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Four Main Financial Statements

• Balance Sheet


• Income Statement


• Cash Flow Statement


• Statement of Shareholder’s Equity



Balance Sheet

• Balance Sheets show what a company owns and what it owes at a fixed point in time.


• 3 Main Parts:


• Assets


• Liabilities


• Shareholder’s Equity

• Accounting Equation:


• Assets = Liabilities + Equity





Income Statement

• Income statement shows revenue earned over a specific period of time


• Also shows costs and expenses associated with earning that revenue


• May also show earnings per share (EPS)


• Formula:


• Revenue


• - Cost Of Goods Sold


• - Operating Expense


• = Net Income





Cash Flow Statement

• Reports inflows and outflows of cash over a certain period of time


• Uses and reorders items from company’s balance sheet and income 
statement


• 3 Main parts:


• Operating Activities


• Investing Activities


• Financing Activities





Statements of Shareholder’s Equity

• Shows changes in the interests of the company’s shareholders over time


• Expanded version of the equity section of the Balance Sheet





Financial Statement Analysis 
Public Corporations

• Key ratios


• Current Ratio: Current Assets / Current Liabilities


• Debt to Equity Ratio:  Total Liabilities / Shareholder’s Equity


• Inventory Turnover Ratio: Cost of Sales / Average Inventory for the 
period


• Operating Margin: Income from Operations / Net Revenues


• P/E Ratio: Price per share / Earning per share



Financial Statement Analysis 
Apple Sept 24, 2022 Year End

• Current Ratio:  Current Assets $135,405,000,000 / Current Liabilities 
$153,982,000,000 = .8794


• Debt to Equity Ratio:  Total Debt $302,083,000,000 / Total Equity 
$50,672,000,000 = 5.9615


• Inventory Turnover Ratio: Cost of Sales $201,471,000,000 / Average 
Inventory (($4,946,000,000 + $6,580,000,000) / 2) = 34.96


• Operating Margin: Operating Income $119,473,000,000 / Net Revenues 
$394,328,000,000 = .3030


• P/E Ratio: Stock Price $142.53 / EPS $6.15 = 23.17



Financial Statement Analysis 
How Does Google Compare?

• Key ratios


• Current Ratio: Current Assets / Current Liabilities


• Debt to Equity Ratio:  Total Liabilities / Shareholder’s Equity


• Inventory Turnover Ratio: Cost of Sales / Average Inventory for the 
period


• Operating Margin: Income from Operations / Net Revenues


• P/E Ratio: Price per share / Earning per share



Financial Statement Analysis 
Small Business

• Have accounts been reconciled 


• Watch for duplicated transactions


• Watch for missing transactions


• Consider cash basis versus accrual basis of accounting


• Tie out balance sheet to statements


• Consider classifications on P&L



Which Financial Statement is Most Useful 
to Determine Financial Health and 
Accuracy?
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