCOME (100,000)
10 INCOME TAXES 139,504
8+9-10=11 NETINCOME $251,883
Cash Flow Statement
for the period
a  BEGINNING CASH BALANCE $155,000 Balance S_heet
Connections
b CASH RECEIPTS 2,584,900
¢ CASH DISBURSEMENTS 2 796,438
h-c=d CASH FLOW FROM OPERATIONS (211,528
e PP&E PURCHASE 1,750,000
f- NET BORBOWINGS 900,000
g INCOME TAXES PAID 0
b SALE OF CAPITAL STOCK 1,550,000
a+d-e+f-g+h=i ENDINGCASH BALANCES $643,462 For the Balance Sheet to
stay “in balance,” when you
subfract from an asset
Ba]'ance ShEEt account, you must alsg,..
as of period end
A4 CASH s64a3.462 ¥
B ACCOUNTS RECEIVABLE 454,760
C INVENTORIES 414770 .+
D PREPAID EXPENSES 0 B
A+B+C+D=E CURRENT ASSETS 1,512 982 i
¥ OTHER ASSETS 0 ..either add the same amount
to another asset account
¢ FIXED ASSETS @ COST 1,750,000 or
H ACCUMULATED DEFRECIATION 78,673 aubiract it from a lakilit
G-H=1 NET FIXED ASSETS 1671427 o
accourtt.
E+F+T=J TOTAL ASSETS $3,184,419
K ACCOUNTS PAYABLE $236297 §
L. ACCRUED EXPENSES 26,435
M  CURRENT PORTION OF DEBT 100,000
N INCOME TAXES PAYABLE 139,804
K+L+M+N=0 CURRENT LIABILITIES 502,536
P LONC-TERM DERT &00,000
Q  CAPITAL STOCK 1,550,000
R RETAINED EARNINGS 331,883
Q+R=5 SHAREHOLDERS EQUITY 1,881,883
O0+P+8=T TOTAL LIABILITIES & EQUITY £3,184,418

Cash flow : connections.



Income Statement

for the period
| NET SALES 23,055,360
2 COST OF COODS S80LD 2,005,830
1.2-3 GROSS MARGIN 1,049,730
4 SALES & MARKETING 798, 523
5 HESKARCH & DEVELOPMENT 26,000
6 GENERAL & ADMINISTRATIVE 203,520
4+5+6=7 OPERATING EXPENSE 558,043
3-7-8 INCOME FROM OPERATIONS 491 687
9 NET INTEREST INCOME {100,000
10 INCOME TAXES 139 04
B+9-10-11 NET INCOME 3251883 K
Cash Flow Statement
for the period
a BEGINNING CASH BALANCE $155,000
b CASH RECEIPTS 2,584,900
¢ CASH DISRIRSEMENTS 2,796,438
b-c=d CASH FLGW FROM OPERATIONS 211,538
¢ PP&E PURCHASE 1,750,000
f NETBORROWINGS 800,000
¢ INCOME TAXES FAID 0
h  SALE OF CAPTTAL STOCK 1,550,000
a+d.c+rf-g+h=i ENDING CASH BALANCES $643 462
Balance Sheet
asg of period end
A CASH $643,462
B ACCOUNTS RECEIVABLE 454,760
€  INVENTURIES 414,770
D PREPAID EXPENSES 0
A+B+C+D=E CURRENT ASSETS 1,512,992
OTHER ASSETS 0
G FIXED ASSETS @ COST 1,750,000
H ACCUMULATED DEPRECIATION 78,573
G-1l—1 NFT FIXED ASSETS 1,671,427
E+F+lcJ TOTAL ASSETS $3,184,419
K AGCOUNTS PAYABLE $236,207
L ACCRUED EXPENSES 26,435
M CURRENT PORTION OF DEBT 100,000
N INCOMF TAXES PAYABLE 139,804
K+L+M+N=C CURRENT LIABILITIES 502.536
# LONG-TERM DEET 800,006
Q@  CAPITAL STOCK 1,550,000
R RETAINED EARNINGS 331883 |
Q+R-5 SHAREHOLDERS EQUITY 1881883 %
0+PF+$=T TOTAL LIABILITIES & EQUITY $3,154.419

