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Financial Statements
The Income Statement, Balance Sheet, and Statement of Cash Flows connect like puzzle pieces.
The Income Statement begins with Revenues and ends with Net Income. Net Income is the first line on the Statement of
Cash Flows, which then shows cash flowing into and out of the company to end with a calculation of the current amount
of Cash and Cash Equivalents on hand (Cash Position). The Balance Sheet then begins with Cash and Cash Equivalents
and outlines other assets and liabilities to get to a calculation of Shareholder’s Equity. The three statements start with a
reflection of the activities the firm engages in with customers (Revenues) and then create a bridge to how those activities
drive greater value for the shareholders (Shareholder’s Equity).

INCOME STATEMENT
Revenues
– COGS
= Gross Margin
– Operating Costs
= Operating Income
– Interest & Taxes
= Net Income

CASH FLOW STATEMENT

$8,300

BALANCE SHEET

Cash & Cash Equivalents
+ Other Assets
= Total Assets
		Total Liabilities
= Total Shareholders’ Equity

This statement starts with revenues
which reflects sales to customers. Then
expenses are subtracted to end with net
income.

Expenses

Net Income
+ sources and uses of cash
= Cash from Ops
+/– Cash from Investing
+/– Cash from Financing
= Change in Cash
+ Beginning Cash Balance
= Cash & Cash Equivalents

STARTS with Customers

$1,087
$1,087

This statement starts with net income
from the income statement and shows
how it is collected as cash. Adjustments
are then made for investment and
financing activities to end with total cash
and cash equivalents.

$827

ENDS with Owners (shareholders)
$827

$9,926

This statement starts with cash and cash
equivalents as the first of all assets listed.
Liabilities are next. Assets minus liabilities
equals the shareholder’s or owner’s equity
in the business.
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