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Topic 1: Financial Statements

 In this topic, three major forms of financial statements are introduced, and then you

learn to apply them in different situations. You also learn to understand the working

system of financial statements in the business world.

Listening Activity:Three Major Forms of Financial
Statements

Objectives: o

By the end of this activity, you should have:

® gained a good understanding of the three major types of f manmal statements

® developed vocabulary related to the three fmanmal statements, mcludmg their
different functions and purposes;

® improved listening skills and comprehension in the busmess s1tuat1ons related to :
the financial statements, and , ,

® learned to summarize mformatlon and use it to make correct Judgments
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Task 1 Understanding a lecture on the basics of financial statements

If you are going to invest in a certain company either individually or in a merger &
acquisition effort, you have to carefully evaluate the company's financial statements

for your assessment.

Listen to the following lecture on the basics of financial statements and have a grasp
of the three major forms of financial statements. Then fill in the gaps (0-5) with
the appropriate word or phrase from the lecture you hear. The number of words
necessary for each gap will be indicated in brackets after each gap. The first answer
has been completed for you as an example.

The (0) __statement of income _ (three words) shows revenue, expenses and profit during a
given period of time, which is also known as the (1) . (four words).

The balance sheet shows the company s (2) (two words) at a ngen moment by

comparing what the company has (3) ’ (one word) in 1ts busmess to what it

@

(one word) its creditors.

The ®) _ (three words) tells you how much cash is ﬂowmg in and out of the

company dunng a glven period of time.

Key: ;
(1) profit and loss statement (2) financial position
(3) invested (4) owes
(5) cash flow statement

.eedback:

Zli 3K H B2 A5 AR ENE =N S TR R E B A, ALK TIX = MRBIFEA S X,

X AN R IRE U8 2 LA B 1), T LT F AT B AN %, statement of income (£
MEFT#34D H profit and loss statement  (ASNp4R25%) 2 — (]9, XA VRERY I &
IR 25




Unit 1 Financial Repo

.cripts:

The topic I'd like to deal with today is the ABC's for students of accountancy, which

constitute a company's general financial picture.

Let's begin by talking about the statement of income. This shows revenue, expenses and
profit during a given period of time, typically either a quarter or a year, also another name

for it is profit and loss statement.

Second let's go on to the balance sheet. This shows the company's financial position at a
given moment by comparing what the company has invested in its business to what it owes
its creditors. In brief, it tells you how well the company is using its assets and managing its

liabilities.

At last we have to mention the cash flow statement which shows how much cash is coming
into and going out of the company during a given period of time. From it we can see the

details about how the company spends its cash.

Task 2 Finding the right financial statement

Based on Task 1, you are going to listen to the following statements and questions.
Put a check (\) under the correct heading to indicate the financial statement that best

satisfies the speaker's needs.

1
3
3




Cash flow statement

& L A W

.eedback:

AR B 10— AL 2 R S0 A5 SR A T HH X 2 4 7 R B R TR 8 S AN S TR R
(UE— Ao Bolm, 55— ROFEBEE A ) B I 4R 0L, BT LA, 3% BB 7E 98 7= i f ok
(Z37

.cripts:

1. I have to review a summary of the overall financial position of the company at the end of
last quarter.

2. How much money did we have to spend in order to make a profit this year?

3. Are we turning profits into cash? How are we spending our cash?

4.1 just want to see some proof that we are turning a profit.

5. Will that show the difference between what we owe our creditors and what we've
invested in the business?

6. I would like to know more details about the money coming into and going out of the

company over the last quarter.

Task 3 Applying financial statements data

You will hear a talk by a financial expert on the MD& A, an important part of
management report to disclose financial performance of a company.

Then you will do questions 1-5. Choose the best answer to each question.

4



Unit 1 Financial Repc

1. What does the MD&A refer to?
A. A discussion among the members of the board.
B. An analysis of the company's management.

C. An explanation of a company's financial performance.

2. According to the speaker, who does the MD&A mainly address?
A. The company's CEO.
B. All investors of the company.
C. The board of directors.

3. What could NOT be revealed from the MD&A?
A. What the financial statements show and do not show.
B. Important trends or risks that will face or have faced the company. -

C. Detailed performance of each department of the company.

4. What is NOT required of the MD&A's information disclosure?
A. Trends, events or uncertainties known to management.
B. Information that would be key to investment decisions.

C. Information that would have a material impact on reported financial information.

5. What is the MD&A intended to do?
A. Help investors to see the company through the eyes of management.
B. Provide an explanation of a company's financial performance.

