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The Role of Financial Statements in Health care
Importance of Balance Sheet in Healthcare Organizations
A balance sheet is one of the main financial reports that are essential in health care. It usually depicts that financial situation of a health care facility for a specific period. A balance sheet precisely consists of three essential headings namely Assets, Liabilities, and Owner's Equity (Kane & Magnus, 2001). The section of assets usually shows the items that the health care facility owns that have a tangible value. The section is divided into current and non-current assets. This is the section that contains all items that can be converted into cash (Ross, 2015). The manager of a health care facility can understand the facility cash, inventories, and net receivables through this section.
The liabilities section is usually divided into two that is current liabilities and non-current liabilities. Under this section, the health care manager can understand all the facility obligations (Ross, 2015). He can use the liabilities section in comparison with cash flow to determine the current facility situation. Long-term debts, deferred income, and accounts payable are some of the examples of common liabilities.
Owners' Equity, on the other hand, is the section that shows the difference between the Assets and Liabilities. The difference between the two is a representation of the value of the health care facility at that particular time since it represents the amount left if all assets were to be sold and all debts paid. Equity ratio includes paid-in capital (amount of starting capital/shareholders contribution) and retained profits ((accumulated value of income overtime) (Ross, 2015). 
 Balance sheet summary usually provides the health care manager with a snapshot of the financial condition of the facility at that time. The manager can determine the owns, owes and investments at a glance. 
Importance of Cash Flow in Health Organization 
Cash Flow helps the managers to monitor the cash collections as well as the expenses that are precisely generated from that healthcare facility/organization. Cash flows are usually the revenues generated from patients and insurance reimbursement. Cash outflows, on the other hand, are paying for utilities, tax, rent, and employees. All these are determined from the cash flow (Cole-Ingait, 2013).
Cash flow helps the healthcare manager to review the investment profile. The cash flow will precisely summarize the incomes and expenses that are generated from capital assets and investments (Cole-Ingait, 2013). The manager can compare which between investments and capital assets is generating sufficient income to the organization. 
The cash flow also ascertains the financial needs of the healthcare organization. The cash flow precisely allows for the update of all the changes that occur at the end of each accounting period of the organization (Cole-Ingait, 2013). 
Lastly, the managers use cash flow for long-range planning (Cole-Ingait, 2013). The cash flow in states is used by healthcare organization forecast the ability of their organizations to generate sufficient cash flow from future activities. 
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