Business
Week 20: Financial Statements and Analysis
Handout 1: Income Statement and Balance Sheet

Objective:
· Understand the purpose and components of an income statement and balance sheet.

1. What is an Income Statement (利润表)?
An income statement shows how much money a business earns (revenue) and spends (expenses) over a specific period. It helps determine if the business made a profit or loss.
Key Components:
1. Revenue (收入): Total money earned from sales.
2. Expenses (费用): Money spent to run the business (e.g., rent, salaries, materials).
3. Profit or Loss (利润或亏损): Revenue minus expenses.
Example:
	Income Statement
	Amount ($)

	Revenue
	10,000

	Expenses:
	

	- Rent
	2,000

	- Salaries
	3,000

	- Supplies
	1,000

	Total Expenses
	6,000

	Profit
	4,000



2. What is a Balance Sheet (资产负债表)?
A balance sheet shows the financial position of a business at a specific point in time. It lists what the business owns and owes.
Key Components:
1. Assets (资产): What the business owns (e.g., cash, equipment).
2. Liabilities (负债): What the business owes (e.g., loans, unpaid bills).
3. Equity (权益): The owner’s investment in the business.
Formula: Assets = Liabilities + Equity.
Example:
	Balance Sheet
	Amount ($)

	Assets:
	

	- Cash
	5,000

	- Equipment
	10,000

	Total Assets
	15,000

	Liabilities:
	

	- Loan
	7,000

	Total Liabilities
	7,000

	Equity:
	8,000

	Total (Assets = Liabilities + Equity)
	15,000



3. Activity: Create a Simple Income Statement and Balance Sheet
Task:
In small groups, imagine a business (e.g., a bakery). List:
· Three sources of revenue. _______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
· Three types of expenses. _______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
· Two assets and two liabilities. _______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
Create a simple income statement and balance sheet for the business. ____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

4. Homework:
Choose a business you know and describe:
· One source of revenue. _______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
· Two examples of expenses. _______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
· One asset and one liability. _______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________







Handout 2: Cash Flow Statement and Financial Analysis

Objective:
· Learn the purpose of a cash flow statement and analyze basic financial statements.

1. What is a Cash Flow Statement (现金流量表)?
A cash flow statement shows how cash moves in and out of a business over time. It helps businesses understand if they have enough money to pay bills.
Key Components:
1. Operating Activities (经营活动): Cash from daily business operations (e.g., sales, paying rent).
2. Investing Activities (投资活动): Cash spent on or earned from buying or selling assets.
3. Financing Activities (融资活动): Cash from loans or investments.
Example:
	Cash Flow Statement
	Amount ($)

	Operating Activities:
	

	- Cash from Sales
	10,000

	- Cash Paid for Rent
	(2,000)

	- Cash Paid for Supplies
	(1,000)

	Net Cash from Operations
	7,000

	Investing Activities:
	

	- Bought Equipment
	(3,000)

	Net Cash from Investing
	(3,000)

	Financing Activities:
	

	- Loan Received
	5,000

	Net Cash from Financing
	5,000

	Net Cash Flow:
	9,000



2. Financial Analysis (财务分析)
Why Analyze Financial Statements?
· Understand if the business is profitable.
· Identify areas where expenses can be reduced.
· Plan for future growth.
Key Ratios:
1. Profit Margin (利润率):
Formula: Profit ÷ Revenue × 100.
Example: If profit is $4,000 and revenue is $10,000, profit margin = 40%.
2. Debt-to-Equity Ratio (负债权益比):
Formula: Liabilities ÷ Equity.
Example: If liabilities are $7,000 and equity is $8,000, debt-to-equity = 0.88.

BrightTech Innovations: Financial Statements
Income Statement (For the Year Ended Dec 31, 2023)
	Category
	Amount ($)

	Revenue:
	

	- Product Sales
	500,000

	- Service Revenue
	50,000

	Total Revenue
	550,000

	Expenses:
	

	- Salaries
	200,000

	- Rent
	50,000

	- Marketing
	25,000

	- Utilities
	15,000

	- Materials
	100,000

	Total Expenses
	390,000

	Net Profit
	160,000



Balance Sheet (As of Dec 31, 2023)
	Category
	Amount ($)

	Assets:
	

	- Cash
	80,000

	- Accounts Receivable
	30,000

	- Inventory
	40,000

	- Equipment
	100,000

	Total Assets
	250,000

	Liabilities:
	

	- Accounts Payable
	30,000

	- Loan Payable
	50,000

	Total Liabilities
	80,000

	Equity:
	

	- Retained Earnings
	170,000

	Total Equity
	170,000

	Assets = Liabilities + Equity
	250,000



Activity Questions
1. Calculate the profit margin:
Use the formula:
Profit Margin = (Net Profit ÷ Total Revenue) × 100
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

2. Suggest Improvements:
Based on the income statement and balance sheet:
· Suggest one way to reduce expenses. ________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
· Suggest one way to increase revenue. ____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

4. Homework:
Choose a business you know and explain:
· One way the business can improve its cash flow. ____________________________________________________________________________________________________________________________________________________________
· One way the business can increase its profit margin. ____________________________________________________________________________________________________________________________________________________________

