Accounting 2

Name _________________

Chapter 19


Objectives:
· Explain how to record ownership of a corporation.

· Explain the relationship between the work sheet and the financial statements for a merchandising corporation.

· Explain how the financial statements for a corporation differ from those for a sole proprietorship.

· Prepare an income statement, balance sheet, and statement of retained earnings for a merchandising corporation.

· Analyze the financial data contained on the statemtns.

· Define the accounting terms.

BR:

· Read Exloring the Real Wrold of Business page 514-515

· Answer questions on page 515

Classwork/Homework:

· Chapter 19 Vocabulary---Due 3/7/07 page 538

· Problem 19-1 & 2 page 521

· Demo Problems Chapter 19---see packet

· Problems 19-3-----8

Notes:

FINANCIAL STATEMETNS FOR A CORPORATION

The Ownership of a Corporation

· Main source of data will come from the 10-Column Worksheet (from Chapter 18)

· Forms to complete

· Income Statement

· Statement of Retained Earnings 

· Balance Sheet

Notes:  Continued

Objectives:

· Explain how to record ownership of a corporation.

· Explain the relationship between the work sheet and the financial statements for a merchandising corporation.

· Explain how the financial statements for a corporation differ from those for a sole proprietorship.

· Prepare an income statement, balance sheet, and statement of retained earnings for a merchandising corporation.

· Analyze the financial data contained on the statemtns.

· Define the accounting terms.

BR:

· Read Exploring the Real World of Business page 514-515

· Answer questions on page 515

Classwork/Homework:

· Chapter 19 Vocabulary---Due 3/7/07 page 538

· Problem 19-1 & 2 page 521—3/5/07

· Demo Problems Chapter 19---see packet

· Problems 19-3-----8

Notes:

FINANCIAL STATEMETNS FOR A CORPORATION

The Ownership of a Corporation

· Main source of data will come from the 10-Column Worksheet (from Chapter 18)

· Forms to complete

· Income Statement

· Statement of Retained Earnings 

· Balance Sheet

Accounting for a Corporation

· Corporation is owned by shareholders ---(shares of stock)

· Recording Investments Made by the Owner (stockholders) for a Corporation

· Debit Cash

·        Credit Capital Stock

· Capital Stock = Stockholder’s Equity  (-     +)

· Equity Contributed by Stockholders

· Amount of $ invested by stockholders        

· Stockholders buy shares of stock

· Equity Earned Through Business Profits

· Accumulated net income earned & retained by corporation

· Retained Earnings = Increase in Stockholder’s Equity from the increase in stockholder’s equity from the  portion of net income not distributed to the stockholders.

Balance Sheet Presentation:

· Stockholder’s Equity Section:

· Capital Stock

· Retained Earnings

CHARACTERISTICS OF FINANCIAL INFORMATION

Financial statements prepared at the end of the fiscal year to:

· Analyze the financial statements to help evaluated past performance.

· Stockholders interested in performance, and potential future growth.

· Creditors want to know that you can repay them.

**Be able to define:   Comparability, Reliability, Relevance, Full Disclosure, Materiality.**

COMPLETE PROBLEMS 19-1 & 19-2 PAGE 521

THE INCOME STATEMENT—shows net income or net loss for period

· Five Sections

· Revenue

· Cost of Merchandise Sold---(mdse. Bought & sold to customers)

· Gross Profit on Sales

· Operating Expenses

· Net Income or Net Loss

· Calculating Net Income or Loss for Merchandising Business

	
	Revenue

	      -
	Cost of Merchandise Sold

	
	Gross Profit

	      -
	Operating Expenses

	
	Net Income (Loss)


· Heading

· Who?---Name of Business

· What? --- Name of Financial Statement

· When?---For the period ended xxxxxxxxxxx

· Revenue  (column)—page 523

· Sales   (3)

· Less:  Sales Discount   (2)

  


Sales Returns  & Allowances    (2)        Total (3)



Net Sales   (4)







xxxxxx









· Cost of Merchandise Sold Section  (actual cost to the business of the mdse. that was sold to the customers during the period.)

· Calculated

	
	· Beginning Mdse. Inventory

	+
	· Net Purchases during period

	=
	· Cost of Mdse. Available for Sale

	-
	· Ending Mdse. Inventory

	=
	· Cost of Merchandise Sold

	
	


· Net Purchases

	· 
	· Purchases

	· +
	· Transportation In

	· 
	· Cost of Delivered Mdse.

	· ----
	· Purchases Discount

	· ----
	· Purchases Returns & Allowances

	· =
	· Net Purchases


· Reporting It on Accounting Form---page 525

· Cost of Mdse. Sold:

· Mdse. Inventory, Beginning of month      (3)

· Purchases   (1)

· + Transportation In (1)
· Cost of Delivered Mdse. (2)

· - Purchases Discounts (1)

· - Purchases Returns & Allowances (1)
· Net Purchases  (3)

· Cost of Mdse. Available--(Beginning Mdse. + Net Purchases)---(3)

· - Mdse. Inventory, End of Year –(3)

· = Cost of  Merchandise Sold  (4)

· Gross Profit on Sales  (4)

· Operating Expenses Section ---(page 527)

· Costs of he goods and services used in the process of earning revenue

· Label Section (Operating Expenses)

· Indent Expense

· Amount goes in column 3

· Total in column 4 

· Operating Income  ---(page 527)

· Amount of income earned before federal corporate income taxes are deducted.

· Net Income or Net Loss

Vertical Analysis—page 528

· Expressed as both $ and % per section

· Determines relationships from period to period

********Do Demo Problem 9-1------3 in packet & Analyzing Accounting & 19-3 page 529 & 19-5 page 541********

Accounting for a Corporation

· Corporation is owned by shareholders ---(shares of stock)

· Recording Investments Made by the Owner (stockholders) for a Corporation

· Debit Cash

·        Credit Capital Stock

· Capital Stock = Stockholder’s Equity  (-     +)

· Equity Contributed by Stockholders

· Amount of $ invested by stockholders        

· Stockholders buy shares of stock

· Equity Earned Through Business Profits

· Accumulated net income earned & retained by corporation

· Retained Earnings = Increase in Stockholder’s Equity from the increase in stockholder’s equity from the  portion of net income not distributed to the stockholders.

Balance Sheet Presentation:
· Stockholder’s Equity Section:

· Capital Stock

· Retained Earnings

CHARACTERISTICS OF FINANCIAL INFORMATION

Financial statements prepared at the end of the fiscal year to:
· Analyze the financial statements to help evaluated past performance.

· Stockholders interested in performance, and potential future growth.

· Creditors want to know that you can repay them.

**Be able to define:   Comparability, Reliability, Relevance, Full Disclosure, Materiality.**

COMPLETE PROBLEMS 19-1 & 19-2 PAGE 521

THE INCOME STATEMENT
· Five Sections

· Revenue

· Cost of Merchandise Sold---(mdse. Bought & sold to customers)

· Gross Profit on Sales

· Operating Expenses

· Net Income or Net Loss

· Calculating Net Income or Loss for Merchandising Business

	
	Revenue

	      -
	Cost of Merchandise Sold

	
	Gross Profit

	      -
	Operating Expenses

	
	Net Income (Loss)


· Heading
· Who?---Name of Business

· What? --- Name of Financial Statement

· When?---For the period ended xxxxxxxxxxx

· Revenue

· Sales   (3)

· Less:  Sales Discount   (2)

  


Sales Returns  & Allowances    (2)        Total (3)



Net Sales   (4)







xxxxxx









· Cost of Merchandise Sold Section

