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Lesson title:  Financial Statements: Show me the Money
Course taught: Business Essentials
GPS:

	BCS-BE-26 
	The student explains the process in developing a budget.

	(a, b, c, d, e, f, g)
	 

	BCS-BE-27:
	The student analyzes the financial statements of a business

	(a, b, c, and d)
	and utilizes those statements to make important decisions.

	BCS-BE-28:
	The student identifies financial aspects associated with 

	(a, b, c, and d)
	opening a business.

	CTAE-FS-3
	Learners use various communication skills in expressing

	
	and interpreting information.

	CTAE-FS-4
	Learners define and solve problems, and use problem-

	
	solving and improvement methods and tools.

	CTAE-FS-5
	Learners use multiple information technology devices to

	
	access, organize, process, transmit, and communicate

	
	information.


GPS Academic Standards:

	SSEMI3
	The student will explain how markets, prices, and 

	
	competition influence economic behavior.

	ELA10W3
	The student uses research and technology to support writing.

	ELA10LSSV1
	The student participates in student-to-teacher, student-to-student, and 

	
	group verbal interactions.

	MM2P1
	Studetns will solve problems (using appropriate technology.


In this unit, students will learn the importance of financial statement data. They will learn to differentiate between two different statements, identify accounts on each statement, and how to analyze data for business decisions.
Grades: 9-12

Time: 2.5 – 90 minute periods
Accommodations for students with disabilities:  
Refer to IEP for appropriate modifications.  Changes to lesson will vary for each student according to appropriate strategies which are beneficial and proven effective for each child.  
Understanding and Goals:

· Compare and contrast statements from prior periods to determine if goals are in the process of being met or not; 
· Identify different account types of each statement and provide examples;

· Describe different sources of income (sales or labor);
· Differentiate between fixed and variable, while providing examples. 
· Develop strategies to change the net (ideas to decrease expenses, ideas to increase income)

· Recognizes the value of financial statement information to lenders, investors, and to business owners. (Approval for bank loans or draw investors capital to expand)

· Identify each statement by the classification of accounts reported on them (assets, liabilities, equity (revenue and expense) and provide examples).

· Recognize the importance of the balance sheet in determining the health of a business



· Analyze the balances of accounts from current to prior periods and make decisions about how money is spent on different accounts (too much on advertising,  should collect on receivables more often).
· Determine whether a company has an income or loss;

· Identify operating expenses and compare them to prior periods in order to make decisions about their effect on the net income or net loss of the company.
Essential Question:  Why is the accuracy of financial statements vital to stakeholders

                                  in a company?

Supplies:  Financial Statement handout
                 Calculator

                 Lesson plan (Instructor only)
                 Pencil/eraser

                 Intro to Business, Thomson South-Western, 2006

     Internet


     Overhead projector
Procedures for teaching the lesson:

Block 1:

Begin the lesson by asking students to list everything of value in their bedroom and list any debts they have (money owed to sister, cell phone bill, etc.)

· Discuss value of assets, liabilities, and net worth while connecting content to the lists they made earlier. 

Ask them if they would lend a stranger money.

Ask them why should a bank lend a business owner money?

· Discuss risk a lender takes on (no guarantee of future repayment)
· How can a business owner prove they are worthy of a loan? 

· Why would a business owner even need a loan? (Compare to something local, perhaps a favorite restaurant that is so popular the owner might want to remodel, or expand to a second location, etc.)

You have the solution:  A financial statement is all the proof they need for a lender to

give them a loan or not give them a loan.  Compare financial statements to x-rays. They reveal the financial health of a business as an x-ray reveals our physical condition.

Students should independently define the following vocabulary words:

     Refer students to research terms on the Internet. 

budget, expense (fixed, variable, operating), income (revenue), assets, 


liabilities, equity, capital, income statement, balance sheet, integrity (as in the

            integrity of financial statements), net income, and net loss
As you review terms with students, call on them to give a definition and provide an example.  

As a class, examine the financial statements given in the text book (pp. 300-301).  Ask questions such as:

· What company is this statement for?

· What is the name of this document (financial statement)?

· What time period does this information represent?

· Look at each classification, picking one or two accounts and asking students to determine the balance of each one.  Explain that the balance is the value of that item to the company.

· Point out on the balance sheet that the left and right sides ‘balance’.  

· Write out the accounting equation. (Assets = Liabilities + Owners Equity)

· Point out that lenders look to see if there are enough assets to pay for all of the liabilities if needed; and is there still money to operate on (2-3 times more than liabilities; such as $800,000 assets - $250,000 liabilities leaves $550,000 to operate on- almost 2.5 times as much as liabilities)

· Repeat for the Income Statement, pointing out:

· The dates represent different lengths of time (day vs. months)

· Revenue is made by sales and by earned interest

· Ask students to identify account balances and give examples (An advertisement in the yellow pages would be classified as a marketing expense)

· Point out that lenders look at percentages of revenue are paid in expenses, and what percentage is left for net income.  Expenses should be no more than 55% and net income should be 45% or more.

Next, distribute the financial statement hand out for Aiken’s General Store.

· Students should work independently to answer questions on hand out.

· Monitor students’ progress and offer clarification when needed

· Students who do not finish can take complete at home.
Block 2:

Review yesterday’s lesson on financial statements, their own list of assets and liabilities, and identifying account categories with examples.
Using the Aiken’s General Store handout:
· Review with students providing answers

· Discuss the Net Income amount being on both- the income statement is always prepared first

· Discuss the accounting equation and the left/right totals balancing on the balance sheet

Put students into small groups (2-3_ and provide the following questions for them to answer:

(Answers should be recorded for submission to instructor)

1.  If February’s net income was $6,000; and March’s net income was $6,400, what could you determine about the business for those three months?

2.  If February’s net income was $5,000; and March’s net income was $4,400, what could you determine about the business for those three months?

3. For each expense, what decisions could a business owner make to decrease or increase the amount spent in that category?

4.  For revenue, what decisions could a business owner make to increase revenue?

5.  Why do you think the net income or net loss is reported on the balance sheet, as well as the income statement?

6.  What percentage of revenue was spent on total expenses?  Is this acceptable?

7.  Are there enough assets to pay all liabilities if needed?
8.  How much of the asset balance would remain?  Is this acceptable?

9.  How does the integrity of financial statement data effect stakeholders of a business?
Block 3:
Review the prior day’s lesson on financial statements, their own list of assets and liabilities, and identifying account categories with examples.

Refresh them on lender’s use of balance sheet and income statement.

Ask students to regroup and spend 10 – 15 minutes reviewing questions from prior day.

Each group will present their answer(s) to one of the questions.

(group size may be modified to accommodate question bank quantity)

   Groups submit their answer sheets to instructor for grade. 

Assessment:
1.  Students will submit the completed financial statement hand out of Aiken’s General Store financials for a daily grade.  Each question should be answered and prior incorrect answers should have been corrected.  Students are graded by completing the paper and their participation during the review.  (18 answers on balance sheet, 14 answers on income statement, total of 32 answers for 100%)

2.  Group assignment:  Groups will submit the questions to instructor for completion of each question and quality of answers during participation.  
Rubric in points:
Completion of questions:           50 points:  All questions answered




    25 points:  Incomplete

Quality of answer presentation: 50 (Students demonstrated sincere effort in answer 





         and presentation)

                                                   25 (Students demonstrated little effort in answer 





         and presentation)

(I give little room for ‘in between’; students seem to give more effort this way)


    