Cash flow : connections.
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Income Statement

for the period
1 NET SALES 3,055,560 %
2 COST OF GOODS SOLD 2.005,830
1.2=3 GROSS MARGIN 1.044,730
4 SALES & MARKETING 328,523
5 RESEARCH & DEVELOPMENT 26,000
€ GENERAL & ADMINISTRATIVE 203.520
4+5+6=7 OPERATING EXPENSE 558,043
3.9=z8 INCOME FROM OFERATIONS 491687
% NET INTEREST INCOME (100,000
106 INCOME TAXES 139,804
8+9.10=11 NETINCOME $251,883
Cash Flow Statement
for the peripd
3 BEGINNING CASH BALANCE $155,000
b CASH RECEIPTS 2,584,900
¢ CASH DISBURSEMENTS 2,796,418
b-c=d CASHFLOW FROM QFERATIONS (211,538)
¢ PP&E PURCHASE 1,750,000
f NET BORROWINGS 400,000
g INCOME TAXES PAID a
h  SALE QF CAPITAL STOCK 1,550,000
a+d-e+f-p+h=i ENDINGOASH BALANCES 8643 462
Balance Sheet
as of period end
A CASH $643, 452
B ACCOUNTS RECETVABLE 454760 X
O INVENTORIES 414,770
D PREPAID EXPENSES 0
A+B+0+D=E CUHRENT ASSETS 1.512,992
F  OTHER ASSETS 0
G FIXED ASSETS @ COST 1,750,000
H ACCUMULATED DEPRECIATION 78,673
G-H=1 NETFIXED ASSETS 1,671,427
E+F+1=d TOTAL ASSETS $3.184 419
K  ACCOUNTS PAYABLE $236,297
I AUCRUED EXFENSES 26,435
M CURREKT PORTION OF DEBT 100,000
N INCOME TAXES PAYABLE 139,804
K+L+M+N=0 CURRENT LIABILITIES 502,536
P LONG-TERM DEBT B00.000
Q CAPITAL STOCK 1.550.000
R RETAINED EARNINGS 331,883
Q+R=% SHAREHOLDERS EQUITY 1.581,983
O+P+8=T $3.184 418

TOTAL LIABILITIES & EQUITY

Cash flow : connections.

.
o Sales Cycle

When a sale is made on
credit, WET SALES increases
at the top of the fncome
Stoterment and ACCOUNTS
RECEIVABLE INCTeASEE 0N
the Balanee Shee! by the

same amount.

>




Income Statement

Sales Cycle
When a sale is made,
product value is moved
from INVENTORY on
the Belance Sheet to
COST OF GOODS on the
Ineome Statement,

~

»

for the period
1 NETSALES $3,055,560
2 COST OF GO0DS SOLD 2,005,830
1.2=5 GROSS MARGIN 1,049,730
4  SALES & MARKETING 423,523
§ RESEARCH & DEVELOFMENT 26,000
§ GENERAL & ADMINISTRATIVE 203,520
4+5+6=7 OPERATING EXPENSE 558,043
3-7=8 INCOME FROM OPERATIONS 491,687
9 NET INTEREST INCOME (100,000)
10 INCOME TaXES 135,804
§+0-10=11 NETINCOME $251 8BR3
Cash Flow Statement
Jor the perind :
a BEGINNING CASH BALANCE $155.000
b  CASH RECEIPTS 2,584,900
¢ CASH DISBURSEMENTS 2 796 438
b-c=d CASBHFLOW FROM OPERATIONS 211,538}
¢ PP&E PURCHASE 1,750,000
f NET BOEROWINGS 900,000
g INCOME TAXES PAID 0
h  SALE OF CAPITAL STOCK 1,550,000
a+d.-c+f-g+h=i ENDING CASH BALANCES $643,462
Balance Sheet
as of pertod end
A CASH $643 462
B AGCOUNTS RECEIVAELE 454,760
€ INVENTORIES 414,770
D PREPAID EXPENSES ]
A+B+C+D=E CURRENT ASSETS 1,512.992
F OTHER ASSETS o
& FINED ASSETS @ COST 1.750,000
H  ACCUMULATED DEPRECIATION 78,573
G-H=1 NET FIXED ASSETS 1,671,427
E+F+I1=J TOTAL ASSETS $3,184,419
K ACCOUNTS PAYABLE $236 297
L ACCRUED EXFENSES 26,435
M CURRENT PGRTION OF DEET 100,000
N  INCOME TAXES PATABLE 129,804
K+«L+M+N=0 CURRENT LIABILITIES 502,536
P LONG-TERM DEBT A0 000
Q  CAFPITAL STOCK 1,550,000
R RETAINED EARNINGS 331,583
Q+R=5 SHAREHOLDERS EQUITY 1.881.883
O+P+8=T TOTALLIABILITIES & EQUITY $3,184.419

Cash flow : connections.



