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Financial Situations in a

Corporation
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A corporation is a complex legal entity organized around the
principles of balancing risk and profitability, while increasing in value for
its stockholders—those members of the public who through the purchase
of shares, help finance operations. A variety of financial instruments, such
as bonds and long-term credit, provide further funding, but it is the selling
of publically traded stocks that necessitates management by a board of
directors, compliance with a myriad of governmental regulations, strict self-
policing to prevent insider trading, and intense scrutiny of profit and loss

statements and other forms of financial reporting.

TN, REMNETEER - Hh—EBTERBMNERNRAMEIINES - [
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RREBUTER - BRBRLELERNRR S - ARERKRRI®RERD - MEMTER
MBI FS RS o

© COSMOS CULTURE LTD



PROFIT AND

" LOSS 182

The Profit and Loss Statement
IEmic @ou

The bottom right chart illustrates  gp- - - = = = = = - - - -

the break-even point' of any o A R
business. As you can see, the break- R
even point is the point in the annual ¥ 7|7 "o
output’ where the number of units 10: : : ______
sold, or number of services provided, ’
produces enough gross’ profit’ to
cover total costs, including fixed®
overhead® costs’ of operations.
Loss® occurs whenever rpTEpTy——
fixed costs exceed sales’. Break-Even Point Representation

Profit occurs whenever sales
460,000 1 Sales .~
exceed total costs. As you o ]—Eﬂﬂ!

can see in the right graph, $50,000 1

Break-Even

$40,000 - Point " ~Total Costs 154

i T ES

the break-even point for this
$30,000 4

company is reached when

T eWmE
Sales($) & Costs($)

5,000 units are sold. It is at el . o
—~ Fixed Costs [EER#

this point that total sales " |

(or gross profit) equal total w3 230 500 750 1080 1230

costs. Now we'll look at a Units Sold

. P
Profit and Loss Statement'’. =

A P& statement starts with the gross income**. Any discounts or
allowances are subtracted to arrive at net*” income. Cost of sales (in this case,
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purchases and shipping) is then P&.L Statement 5%

taken to give gross profit. Gross Total sales @ 340,000
profit margin is calculated as gross Purchases #& 120,000 g«
profit divided by total sales. Shipping &# 13,500 -
o
AT Total cost of sales 133,500
Overhead (Wh'ICh mcludes' Py
rent for your premises, marketing Gross profit £l 206,500
cost.s, wages, tel.ephone, postage, Gross profit margin o o
stationery, etc.) is then subtracted. EFI% -
The remainder is operating profit. Overhead costs f&&14%H 150,000 8
(Burn rate B4 HFEXR) T
Tax is then taken away from Operating profit 56,500 :
operating profit to arrive at net e %
- Tax 8 14,000
profit or loss. You may now calculate ' £
: : : Net profit ;%I 42,500 2
your net profit margin as net profit et profit ' &
divided by total sales. Net profit margin ;$fi% 12.5% 18
o

By looking at both the break-even point and the profit and loss statement,
you can get a quick feel for the basic economics underlying profit and loss of a
corporation. In the next section, we will look at stocks and how they affect the
profits and loss of a company.

A TEREREEN "B FER ) (break-
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Vocabulary

Vocabulary Builder

G 2

1. break-even point (n.phr)

REFE2 > BRWMAREBBRARIIRX
m o RIE—ENEXEMEHAER - HieH
MEBHE - EMEENEA - BRELIBERT
BHEBRANIEENRER -

Cuxrrent

nings Information ll' "~ 4,389.30
wal Gross || ! 9.00 ___——
5 i Date
I_(é‘iégs’ o WSS S 000 1e£:io_3°__
- ——————23 ¥ 4,385.30 5,277:30
=5EA OTAL| Je.289.30 | 8¢
EARNINGS TOTAL 8=, 2012
& a!_:gle Gross - 2 /a7a sl  4,859.12
abled L e W
e I ear to D
tutory & Other Deductions QJH?EEY___:‘;—j
A T AT | okt
eral withhg;g;ggwihhholding 0.00 ae

jtional Fe 133.9‘5] -----

i 1ding ‘0
|§:j.g:11:?hgtat-e withholding Sl 15
62. °
DI
licare Buyout %'_%% 352
tjigagfsabﬂiw Insurance 351.14 |
0.
L8 0.00 |
ts o A S|
3. gross [gros] (a)

