Chapter 3: Statements of Income and Comprehensive Income
Assignment 3-3 
Requirement 1—  single-step
Bremeur Corporation
Income Statement
Year Ended 31 December 20X5
(in Canadian dollars)
Revenues and gains:


Sales revenue


$695,200


Rent revenue


2,400


Interest revenue


900


Gain on sale of investments


     2,000


Total revenues and gains


700,500

Expenses:


Cost of goods sold

$330,000


Distribution expenses

136,000


General and administrative expenses

110,000


Interest expense

1,500


Depreciation and amortization

6,000


Settlement of legal claim against the company

10,000


Income tax expense ($700,500 – $593,500) × 20%

  21,400


Total expenses


   614,900
Income before discontinued operation


85,600

Loss from discontinued operation (net of $3,000 income tax 

recovery (Note 1)


   (12,000)

Net income


$  73,600
Earnings per share* 

                   $ 2.23

Note 1
Discontinued operation:


Revenue

$ 75,000


Operating expenses

(78,000)


Impairment loss

 (12,000)





(15,000)


Income tax benefit

   3,000

Loss from discontinued operation after tax 

$12,000
* Weighted average number of shares = 30,000 + (9,000 × 4/12) = 33,000

Requirement 2 — multiple-step
Bremeur Corporation
Income Statement
Year Ended 31 December 20X5
(in Canadian dollars)
Sales revenue


$695,200

Cost of goods sold


  330,000

Gross margin on sales


365,200

Operating expenses:


Distribution expenses

$136,000


General and administrative expenses

110,000


Depreciation expense

    6,000
  252,000
Income from operations


113,200

Other revenues (expenses):


Rent revenue


$2,400


Interest revenue


900


Gain on sale of investments
……
  
2,000



Interest expense

   (1,500)
     3,800
Income before unusual item, income taxes and  



discontinued operation


117,000

Unusual item:


Settlement of legal claim against the company


   10,000
Earnings before income taxes and discontinued operation


107,000


Income tax on continuing operation


   21,400
Earnings from continuing operation 


85,600

Loss on discontinued operation, net of tax benefit of $3,000 (Note 1)


   12,000
Net income


$ 73,600
Earnings per share* 

                    $ 2.23

* Weighted average number of shares = 30,000 + (9,000 × 4/12) = 33,000

Note 1
Discontinued operation:


Revenue

$ 75,000


Operating expenses

(78,000)


Impairment loss

 (12,000)





(15,000)


Income tax benefit

   3,000

Loss from discontinued operation after tax 

$12,000
Assignment 3-4
Requirement 1 – functional basis, single-step format
Montreal Retail Corporation
Income Statement
Year Ended 31 December 20X6
(in Canadian dollars)
Revenues and gains:


Sales revenue (less sales returns, $5,000)


$520,000


Rent revenue


4,000


Investment revenue


      3,000


Total revenues and gains


527,000

Expenses and losses:


Cost of goods sold

102,000


Employee wages, salaries, and benefits

100,000


Depreciation 

50,000


Distribution expenses

106,000


General and administrative expenses 

46,000


Warehousing expense

20,000


Fire loss

20,000


Loss on sale of noncurrent assets 

13,000


Interest expense

6,000


Income tax expense ($527,000 – $463,000) × 20%

   12,800


Total expenses and losses


 475,800
Earnings from continuing operations 


51,200

Gain (loss) on discontinued operation, 



net of $2,000 tax benefit (Note 1) 


    (8,000)
Net income and comprehensive income


$  43,200
Note 1
Gain (loss) on discontinued operation:



Earnings from discontinued operation, net of $4,000 taxes

    16,000



Loss on disposal, net of $6,000 income tax recovery

  (24,000)

$ (8,000)
Requirement 2 — by nature of expense, multiple-step format
Montreal Retail Corporation
Income Statement
Year Ended 31 December 20X6
(in Canadian dollars)
Sales revenue



$ 525,000

Less:  sales returns



      5,000

Net sales



520,000

Cost of goods sold



  102,000
Gross margin



418,000

Operating and administrative expenses:


Distribution expense*


$ 146,000


General and administrative expenses**


   111,000


Warehousing cost***


    65,000


Total operating and administrative expenses



  322,000
Income from operations



96,000

Other revenues and gains:


Rent

$4,000


Investment

   3,000
   7,000

Other expenses and losses:


Fire loss 

20,000


Loss on sale of noncurrent assets

13,000


Interest

   6,000
  39,000
   32,000
 
Income before income tax



64,000

Income tax expense ($64,000 × 20%)



     12,800
Income before discontinued operation



51,200

Gain (loss) from discontinued operation (Note 1):


Earnings until date of disposal, net of $4,000 taxes
    16,000


Loss on disposal, net of $2,000 tax recovery
 (24,000)
    (8,000)


Net income and comprehensive income



$ 43,200
    * Includes $10,000 depreciation and $30,000 of employee costs.

  ** Includes $15,000 depreciation and $50,000 of employee costs.

*** Includes $25,000 depreciation and $20,000 of employee costs.

Note 1
Gain (loss) on discontinued operation:



Earnings from discontinued operation, net of $4,000 taxes

    16,000



Loss on disposal, net of $6,000 income tax recovery

  (24,000)

$ (8,000)
