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Reading Financial Statements 

 

Materials: 

Paper, pens, Calculators, Spreadsheet (attached) 

Today we are going to learn about a FINANCIAL STATEMENTS. First of all – who knows what 

financial means? Yes – anything to do with money! Does anybody have a job like a paper 

round, or earn pocket money for doing jobs at home? (wait for response). Great. What do 

you do with the money you earn? 

Do you…spend it all at once? Save some and spend a little? Save it all for something special 

you are saving towards? 

Whatever you do with it – being given money for doing work in return, effectively makes 

you a kind of ‘business’. And all businesses need to keep a careful watch over their finances 

– also known as accounting.  

Have a look at this sheet (hand out worksheet 1) for a chocolate company. Look in the 

columns and rows. Can you see how they are keeping account of their sales? Can you see 

the total amount of sales for each area? (students to study and understand the concept). 

Any questions? (worksheet 1 – attached) 

 

 

 

Ok, great, now we will move onto another kind of statement, or spreadsheet – a profit and 

loss statement. Can anyone give any ideas to what this might be? (hand out worksheet 2) 



This is a very important part of keeping track of incoming and outgoing money – whether it 

is for a business, a charity or even an individual. If the outgoings are more than the incoming 

money, then it is important to know about it, and quickly!  

Say you earn £5 per week for your paper round, but you spend £1 a day for a week on 

sweets. That is £7. So, you are £2 in debit…and need to do something about it! Can anyone 

make any suggestions? (cut down on spending/earn more/save). 

Now have a look at this chart (hand out worksheet 2). It is an example of a profit/loss and 

balance sheet for petty cash in a company. Petty cash is generally a sum of money put aside 

for minor expenses, such as lunches, stationery etc. Profit is the amount of money made 

after expenses and outgoings. Loss is just as it sounds! This shows you an example of what it 

could look like. As you can see – the petty cash started with £100. After all the outgoings 

add up, it is left with £18.50. This is not a profit as the money was already there. But the 

petty cash did not go into debit. £18.50 is the final balance. 

 

 

Profit  is when a company makes money and its outgoings and expenses are less than the 

amount they make. 

 



Now – I want you to work in pairs or alone and invent your own company! Think of what 

you sell and how much you might make. Be realistic! Then, consider all the outgoings and 

expenses, like salaries, rent, bills, materials. And fill in this worksheet (hand out worksheet 

3). Did you make a profit…or overspend? Add up all your outgoings and fill the total in. Add 

up all your income and do the same. Then, take your outgoings away from your income and 

you will have your profit or loss. 

 

 

 

 

 



QUIZ SHEET 

 

1. Can you think of way in which you could increase your income and decrease 
outgoings? 
 
 

 

 

2. In the Business activity, were there more expenses than you expected? Could you 
think of more? 

 

 

 

3. What could happen if a person did not keep track of their income and outgoings? 

 

 

 

4. What effects could there be on an individual or company if they were constantly in 
loss/debit? (jobs, cutbacks, business closing, having to take out loans?) 

 

 

 

5. What advantages/disadvantages do you think there might be in keeping accounts 
and balance sheets on paper, compared to on a computer?  

 

 



 

Worksheet 1 – An example Spreadsheet 
 
 
 
 

 
 
  



Worksheet 2 – Profit/Loss Statement 
 
 

 
 



Worksheet 3 – Your Business Cashflow 
 

 
 


