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Teacher Resources
	Resource
	Description

	Teacher Resource 6.1
	Financial Statements: Domingo’s Dance Studio

	Teacher Resource 6.2
	Presentation and Notes: The Income Statement (includes separate PowerPoint file)

	Teacher Resource 6.3
	Modeling Template: Ike’s MP4 Tutorial Income Statement (separate Excel file)

	Teacher Resource 6.4
	Answer Key: Ike’s MP4 Tutorial Income Statement

	Teacher Resource 6.5
	Answer Key: Sally’s Surf and Scuba Income Statement 

	Teacher Resource 6.6
	Answer Key: Rosa’s Bicycle Rentals Income Statement 

	Teacher Resource 6.7
	Quiz: The Income Statement

	Teacher Resource 6.8
	Answer Key: The Income Statement Quiz

	Teacher Resource 6.9
	Statement Templates: Student Practice (separate Excel file)

	Teacher Resource 6.10
	Key Vocabulary: The Income Statement


Teacher Resource 6.1
Financial Statements: Domingo’s Dance Studio
	Domingo’s Dance Studio

	GENERAL JOURNAL

	
	
	
	
	Page 1

	DATE
	DESCRIPTION
	POST REF
	DEBIT
	CREDIT

	2/1/2013
	Cash
	101
	2,000.00
	 

	 
	     Capital - Domingo
	301
	 
	2,000.00

	 
	          Memo #1
	 
	 
	 

	2/2/2013
	Equipment - Boom Box
	150
	300.00
	 

	 
	     A/P - Music Minds
	250
	 
	300.00

	 
	          Invoice 2020
	 
	 
	 

	2/3/2013
	Rent
	560
	400.00
	 

	 
	     Cash
	101
	 
	400.00

	 
	          Check 101
	 
	 
	 

	2/4/2013
	Advertising Expense
	505
	500.00
	 

	 
	     A/P - Toledo Tribune
	260
	 
	500.00

	 
	          Invoice 6444
	 
	 
	 

	2/5/2013
	Telephone Expense
	570
	50.00
	 

	 
	     A/P - Veriphone
	270
	 
	50.00

	 
	          Invoice 4454
	 
	 
	 

	2/7/2013
	Cash
	101
	600.00
	 

	 
	     Revenue
	401
	 
	600.00

	 
	          Receipts 001-015
	 
	 
	 

	2/8/2013
	Music Expense
	50
	80.00
	 

	 
	     Cash
	101
	 
	80.00

	 
	          Check 102, bought 4 CDs
	 
	 
	 

	2/14/2013
	A/R - Mohammed
	120
	160.00
	 

	 
	     Revenue
	401
	 
	160.00

	 
	          Invoice 001
	 
	 
	 

	2/15/2013
	Withdrawals - Domingo
	310
	1,000.00
	 

	 
	     Cash
	101
	 
	1,000.00

	 
	          Check 103
	 
	 
	 





	Domingo’s Dance Studio

	GENERAL LEDGER

	
	
	
	
	
	
	

	ACCOUNT
	Cash
	ACCOUNT NO.
	101

	
	
	
	
	
	
	

	
	
	
	
	
	BALANCE

	DATE
	DESCRIPTION
	POST REF
	DEBIT
	CREDIT
	DEBIT
	CREDIT

	2/1/2013
	 
	G1
	2,000.00
	 
	2,000.00
	 

	2/3/2013
	 
	G1
	 
	400.00
	1,600.00
	 

	2/7/2013
	 
	G1
	600.00
	 
	2,200.00
	 

	2/8/2013
	 
	G1
	 
	80.00
	2,120.00
	 

	2/15/2013
	 
	G1
	 
	1,000.00
	1,120.00
	 

	
	
	
	
	
	
	

	ACCOUNT
	A/R - Mohammed
	ACCOUNT NO.
	120

	
	
	
	
	
	
	

	
	
	
	
	
	BALANCE

	DATE
	DESCRIPTION
	POST REF
	DEBIT
	CREDIT
	DEBIT
	CREDIT

	2/14/2013
	 
	G1
	160.00
	 
	160.00
	 

	
	
	
	
	
	
	

	ACCOUNT
	Equipment - Boom Box
	ACCOUNT NO.
	150

	
	
	
	
	
	
	

	
	
	
	
	
	BALANCE

	DATE
	DESCRIPTION
	POST REF
	DEBIT
	CREDIT
	DEBIT
	CREDIT

	2/2/2013
	 
	G1
	300.00
	 
	300.00
	 

	
	
	
	
	
	
	

	ACCOUNT
	A/P - Music Minds
	ACCOUNT NO.
	250

	
	
	
	
	
	
	

	
	
	
	
