Business Principles                                                       Name: ________________________________________________
12.2 Understanding Financial Statements

1) In each section write the function of that financial statement.

                  Balance Sheet
      Statement of Owner's Equity
          Statement of Cash Flows
            Income Statement 








2) A Word about Cash. You probably have at least a little cash on you right now—some ________________________, or paper money, and _______________________. In accounting, however, the term cash refers to ___________________ than just paper money and coins. It also refers to the _________________________ that you have in _______________ and ___________________ _______________________ and includes items that you can _________________________ in these accounts, such as _______________________ ____________________________ and different types of checks.

3) Why would someone use a money order? (not in the textbook) ____________________________________________
____________________________________________________________________________________________________________________________________________________________________________________________________

4) What is profit? ___________________________________________________________________________________


4) The Income Statement
     shows the user:           


                                                                                                                                                                                                                                                       



5) If you want to make MORE profit, what are three things you can do? 
	1) _________________________________________________________________________________________
	2) _________________________________________________________________________________________
	3) _________________________________________________________________________________________
6) What is the difference between gross profit and net profit? _______________________________________________

7) Define: breakeven analysis __________________________________________________________________________
8) Match these:                 Fixed cost					Selling price per unit – variable cost per unit

	                               Variable cost					Costs that are always the same amount.

                                             Breakeven points in units			Fixed costs ÷ contribution margin per unit
                   
                                             Contribution margin per unit    			Costs that fluctuate as more or less is used

9) The Balance Sheet   
     shows the user:                                                                                                                                                                                                                               

10) Now, use the information in #9 and add the appropriate symbols to turn this into the accounting equation.

11) Define: Liability __________________________________________________________________________________
__________________________________________________________________________________________________

12) Define: Equity ___________________________________________________________________________________
__________________________________________________________________________________________________

13) What makes a balance sheet “balance”? ______________________________________________________________
__________________________________________________________________________________________________

14) (AACSB) Analysis
[bookmark: _GoBack]You’re the president of a student organization, and to raise funds for a local women’s shelter you want to sell single long-stem red roses to students on Valentine’s Day. Each prewrapped rose will cost $3. An ad for the college newspaper will cost $100, and supplies for posters will cost $60. If you sell the roses for $5, how many roses must you sell to break even? Because breaking even won’t leave you any money to donate to the shelter, you also want to know how many roses you’d have to sell to raise $500. Does this seem like a realistic goal? If the number of roses you need to sell in order to raise $500 is unrealistic, what could you do to reach this goal? (CALCULATE THIS OUT)

                                                   

