
Lesson 2- Accounting – The Language of Business

Topic 3: The Earnings Statement
Page Type: Text and Graphics

Programming Page: L2T3P1

	Audio Script – Narrator Voice-Over 

	The second key financial statement is the earnings statement.  This topic builds on the information learned about balance sheets.  At the end of this topic, you will be able to understand the purpose and role that an earnings statement plays in the credit process. You will be introduced to the components that make up the earnings statement, and how they relate to the balance sheet. You’ll also learn about cash and non-cash income and expense, sources of information for the earnings statement, and reasons for preferred sources of information.




	Text on Screen (Exact wording that will appear on screen)
	Graphics (Description, placement on screen, location if known)

	The earnings statement represents the incomes and expenses of the business.

By the end of this topic, you will be able to:
· Define and state the purpose of the earnings statement

· Define cash basis and accrual basis accounting

· Define, describe, and classify the components of the earnings statement

· Explain how the earnings statement relates to the balance sheet

· Define depreciation and how it’s reported

· Discriminate between cash and non-cash income and expense

· Identify various sources of information for the earnings statement; identify and provide reasons for preferred sources of information

· Develop an earnings statement using the case study information

	Mood-setting

Filename - folder

DSC00608 – people at work



	Navigation

	Previous
	<disabled>

	Next
	Takes the learner to the next page.

	Lesson Menu 
	Takes the learner to the lesson menu to which the current topic belongs.

	Glossary
	Glossary pages are displayed in a separate window. 

	Help
	Help pages are displayed in a separate window.

	Exit
	Exits the application


	Additional Comments

	Remove page title


Lesson 2- Accounting – The Language of Business

Topic 3: The Earnings Statement
Page Type: Text and Graphics

Programming Page: L2T3P2

Page Title: An Earnings Statement
	Audio Script - Narrator Voice-Over 

	Let’s first look at the definition of an earnings statement.  An earnings statement is a financial statement that summarizes the results of operations by matching revenue with related expense for a specific accounting period.  It shows the net income or net loss.   You might be familiar with other names for an earnings statement, such as an income statement or profit and loss statement, or P&L. 

Earnings statements report income and expense for a relatively short period of time, often for one calendar year.




	Text on Screen (Exact wording that will appear on screen)
	Graphics (Description, placement on screen, location if known)

	An Earnings Statement

An Earnings Statement:

· Is a financial statement summarizing results of operations by matching revenue with related expense for a specific accounting period

· Shows the net income or net loss

· May also be called an income statement or profit and loss statement (P&L)


	Mood-setting

Words ‘Revenue and Expenses’ to be placed on a background (water mark of any mood-setting image)


	Navigation

	Previous
	Takes the learner to the previous page

	Next
	Takes the learner to the next page.

	Lesson Menu 
	Takes the learner to the lesson menu to which the current topic belongs.

	Glossary
	Glossary pages are displayed in a separate window. 

	Help
	Help pages are displayed in a separate window.

	Exit
	Exits the application


	Additional Comments

	


Lesson 2- Accounting – The Language of Business

Topic 3: The Earnings Statement
Page Type: Text  and Graphics - Animation

Programming Page: L2T3P3

Page Title: Components of the Earnings Statement
	Audio Script – Narrator Voice-Over 

	Let’s take a look at the major components that make up the earnings statement. Farm Income, also known as Value of Farm Production, or VFP, is simply the price of goods sold and the purchases for resale. Farm Expenses are the cost of obtaining goods and services used up in the process of obtaining revenue.   Net Income is the excess of revenue earned over the related expense for the period and increase in owner’s equity resulting from profitable operations.


	Text on Screen (Exact wording that will appear on screen)
	Graphics (Description, placement on screen, location if known)

	Components of the Earnings Statement 

The block diagram alongside depicts the farm income and the different formulae to calculate each component that forms the Value of Farm Production (VFP).


	Refer to earnings_statement.doc for example treatment.

	Media Title: The Earnings Statement
	

	Prompt: Click RESTART to review block diagram of the earnings statement.
	


	Navigation

	Previous
	Takes the learner to the previous page

	Next
	Takes the learner to the next page.

	Lesson Menu 
	Takes the learner to the lesson menu to which the current topic belongs.

	Glossary
	Glossary pages are displayed in a separate window. 

