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Lesson 6
Financial Record-Keeping and Analysis
This lesson helps students understand the need for financial record-keeping, financial analysis, and the role in a business’s success or failure. Students work in groups to understand how businesses keep track of their financial results using profit and loss statements, balance sheets, and cash flow statements. They also see how financial analysis tools work and the relationships between financial measurements.
Advance Preparation
During Class Period 1, as an option, students could access computers for Internet research, with three to five students per station (a minimum of six computers; optional). 
This lesson is expected to take 4 class periods.
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Lesson Framework
Learning Objectives
Each student will:
Describe ways that businesses keep track of their financial results
Distinguish between a profit and loss statement, a balance sheet, and a cash flow statement
Explain the concepts of financial analysis, financial analysis tools, and the relationships among financial measurements*
*This is one of the 16 key learning objectives assessed by the NAFTrack Certification end-of-course exam for this course.
Academic Standards
The relevant Common Core State Standards are too extensive to list here but are important for this lesson. For details, please refer to the separate document “Correlations to the Common Core Standards” (available in the Course Planning Tools section of the course materials).
Utilize accounting tools, strategies, and systems to plan, monitor, manage, and maintain the use of financial resources (Common Career Technical Core 2012, FN-ACT 2)
Process, evaluate, and disseminate financial information to assist business decision making (Common Career Technical Core 2012, FN-ACT 3) 
Recognize that entrepreneurs must establish, maintain, and analyze appropriate records to make business decisions (NBEA National Standards for Business Education 2013, Entrepreneurship V, Accounting)
Analyze and interpret data using common statistical procedures, charts, and graphs (McREL Business Education Standards 1999, Standard 13)
Know appropriate procedures and development tools used to analyze and design information systems (McREL Business Education Standards 1999, Standard 26)
Assessment
	Assessment Product
	Means of Assessment

	Letter to ECPak management (Student Resource 6.5)
	Assessment Criteria: Letter to ECPak Management (Teacher Resource 6.2)


Prerequisites
General understanding of letter-writing format
Understanding of the importance of cash flow within a business
Exposure to financial records and the importance of keeping them
Knowledge of different forms of business ownership
Instructional Materials
Teacher Resources
Teacher Resource 6.1, Answer Key: Business Record-Keeping and Financial Analysis
Teacher Resource 6.2, Assessment Criteria: Letter to ECPak Management
Teacher Resource 6.3, Key Vocabulary: Financial Record-Keeping and Analysis
Student Resources
Student Resource 6.1, True or False: Business Record-Keeping and Financial Analysis
Student Resource 6.2, Assignment: Financial Tools Matrix
Student Resource 6.3, Reading: Financial Analysis and Record-Keeping Tools
Student Resource 6.4, Assignment: Financial Tools Business Letter
Student Resource 6.5, Frame: Letter to ECPak Management
Equipment and Supplies
Blackboard, whiteboard, or flip chart
Computers with Internet access, three to five students per station (a minimum of six computers; optional)
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Lesson Steps
	Step
	Min.
	Activity

	
	
	class period 1

	1
	15
	Class Discussion: Using Financial Systems and Financial Record-Keeping Tools
This springboard activity gets students thinking about the subject of money management. Students begin thinking about some of the reasons why financial record-keeping is so important.
Set the stage for this lesson by asking students to imagine that they are a famous musician, a sports star, or the CEO of a major corporation. Write the following questions on the board and have students respond in their notebook:  
What would it be like to receive and spend huge amounts of money every day?
Some days you might receive much more than you spend. Other days you might spend much more than you bring in. How would you make sense of it all?
How would you make sure your bills got paid?
How would you know how much money you have or how much you have made so far this year?
Once students have had a moment to answer the questions, have them share their responses with a partner.
Explain to the class that keeping track of lots and lots of money may seem like an excellent problem to have—but it is still a challenge. Like wealthy individuals, businesses need to understand their finances, and the amount of money they must keep tabs on can be huge.
The Internal Revenue Service requires businesses to maintain financial records in order to calculate business taxes. To complicate things further, companies that do business internationally have currency exchange rates to deal with. As you can imagine, all of this can become very complex very quickly.
Thus, all businesses have systems to keep track of the money they have and the bills they must pay. Once a company has information in a financial system, it is very easy to take that information and use it to manage the business.
Explain to students that this unit will explore a few of the tools businesses use for financial record-keeping.

