Entrepreneurship Study Guide Answers Chapter 20

	income statement

	 balance sheet

	  ratio analysis

	  current assets

	  current liabilities

	  return on equity


1.What information can be obtained by comparing current and previous income statements?

2.  Explain the steps in arriving at an operating ratio.

Answer: To find the operating ratio of an expense, divide the expense by the total sales.

3.   List advantages and disadvantages of obtaining professional assistance to do financial analysis.
Answer: Financial assistance can help you organize records,set realistic goals, and meet government requirements.

	variable costs

	fixed costs

	pro forma income statement

	 cash budget

	 capital expenditures

	credit bureaus

	trade credit agencies


1.List the four steps involved in planning for profits.

   
1. 


2. 


3.


4.

2. What are the broad steps in planning for capital expenditures?

Answer: Deciding if your business can pay for the equipment, finding out how long it will take for the equipment to pay for itself, and then, if necessary, arranging for financing.

3. What would be the three most important tax considerations for your proposed company?


Answer: These may vary, but may include keeping records of all expenses, keeping up-to-date on tax laws, and timing deductions. 