Income Statement

for the period
1 NET SALES $3,055,560
2 COST OF GOODS SOLD 2,005,830
1-2=3 GROSS MARGIN 1,049,730
4 SALES & MARKETING 328,523
5 RESEARCH & DEVELOPMENT 26,000
6 GENERAL & ADMINISTRATIVE 203,520
4+5+6=7 OPERATING EXPENSE 558,043
3-7=8 INCOME FROM OPERATIONS 491,687
9 NET INTEREST INCOME (100,000)
10 INCOME TAXES 139,804
8+9-10=11 NETINCOME $251,883
Cash Flow Statement
for the period
a BEGINNING CASH BALANCE $155,000
b CASH RECEIPTS 2,584,900 4
¢ CASH DISBURSEMENTS 2,796,438
b-c=d CASH FLOW FROM OPERATIONS (211,538)
e PP&E PURCHASE 1,750,000
f NET BORROWINGS 900,000 Sales Cycle
g INCOME TAXES PAID 0 when the customer pays
h  SALE OF CAPITAL STOCK 1,550,000 for products shipped, the
a+d-e+f-g+h=i ENDING CASH BALANCES $643,462 ACCOUNT RECEIVABLE on
the Balance Sheet becomes
a CASH RECEIPT in the
Balance Sheet Cash Flow Statement.
as of period end v
A CASH $643,462 /
B ACCOUNTS RECEIVABLE 454,760 ¥
C INVENTORIES 414,770
D PREPAID EXPENSES 0
A+B+C+D=E CURRENT ASSETS 1,512,992
F  OTHER ASSETS 0
G  FIXED ASSETS @ COST 1,750,000
H __ACCUMULATED DEPRECIATION 78,573
G-H=1 NETFIXED ASSETS 1,671,427
E+F+I1=J TOTAL ASSETS $3,184,419
K ACCOUNTS PAYABLE $236,297
L ACCRUED EXPENSES 26,435
M - CURRENT PORTION OF DEBT 100,000
N__ INCOME TAXES PAYABLE 139,804
K+L+M+N=0 CURRENT LIABILITIES 502,536
P LONG-TERM DEBT 800,000
Q CAPITAL STOCK 1,550,000
R__RETAINED EARNINGS 331,883
Q+R=S SHAREHOLDERS EQUITY 1,881,883
0+P+S=T TOTAL LIABILITIES & EQUITY $3,184,419

Cash flow : connections.




Income Statement

for the peruxd

1 NET SALES £2,055.560
2 COST OF GOODS SOLD 2,005,830
1-2=1 CROSS MARGIN 1049, 730
4  SBALES & MARKETING 328,524
5 RESEARCH & DPEVELOPMENT 26,000
f GENERAL & ADMINISTRATIVE 203,520
4+5+6=T7 OPERATING EXPENSE 558,043
3-7=8 INCOME FROM OPERATIONS 491,687
& NET INTEREST INCOME (100,000}
10 INCOME TAXES 139,304
8+9.-10=11 NETINCOME $251,883 £
Cash Flow Statement
for the period
a BECGINNING CASH BALANCE $155,000
b CASH RECEIPTS 2.584 900
¢ CASH DISBITRSEMENTS 2,796,428
b-c=d CASH FLOW FROM OPERATIONS {211,538} Sales Cycle
e PP&E PURCHASE 1,750,000 When a sale is entered
[ NET BORROWINGS 800,000 on the Income Statement
g INCOME TAXES PATD 0 KET [NCOME (LOSS) 18
h SALE OF CAPTTAL ETOCK 1,550,000 generat;&d and is added
ard-e+f-g+h=i ENDINGCASH BALANCES $643.462 t0 RETAINED EARNINGS
on the Balance Sheet,
Balance Sheet
as of period end
A CASH $643.462
B ACCOUNTS RECEIVABLE 454,760
C [NMYEWNTORIES 414,770
I PREPAID EXPENSES 0
A+B+C+D=E CURRENT ASSETS 1,512,952
F OTHER ASSETS ]
G FIXED ASSETS @ COST 1,750,000
H ACCUMULATED DEPRECIATION 78,573
G-H=I NET FIXED ASSETS 1,671,427
E+F+1=4d TOTAL ASSETS $3.184.419
K ACCOUNTS PAYARBLE $236,297
I. ACCRUED EXPENSES 268,435
M CUURRENT PORTION OF DEBET 100,000
N INCOME TAXES PAYABLE 139,504
K+L+M+N=0 (CURRENTLIABILITIES 802,536
P LONG-TERM DEBRT KON 000
Q CAPITAL STOCK 1,550,000
R RETAINED EARNINGS 331,883 #
G+R=5 SHAREHOLDERS EQUITY 1,581,883
O0+P+53=T TOTALLIABILITIES & EQUTITY $2.184 419

Cash flow : connections.