	2
	10
	Pre-Reading Activity: Introducing Business Record-Keeping and Financial Analysis
Students are introduced to financial practices and methods in this activity, including record-keeping, analysis of financial documents, and financial strategies used to grow a business. This activity also gives students a purpose for the reading that will follow.
Use Student Resource 6.1, True or False: Business Record-Keeping and Financial Analysis, and explain to the class that they will be testing their prior knowledge of financial record-keeping and methods.
Allow students some time to complete the true and false activity. Tell them that it is okay if they don’t know the answers and that they should just make their best guess. Remind students that they will have an opportunity to correct their answers after the reading.
Have students keep their completed true or false worksheets and point out that they will return to them later in the lesson.

	3


	25
	Jigsaw Activity—Part 1: Learning About Financial Tools in Expert Groups
Students gain insight into various record-keeping and financial analysis tools that companies use to manage their finances in this activity. This activity focuses on the following college and career skill:
Demonstrating teamwork and collaboration
Assign students into six “expert” groups. Assign one of the following topics to each group:
Profit and loss statement
Balance sheet
Cash flow statement
Earnings before interest and taxes
Gross profit margin
Net income margin
Once students have been placed in their groups, refer students to Student Resource 6.2, Assignment: Financial Tools Matrix, and review the directions on the sheet.
Next, each group should refer to one tool described in Student Resource 6.3, Reading: Financial Analysis and Record-Keeping Tools, that corresponds to the topic you assigned to the group. It is recommended that you provide additional research resources (Internet access, samples, etc.) to each group—one or two students can conduct Internet research. In contrast, the other students review the samples or other additional resources.
Using both the reading and any other supplemental resources, encourage students to work together to complete the worksheet associated with their specific topic.
Allow time for expert-group reading, research, and shared preparation.
Before class concludes, tell students that they should be prepared at the beginning of the next class session to present the results of their research to others.

	
	
	CLASS PERIOD 2

	4
	35
	Jigsaw Activity—Part 2: Sharing Financial Tools Knowledge in Mixed Groups
Students share their knowledge with one another and widen their understanding of financial record-keeping and analysis tools.
When class begins, tell students you want them to continue to explore financial tools but now they should prepare to do so in slightly different groups.
Have the class number off within their expert groups and reconvene into new mixed groups, with one student from each expert group in each new mixed group. Students should bring their original Student Resource 6.2, Assignment: Financial Tools Matrix, activity to complete while in their new groups.
Within the mixed groups, have each student orally share his or her individual expertise with the rest of the group as members take notes and complete their copies of Student Resource 6.2.
With this new grouping system and each individual sharing his expertise, students should understand all of the different financial tools available to manage a company’s finances.

	5
	15
	Review: Business Record-Keeping and Financial Analysis
Students can reveal what they have learned by correcting their true or false worksheets from the previous class session.
Now that students have learned more about business record-keeping and analysis tools, they return to Student Resource 6.1, True or False: Business Record-Keeping and Financial Analysis. Request that students spend 10 minutes revising their answers as needed. 
Then, with 5 minutes remaining in the class period, have students compare and discuss their revised answers with a partner. After students have had an opportunity to work with a partner, use Teacher Resource 6.1, Answer Key: Business Record-Keeping and Financial Analysis, and share the correct answers with the class.

	
	
	CLASS PERIOD 3

	6
	10
	Introduction to Assignment: Business Letter Preparation
In this brainstorming session, students discuss the different record-keeping and financial analysis tools that are necessary for a business’s soundness. This discussion aids students as they prepare for the letter-writing activity to follow.
Explain to the class that Eduardo Cisneros is asking for their help again. The ECPak Company is in trouble. The CFO has resigned! Mr. Cisneros would like you to write a letter to his new management team explaining the company's issues. Refer students to Student Resource 6.4, Assignment: Financial Tools Business Letter, and read and review the assignment with the class. Make sure that students clearly understand the assessment criteria presented. Answer any questions students may have.
After the class has read and reviewed the situation and understands the required elements, make sure that all students are clear on the letter's objective. Have students pair up and discuss the three bulleted points on the resource. What is each one asking? Or, what three questions must be answered in the letter?
Once students are clear on what is being asked of them, have them spend five minutes on their own preparing to answer the questions. Encourage students to use the information from the readings and the matrix to help them make suggestions. Next, tell students to get with a partner to share and discuss their responses. Invite students to present their ideas to the whole class.

