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	When it comes to any business big or small, financial statements are extremely important. Therefore, financial statements are records that are written and convey the activities of a business and how the business is performing financially. A business can either perform positively or negatively financially. The financial statements are often audited by agencies of governments, firms, accountants among others in order to ensure for tax and accuracy for purposes of investing or for financing purposes. The two financial statements evaluated for the case of Edwina’s business are the balance sheet and income statement. (Mohana, 2011) These two financial statements have painted a good picture regarding the state of the business as explained here below.
           A balance sheet is used when summarizing the assets of a business (what business owns), the liabilities (what business owes), and the equity (money which has been invested into the business, plus profits). However, the balance sheet reveals the business financial state at a specific point in time and does not show business trends. Edwina should have put more focus on interpreting her business balance sheet so that she could be in a better position to understand the financial health of her business rather than just seeing a niche in the market that needed to be explored. This would have been the first step towards the success of her business. She needed to put more capital to her business rather than the payable loan from her parents which contributed to almost three quarter which I do not agree was the right thing. Even from the look of the first day of the business, the balance sheet reveals the financial state of the business was not healthy at all. (Ittelson, 2009)
           On the other hand, income statement is a report that is simple and straight forward regarding the ability of a business in generating cash. This report is an accounting scorecard on the business financial performance and is a reflection of the sales, incurred expenses and the net profit. From the income statements in the different trimesters, Edwina’s business is really struggling to keep ongoing. “The income statements reflect the business as having a net loss and I will still refer to the capital invested in this business compared to liabilities from the balance sheet.” (Mohana, 2011)  Edwina should have concentrated on a small market as the business capital could not be able to cover all the people at SNEU. Her business has so many expenses as compared to revenues which is a big obstacle in making this business a success. Although net loss does not imply the business is bankrupt, she needs to explore alternatives to solve the problem as an already market for her products is available.        
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