Income Statement

for the period
1 NET 4ALES £3.055, 560
2 COST OF GUODS S0LD Y O R0
1-2=3 GROSS MARGIN 1,049 730
4  SALES & MARKFTING az8 523 1
5 RESEARCH & DEVELOPMENT 26.000
£ GENERAEL & ADMINISTRATIVE 203,520 }
4+5+6=7 OPERATING EXPENSE 558,043
3-7=8 INCOME FHOM OPERATIONS 4591 847
9  NET INTEREST [NCOME (100,000
10 INCOME TAXES 134 504
8+9-10=11 NETINCOME $251 2R3 l,
Cash Flow Statement :
for the period
i BECGINNING CaASH BALANCE $155.000 .
b CASH RRCRIPTS 2,584,500 '
¢ CASH DISBURSEMENTS 296438 “
b-c=d CASHFLOW FROM OPERATIONS 1211,5349) .
¢ PPEE FURCHASE 1,750,000 :
f NETBORROWINGS SO0 G0 ‘1
g INCOME TaXFES PAID 0 .
h  SALE OF CAPITAL STOCK 1,550,000 |

a+d-e+ri-g+heoi

ENDING CASH BALANCES

§643 462

Balance Sheet

Expense Cycle
EXPENSES, whean
incurrnd and entered
in the facome
Statement, become
ACCOUNTS PAYABLE 011

L the Baolance Sheet,

as af perind end

A CASH £643 462
B ACUOUNTS RECETVABLE 454,760
C  INVENTORIES 414,770
D PREPAID EXPENSES 0
A+B+C+D=F CURRENT ASSETS 1,512,982
F  OTHER ASSETS n
G FIXED ARSETS & COST 1.750,000
H __ACCUMULATED DEPHECLATION 78T
G-H=:1 NET FIXED ASSETS LE71,427
E+F+IzJ TOTAL ASSETS £3.184 419

K ACCOUNTS PAYAPLE $236207 §
L  ACCRUED EXPENSES 26,435
M CURRENT PORTION OF DEET 100,000
N INCOME TAXES PAYABLE 139,804
K+L+M+N=0 OCURHENT LIABILITIES 502,538
¥ LONG-TERM DEBT BOD.000
@ CAPITAL STOCH 1,550.000

#__ RETAINED EARNINGS 331883 §---

Q+RE=5 SHARFHOLDERS EQUITY 1,881 883
0+P+5-T TOTAL LTABILITIES & EQUITY $3.184.419

Cash flow : connections.

Expensoe reduces
NET INCOME in
the fncome
Staternent and
also in RETAINED
.| EARNIMNGS on the
Balance Sheer,

\ v




Income Statement

for the period
1 NETS5ALES $3,055,560
2 COST OF GOODS SOLD 2,005,830
1-2=3 GROSS MARGIN 1,049,730
4 SALES & MARKETING 328,523
5 RESEARCH & DEVELOPMENT 26,000
& GENERAL & ADMINISTRATIVE 203,520
4+5+6=7 OPERATING EXPENSE 558,043
3.7=8 INCOME FROM OPERATIONS 491,687
9  NET INTEREST [NCOME {100,600}
10 INCOME TAXES 139,804
8+49-10=11 NETINCOME $251,883
Cash Flow Statement
for the period
4 BEGINNING CASH BALANCE $155,000
b CASH RECEIPTS 2,584 900
¢ CASH DISBURSEMENTS 2796438 A--.
b.c=d CASH FLOW FROM OPERATIONS 1211,538) .
¢ PP&FE PURCHASE 1,750,000 A
f NET BORROWINGS 500,000 *
F  INCOME TAXES PAID 0 \
h  SALE OF CAPITAL STOCK 1,550,000 v
b
a+d-esf-g+h=i ENDING CASH BALANCES $643.462 ¥ \