	
	BALANCE

	DATE
	DESCRIPTION
	POST REF
	DEBIT
	CREDIT
	DEBIT
	CREDIT

	2/2/2013
	 
	G1
	 
	300.00
	 
	300.00

	
	
	
	
	
	
	

	ACCOUNT
	 A/P - Toledo Tribune
	ACCOUNT NO.
	260

	
	
	
	
	
	
	

	
	
	
	
	
	BALANCE

	DATE
	DESCRIPTION
	POST REF
	DEBIT
	CREDIT
	DEBIT
	CREDIT

	2/4/2013
	 
	G1
	 
	500.00
	 
	500.00

	
	
	
	
	
	
	

	ACCOUNT
	A/P - Veriphone
	ACCOUNT NO.
	270

	
	
	
	
	
	
	

	
	
	
	
	
	BALANCE

	DATE
	DESCRIPTION
	POST REF
	DEBIT
	CREDIT
	DEBIT
	CREDIT

	2/5/2013
	 
	G1
	 
	50.00
	 
	50.00

	
	
	
	
	
	
	




	ACCOUNT
	Withdrawals - Domingo
	ACCOUNT NO.
	310

	
	
	
	
	
	
	

	
	
	
	
	
	BALANCE

	DATE
	DESCRIPTION
	POST REF
	DEBIT
	CREDIT
	DEBIT
	CREDIT

	2/15/2013
	 
	G1
	1,000.00
	 
	1,000.00
	 

	
	
	
	
	
	
	

	ACCOUNT
	Dance Lesson Revenue
	ACCOUNT NO.
	401

	
	
	
	
	
	
	

	
	
	
	
	
	BALANCE

	DATE
	DESCRIPTION
	POST REF
	DEBIT
	CREDIT
	DEBIT
	CREDIT

	2/7/2013
	 
	G1
	 
	600.00
	 
	600.00

	2/14/2013
	 
	G1
	 
	160.00
	 
	760.00

	
	
	
	
	
	
	

	ACCOUNT
	Advertising Expense
	ACCOUNT NO.
	550

	
	
	
	
	
	
	

	
	
	
	
	
	BALANCE

	DATE
	DESCRIPTION
	POST REF
	DEBIT
	CREDIT
	DEBIT
	CREDIT

	2/4/2013
	 
	G1
	500.00
	 
	500.00
	 

	
	
	
	
	
	
	

	ACCOUNT
	Music Expense
	ACCOUNT NO.
	550

	
	
	
	
	
	
	

	
	
	
	
	
	BALANCE

	DATE
	DESCRIPTION
	POST REF
	DEBIT
	CREDIT
	DEBIT
	CREDIT

	2/9/2013
	 
	G1
	80.00
	 
	80.00
	 

	
	
	
	
	
	
	

	ACCOUNT
	Rent Expense
	ACCOUNT NO.
	560

	
	
	
	
	
	
	

	
	
	
	
	
	BALANCE

	DATE
	DESCRIPTION
	POST REF
	DEBIT
	CREDIT
	DEBIT
	CREDIT

	2/3/2013
	 
	G1
	400.00
	 
	400.00
	 

	
	
	
	
	
	
	

	ACCOUNT
	Telephone Expense
	ACCOUNT NO.
	570

	
	
	
	
	
	
	

	
	
	
	
	
	BALANCE

	DATE
	DESCRIPTION
	POST REF
	DEBIT
	CREDIT
	DEBIT
	CREDIT

	2/5/2013
	 
	G1
	50.00
	 
	50.00
	 

	
	
	
	
	
	
	








	Domingo’s Dance Studio

	Trial Balance

	February 28, 2013

	 
	 
	 

	 
	Debits
	Credits

	Cash
	1,120.00
	 

	Accounts Receivable - Mohammed
	160.00
	 

	Equipment
	300.00
	 

	Accounts Payable - Music Minds
	 
	300.00

	Accounts Payable - Toledo Tribune
	 
	500.00

	Accounts Payable - Veriphone
	 
	50.00

	Capital - Domingo
	 
	2,000.00

	Withdrawals - Domingo
	1,000.00
	 

	Dance Lessons Revenue
	 
	760.00

	Advertising Expense
	500.00
	 

	Music Expense
	80.00
	 

	Rent Expense
	400.00
	 

	Telephone Expense
	50.00
	 

	     TOTAL
	3,610.00
	3,610.00





	Domingo’s Dance Studio

	Income Statement

	For the Month Ended February 28, 2013

	
	
	

	Revenue:
	 
	 

	     Dance Lesson Revenue
	 
	760.00

	Expenses:
	 
	 

	     Advertising Expense
	500.00
	 

	     Music Expense
	80.00
	 

	     Rent Expense
	400.00
	 

	     Telephone Expense
	50.00
	 

	          Total Expenses
	 
	1,030.00

	Net Income
	 
	(270.00)