	7
	40
	Individual Writing: Business Letter
Students synthesize their learning and compose their letters to the ECPak management team. This activity focuses on the following college and career skills:
Utilizing time efficiently when managing complex tasks
Prioritizing and completing tasks without direct oversight 
Demonstrating the ability to write effectively
Refer students to Student Resource 6.5, Frame: Letter to ECPak Management. Instruct students to use the frame as a tool to help structure their writing. Read and review the resource with the class before they begin the assignment. As students complete the resource, you may find it useful to circulate among them and try to gauge student understanding by assessing this assignment on a credit/no-credit basis (before they begin copying it onto a blank piece of paper). 
Check-in with individual students frequently and encourage them to stay focused. Help students manage their time by keeping them on track to complete the assignment in the given time frame.
Conclude the activity by having students turn to a partner and compare their suggestions to the management team. A few minutes before class ends, have students come together as a class and report out what they discovered. If students have not completed their letters, have them take them home for a homework assignment.
Use Teacher Resource 6.2, Assessment Criteria: Letter to ECPak Management, to assess student work.

	
	
	Class Period 4

	8
	25
	Review and Reflect: Sharing Letters
In this activity, students are given an additional opportunity to share their letters and reflect on their recommendations with their peers.
Instruct students to get out their letters to the ECPak management team from the previous class period. Explain that students will get into small groups of two or three for the beginning of this class and share their letters. After each student has read a letter, the student must refer back and discuss the following points:
What is the best way to track a company’s income from month to month?
What is the best way to show investors how a company is faring financially?
Have groups discuss their suggestions with one another and compare and contrast their responses.

	9
	25
	Think, Pair, Share: Financial Record-Keeping
Students apply what they have learned about financial record-keeping for this final activity by revisiting the scenario from the first class period.
Set the stage by once again asking students to imagine that they are a famous musician, a sports star, or the CEO of a major corporation. Explain to the class that you would like them to take another look at the questions that you posed to them from the beginning of the lesson. Write the following questions on the board and have students respond in their notebooks:
Imagine that you are receiving and spending huge amounts of money every day. Some days you might receive much more than you spend. Other days you might spend much more than you bring in. What are some different ways that you could make sense of it all?
How would you make sure your bills got paid?
How would you know how much money you have available? How could you keep track of how much you have made so far this year?
Once students have had a moment to answer the questions, have them share their responses with a partner and then discuss students’ answers as a class.


Extensions
Content Enrichment
Ask students to research a few different types of accounting software programs and construct a poster that compares and contrasts the functions and costs of each one.
Assign students to interview and/or research a small business and a large business in your area and write an essay in which they compare and contrast each business’s accounting and record-keeping procedures.
STEM Integration
Engineering: The concepts of record-keeping and analysis apply in similar ways to many engineering projects, such as designing a car. Engineers need to assess many aspects of the design to make a car that will generate as much profit (mileage) from the loss (spent fuel) as possible. Divide students into pairs or small groups and tell them they’re challenged with the task of designing a fuel-efficient car. For reference, they can use these factors that contribute to fuel efficiency: http://www.driverside.com/auto-library/top_10_factors_contributing_to_fuel_economy-317. Instruct them to outline what they would include in the P&L, the balance sheet, and “gas flow” statement, keeping in mind that these factors affect each other (for example, adding features that increase aerodynamics can also increase weight and therefore decrease efficiency). 
Math: Ask students to research Luca Pacioli, Italian mathematician and author of the first surviving accounting textbook. He is famous for spreading the knowledge of double-entry bookkeeping. Students should write an essay summarizing his importance to accounting.
Math: A tech entrepreneur has devised a new gadget that you attach to your headphones or earbuds, and it tells you when the volume is too loud and might damage your ears. It costs her $15 to produce each of these gadgets, and she sells them for $25. For every $100 of profit, she pays $10 tax. What are her gross profit and net income margins? How many of these gadgets does she need to sell to have a net income after taxes of $150?
Additional Cross-Curricular Ideas
Social Studies: Have students research accounting and bookkeeping methods from early history to the present. (Records discovered in Babylon, Assyria, and Sumeria date back more than 7,000 years.) Students should create a timeline of their findings.
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