	Help
	Help pages are displayed in a separate window.

	Exit
	Exits the application


	Additional Comments

	The animation of the earnings statement (along with the audio) will start when the user enters this page. There will be a Replay button beneath the balance sheet. Clicking it will replay both the animation and the corresponding audio.




Lesson 2- Accounting – The Language of Business

Topic 3: The Earnings Statement
Page Type: Text and Graphics

Programming Page: L2T3P4

Page Title: Need for Earning Statements

	Audio Script – Narrator Voice-Over 

	So why are earnings statements needed?  Earning statements provide crucial information that helps us analyze the operations of an entity or individual, particularly regarding the profitability and repayment capacity of an applicant.




	Text on Screen (Exact wording that will appear on screen)
	Graphics (Description, placement on screen, location if known)

	Need for Earning Statements

Earnings Statements is required because they:

· Help you analyze the operations of an entity or individual

· Help you analyze the profitability and repayment capacity of an applicant


	Mood-setting

Filename - folder

DSC00624 – people at work


	Navigation

	Previous
	Takes the learner to the previous page

	Next
	Takes the learner to the next page.

	Lesson Menu 
	Takes the learner to the lesson menu to which the current topic belongs.

	Glossary
	Glossary pages are displayed in a separate window. 

	Help
	Help pages are displayed in a separate window.

	Exit
	Exits the application


	Additional Comments

	


Lesson 2- Accounting – The Language of Business 

Topic 3: The Earnings Statement
Page Type: Text and Graphics

Programming Page: L2T3P5

Page Title: Cash Basis and Accrual Basis Accounting

	Audio Script - Narrator Voice-Over 

	Individuals and businesses have two methods available for recording and reporting economic activity.  They are the cash basis and the accrual basis.

The cash basis recognizes income when received and expenses when paid.  This is typically true for individuals and small businesses. The accrual basis, on the other hand, recognizes income when generated and expenses when incurred.  For larger businesses, it generally recognizes income earned but not yet collected and expenses incurred but not yet paid. 




	Text on Screen (Exact wording that will appear on screen)
	Graphics (Description, placement on screen, location if known)

	Cash Basis and Accrual Basis Accounting

Cash Basis Accounting

Cash recognizes income when received, and expense when paid. It is usually followed by:

· Individuals

· Small businesses

Accrual Basis Accounting
Accrual recognizes income when generated and expense when incurred. It also recognizes income earned but not yet collected and expenses incurred but not yet paid.  It is usually followed by larger businesses.


	Mood-setting

Place this text, on a background of any mood setting watermark.

Cash basis – Income when received; expenses when paid.

Accrual Basis – Accrued Income; Incurred expenses


	Navigation

	Previous
	Takes the learner to the previous page

	Next
	Takes the learner to the next page.

	Lesson Menu 
	Takes the learner to the lesson menu to which the current topic belongs.

	Glossary
	Glossary pages are displayed in a separate window. 

	Help
	Help pages are displayed in a separate window.

	Exit
	Exits the application


	Additional Comments

	


Lesson 2- Accounting – The Language of Business 

Topic 3: The Earnings Statement
Page Type: Text and Graphics- Animation

Programming Page: L2T3P6

Page Title: Key Relationship Between Financial Statements
	Audio Script – Narrator voice over

	A key relationship to note between financial statements is that net earnings affect owner’s equity.  

Income reported on the earnings statement flows to the net worth area of the balance sheet.  It is available for withdrawal by the owner for living expenses or other reasons or may remain in the balance sheet.

If the net worth increases, other components might change to maintain the balance, such as an increase in cash or the acquisition of additional assets. 



	Text on Screen (Exact wording that will appear on screen)
	Graphics (Description, placement on screen, location if known)

	Key Relationship Between Financial Statements

The animation alongside represents the relationship between the earnings statement and the balance sheet. The net earnings from the earning statement flow to the net worth portion of the balance sheet, which therefore will be available at the owner’s disposal. 


	Refer to relationship.doc

Other documents – earnings statement.doc and balance sheet.doc

	Prompt: Click RESTART to review the animation for the relationship between the financial statements.
	


	Additional Comments

	The animation and audio will begin playing when the learner enters the page. A Replay button will be provided, so that learner can view the animation again.




