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Teacher Resource 6.1
Answer Key: Business Record-Keeping and Analysis

1. A paper-based financial system can be backed up easily. False
1. Record-keeping is important to a business because of the number of transactions and the large amount of money involved. True
1. Sales made in foreign currencies must be converted into American dollars before an American company can present those sales in its financial statements. True
1. A business is not required to have a financial system, but most do. False
1. Exchange rates are usually not important unless a business sells its product or service in another country or buys goods/raw materials in another country. True
1. The profit and loss statement, income statement, and cash flow statement model the financial operations of the business. True
1. A balance sheet presents the sources and uses of funds for a business during a period of time. False
1. EBITDA is a financial analysis tool that stands for “earnings before interest, taxes, depreciation, and amortization.” True
1. Gross profit margin helps show a company’s efficiency. True
1. All other things being equal, the higher a company’s profit margin compared with those of other companies, the better. True
Teacher Resource 6.2
Assessment Criteria: Letter to ECPak Management
Student Name:______________________________________________________________
Date:_______________________________________________________________________
Using the following criteria, assess whether the student met each one.
	
	
	Met
	Partially Met
	Didn’t Meet

	It demonstrates an accurate understanding of the company’s financial dilemmas, which is stated in the introductory paragraph.
	
	□
	□
	□

	It contains a recommendation of appropriate financial record-keeping and analysis tools based on student’s understanding of the situation.
	
	□
	□
	□

	It provides an explanation supporting student’s choice of appropriate financial record-keeping and analysis tools.
	
	□
	□
	□

	The letter is written in the correct format.
	
	□
	□
	□

	The letter is well organized and uses proper spelling, grammar, and punctuation.
	
	□
	□
	□



Additional Comments:
_____________________________________________________________________________
_____________________________________________________________________________
_____________________________________________________________________________
_____________________________________________________________________________
Teacher Resource 6.3
Key Vocabulary: Financial Record-Keeping and Analysis
	Term
	Definition

	annual report
	A document sent to shareholders at the end of every year. Annual reports are required by the SEC.

	balance sheet
	A summary of a firm’s assets, liabilities, and owner’s equity. It can also be called a statement of financial position.

	cash flow statement
	A document describing a company’s sources of cash and uses of cash.

	EBITDA 
	A company’s earnings before interest, taxes, depreciation, and amortization.

	financial analysis tools
	Methods for analyzing the financial status of a firm, including balance sheets and cash flow statements.

	gross profit margin
	Sometimes called the gross margin, the gross profit margin is a measure of profitability. It is calculated by subtracting the cost of goods sold from revenue, and then dividing the result by revenue.  

	net income
	A firm’s profit or loss for a period—calculated by subtracting expenses from revenue. 

	profit margin
	Net income expressed as a percentage of revenue.

	profit and loss statement (P&L)
	A financial document showing a company’s revenues and expenses, and the difference between them. It is usually published quarterly or annually—though many managers prepare one each month. The profit and loss statement is often called the income statement or the statement of operations.
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