Chapter 19
Financial Statements For a Corporation
Notes Packet

Section 1: The Ownership of a Corporation 
· Why It’s Important: To properly prepare end-of-period financial reports for a corporation, you need to understand how equity for a corporation is handled and the differences in equity between corporations and sole proprietorships.
Recording the Ownership of a Corporation
· A ________________________ is owned by one person. A corporation can be owned by one person or by thousands of people. 

· The ownership of a corporation is represented by ____________ __________.

· _________________ (replaces _________________) represents the investments in the corporation by its stockholders (owners).

· Capital Stock is classified as a _____________________________.
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For Example: On January 1, stockholders invested $25,000 in exchange
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Income Statement

For the Year Ended December 31, 20--

Revenue:
Sales 32045 0|00
Less: Sales Discounts 7| 00
Sales Returns and Allowances 2|0 00

Net Sales

1317|

Figure 19-1 Glencoe Accounting First Year ©2000
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Income Statement

For the Year Ended December 31, 20--

Revenue:

Sales 320
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Sales Returns and Allowances 2 00

Net Sales

Cost of Merchandise Sold:

Merchandise Inventory, January 1, 20--

Purchases 206|7.0.0/00

Plus: Transportation In 4|036/18

Cost of Delivered Merchandise 210|736|18

Less: Purchases Discounts 1/34/0/00

Purchases Returns and Allowances 1/800/00 3|140/00
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Net Purchases 207, 18
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Cost of Merchandise Available 292 18
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Merchandise Inventory, December 31, 20-- 81 00

Cost of Merchandise Sold 211

)

Gross Profit on Sales 106

Figure 19-2 Glencoe Accounting First Year ©2000




for shares of stock of the corporation, Receipt 997.
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Statement of Retained Earnings

For the Year Ended December 31, 20--

Retained Earnings, January 1, 20-- 19(771|19
Net Income 32167 4|72
Retained Earnings, December 31, 20-- 52|4/14/5(91

Figure 19-5 Glencoe Accounting First Year ©2000





Stockholders’ Equity
· We are dealing with corporations so the Owner’s Equity section of the balance sheet is now called the ____________________________.

· The _____________ of Stockholder’s Equity is _______________ ________________________________. This amount is comparable to investments made by the owner in a sole proprietorship.

· The _________________ of stockholder’s equity is the _________ ____________________________________________________. 

· This is comparable to the amount of Net Income minus the Withdrawals in a sole-proprietorship. 

· ___________________________ represents the increase in stockholders’ equity from the portion of net income not distributed to the stockholders.

· ___________________________ is a stockholder’s equity account. Like Capital Stock, it ____________________________.

Characteristics of Financial Information
Financial statements are used by many groups.

· ________________ analyze the financial statements to ______ _________________________________________________.

· ________________ are interested in the _________________ _________________________________________________.

· ________________ want to know the ____________________ _________________________________________________.

· ____________________, ________________, ___________, and the __________________ are also interested in the _________________________________________________.

WHAT DO THEY COUNT ON? 
1. ________________________
· For accounting information to be useful, it must be ______________________________________. 

· ____________________ allows accounting information to be __________________________ ________________________________________.

· Therefore, the ____________________________ and the __________________________________. That way trends can be analyzed and patterns identified… (
2. ________________________
· Users of accounting data _____________________ ________________________________________. 

· __________________ relates to the __________ ________________________________________.

· Big problem in recent years … think Enron!

3. ________________________
· Not all information about a business is relevant to financial decision making.

· __________________ means that the __________ ________________________________________.
4. ________________________
· To “____________” means “_________________ _____________.”

· _____________________ means that __________ ________________________________________.

5. ________________________
· If something is “___________,” _______________.

· __________________ means that _____________ ________________________________________.
Financial Statements
· On Your Mark Athletic Wear is a merchandising corporation.

· They prepare three different financial statements: 
1. ________________________________
2. ________________________________
3. ________________________________
Section 2: The Income Statement:
· The ______________________ reports the _________________ ____________________________________________________.

· An income statement for a merchandising business has five sections:

The Revenue Section
· This section reports the ___________________ ___________________. 

The Cost of Merchandise Sold Section

The “_________________________” is the _________________ ____________________________________________________.
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Net Purchases

______________________ is ____________________________ ____________________________________________________. 
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The Gross Profit on Sales Section
· The ___________________________ is ___________________ ____________________________________________________. 

· Gross profit on sales is found by ___________________________ ____________________________________________________.
The Operating Expenses Section

· _____________________ are ___________________________ ____________________________________________________.
The Net Income Section
· The final section of the income statement ____________________ ____________________________________________________.

· _______________________ is the amount of ________________ ____________________________________________________.

· To calculate operating income, _____________________________ ____________________________________________________.

· Once you have your Operating Income, you are almost done! All that is left to do? 

· Just subtract out ____________________________________.

· What you are left with is the _____________________________!

Analyzing Amounts on the Income Statement
· The income statement is _________________________________ ____________________________________________________.

· With _____________________, each dollar amount reported on a financial statement is also reported as a percentage of another amount, called a _____________, appearing on that same statement.

Section 3: 
Statement of Retained Earnings & Balance Sheet

The Statement of Retained Earnings
· A _______________________________ reports the _________ ____________________________________________________. 

· These changes result from _______________________________ ____________________________________________________.


The Balance Sheet
· The __________________ reports the balances of ____________ ____________________________________________________.
Analyzing Amounts on the Balance Sheet

· _________________________ is the ______________________ _________________________________________________ and the determination of changes from one period or date to the next.

· There are many formulas and ratios to help you complete a horizontal analysis. Let’s look at an example…
Working Capital
· The ________________________________________________ is known as ______________________.  Because current liabilities are usually paid for out of current assets, working capital represents the ________________________________________________.

Current Assets          –           Current Liabilities    =   Working Capital

       -                                           =
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 Capital Stock








