The Income Statement

· The income statement is the financial statement that reports a business’s income and expenses for a fiscal period

· A fiscal period is the standard time which the earnings of a business are measured

· Income Statements are also called profit and loss statement
· Most companies produce  income statements each quarter to check progress

· An annual statement is legally required for income tax purposes

Revenue
· Revenue is the money earned by a business during a period of time

· The most common revenue is the sale of goods and services

· Other examples include:

· Interest earned

· Service fees

· Royalty payments

· Dividends from stock

· Revenue is mostly based upon the sale of goods and services

Expenses
· Expenses are costs associated with the operation of a business and the production of goods and services

· Any cost that is related to these events must be entered on the income statement

· Common income statement expenses include Employee’s salaries, Rent, Utilities 

· Expenses must appear on the income statement because they are directly related to the production of the goods and services. The are listed in alphabetical order.
· Expenses are different from liabilities because expenses have already been paid

Net Income
· Net Income is the amount of money earned by a business during a specific period of time related to the sale of goods and services

· NET INCOME = REVENUE – EXPENSES

· It is possible for an organization to encounter a Net Loss for a period

· Net Loss figures are indicated on the income statement in brackets or in red

Income Statements and Balance Sheets

· A balance sheet illustrates the owners and creditors claims against the assets

· Creditors (accounts payable) have first claim against the assets if they company goes bankrupt

· The owner would be entitled to the rest of the money after all assets are sold off

· The income statement is always produced first at the end of the fiscal period

· The net income of the period is part of the net worth (equity) of a business

· In more complex balance sheets, the net income/loss amount is entered on the balance sheet (Grade 11 Accounting)

