The Story of the Lemonade Girls
According to game-tracking website VGChartz, sales of Nintendo's pop-culture phenom Wii Sports have surpassed those of legendary platformer Super Mario Bros., making the breakout Wii title the best-selling video game of all time. And it only took two years and two months to do it.  Worldwide sales figures ending the week of December 27, 2008, which indicate that lifetime sales of Wii Sports to be over 45 million units, exceeding Mario's 40.24 million units.

Ashley and Cameron Bates, ages 11 and 9, had a dilemma.  All their friends, at least as they perceived the situation, owned Wiis.  Almost anytime they were at a friend’s house, they eventually wound up playing a game on Wii.  They decided that enough was enough.  When their dad would ask them to stop doing something, he liked to quote the words of some old boxer, who said “no mas”; and that’s exactly the way they were feeling.  It was time, they believed, for their parents to get in the 21st century.  
As part of their preparation, they searched the Internet and found the best price for a Wii to be $360.  They then prepared their “pitch” to give to their parents at supper that evening as to the three reasons why they were entitled to a Wii.  
After hearing their case, their parents said they would consider their request and give them their decision the next morning at breakfast.  The young girls slept restlessly that night.  
In their discussion with each other, the parents decided this was a good opportunity to teach the girls some responsibility by getting to earn half of the Wii purchase price, or $180.  In growing up, both parents had worked at part-time jobs, which they both considered to be good experience; in fact, Greg had raised calves when his family lived on their ranch, with any profits going to his college fund.

At breakfast, the parents informed them of their decision.  The girls were somewhat disappointed, but decided that they would try running a lemonade stand on the weekends.  They would set up their business at the edge of a nearby park in the neighborhood, frequented by walkers and runners.  To start the business, they each kicked in $5.  Their mom, being a finance major in college, offered to keep their books for them, thinking it would be good for them to learn about a balance sheet and income statement.  In addition, she offered to make a loan to them to cover some of their initial costs; but that she expected to be paid back within two weeks.  
She presented their beginning balance sheet, which she explained simply reported their assets and how the assets were financed, either from a loan and/or money invested in the business by the owners—Ashley and Cameron in this case.  Their assets at this point consisted of their $10, which they put into a tin can for making change.  This investment also represented their initial “equity” in the business.  Their balance sheet was as follows:
	Assets
	
	
	Loans (debt) and owners' equity

	Cash
	 $10 
	
	 Ashley & Cameron's equity 
	 $   10 

	Total assets
	 $10 
	
	 Total loans & equity 
	 $   10 


Their mom then loaned them $40, which went into the tin can, and the balance sheet was:
	Assets
	
	
	Loans  and owners' equity

	Cash
	 $ 50 
	
	Loan from Mom
	$40 

	Total assets
	 $ 50 
	
	 Ashley & Cameron's equity 
	  10 

	
	
	
	 Total loans & equity 
	$50 


They then used the $40 loan to buy a “premium pink lemonade mix”, which they mom told them is called “inventory” in the business world.  The balance sheet was then:
	Assets
	
	
	Loans and owners' equity

	Cash
	 $  10 
	
	Loan from Mom
	$40 

	Inventory
	     40 
	
	 Ashley & Cameron's equity 
	  10 

	Total assets
	 $  50 
	
	 Total loans & equity 
	$50 


Come Saturday morning, they were set to go.  Choosing a prime location and prepared to serve up some very fine ice-cold pink lemonade, the young entrepreneurs opened for business.  A hot and sunny day worked to their advantage.  They sold 40 cups at the ridiculously high price of $1 apiece, which was four times their cost of 25 cents, making a $30 profit computed as follows:

	Sales
	 $  40

	Cost of lemonade
	10

	Profits
	 $  30 


Their balance sheet at the end of the day looked as follows:

	Assets
	
	
	Loans (debt) and owners' equity

	Cash
	 $  50 
	
	Loan from Mom
	 $ 40 

	Inventory  
	     30 
	
	 Ashley & Cameron's equity 
	    40 

	Total assets
	 $  80 
	
	 Total loans & equity 
	 $ 80 


We see that cash increased $40 from the day’s sales; inventory was reduced by the $10 of lemonade mix consumed during the day; and the girl’s equity increased by the $30 profits—after all, it is their business and they get the profits.

Being quite the little business women, Ashley and Cameron knew that not all passers-by carried cash.  So for the next day, Sunday, they had a signup sheet where customers could record their contact information and would pay them at any time during the rest of the week. Half of their customers took them up on the option to pay later.  With Sunday being another hot day, they doubled their sales, selling 80 glasses.  When their mom “closed the books” that evening, their income statement and the ending balance sheet appeared as follows: 
	Sales
	 $  80 
	
	
	

	Cost of lemonade
	20
	
	
	

	Profits
	 $  60 
	
	
	

	
	
	
	
	

	Assets
	
	
	Loans (debt) and owners' equity

	Cash
	 $  90 
	
	Loan from Mom
	  $40 

	Accts receivables
	     40 
	
	 Ashley & Cameron's equity 
	  100 

	Inventory 
	     10 
	
	 Total loans & equity 
	$140 

	Total assets
	 $140 
	
	
	


This time, cash increased by the same $40 as it did on Saturday, despite selling $80 of lemonade.  The remaining $40 was still owed by their customers who bought lemonade on credit; money that the girls hoped to collect during the week.  This asset they learned was called “accounts receivable” in business jargon.  The inventory declined by $20, again the result of the lemonade used up in their sales.  Finally, their equity increased by the amount of the profits earned for the day, or $60.

