Name: ________________________________

Chapter 2

Financial Analysis Questions

Using Chapter 2 packet answer the following:
Why are numbers important in business?
How do entrepreneurs use numbers?

How do bankers use numbers?

What are the three basic documents used to analyze the performance of any business?

What picture do they collectively give?

What are the names of the two businesses we are going to study? What is the difference between the businesses?

What is a Balance Sheet?

What is the formula given to show a balance sheet? Do you know another way that this is written n business?

Looking at Exhibit one answer the following:

Which company has the most assets?
Which business owes the most to other businesses? How much?

Which business is owed the most money? How much?
Which brother has the most financial rights to his company at this specific time?

Who do you think the business might take a loan from and for what reason?

Continue with the packet now to answer the following:
Why doesn’t Larry have Inventory as one of his assets?

Why doesn’t Steve have any accounts receivable?

Equipment, property, and anything else of long term value is called a ______.

What is an example of a long term asset given for Larry’s business?

What is accounts payable?

What are some of Steve’s accounts payable?

Explain why Larry has no accounts payable.

Could you think of a time that he might have an account payable?

What represents the value of the company (formula)?

Why do you think you might be able to sell your company for more that your “true market value”?

What does the Income Statement tell you?

Why does an Income Statement start with Sales Revenue?
What is the formula to find your profit from business operation?

What must business pay on operating profits?

The finial result after paying these from above leaves your business with a ___?

Looking at Exhibit two answer the following:

Which business is more profitable?

Which business made the most sales (revenue)?

What would cause one company to sell more but the other company make more profit?

Give an example of a fixed expense for each business.
Give an example of a variable cost for each of the businesses

Continue with the packet now to answer the following:
What is the difference between Variable and fixed expenses?

What is depreciation expense?

What does COG stand for?

What is gross margin and what is the formula to get it?

What is the formula to get your operating income?

What is the formula to get your pretax income?

Do both businesses have to pay taxes to the government? How do they vary?
What are two places you can check about the taxes?

What does the cash flow statement show?

What is the difference between cash surplus and cash deficit?

How do you measure the success of a business?
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