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Basic Financial Statements

1.Balance sheet
2.lIncome statement
3.Statement of cash flow

2. Statement of retained
earnings



Balance Sheet

Owns Owes
Assets Liabilities & Equity
Current assets: Current liabilities
Cash & Securities Payables
Receivables Short term Debt
Inventories Long term liabilities
Fixed Assets Shareholders’ equity
Tangible assets

Intangible assets



Basic accounting

"
7~ /N1 I"\'I-If\lf'\

Assets = Liabilities + stockholders’ Equity



1Name of entity

Title of
2statement
3 Specfic date

>

Addis- Matador Corp.

Balance sheet
At December 31,2006

(In thousands of dollars)

nf Clir
U1

AUI..LT%QDU.C
Balance
Sheet
reports the
financial
position of
an entity
at
a
particular
point in

Assets

$
Cash 4,895.00
Account receivable 5,714.00
Inventories 8,517.00
Plant & equipment 7,154.00
Land 981.00

$

Total assets 27,261.00
Liabilities & Stockholders'
Equity
Liabilities
$

Accounts payable 7,156.00
Notes payable 9,000.00

$

Total liabilities 16,156.00
stockholders' Equity
$

Contributed capital 2,000.00




Assets

Addis- Matador Corp.
Balance sheet
At December 31,2006
(In thousands of dollars)

Assets
are Cash $ 4,895.00
. Account receivable 5,714.00
econom IC Inventories 8,517.00
Plant & equipment 7,154.00
Land 981.00
resou rces Total assets $ 27,261.00
Liabilities & Stockholders' Equity
owned b iepilities
y Accounts payable $ 7,156.00
Notes payable 9,000.00
the Total liabilities $ 16,156.00
- stockholders' Equi
b u S I n ess Contributed capital $ 2,000.00
Retained Earnings 9,105.00
Total Stockholders' Equity 11,105.00
a S a Total liabilities and stockhol '
Equity _ $ 27,261.00
mujteaﬁf amount of cash in the companies
lis ash bank accounts
;ﬁ#@t account amount owned by customers by
eceivable |prior sales
tmsa CtiO parts and completed and unsold
conversion |inventories products
into-cash. | plant & factories and production
PR gy B e o= L B pe o Bal o o=



Liabilities
are
Debts or
Obligatio
ns
Of the
Business
that

Addis- Matador Corp.
Balance sheet
At December 31,2006
(In thousands of dollars)

Assets
Cash $ 4,895.00
Account receivable 5,714.00
Inventories 8,517.00
Plant & equipment 7,154.00
Land 981.00
Total assets $27,261.00
Liabilities & Stockholders' Equity
Liabilities
Accounts payable $ 7,156.00
Notes payable 9,000.00
liabilities $16,156.00
tockholders' Equity
Co uted capital $ 2,000.00
Ret d Earnings 9,105.00
T Stockholders' Equity 11,105.00
Tot bilities and stockholders'
Equ $27,261.00
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Equity Is
the
amount of
financing
provided by
owhers of

the
business

an
earnigs

Addis- Matador Corp.
Balance sheet
At December 31,2006
(In thousands of dollars)

Assets

$
Cash 4,895.00
Account receivable 5,714.00
Inventories 8,517.00
Plant & equipment 7,154.00
Land 981.00

$

Total assets 27,261.00

Liabilities & Stockholders'
Equity

Liabilities

Accounts payable

$
7,156.00

Contribute AmouRt.inygsted in the busingss by
d capital the Stockholders $
- 10Las [1aDITIES 10,150.UU
Retained Past ,
Earnings stock holders $
contriouted Capital Z,UU00U. UV




Addis- Matador Corp.
Income Statement
For the year ended December 31,2006

(In thousands of dollars)

Revenues
$
Sales revenues 37,436.00
Expenses
$26,980.0
Cost of goods sold 0
Selling, general &
administrative 3,624.00
Research & Development
1,982.00
interest expense 450.00
Total expense 33,036.00
$




1 Name of entity

2Title of statement Addis- Matador Corp.

3 Income Statement
Specific period (unlike the

balance sheet, this statemeh?" t!
covers a specific period of time) | (In thousands of dollars)

e year ended December 31,2006

4 Unit of measure

Revenues
The $
I Sales revenues 37,436.00
ncome Expenses
Stateme $26.980.0
nt Cost of goods sold 0
Selling, general &
Reports administrative 3,624.00
Research & Development
the 1,982.00
revenue interest expense 450.00
less
Total expense 33,036.00
expense $
~nf Fhao Pre tax income 4,400.00




*Revenue are earnings
from the sale of goods or
services to customers

*Revenue Is recognized In
the period in which goods
and services are sold, not
necessarily the period In
which cash is received.



When will the revenue from this
transaction be recognized?

$1000 sales made on cash from sale
collected on
May 25% June 10t

May 2006 June 2006




When will the revenue from this
transaction be recognized?

$1000 Revenue

recognized
in May 25t

May 2006

June 10th

June 2006



*An Expense is recognized in the
period in which goods and
services are used, not necessarily
the period in which cash Is paid.

*Expenses are the dollar amount
of resources used up by the
entity to earn revenues during
that period.



When will the expense for this transaction
be recognized?

paid $ 75 cash for news Ad. Appears on
paper Ad. May 11t June 10t

May 2006 June 2006




When will the expense for this transaction
be recognized?

Advertisement
expense
recorded on

June 10t

May 2006 June 2006



What do we do if
expenses exceeds
revenue?
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