Balance Sheet m

as of period end

A CASH $643.462 ¥ ;
B ACCOUNTS RECEIVABLE 454,760 ‘
¢ INVENTORIES 414,770 .
D PREPAID EXPENSES 0 ‘
A+B+CaD=E C(URRENT ASSETS 1,512 097 ;
F  OTHER ASSETS 0 I
G FIXED ASSETS @ COST 1,750,000 E
’ se Cycle
H  ACCUMULATED DEPRECIATION 78,573 “mee_:: N Am};m
G-H=1 NETFIXED ASSETS 1,671,427 ::Yim.::: e
E+F+l=J TOTAL ASSETS $3.184.415 Balonce Sheet become
CASE DISBURSEMENTS
K  ACCOUNTS PAYABLE $as6.207 §ooee and lower CASIHL
L ACCRUED EXPENSES 26,435
M CURRENT PORTION OF DERT 100,000
N INCOME TAXES PAYABLE 139 804
K+L+M+N=0 CURRENT LIABILITIES 502,536
P LONG-TERM DEET 800,000
@ CAPITAL STOCK 1,550,000
R RETAINED EARNINGS 331,883
Q+R=5 SHAREHOLDERS EQUITY 1,861,863
0+P+5=T TOTAL LIABILITIES & EQUITY $3,184,419

Cash flow : connections.



Income Statement

for the perind
1 NET SALES $3.055 560
2 COST OF GOODS SOLD 2,005,830
1-2=3 {3ROSS MARGIN 1,049,730
4 SALES & MARKETING 328,523
5 RESEARCH & DEVELOPMENT 26,000
6 GENERAL & ADMINISTRATIVE 203,520
4+5+6=7 OPERATING EXPENSE 558,043
3-7=8 INCOME FROM OPERATIONS 491,687
9 NET INTEREST INCOME {100,000}
10 INCOME TAXES 139,804
E+9-10=11 NET INCOME $251 883
Cash Flow Statement
for the period
a BEGINNING CASH BALANCE $155,000
b CASH RECEIPTS 2 584,900
¢ CASH DISBURSEMENTS 2,796,438
b-c=d CASH FLOW FROM OPERATIONS (211,538) o
¢ PP&E PURCHASE 1,750,000 1 " Cvel
f NET BORROWINGS 800,000 § nvestment Cycle
¢ INCOME TAXES PAID 0 NET BORROWINGS, when
b SALE OF CAPITAL STOCK 1,550,000 entered on the Cash Flow
a+d-e+f-g+h=i ENDING CASH BALANCES $643.462 { Statement, increase both
CASH and DEBT on the
Balance Sheet.
Balance Sheet
as of period end J
A CASH 643,462 Rk
B ACCOUNTS RECEIVABLE 454,760
¢ INVENTORIES S N B
D PREPAID EXPENSES 0 Ehym ntn tess
A+B+C+D=E CURRENT ASSETS 1,512 992 AN One year
F  OTHER ASSETS 0
G FIXED ASSETS @ COST 1,750,000
H _ACCUMULATED DEPRECIATION 78,573
G-H=1 NET FIXED ASSETS 1,671,427 or
E+F+1-J TOTAL ASSETS $3.184 419
K ACCOUNTS PAYAELE $236,297
L ACCRUED EXPENSES 26,435 Repayment in more
M CURRENT PORTION OF DEBT 100,000 than one vear
N INCOME TAXES PAYABLE 139,804
K+L+M+N-0 CURRENT LIABILITIES 502,536
P LONG-TERM DEBF 800,000 &
Q@ CAPITAL STOCK 1,550,000
R RETAINED BARNINGS 331,883
Q+R=5 SHAREHOLDERS EQUITY 1,681,883
0+P+8=T TOTAL LIABILITIES & EQUITY $3,184.419

Cash flow : connections.



