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Chapter 9: Financial Statements for a Sole Proprietorship

Section 1: The Income Statement
The _____ Step in the Accounting Cycle: ___________________________

The primary financial statements prepared for a sole proprietorship are the income statement and the balance sheet.  A third statement, the statement of changes in owner’s equity, is also often prepared. 
The Income Statement:

The income statement reports the net income or net loss for the period.

It contains the following sections:

· ____________________________________________
· ____________________________________________
· ____________________________________________
· ____________________________________________
Where are we getting the numbers for the income statement? _______________________
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The Revenue Section for More Than One Revenue Account:
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A) Write “__________” on the first line at the left side of the form.

B) Enter the revenue ________ ________ beginning on the second line, indented about half an inch.

C) Draw a ______ _____ under the last revenue account.

D) Write the words “______ ________” indented about one inch.

E) Enter the _________ of the revenue account(s) in the second column (total column).
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The Revenue Section:

A) Write “__________” on the first line at the left side of the form.

B) Enter the revenue account name beginning on the second line, indented about half an inch.

C) Write the ______ of the account in the ________ ________.  
The Expense Section:

D) On the line following the revenue section, write “________” at the left side of the form.

E) On the following lines, write the names of the ________ ________, indented half an inch, in the order that they appear on the work sheet. Enter their individual __________ in the first amount column. 

F) Draw a ______ _____ under the last expense account balance.

G) Write the words “______ ________” on the line following the last expense account name, indented about one inch.

H) Add the _________ for all the expense accounts. Write the total expenses amount in the _________ amount column.

The Net Income Section:
I) Draw a ______ _____ under the total expenses amount.

J) ________ the total expenses from the total revenue to find ____  ______.

K) On the same line, write the words “_____ ________” at the left side of the form.

L) If the amount of net income matches the amount shown on the work sheet, draw a _______ _____ under the net income amount.
Section 2: The Statement of Changes in Owner’s Equity
The Statement of Changes in Owner’s Equity

The information to prepare this statement is found in three places:

· ____________________________________________
· ____________________________________________
· ____________________________________________



A) Write the words “______________ ________” followed by a comma and then by the first day of the period.

B) In the second amount column, enter the ________ of the capital account at the beginning of the period.

C) Enter the _________ ___ ____ ________ ________, investments made by the owner. Write “______________________.”

D) Enter the _____ investment in the first amount column. 
E) Write the words “_____________.” In the first amount column, enter the net income amount from the income statement. Draw a ______ _____ under the net income amount.

F) Write the words, “______________________” on the next line at the left side of the form. Add the investments by owner and net income amounts and enter the ______ in the second amount column. Draw a _______ _____ under the amount.

G) Write “_______” on the next line, at the left side of the form. Add the amounts for beginning capital and total increase in capital. Enter the result in the ______________________________.

H) The next section of the statement lists the _________ to the capital account: ____________________. When there is no net loss, write the words “______________________” at the left side of the form. Enter the withdrawals amount in the second amount column. Draw a _______ _____ under that amount.
I) On the next line, at the left side of the form, write the words “__________________” followed by a comma and the last day of the period.

J) ________ the withdrawals amount from the subtotal to determine the ending balance of the capital account. Finally, draw a ________ _____ below the ending capital amount.

Beginning Capital 
+ Investments 
+ Net Income 
- Withdrawals 
 Ending Capital

Name: _______________
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