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Every profitable business requires four financial statements; balance sheet, income statement, cash flow statement, and retained earnings. The reason for having these statements is because they provide useful information that the business owner can use to properly design and understand the business’ financial management perspective.
The balance sheet shows the business’s assets and liabilities as well as equity. An income statement, also known as a profit and loss statement, shows revenue, expenses, and profit or loss accrued over a period of time. Statement cash flow shows a summary of the cash moving in and out of the business. Lastly, the statement of retained earnings shows any changes in the equity over a given period.
This memo has highlighted the important business financial statements that every business person should have to help them understand the financial management perspective of their business. These statements are useful when one wants to start up a new product, expand the business, start a new office, or invest more capital because they guide the owner on what is possible for the business.