Income Statement

for the pertod
1 ~NETS5ALES £3.058,560
2 COST OF GOOBE SOLD 2,005,830
1.2=3 GROSS MARGIN 1,049,730
4 SALES & MARKETING 328,523
§ RESEARCH & DEVELOPMENT 26,000
6 GENERAL & ADMINISTRATIVE 203,520
4+5+6=7 OPERATING EXPENSE 558.043
3-7=8 INCOME FROM OFERATIONS 401,687
9  NET INTEREST INCOME {100,000
10 INCOME TAXES 139,804
B+3-10=11 NETINCOME $251 883
Cash Flow Statement
for the period
a BEQINNING CASH BALANCE $155,000
b CASH RECEIPTS 2,584,900
¢ CASH DISRURSEMENTS 2,706,438
b-c=d CASH FLOW FROM OPERATIONS {211,538}
¢ PP&E FURCHASE 1,750,000
f NET BOHROWING3 200,000
g INCOME TAXES PAID 0
h SALE OF CAPITAL STOCK 16550000 § Investment Cycle
avd-e+f-g+h=i ENDING CASH BALANCES $643.462 4.. | Selling stock increases both
| casH and CAPITAL STOCK on
Balance Sheet the Balance Sheet.
a5 of period end .
A CASH $643.462 §--
B ACCOUNTS RECEIVABLE 454,760
C  INVENTORIES 414,770
I} PREPAID EXPENSES {
A+B+C+D=FE CURRENT ASSETS 1,512,993
F  OTHER ASSETS 0
G FIXED ASSETS @ COST 1,750,000
H ACCUMULATED DEPRECIATION 78,573
GC-H=I NETFIXED ASSETS 1671427
E+F+I1=J TOTAL ASSETS $3,184 418
K  ACCOUNTS PAYABLE $236,297
I. ACCRUED EXPENSES 26,435
M CURRENT PORTION OF DERT 100,000
N INCOME TAXES FAYABLE 139.804
K+L+M+N=0 CURRENTLIABILITIES 502,536
F LONG-TERM DEBT 800,000
@ CAPITAL STOCK 1,550,000
R RETAINED EARNINGS 331,883
@+R=8 SHAREHOLDERS RQUITY 1,881 883
0+P+S8=T TOTAL LIABILITIES & EQUITY $3,184,419

Cash flow : connections.
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Income Statement

far the period

1 NETSALES $1,055,560
2 COST OF GOODS 50L0 2.005,830
1-2=3 CROSSMARGIN 1,049,730
4 SALES & MARKETING 128,523
5 RESEARCH & DEVELOPMENT 26,000
5 GENERAL & ADMINISTRATIVE 203,520 K
4+3+6=T7 OPERATING EXPENSE 558047
3-7=8 INCOME FROM OPERATIONG 491,687 ] R
9 NET INTEREST INCOME 100,000 Over time, d;pr?“fmm
10 INCOME TAXES 139,804 expenses in the Income
Siatemen!? mcreases
B+3-10=11 NET INCOME $251,833 ACCUMULATED
DEPRECIATION, lowering
Cash Flow Statement NET FIXED ASSET value
for the period
2 BEGINNING CASH BALANGE §155,000
b CASHRECRIPTS 2,584,900
¢ CASH DISBURSEMENTS 2,796 438
b-c=d CASH FLOW FROM OPERATIONS {211,538)
¢ PP&E PURCHASE 1,750,000 £ - .
! ' equipment (PEEE
f NET RORROWINGS 300,000 w?;nu:'chfse p ¢ > '
g INCOME TAXES PAID ! . p ) N
b SALE OF CAPITAL STOCK 1,550,000 ABSETS @ COST 1ncreases
and CasH diecreases.
ard-e+f-g+h=i ENDINGCASH BALANCES $oa1462 Y-
." |[
Balance Sheet '
as of period end - !
A CasH 5643462 Y- .
E  ACCOUNTS RECEIVABLE 454760 ’
©  INVENTORIES 414,770
D PREPAID EXPENSES 4
A+B+C+D=E CURREKTASSETS 1,512,993
F OTHER ASSETS 0
G FIXED ASSETS @ COST 1,750,000 £ -
H  ACCUMULATED DEPRECIATION 78,573 k
G-H=1 NET FIXED ASSETS 1671427 §
E+F+1=J TOTAL ASSETS $3.184 419
K ACCOUNTS PAYABLE $236,297 [ Fixed Asset Cyele
L ACCRUED EXPENSES 26,435 »
M  CURRENT POKRTION OF DEBT 100,000
N INCOME TAXES PAYABLE 135,804
K+L+M+N=C CURRENTLIABILITIES 502,538
F  LONG-TERM DEET BOD,000
Q CAPITAL STOCK 1,550,000
R RETAINED EARNINGS 331,883
Q+R=5 SHAREHOLDERS EQUITY 1,881,883
0+P+S5=T TOTALLIABILITIES & EQUITY $3.184.419

Cash flow : connections.
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