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Objectives

Takeaways from today’s presentation:

• An understanding of some basic finance.

• A general understanding of the balance sheet, income statement 
(Profit&Loss), and cash flow statement.

• Understanding gross profit margin.



Physical Health

Blood Pressure

Cholesterol

Temperature



Financial Health

Gross Profit Margin

Return on Investment

Cash Flow Trends



Financial Health

82% of businesses fail due to poor 
cash management.

Study by U.S. Bank 



Finance Foundation

Time Value of Money
A dollar today is worth more than a dollar 
tomorrow.

Why?  Because you can invest a dollar today 
and have more than a dollar tomorrow.



Cash Flow

• Cash flow is money on the move that, like a stream, is either moving 
into or out of your business.

• Money flowing into your business—as soon as possible.

• Money flowing out of your business—as late as possible.



Compound Interest



Compound Interest



Compound Interest



Compound Interest

Compound interest is the eighth wonder of the 
world.  He who understands it, earns it; he who 
doesn’t, pays it.   Albert Einstein



• Balance Sheet

• Income Statement

• Cash Flow Statement

Three Key Financial Statements



Balance Sheet



Balance Sheet Organization

Assets Liabilities

Liquidity Time



Balance Sheet

Cash 15,000
AR 25,000
Inventory 50,000

Total CA 90,000

Fixed Assets 60,000

Total Assets 150,000

Accounts Payable 30,000
Wages Payable 5,000
Loans Payable 10,000

Total CL 45,000

Long Term Debt 40,000
Contributed Capital 20,000
Retained Earnings 45,000

Liabilities + Equity 150,000



Hurricane Preparedness



Balance Sheet

• Inventory—Part art, part science

• Have enough. . .
…but not too much.

• Money is never free.



Income Statement Organization

Revenue
Direct Costs
Gross Profit
Fixed Expenses
Net Profit



Income Statement



Income Statement

Revenue 100,000
Cost of Goods Sold 70,000
Gross Margin 30,000
Operating Expenses 10,000
Operating Income 20,000
Interest Expense 10,000
Income Before Taxes 10,000
Income Taxes 3,000
Net Income 7,000



Income Statement

Common Size Income Statement

• Created by dividing each number by the amount of Revenue



Income Statement

Revenue 100,000     100%
Cost of Goods Sold 70,000        70%
Gross Margin 30,000        30%
Operating Expenses 10,000
Operating Income 20,000
Interest Expense 10,000
Income Before Taxes 10,000
Income Taxes 3,000
Net Income 7,000



Income Statement

• Gross Profit Margin is the engine of profitability.

• Gross Profit Margin = Revenue - Cost of Goods Sold.

• Two ways to increase gross profit margin:
• Raise Prices.
• Lower your purchase price.



Income Statement

Revenue 100,000 110,000 +10%
Cost of Goods Sold 70,000 70,000
Gross Margin 30,000 40,000 +33%
Operating Expenses 10,000
Operating Income 20,000
Interest Expense 10,000
Income Before Taxes 10,000
Income Taxes 3,000
Net Income 7,000



Breakeven Point
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Statement of Cash Flows Organization

Three Categories

• Operating Activities

• Investing Activities

• Financing Activities



Statement of Cash Flows



Statement of Cash Flows

Operating Activities
• Depreciation
• Accounts Receivable
• Inventory
• Accounts Payable
• Wages Payable



Statement of Cash Flows

Timing is essential!!!



Resources

• https://www.dawnfotopulos.com/



GOAL

Write a 
business 

plan

Write a business plan

SBDC offers a free intuitive tool to use
Once you register on our website at 
www.yc.edu/SBDC

Create a Business Plan

http://www.yc.edu/SBDC


SBDC Services
Free Confidential 

Counseling

Affordable 
Workshops

Network 
Resources

Local 
Partnerships

Access to 
SBA and 

micro loans

YC.EDU/SBDC
(928) 717-7232
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