EHY  BrY 0 BERIRSIRER ~ HERSURR X
A o EFRIENHEARIG TEEEAREREL <
B

5. fixed
BIER) - N2 PERE RS MEBAIAREE -

[fikst] (@)

2. output [aut,put] (n)

Bl EE HELEERED  ERTEHEA
FrRIES B RS HNBENRE

4. profit [prafit] (n)

R FE - ReHE  HE - RESHENK

AEMTBRER - BB R E@KAKAZE
e

\.i‘. $18.
(n.)
18
HEREEHRLENS  FRSEEREESN
SEMEANERAXZL M - EEF - {)
PERNEE - EHER - IEMAERA -

6. overhead (burn rate) [‘ove'hed]

REMSH (REESHREE - RiEx)



— shipping &

E

7. cost [kost] (n)

B - SERERE ERMNERHSHES - LR
S HEER

9. sales [selz] (n)

HER  BEEXELERNSBOEES - 5
ZUROSRIR ~ EUL

11. income (revenue) ['1n,kam] (n)

FiE (W) - HERRSBOHEEMEEM

Additional Vocabulary

8. loss (deficit) [1os] (n)
BE (FF) - ERARERAEEEEE -

10. profit and loss statement (n. phr)
REFR > BREEER—ZERAERKRA -
B~ SEMAMRRFEF (S0FE) - A
BRZ R RERR o

12. net [net] (a)

ST FEN  EIAERERCE - FTEIR
NEENNEE » WFENFNEWRERRIRA
R

13. gross margin (n. phr)

EFER - BA SHEWANE DL - BHEERER
DirsmBAEERME AR - ENXRREME
FEEIRIER » AR ¢

EME= (BRPA-BERE) /EFKA -

salary sk
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14. volume [‘valjom] (n)

B RIEAFEHNEREE - URHOEEE
HORRTERTE o

stationery X &

LN

Bkm SSOT ANV LI10dd I-1
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Useful Sentences
ERHIR

1. Total Sales is similar in meaning to Gross Income.
HERENEELEWAMEM

2. Shipping is similar in meaning to Delivery.

SEE B I AR - delivery date &

3. Overhead has a different meaning from Wages.
REMER (NEEHER) MERNHEARR -
4. Loss and Deficit are similar in meaning.

BIRNARFEEME L -

5. Output and Income are not similar in meaning.
ELMBAEZRILAMEE o

6. The burn rate of a company needs to be calculated as a loss.
NREEHAFER Gl # F Ahd &) AREMEERIFE -

7. Gross income is the same as total income before subtracting taxes paid.
EWAZERHRBETRAIFEUN ©

8. Net profit is calculated as profit after all costs and taxes have been paid.
RS SATATE AR ERRAIRE

9. “Fixed costs” and “overhead” are other ways of saying “burn rate.”

"EIERA ) M TREMER, B TEREREER ) WEMSUE

10. A loss is the amount by which costs exceed income.
RABBRA < Z R R -

V delivery ZE& ; &

income tax AT

X

2N ——



B Definitions of the Mathematical Operators
ERBBEEFRRNTRE

=X < =

take away
include subtract
plus minus

deduct

multiply by  divide by arrive at
be multiplied be divided by equal
give you

remainder

Equations vs. Expressions

HREENRRIGEA

EHE
1+10
price x output
A + B + tax = net loss

120 -50 =70

output + profit

postage H&E
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EA
Add 1to 10.1 /010
Multiply price by output. Ei%ELES
Include tax in net loss. JFERETE
The remainder of 120 minus 50 is 70.
120/E 50 ERE /& 70

Output is divided by profit. Z=Z[RLIAIE

A discount ##0

L Hun
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