Lesson 2- Accounting – The Language of Business 

Topic 3: The Earnings Statement
Page Type: Text and Graphics

Programming Page: L2T3P7

Page Title: Financial Statements

	Audio Script - Narrator Voice-Over 

	This graphic highlights the relationship between financial statements over time.  By reviewing the balance sheets and income statements in the past and present, it is more likely that you will be able to prepare a fairly accurate balance sheet and projected income statement for a future date.  

This is helpful in analyzing an enterprise, particularly in trending the operation for consistency and to aid in developing more accurate projections.


	Text on Screen (Exact wording that will appear on screen)
	Graphics (Description, placement on screen, location if known)

	Financial Statements 

Reviewing the financial statements, help you prepare:

· A fairly accurate balance sheet

· A projected income statement for a future date


	Mood setting

A collage of the financial statements already used in this lesson. Convert the block diagrams in to simple tables for the purpose of this page.


	Navigation

	Previous
	Takes the learner to the previous page

	Next
	Takes the learner to the next page.

	Lesson Menu 
	Takes the learner to the lesson menu to which the current topic belongs.

	Glossary
	Glossary pages are displayed in a separate window. 

	Help
	Help pages are displayed in a separate window.

	Exit
	Exits the application


	Additional Comments

	


Lesson 2- Accounting – The Language of Business 

Topic 3: The Earnings Statement
Page Type: Text   and Graphics

Programming Page: L2T3P8

Page Title: Depreciation

	Audio Script – Narrator Voice-Over 

	Depreciation is the act of allocating the cost of an asset during its useful life and represents the declining value of assets as they are used up in the process of generating income.  An example of this is a computer, where its value declines over time.




	Text on Screen (Exact wording that will appear on screen)
	Graphics (Description, placement on screen, location if known)

	Depreciation

Depreciation usually pertains to a long-term asset such as a computer or machinery. It involves:

· Allocating the cost of an asset during its useful life

· Representing the declining value of assets as they are used up in the process of generating income


	Mood-setting

Show an image of a computer or any machinery


	Navigation

	Previous
	Takes the learner to the previous page

	Next
	Takes the learner to the next page.

	Lesson Menu 
	Takes the learner to the lesson menu to which the current topic belongs.

	Glossary
	Glossary pages are displayed in a separate window. 

	Help
	Help pages are displayed in a separate window.

	Exit
	Exits the application


	Additional Comments

	


Lesson 2- Accounting – The Language of Business 

Topic 3: The Earnings Statement
Page Type: Text   and Graphics

Programming Page: L2T3P9

Page title: Reasons for Depreciation
	Audio Script – Narrator Voice-Over 

	There are two major reasons why it’s important to recognize depreciation. The first is deterioration. For example, worn-out equipment is considered “used up” and therefore must be replaced. Obsolescence is another factor that influences depreciation. An out-of-date equipment is not as efficient and productive as its modern counterpart, and therefore it is of lesser value.




	Text on Screen (Exact wording that will appear on screen)
	Graphics (Description, placement on screen, location if known)

	Reasons for Depreciation

Depreciation is associated with:

· Deterioration – worn-out machinery would need to be replaced.

· Obsolescence – obsolete equipment is of lesser value than the modern equipment


	Mood-setting collage

Show an image of old machinery (worn out).

Show an image of an old computer and a new computer.


	Navigation

	Previous
	Takes the learner to the previous page

	Next
	Takes the learner to the next page.

	Lesson Menu 
	Takes the learner to the lesson menu to which the current topic belongs.

	Glossary
	Glossary pages are displayed in a separate window. 

	Help
	Help pages are displayed in a separate window.

	Exit
	Exits the application


	Additional Comments

	


Lesson 2- Accounting – The Language of Business 

Topic 3: The Earnings Statement
Page Type: Text  and Graphics

Programming Page: L2T3P10

Page Title: Tax Depreciation Methods

	Audio Script – Narrator Voice-Over 

	There are two methods of allocating depreciation costs.  The straight-line method allocates an equal portion of the value of the asset to each period of use.  The second method, which is the Modified Accelerated Cost Recovery System, or MACRS (pronounced makers), allocates larger amounts of depreciation in the early useful life of the asset.

MACRS has been widely used in income tax returns because it reduces the current year’s tax burden by recognizing a larger amount of depreciation expense earlier in the useful life of the asset.  


