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	LESSON PLAN



	TIME REQUIRED


90 minutes or two 45-minute class periods

	RATIONALE


Financial Analysis refers to the activities a business conducts to monitor its finances. Reviewing past financial performance, comparing budgets to actual results and running financial forecasts provides businesses with the data needed to make informed decisions.

	INTENDED OUTCOMES


At the conclusion of this session, students will be able to:
· Explain the role of finance in business.
· Describe the need for financial information.
· Describe the nature of budgets.
· Make responsible financial decisions.
· Maintain the financial records.
· Describe the use of technology in the financial-information management function.

	INSTRUCTIONAL CONTENT


Introduction:· Budgets
· Static
· Performance-based
· Zero-based
· Variance-based
· Personal Financial Statement
· Balance Sheets
· Assets 
· Current Assets
· Noncurrent Assets
· Liabilities
· Current Liabilities
· Long-term Liabilities
· Net Worth
· Income Statement
· Cashflow Statement
· Liquidity Ratios
· Leverage Ratios
· Activity Ratios
· Profitability Ratios
KEY TERMS

This lesson can be done without any prior knowledge of financial analysis and is intended to be introductory in nature. The teacher should briefly introduce the role of financial analysis in small businesses.

Finances are a business’s foundation that must always be closely monitored. The primary purpose of a business is to make money. However, it can only make money if its financial affairs are in order. Financial analysis refers to activities a business conducts to monitor its finances.

Review Financial Analysis slides (30 minutes):
} Download the presentation slides at deca.org/resources.

Have students work with partners or small groups and answer the financial analysis in your SBE discussion questions.
	APPLICATION ACTIVITIES


[bookmark: _Hlk86405226]After completing the module, complete the following financial analysis activity (30 minutes).  
[bookmark: _Hlk87342490]
Students can work individually or in small groups to create a sample balance sheet and sample cash flow statement. The teacher can have students do both activities or assign one of the statements to use for practice.

Balance Sheet Activity
1. If students need additional background on balance sheets, visit bench.co/blog/accounting/balance-sheet and watch the video on balance sheets. Each part of the balance sheet is explained. You can also find a balance sheet template to share with students on the website.
2. Print page 4 for students to use for the activity.
3. Have students refer to the sample balance sheet during the video. If additional information is necessary, lecture over the three parts of the balance sheet.  
4. Discuss the accounting equation. That is, assets minus liabilities equals owner’s equity.  

Cash Flow Sheet Activity
[bookmark: _Hlk86407702]Students will work in their groups to identify the elements of a cash flow statement. (You can download a cash flow template if you don’t currently have one for your SBE at the below link).
https://bench.co/blog/accounting/cash-flow-statements/

	ASSESSMENT + FOLLOW-UP


After completing the application activity, students can complete the assessment activity below (30 minutes):

Students will work in small groups to create a balance sheet, income statement and cash flow statement based on what they learned in the module. The teacher can allow students to develop their own financial statements based on numbers given by the teacher, or the teacher can supply the students with SBE statements (dependent on how your district/school runs your SBE’s finances).  

Put the students into small groups. Assign each group of students one of the three statements to work on 1) balance sheet, 2) income statement, or 3) cash flow statement.

Note: More details in the financial statements will make this more difficult and time-consuming. The teacher could have the students work on all three statements. This could be useful for an extended project. Focus on only working on a shorter timeframe to start (one month).

Lesson Extension
[bookmark: _Hlk105596465][bookmark: _Hlk105596450][bookmark: _Hlk105596508]For additional activities, have students work in pairs on the Financial Analysis Case Study of the Week - 1 and the Financial Analysis Case Study of the Week - 2

	RESOURCES + MATERIALS


· Online access to presentation: deca.org/advisor-resources/sbe-financial-analysis
· Financial Analysis Case Study of the Week - 1 | DECA Direct Online
· Financial Analysis Case Study of the Week - 2 | DECA Direct Online
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	APPLICATION ACTIVITY


 
	INSTRUCTIONS


A balance sheet shows what the business owns (assets), owes (liabilities), and is worth on a given day. The balance sheet is a financial statement that every business must prepare.

Balance Sheet
	Assets
	

	Cash
	 $    200,000.00 

	Inventory
	 $     74,592.00 

	Supplies
	 $       5,290.00 

	Prepaid Insurance
	 $       2,000.00 

	Office Equipment
	 $     30,000.00 

	Building
	 $    100,000.00 

	
	

	Total Assets
	 $    411,882.00 

	
	

	Liabilities
	

	Accounts Payable
	 $    100,000.00 

	Notes Payable
	 $     55,000.00 

	Mortgage Payable
	 $     30,000.00 

	
	

	Total Liabilities
	 $    185,000.00 

	
	

	Owner's Equity
	

	Bill Boogie, Capital
	 $    226,882.00 

	Total Liabilities and Owner's Equity
	 $    411,882.00 
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