Slide 1
How the four statements tie together is demonstrated in this module. If the information is off in any of the statements then the statements will not link together. Thus, if the statements do not link together there is an error. They should not be used for decision making purposes until the error has been located and corrected.

Slide 2

Please pull out the three handouts used in this topic.

· Incomestatement.doc

· Balancesheet.doc

· Statementcashflow.doc

I want to review the connection between the four statements found on these three handouts. The four statements I’m referring to are:

· Income Statement

· Statement of Retained Earnings

· Balance Sheet

· Statement of Cash Flows

Looking at the Incomestatement.doc remember that “net income” of the Income Statement is reported as a line item in the Statement of Retained Earnings. The ending retained earnings balance on the Statement of Retained Earnings is reported in the Owners’ Equity section of the Balance Sheet. And finally the ending cash balance of the Statement of Cash Flows is the same balance found in cash and cash equivalents on the Balance Sheet.  All four statements are linked to each other.  
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