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Income Statement
Purpose and how it indicates a Company’s Financial Status
This statement illustrates the firm’s income and expenditures hence also referred to as the profit and loss statement (Lyons & Tarasovich, 2018). Second, it helps the owners understand whether the business is making a profit or loss over a given financial period. Usually, companies utilize this statement and others, such as the cash flow statement and the balance sheet, to help understand the business's financial health (Faccia et al., 2021).With this statement, a company understands whether it can create profit by decreasing cost or increasing revenues or both. This is because an income statement communicates the effectiveness of the business strategies developed at the beginning of the year. As a result of their analysis, the company comes up with other strategies or alters the existing ones to gain more profit. According to Faccia et al. (2021), competitors use income statements of other firms to make a comparison to understand the success parameters and know where to change to avoid being thrown out of the market.
Since the income statement is generated more frequently than other statements, it provides an opportunity to closely monitor the business performance and make necessary changes (Lyons & Tarasovich, 2018). The income statement highlights unexpected and future expenses likely to be incurred by the business. It also shows areas that are over or under-budgeted. Most importantly, the income statement indicates the firm's financial status by facilitating the calculation of the net income. Depending on the net earnings, the company and investors may understand whether the business is on the right trajectory (Faccia et al., 2021). For example, investors use the income statement to determine the financial wellness of the target firm before making investment decisions to avoid loss of money when a business collapses. Banks also use the income statement to decide a firm's loan worthiness and determine the amount of money that they can give a company.
Ford Motors Income Statement
From the company's income statement, the total revenues as of 2012 stood at $134,252, while the total costs and expenses were at $127,961. This indicates that Ford motors made profits in that accounting year. The company's net income after tax was $5,665. However, the year's net profit results may not be used as a criterion to rule that the company is on the right track. Normally, financial analysts consider the income statements of several years and compare them to understand whether the firm is financially healthy or not. In the case of Ford motors, the company had a net income of $20,213 in 2011 and $6,557 in 2010. This shows that the company had a trend of obtaining positive net earnings and, therefore, could be considered financially healthy if these parameters were to be used in determining the company's progress.
Second, the sources of income for the company include the sale of automotive and offering financial services. These sources make sense for the company provided the products that it sells. In addition, the sources seem sustainable, meaning that the company is likely to continue earning from the two in the future. As for the expenses, they include administrative and selling expenses, insurance losses, financial services provision, and automotive cost of sales. Again, these expenses are logical for a motor company, meaning the firm can develop strategies to limit them as much as possible and avoid their escalation. One of the expenses that Ford motors should consider, according to the income statement of 2012, is the cost of selling automotive, which stood at $112,578. Again, this cost was not outrageous compared to other years, such as 2011, when the expense value was $113,345. After a keen analysis of these figures, I would conclude that Ford Motors is a financially healthy firm with great success potential.
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