Chapter 3: Statements of Income and Comprehensive Income

Assignment 3-5 (WEB)

Requirement 1

Biggler Manufacturing

Income Statement (single-step)

For Year Ended 31 December 20x5

Revenues and gains:


Sales revenue


$745,200


Rent revenue


2,400


Interest revenue


900


Gain on sale of capital assets


     2,000


Total revenues and gains


750,500

Expenses:


Cost of goods sold

$330,000


Distribution expenses

136,000


General and administrative expenses

110,000


Interest expense

1,500


Depreciation

6,000


Loss on court-ordered divestiture

  19,000

Income tax expense ($750,500 – $602,500) × 20%

  29,600


Total expenses


   632,100
Income before extraordinary item and discontinued operations


118,400

Loss from discontinued operations


   30,400

Net income


$ 88,000
*
Loss from discontinued operations

$28,000


Loss on sale of discontinued operations 

  10,000



Total loss 

38,000


Income tax benefit at 20% 

   7,600


Net loss from discontinued operations after tax 

$30,400
Requirement 2

Biggler Manufacturing

Income Statement (multiple-step)

For the Year Ended 31 December 20x5

Sales revenue


$745,200

Cost of goods sold


  330,000

Gross margin on sales


415,200

Operating expenses:


Distribution expenses

$136,000


General and administrative expenses

110,000


Depreciation expense

    6,000
  252,000
Income from operations


163,200

Other revenues and gains:


Rent revenue

$2,400


Interest revenue

900

Gain on sale of operational assets

  2,000
5,300

Other expenses:


Interest expense

   1,500
     3,800
Income before unusual item, income taxes and  



discontinued operations


167,000

Unusual item:


Loss on court-ordered divestiture


   19,000
Earnings before income taxes and discontinued operations


148,000


Income tax on continuing operations


   29,600
Earnings from continuing operations 


118,400
Loss on discontinued operations, net of tax of $7,600


   30,400
Net income


$ 88,000
Note:
 Format for multiple step income statements is not standardized and acceptable variations may be presented.

These income statements are formatted by function. The different functions are sales and cost of sales, distribution, general and administration, and other. Each of those functions would contain expenses of a common nature such as employee salaries, supplies, rent, and so forth.

Assignment 3-7

Requirement 1 – functional basis, single-step format

Montreal Retail Corporation

Income Statement

Year Ended 31 December 20x6

Revenues and gains:


Sales revenue (less sales returns, $5,000)


$520,000


Rent revenue


4,000


Investment revenue


      3,000


Total revenues and gains


527,000

Expenses and losses:


Cost of goods sold

$102,000


Employee wages, salaries, and benefits

100,000


Depreciation 

50,000


Distribution expenses

106,000


General and administrative expenses 

46,000


Warehousing expense

20,000


Fire loss

20,000


Loss on sale of noncurrent assets 

13,000


Interest expense

6,000


Income tax expense ($527,000 – $463,000) × 20%

   12,800


Total expenses and losses


 475,800
Earnings from continuing operations 


27,200

Gain (loss) from discontinued operation:


Earnings until date of disposal, net of $4,000 taxes
    16,000

Gain (loss) on disposal, net of $6,000 tax recovery

 (24,000)
    (8,000)

Net income and comprehensive income


$  43,200