Teacher Resource 6.2
Presentation Notes: The Income Statement
Before you show this presentation, use the text accompanying each slide to develop presentation notes. Writing the notes yourself enables you to approach the subject matter in a way that is comfortable to you and engaging for your students. Make this presentation as interactive as possible by stopping frequently to ask questions and encourage class discussion.
	[image: C:\Users\Mika\Documents\Pearson\2014\May\6\Accounting_Lesson6_Presentation_ROOT_050214\Slide1.JPG]
Businesses summarize the results of their past performance and their current status in the form of financial statements. These statements are then used by managers to gauge how well the business is doing and whether any changes should be made. When the business “closes the books”—that is, completes an accounting cycle—four main types of financial statements are created:
· The income statement
· The balance sheet
· The statement of owner’s equity
· The statement of cash flow

	Presentation notes

	[image: C:\Users\Mika\Documents\Pearson\2014\May\6\Accounting_Lesson6_Presentation_ROOT_050214\Slide2.JPG]
The first financial statement to be prepared is the income statement. The income statement reports the business’s revenues and expenses for the fiscal period, along with net income (or net loss). The income statement is also called a profit and loss statement, a P&L, or a statement of earnings.
The income statement can be prepared anytime managers want to see how the business is doing.

	Presentation notes

	[image: C:\Users\Mika\Documents\Pearson\2014\May\6\Accounting_Lesson6_Presentation_ROOT_050214\Slide3.JPG]
Basically, the income statement equation is Revenue – Expenses = Net Income or Net Loss. If the company spends more than it takes in, the net loss is reflected as a negative number. Because the income statement shows totals in categories rather than in individual entries, it can be used by managers to understand how the company is doing. 

	Presentation notes

	[image: C:\Users\Mika\Documents\Pearson\2014\May\6\Accounting_Lesson6_Presentation_ROOT_050214\Slide4.JPG]
The point of the income statement is simple: to show how much money (or a right to receive money) came into the business and how much went out, and what the resulting amount is (how much the business made or how much it lost) at the end of a defined period of time. Sometimes this statement is referred to as a profit and loss statement, or P&L, or statement of earnings. 
Revenue (money coming in) is the money earned for the reason the company is in business (e.g., providing accounting services). Operating expenses (money going out) are the cost of doing business. These expenses are directly related to the reason the business has been set up (e.g., advertising the business) or indirectly related (e.g., office expenses) to running the business. Other income or expenses arise from separate activities in the business. For example, the interest paid on a loan from a bank is not part of the operations of providing accounting services. Rent received from a tenant in the apartment above the office is likewise not part of running the accounting office and would be recorded as Other Income. Net income is the difference between all of the revenue and all of the expenses.

	Presentation notes

	[image: C:\Users\Mika\Documents\Pearson\2014\May\6\Accounting_Lesson6_Presentation_ROOT_050214\Slide5.JPG]
The purpose of the income statement is to show managers and investors whether the company made or lost money during the period being reported. Income statements help a wide variety of stakeholders evaluate a company. Investors and creditors can use them to determine the past performance of the enterprise, predict future performance, and assess the capability of generating future cash flow. Managers use income statements as a high-level statement about how the company did during a specific period of time. 
It is important to remember that even though the income statement reports revenue earned, some of the cash may not yet be collected from the customers. You can tell how many revenues have not been collected by looking at the balance in the accounts receivable account. Likewise, even though the income statement lists the expenses of the period, some of those expenses may not yet be paid for. You can tell how many expenses still have to be paid for by looking at the balance in the accounts payable account.

	Presentation notes


Teacher Resource 6.4
Answer Key: Ike’s MP4 Tutorial Income Statement
	Ike’s MP4 Tutorial

	Income Statement

	For the Month Ended March 31, 2013

	
	
	

	Revenue:
	 
	 

	     Tutoring Revenue
	 
	6,300.00

	Operating Expenses:
	 
	 

	     Advertising Expense
	125.00
	 

	     Cell Phone Expense
	95.00
	 

	     Fuel Expense
	60.00
	 

	       Total Operating Expenses
	 
	280.00

	Operating Income
	 
	6,020.00

	Other Revenue
	 
	 

	     Interest Revenue
	 
	20.00

	Net Income
	 
	6,040.00




Teacher Resource 6.5
Answer Key: Sally’s Surf and Scuba Income Statement
	Sally’s Surf and Scuba

	Income Statement

	For the Month Ended December 31, 2012

	
	
	

	Revenue:
	 
	 

	     Scuba Revenue
	4,000.00
	 

	     Surf Revenue
	775.00
	 

	Total Revenue
	 
	4,775.00

	Expenses:
	 