On Sunday evening, they assessed their situation, and felt satisfied with their business.  They could see that by doing as well on the next weekend, they could repay their mom on the loan and have enough to pay for their part of the Wii—provided they could collect the money owed them from customers.
Not wanting to take a chance of not meeting their goal on the next weekend, they decided to relocate their operation to Town Lake, an area in their town where joggers and walkers were much more plentiful than in their local neighborhood.  They would hire two friends, paying each $10 a day, and set up three stands.  Also, they would hire their little sister, Erin, for $5 to make calls during the week on their credit customers from the past weekend.  By weekend, young Erin had convinced every customer to send their $1 in the mail.  With the money collected, the balance sheet was as follows:
	Assets
	
	
	Loans (debt) and owners' equity

	Cash
	 $130 
	
	Loan from Mom
	  $40 

	Accts receivable
	       0   
	
	 Ashley & Cameron's equity 
	  100 

	Inventory 
	     10 
	
	 Total loans & equity 
	$140 

	Total assets
	 $140 
	
	
	


Hoping their new strategy for the following weekend would be successful, they purchased $60 in lemonade mix.  The resulting balance sheet was now:
	Assets
	
	
	Loans (debt) and owners' equity

	Cash
	 $  70 
	
	Loan from Mom
	  $40 

	Accounts receivable
	       0
	
	 Ashley & Cameron's equity 
	  100 

	Inventory 
	     70 
	
	 Total loans & equity 
	$140 

	Total assets
	 $140 
	
	
	


They arrived early on Saturday morning to get their stands set up in hopes of catching a lot of the early joggers and walkers.  They again offered the lemonade on credit for anyone who did not have cash with them.  By the day’s end, they were ecstatic by the outcome, selling 160 glasses!  After paying their two friends $20 and paying Erin $5 for her collection work, they made a whopping $95 in profits:
	Sales
	 $160 

	Cost of lemonade 
	     40

	Gross profits
	$120

	Salaries
	25

	Net profits
	 $  95 


The balance sheet at the end of the day appeared as follows:

	Assets
	
	
	Loans (debt) and owners' equity

	Cash
	 $125 
	
	Loan from Mom
	 $ 40 

	Accts receivable
	     80 
	
	 Ashley & Cameron's equity 
	  195 

	Inventory 
	     30 
	
	 Total loans & equity 
	$235 

	Total assets
	 $235 
	
	
	


Now the cash increased by the cash sales of $80 for the day less the $25 in salaries paid their employees.  Accounts receivables increased by the amount of the credit sales, and inventory decreased by the $40, the cost of the lemonade.  Their equity again increased by the amount of the profit, or $95.  They were now confident they would more than achieve their goal on their final day of business.  They decided that they would sell until they were out of lemonade mix or at the end of the day, whichever came first.  They also would not sell anymore on credit.  
They felt excited as they arrived at their locations on Sunday morning, with their two friends in tow.  By early afternoon, they had sold 120 cups, which totally depleted their inventory of lemonade mix.  Also, during the day, 40 of their credit customers from the prior day paid up what they owed, which left 40 individuals still owing money.  The concluding financial results for the day were as follows:

	Sales
	 $120 
	
	
	

	Cost of lemonade
	30
	
	
	

	Gross profits
	 $  90 
	
	
	

	Salaries
	20
	
	
	

	Net profits
	 $  70 
	
	
	

	
	
	
	
	

	Assets
	
	
	Loans (debt) and owners' equity

	Cash
	 $265 
	
	Loan from Mom
	 $  40 

	Accts receivable
	     40 
	
	 Ashley & Cameron's equity 
	   265 

	Inventory 
	      -0  
	
	 Total loans & equity 
	 $305 

	Total assets
	 $305 
	
	
	


The cash is now at $265 as a result of the beginning cash for the day of $125 plus the day’s sales of $120, and plus the $40 collected on the prior day’s credit sales.  The girl’s equity again increased by the profits for the day. 
Ashley and Cameron had more than exceeded their fondest expectations.  At supper that evening, they paid their mom the $40 they owed her; and put $180 on the table and instructed their dad to match it so they could get on the waiting list for their Wii, which he did. There was still $45 in their tin can, which they split equally—with big grins on their faces.  And they still had $40 owed from customers.  The final balance sheet after the distributions looks as follows:

	Assets
	
	
	Loans (debt) and owners' equity

	Cash
	 $  0   
	
	Loan from Mom
	 $  0   

	Accts receivable
	   40 
	
	 Ashley & Cameron's equity 
	   40 

	Inventory
	     0 
	
	 Total loans & equity 
	 $40 

	Total assets
	 $ 40 
	
	
	


Now the only asset is the $40 in accounts receivables, which they hope to collect during the next week—or at least most of it.  The loan to their mom is paid off.  Finally, their equity decreased by $225, the $180 disbursed for the Wii and the $45 that they pocketed.  

As they went to bed that night, they discussed the possibility of starting a summer business, building on their successes over the past two weekends.  The entrepreneurial flame had been lit and they had big dreams of what was possible!
