cpa prepared financial statements
sample

CPA prepared financial statements sample serve as an essential tool for businesses,
investors, and stakeholders to understand the financial health and performance of an
entity. These statements include the balance sheet, income statement, and cash flow
statement, all of which are prepared by a Certified Public Accountant (CPA) to ensure
accuracy and compliance with accounting standards. In this article, we will explore what
CPA prepared financial statements are, their components, the benefits of having them
prepared, and provide a sample format for each type of statement.

Understanding CPA Prepared Financial
Statements

CPA prepared financial statements are comprehensive documents that summarize a
company's financial activity over a specific period. Unlike unaudited financial statements,
which can be prepared internally, CPA prepared statements undergo a review or audit
process, enhancing their credibility and reliability.

Key Elements of CPA Prepared Financial Statements

1. Balance Sheet: This statement provides a snapshot of a company’s assets, liabilities, and
equity at a specific point in time.

- Assets: Resources owned by the company, such as cash, inventory, and property.

- Liabilities: Obligations owed to outsiders, including loans and accounts payable.

- Equity: The residual interest in the assets of the entity after liabilities are deducted,
representing the ownership interest.

2. Income Statement: Also known as the profit and loss statement, this document shows
the company’s revenues and expenses over a period, ultimately revealing the net profit or
loss.

- Revenues: Money earned from sales of goods or services.

- Expenses: Costs incurred in the process of earning revenues, such as operating
expenses, interest, and taxes.

- Net Income: The difference between total revenues and total expenses.

3. Cash Flow Statement: This statement tracks the flow of cash in and out of the business,
categorized into operating, investing, and financing activities.

- Operating Activities: Cash flows generated from the primary business operations.

- Investing Activities: Cash flows from the acquisition and disposal of long-term assets.

- Financing Activities: Cash flows related to borrowing and repaying debt, as well as
issuing or repurchasing stock.



The Importance of CPA Prepared Financial
Statements

Having financial statements prepared by a CPA is critical for several reasons:

1. Credibility: CPA prepared financial statements carry a level of credibility that self-
prepared statements do not. Investors and lenders often require CPA prepared statements
to assess the company's financial health accurately.

2. Compliance: CPA firms ensure that the financial statements comply with Generally
Accepted Accounting Principles (GAAP) or International Financial Reporting Standards
(IFRS), depending on the jurisdiction.

3. Insightful Analysis: A CPA can provide valuable insights and analyses that can help
management make informed decisions about the future of the business.

4. Tax Preparation: Accurate financial statements are crucial for tax reporting and
compliance, helping to minimize the risk of audits and penalties.

5. Investment and Loan Acquisition: When seeking investments or loans, businesses are
often required to provide CPA prepared financial statements to demonstrate their financial
stability.

Sample Format of CPA Prepared Financial
Statements

To better understand CPA prepared financial statements, let’s look at sample formats for
each type.

Sample Balance Sheet

XYZ Corporation
Balance Sheet
As of December 31, 2023

Assets

Current Assets:

Cash and Cash Equivalents $100,000
Accounts Receivable $50,000
Inventory $75,000

Prepaid Expenses $10,000

Total Current Assets $235,000



Non-Current Assets:

Property, Plant and Equipment $300,000
Less: Accumulated Depreciation ($50,000)
Total Non-Current Assets $250,000

Total Assets $485,000

Liabilities

Current Liabilities:

Accounts Payable $40,000
Short-term Debt $30,000

Total Current Liabilities $70,000

Long-term Liabilities:
Long-term Debt $100,000
Total Long-term Liabilities $100,000

Total Liabilities $170,000

Equity

Common Stock $250,000
Retained Earnings $65,000
Total Equity $315,000

Total Liabilities and Equity $485,000

Sample Income Statement

XYZ Corporation
Income Statement
For the Year Ended December 31, 2023

Revenues

Sales Revenue $500,000
Service Revenue $150,000
Total Revenues $650,000

Expenses

Cost of Goods Sold $300,000
Operating Expenses $100,000
Depreciation Expense $10,000
Interest Expense $5,000

Tax Expense $15,000

Total Expenses $430,000

Net Income $220,000



Sample Cash Flow Statement

XYZ Corporation
Cash Flow Statement
For the Year Ended December 31, 2023

Cash Flows from Operating Activities

Net Income $220,000

Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation Expense $10,000

Changes in Working Capital:

Accounts Receivable ($20,000)

Inventory ($15,000)

Accounts Payable $10,000

Net Cash Provided by Operating Activities $205,000

Cash Flows from Investing Activities
Purchase of Property, Plant and Equipment ($50,000)
Net Cash Used in Investing Activities ($50,000)

Cash Flows from Financing Activities

Proceeds from Long-term Debt $100,000
Repayment of Short-term Debt ($30,000)

Net Cash Provided by Financing Activities $70,000

Net Increase in Cash $225,000
Cash at Beginning of Year $100,000
Cash at End of Year $325,000

Conclusion

In conclusion, CPA prepared financial statements sample illustrate the structured
presentation of a company's financial position, performance, and cash flows. These
statements are vital for stakeholders, including management, investors, and creditors,
who rely on accurate and credible financial information to make informed decisions. By
engaging a CPA to prepare financial statements, businesses ensure compliance with
accounting standards, enhance their credibility, and obtain critical insights that can drive
strategic decision-making. Whether for internal use or external reporting, having CPA
prepared financial statements is an indispensable practice for any serious business entity.

Frequently Asked Questions



What are CPA prepared financial statements?

CPA prepared financial statements are financial reports that are compiled, reviewed, or
audited by a Certified Public Accountant (CPA) to ensure accuracy and compliance with
accounting standards.

What is the difference between compiled and reviewed
financial statements?

Compiled financial statements are prepared based on information provided by
management without assurance, while reviewed financial statements involve limited
procedures to provide moderate assurance that there are no material modifications
needed.

Why are CPA prepared financial statements important
for small businesses?

They provide credibility to the financial reports, which can help in securing loans,
attracting investors, and complying with regulatory requirements.

What components are typically included in CPA
prepared financial statements?

They generally include the balance sheet, income statement, cash flow statement, and
sometimes a statement of changes in equity, along with accompanying notes.

How can I find a sample of CPA prepared financial
statements?

You can find samples through accounting firms' websites, educational institutions, and
professional organizations that provide resources for accounting practices.

What is the cost associated with obtaining CPA
prepared financial statements?

The cost can vary widely depending on the complexity of the business and the CPA's fees,
but it generally ranges from a few hundred to several thousand dollars.

Can CPA prepared financial statements be used for tax
purposes?

Yes, CPA prepared financial statements can be used for tax purposes as they provide a
reliable overview of a company's financial position, which is useful for tax reporting and
planning.
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