CHAPTER 2

OO0

Imagine how the first people to see motion pictures must have felt. Before the
invention of the movies, the only way to capture the world was static—a frozen
image, like a photograph or a painting. Then, with the first motion pictures, people
were able to see the world as it really is! Always moving and changing. With things
happening simultaneously at different places.

At the end of the last chapter, we said that if the Balance Sheet is like a snapshot
of a business, then the Income Statement is like a movie. Does a photograph have
a beginning and an end? (No, unless you wish to enlist some strange philosophical
argument that will bore even your best friend.) Now, does a movie have a beginning
and an end? (You get two chances to answer, and the first one doesn’t count!)

Thus, an Income Statement has a beginning and an end.

Now, since we’re talking about a financial scorecard and not some Zzillion-dollar
Hollywood extravaganza, what exactly does an income statement show us?

It's called an income statement, so let’s start by asking how income is generated
in our lemonade business? From...what?

Did you say, “Sales”? Very good!
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