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~ Choose Another Issue ABSTRACT: This case presents an introduction to the primary financial state-

EEE— ments and related fundamental concepts, such as cash versus accrual account-
e ing, matching and the usefuiness of financial information to decision makers.

The case can be used at both the undergraduate and graduate levels. It pro-
1296 vides the instructor the opportunity to present a brief overview or an extended
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introduction to financial accounting and reporting.

The case takes the student through the entire accounting process, from prepa-
ration to evaluation of financial statements, for a newly formed company that is
attempting to obtain venture capital financing. The case begins with a descri
tion of the business and its beginning balance sheet, followed by a set of pro-
jected events for the first year of production. It uses a transactional analysis
‘approach that does ot require the use of debits and credts, and requires no
prior knowledge of accounting mechanics. The analysis also demonstrates the
interrelations among the financial statements. Finally, the case requests stu-
dents to first take management's perspective in preparing the financial state-
ments, and then to switch fo an investor's role in evaluating the firn's financial
performance. An innovative feature of ths case is that it is based on an actual
start-up firm and was prepared in consulation with several venture capitalists.

INTRODUCTION

\OHN Thomas works for a fir that i L+ Alciatore is an Assistant Profes-

sor of Accounting at Louisiana State

Loading
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designs and manufactures floppy

diskettes and diskette drives. He
has worked in this area for 20 years, all
the while pursuing the goal of starting
his own business. Since beginning his
career, John has worked in his spare
time on developing advances in diskette
technology. In fact, he has successfully
patented one of his ideas, and has the
rare distinction of being recognized as
an “inventor by the Internal Revenue
Service. Frustrated by the management
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University and Visiting Assistant Profes-
sor of Accounting at London Business
School and Phil Drake is an Assistant
Professor of Accounting at Southern
Methodist University.

We are grateful for the information and as-
sistance from the founders of the company
‘on which this case was based. We also ap-
preciate the assistance of Paul Quifiones,
Jerry White, Kirk Tennant and Armand
Alciatore.
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