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PART IV 
 

1) Profit & Loss Statements and Balance Sheet 

(basics) 

2) The Cash-Flow Quadrant 

(understanding the differences between 
Employees, Self-employed, Business Owners, 
Investors) 
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1) Profit & Loss Statements and Balance Sheet 

                

                

 

When looking at a race, there are two elements we look at: 

 Lap time – the performance during one lap [‘round’] of the race 
(this indicates evolution over a period of time) 

 Position at certain critical moments 
(this indicates status at a chosen moment of time) 
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1) Profit & Loss Statements and Balance Sheet 

 

The basic structure of a P & L statement consists of three lines: 

 income/revenues—how much money is coming in; 
 expenses—how much money is going out; 
 profit/loss—the difference between the income/revenues and expenses. 
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1) Profit & Loss Statements and Balance Sheet 

The basic structure of a balance sheet is two columns: 

 Assets, the left column. 
(this column shows "what we have.") 

 Liabilities, the right column. 
(this column shows "obligations for the future" and "how we paid for the assets 
shown in the left column.") 
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1) Profit & Loss Statements and Balance Sheet 

The basic structure of a balance sheet is two columns: 

 Assets, the left column. 
 Liabilities, the right column. 
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2) The Cash-Flow Quadrant 

 

Employee 
 someone who has a job 

 
Self-Employed 

 someone who owns a job 
 
Business Owner 

 someone who owns a system and 
leverages other people’s skills and 
time 

 
Investor 

 someone who uses money and debt 
to generate income 
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2) The Cash-Flow Quadrant 

 
 

 

 
 

2) Limited by Time and Market 
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2) The Cash-Flow Quadrant 
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