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THE ACCOUNTING GAME

We learned that a Balance Sheet shows us a moment in time, like a snapshot,
but we need for our second scorecard to give us a record of events happening over
a period of time. Events like buying inventory, making your product, selling it, and
incurring expenses are happening over time.

What type of camera records a period of ime? Something in the act of happening?

A movie or video camera, of course.

So, we need a financial scorecard that acts like a motion picture. It will cover a
period of time and shows motion. It has a beginning and end, just like a movie or video.

Luckily, this second type of scorecard exists, and it goes by a number of names.
Do any on this list sound familiar?

Operating Statement.
Income Statement.
Profit & Loss (or P & L) Statement.

All of these terms represent the same type of financial statement. But, for our
purposes, let’s go with income Statement.

If you need a break—maybe all of this talk about lemonade has made you incred-
ibly thirsty—now’s a good time. If you do take a break longer than a few minutes, you
may want to review this section before moving ahead.

If, on the other hand, you have the stamina of a camel, next we’re going to take

up the Income Statement.