	Text on Screen (Exact wording that will appear on screen)
	Graphics (Description, placement on screen, location if known)

	Tax Depreciation Methods

The two methods of allocating depreciation costs are:

1. Straight-line Method – It allocates an equal portion of the value of the asset to each period of use

2. Modified Accelerated Cost Recovery System (MACRS) – It allocates larger amounts of depreciation in the early useful life of the asset


	Mood-setting

Show words (one below the other) on a water mark back ground: 

‘Straight-line Method’

 ‘MACRS’ 


	Navigation

	Previous
	Takes the learner to the previous page

	Next
	Takes the learner to the next page.

	Lesson Menu 
	Takes the learner to the lesson menu to which the current topic belongs.

	Glossary
	Glossary pages are displayed in a separate window. 

	Help
	Help pages are displayed in a separate window.

	Exit
	Exits the application


	Additional Comments

	


Lesson 2- Accounting – The Language of Business 

Topic 3: The Earnings Statement
Page Type: Text and Graphics

Programming Page: L2T3P11

Page Title: Cash, Non-Cash Revenue, and Expense

	Audio Script - Narrator Voice-Over 

	It’s important to note how cash, non-cash revenue and expenses can impact the balance sheet and earnings statement.  Depreciation expense doesn’t reduce cash for repayment but reduces asset value over time, therefore reducing the availability of that asset to be used as a source of repayment.  An increase in accounts payable expense will reduce cash if paid from the current cash available.  An increase in accounts receivable revenue doesn’t increase cash for repayment.  It’s important to note, however, that changes can affect the balance sheet.  That is, accounts payable is a liability and accounts receivable is an asset, which can create a ripple effect throughout.




	Text on Screen (Exact wording that will appear on screen)
	Graphics (Description, placement on screen, location if known)

	Cash, Non-Cash Revenue, and Expense

Listed below is the nature of expenses and revenues and their impact on the balance sheet:

1. Depreciation Expense:

· Is non-cash and doesn’t reduce cash for repayment

· Reduces asset value over time, reducing availability of that asset as source of repayment

2. Increase in accounts payable expense:
· Is non-cash

· Will reduce cash if paid from current cash available

3. Increase in accounts receivable revenue:
· Is non-cash

· Doesn’t increase cash for repayment


	Mood-setting.

Show a collage of machinery, and currency and coins.


	Navigation

	Previous
	Takes the learner to the previous page

	Next
	Takes the learner to the next page.

	Lesson Menu 
	Takes the learner to the lesson menu to which the current topic belongs.

	Glossary
	Glossary pages are displayed in a separate window. 

	Help
	Help pages are displayed in a separate window.

	Exit
	Exits the application


	Additional Comments

	


Lesson 2- Accounting – The Language of Business 

Topic 3: The Earnings Statement
Page Type: Text  and Graphics - Interaction

Programming Page: L2T3P12

Page Title:  Earnings statement – Practice
	Audio Script – Narrator Voice-Over 

	Where might you look for earnings statement information for a client?  There are several possibilities.  Review the list below and click “True” or “False” for each source of information provided.  When done, click on “Check My Answer” to see how you did.



	Text on Screen (Exact wording that will appear on screen)
	Graphics (Description, placement on screen, location if known)

	The Earnings Statement – Practice

Where might you look for earnings statement information for a client?

Select all the correct answers.


1. Client provided

2. Accountant prepared

3. Credit bureau

4. Farm record keeping system

5. Tax return

6. Bank


	Mood-setting graphic

One-screen text has multiple-choice multiple select question.

Correct Response:

1,2,4,5



	Correct Response: 1,2,4,5
	

	Correct Answer Feedback:

That’s correct.
	

	Incorrect or Partially Correct Answer Feedback:

One or more of your answers are incorrect. The correct answer is, much of the earnings data comes from tax returns, with the remaining 10% coming from clients, accountants, and record keeping systems.  
	Format as shown

	Prompt: Click CHECK MY ANSWER to know how you’ve done.

	


	Navigation

	Previous
	Takes the learner to the previous page

	Next
	Takes the learner to the next page.

	Lesson Menu 
	Takes the learner to the lesson menu to which the current topic belongs.

	Glossary
	Glossary pages are displayed in a separate window. 

	Help
	Help pages are displayed in a separate window.