C. Tell the important trends and risks that have shaped or will shape the company.

Key:
1.C 2.B 3.C 4.B 5.A

-eedback:

AR A BAR TR A B R8BSR 2 RT3 2 A FR 4 P 4 15
A b ) PE AR S 90 R R A b W S5 R LR IS EDRBL I — AN A ROk . SB 1Y C
BRI AR, PrULR B R . B2 B )8 L (address 2 AR E, XA
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FAE) ZEIX B “EPXT I E AR ke i, IXA ) ) 5 R, XA MD&AES I H R
JEUE? SE3E A4 — g BEE I B INOTHE U 70 T, 555 80k A R4 2 81 i) 2 1
T,

You can find a narrative explanation of a company's financial performance in a section
of the quarterly or annual report entitled, "Management's Discussion and Analysis of
Financial Condition and Results of Operations." MD&A is management's opportunity to
provide investors with its view of the financial performance and condition of the company.
It's management's opportunity to tell investors what the financial statements show and do
not show, as well as important trends and risks that have shaped the past or are reasonably

likely to shape the company's future.

The rules governing MD&A require disclosure about trends, events or uncertainties known
to management that would have a material impact on reported financial information. The
purpose of MD&A is to provide investors with information that the company's management
believes to be necessary to an understanding of its financial condition, changes in financial
condition and results of operations. It is intended to help investors to see the company
through the eyes of management. It is also intended to provide context for the financial

statements and information about the company's earnings and cash flows.

Supplementary task Cash flow

Listen to this talk on important cash flow problems to run a company. Then answer
the four questions. Each question is followed by three possible answers. For each
question choose the answer that most closely answers the question by placing A, B, or

C in the space provided.

1. According to the speaker, typical entrepreneurs run their businesses for the following
reasons except for
A. striving for money
B. controlling their own destiny

C. not wishing to answer to other people



Unit 1 Financial Repor

2. Which is the most common fiscal problem facing small businesses today?
A. Rising monthly expenses like overhead, payroll.
B. Generating cash.
C. Insufficient cash flow.

3. is the first step of creating a healthy cash flow in businesses.
A. Guarding cash
B. Saving cash as much as possible

C. Translating sales into cash as soon as possible

4. Which of the following will NOT create cash flow problems?
A. Unexpected expenses.
B. Positive cash flows.

C. Slow-paying customers.

Key: l
LA 2.C 3.C 4.B

.cripts:

If you're a typical entrepreneur, money is not at the top of your list for reasons to run your

own company. Most of us run our own business for other reasons like controlling our own

destiny, not wanting to answer to someone else, or taking pride in our own product.

Even so, cash flow is obviously a fundamental aspect of a business - one you must treat with
great care and skill. Since generating cash to meet overhead, payroll and other monthly
expenses can quickly become difficult, today we're offering some advice that could help
you shore up your business's finances and help you avoid one of the most common fiscal
afflictions facing small business today — insufficient cash flow. This is no trivial matter.

Without a steady flow of cash into your company's coffers, the business may eventually die.

While it's easy to get caught up in fancy formulas for predicting and tracking cash, most
of the basics involving cash flow are common sense. First of all, you need to translate sales

into real money (cash) as quickly as possible, and bank it.

7
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Once you've captured the cash, your business needs to zealously guard it. That means

saving as much of it as you can and letting it out only when you must.

The object, of course, is to make certain that more cash enters (positive cash flow) than
exits (negative cash flow). But cash flow is notoriously difficult to predict, and slow-paying
customers, unexpected expenses and seasonal dips can quickly turn a sunny outlook into a

dark horizon.

Key concepts:

balance sheet %t/ fifii#

A financial statement that summarizes a company's assets, liabilities and
shareholders' equity at a specific point in time.

cash flow statement I &9 5 3£

A financial statement that shows how much cash is coming into and going out of the
company during a given period of time.

financial statements 445 %

Financial statements (or financial reports) are formal records of a business' financial
activities.

income statement 1\ T f5&

A financial statement that shows revenue, expenses and profit during a given period
of time, typically either a quarter or a year.

profit and loss statement FJifH & 5 51 75 &

Another name for income statement.

Word bank:

Phrases:

MD&A (Management's Discussion and Analysis of Financial Condition and Results
of Operations) & B 2518 S & BN BT S- R MHT

financial position 445k

financial performance 1145 %1

shore up 5
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Words:

accountancy (n.) 2 v12¢

asset (n.) -

creditor (n.) fIALA
entrepreneur (n.) MK
expense (n) %, 32t
liabilities (n.) 145

narrative (adj.) RURH, FHIAK]
profit (n.) FIJi

revenue (n.) A

Writing Activity: Describing Basic Financial
Statements

il Objectlves' c
By the end of thlS actmty, you should have : : , ‘ L
, o famlhanzed yourself witli the expresswns commonly used tc descmbe the three
ﬁnanmal statements and .
L2 practlced describmg these basic fmanc1a1 statements and thelr functmns m an

‘ orgamzatlon

Task 1 The uses of financial statements

You are going to help write a chapter for those beginners in accountancy. Bear in
mind you have to familiarize them with the three major types of financial statements

with easy definitions and key concepts.

Fill in the gaps (1-10) to complete the writing. The number of words necessary for each
gap will be indicated in brackets after each gap. The first answer has been completed

for you as an example.