	 

	     Advertising Expense
	500.00
	 

	     Maintenance Expense
	400.00
	 

	     Rent Expense
	1,400.00
	 

	     Utilities Expense
	75.00
	 

	Total Expenses                 
	 
	2,375.00

	Net Income
	 
	2,400.00










Teacher Resource 6.6
Answer Key: Rosa’s Bicycle Rentals Income Statement
	Rosa’s Bicycle Rentals

	Income Statement

	For the Month Ended June 30, 2013

	
	
	

	Revenue:
	 
	 

	     Rental Revenue
	 
	3,750.00

	Operating Expenses:
	 
	 

	     Accounting Expense
	150.00
	 

	     Advertising Expense
	440.00
	 

	     Insurance Expense
	500.00
	 

	     Rent Expense
	1,200.00
	 

	     Trash Expense
	80.00
	 

	     Total Operating Expenses
	 
	2,370.00

	Operating Income
	 
	1,380.00

	Other Revenue
	 
	 

	     Interest Revenue
	 
	125.00

	Net Income
	 
	1,505.00




Teacher Resource 6.7
Quiz: The Income Statement
Student Name:_______________________________________________ Date:___________
Directions: Below is Latka’s Landscaping trial balance. Use this information to prepare an income statement for the month ended January 31, 2013 in the template on the next page. Be sure to fill in all of the columns!

	Latka’s Landscaping

	Trial Balance

	January 31, 2013

	 
	 
	 

	 
	Debits
	Credits

	Cash
	18,280.00
	 

	Accounts Receivable - Juen
	975.00
	 

	Accounts Receivable - Mullis
	650.00
	 

	Equipment
	18,000.00
	 

	Accounts Payable - Ed’s Small Motor Pts
	 
	395.00

	Notes Payable - GMAC Financing
	 
	15,800.00

	Notes Payable - Weed Chopper Express
	 
	455.00

	Capital - Latka
	 
	21,500.00

	Withdrawals - Latka
	1,000.00
	 

	Landscaping Revenue
	 
	2,755.00

	Advertising Expense
	445.00
	 

	Fuel Expense
	100.00
	 

	Maintenance Expense
	590.00
	 

	Rent Expense
	800.00
	 

	Telephone Expense
	25.00
	 

	Utilities Expense
	75.00
	 

	Interest Revenue
	 
	35.00

	     TOTAL
	40,940.00
	40,940.00




	

	

	

	
	
	

	
	 
	 

	
	 
	

	
	 
	 

	
	
	 

	
	
	 

	
	
	 

	
	
	 

	
	
	 

	
	
	 

	
	 
	

	
	 
	

	
	 
	

	
	 
	

	
	 
	




Respond to the following questions:
1. What is the income statement equation?

2. What is another name for the income statement?

3. Briefly, what is the purpose of the income statement?
Teacher Resource 6.8
Answer Key: The Income Statement Quiz
	Latka’s Landscaping

	Income Statement

	For the Month Ended January 31, 2013

	
	
	

	Revenue:
	 
	 

	     Landscaping Revenue
	 
	2,755.00

	Operating Expenses:
	 
	 

	    Advertising Expense
	445.00
	 

	    Fuel Expense
	100.00
	 

	    Maintenance Expense
	590.00
	 

	    Rent Expense
	800.00
	 

	    Telephone Expense
	25.00
	 

	    Utilities Expense
	75.00
	 

	     Total Operating Expenses
	 
	2,035.00

	Operating Income
	 
	720.00

	Other Revenue
	 
	 

	     Interest Revenue
	 
	35.00

	Net Income
	 
	755.00




Respond to the following questions:
1. What is the income statement equation?
Revenue – Expenses = Net Income (or Net Loss)
1. What is another name for the income statement?
The profit and loss (P&L) statement or statement of earnings
1. Briefly, what is the purpose of the income statement?
The income statement shows how much money the business earned or lost during a specific period of time. It can also be used to predict future performance or estimate future cash flow of a business.

Teacher Resource 6.10
Key Vocabulary: The Income Statement
	Term
	Definition

	income statement
	A statement that itemizes the revenue and expenses, and computes the net income or loss for a period of time. Also referred to as a profit and loss statement, a P&L, or a statement of earnings.

	income statement equation
	Revenue – Expenses = Net Income (or Net Loss)

	net income
	A company’s total earnings, calculated by subtracting expenses from income.

	net loss
	The amount by which a company’s expenses exceed its revenue.

	profit and loss (P&L) statement
	Another name for the income statement.
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One purpose of the income statement is to show a
company’s net income
B
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Income statements serve a variety of purposes
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The income statement is a high-level way of seeing how the
company has performed during the accounting cycle
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