	Exit
	Exits the application


	Additional Comments

	


Lesson 2- Accounting – The Language of Business 

Topic 3: The Earnings Statement
Page Type: Text and Graphics

Programming Page: L2T3P13

Page Title: Information From Income Tax Returns

	Audio Script – Narrator Voice-Over 

	One reason tax returns are preferred for obtaining information is because they provides concise data, that is, actual cash coming into the operation and actual expenses or funds flowing out of the operation.

Conversely, income tax returns do not account for changes in inventories, accounts receivable, accounts payable and prepaid expenses and may not identify all cash received and expenses paid.




	Text on Screen (Exact wording that will appear on screen)
	Graphics (Description, placement on screen, location if known)

	Information From Income Tax (IT) Returns

Obtaining information from Income Tax returns has the following pros and cons:

Pros
Cons
Information from IT returns:

· Provides actual cash coming into the operation

· Provides actual expenses or funds flowing out of the operation

Information from IT returns:

· Does not account for changes in:

· Inventories

· Accounts Receivable

· Accounts Payable

· Prepaid Expenses

· May not identify all cash received and expenses paid

Note: Tax returns are typically prepared on a cash basis and may be prepared on a fiscal tax year basis (7/1 to 6/30).


	Mood-setting

Show the text on screen in the form of a table


	Navigation

	Previous
	Takes the learner to the previous page

	Next
	Takes the learner to the next page.

	Lesson Menu 
	Takes the learner to the lesson menu to which the current topic belongs.

	Glossary
	Glossary pages are displayed in a separate window. 

	Help
	Help pages are displayed in a separate window.

	Exit
	Exits the application


	Additional Comments

	


Lesson 2- Accounting – The Language of Business 

Topic 3: The Earnings Statement
Page Type: Text and Graphics - Interaction

Programming Page: L2T3P14

Page Title: Calculating Farm Income

	Audio Script - Narrator Voice-Over 

	Let’s apply what you’ve learned about earnings statements.  Over the next few screens, you will prepare the Brown Family’s earning statement.  Follow the instructions on the screen to proceed. 


	Text on Screen (Exact wording that will appear on screen)
	Graphics (Description, placement on screen, location if known)

	Calculating Farm Income

Using the information provided through the buttons at the bottom, enter the amount corresponding to each Farm Income item. DO NOT use any commas. Click CHECK MY ANSWER, to see how you’ve done.

Click the Brown Family button to open a scrollable window showing the Brown Family case study. Click any of the tax form buttons to display the appropriate PDF file. Click the Calculator to display a stand-alone calculator.

	See example treatment in farm_income.doc

The solution and explanation for this portion of the earnings statement is shown in section 1 of earnings_statement_case-study.doc

For the button – brown family – use the document – brown family’s case study.doc

For button Form 4797 – use Form 4797.pdf

For Form 1040 - Form 1040.pdf

For button - Form 1040 Schedule D – use Form Schedule D.pdf

For button - Form 1040 Schedule F– use Form Schedule F.pdf


	Prompt: Click CHECK MY ANSWER to know how you’ve done.
	

	Explanation:

Please refer to Form 4797 and Form 1040 Schedule F

Resale Products Sold: $1,570 (line 3 of Form 1040 Schedule F)

Breeding Livestock: $9,365 (line 7 of Form 4797)

Livestock Products and Crops Sold: $281,418 (line 4 of Form 1040 Schedule F)

Government Payments: $19,731 (line 6b of Form 1040 Schedule F)

Other Farm Income: $16,027 (sum lines 7a, 9, and 10 of Form 1040 Schedule F)

Gross Revenue: $328,111

Less Cost Purchased Feed/Grain: $38,970 (line 18 of Form 1040 Schedule F)

Value of Farm Production: $289,141


	


	Navigation

	Previous
	Takes the learner to the previous page

	Next
	Takes the learner to the next page.

	Lesson Menu 
	Takes the learner to the lesson menu to which the current topic belongs.

	Glossary
	Glossary pages are displayed in a separate window. 

	Help
	Help pages are displayed in a separate window.

	Exit
	Exits the application


	Additional Comments

	


Lesson 2- Accounting – The Language of Business 

Topic 3: The Earnings Statement
Page Type: Text and Graphics- Interaction

Programming Page: L2T3P15

Page Title: Calculating Farm Expenses
	Audio Script - Narrator Voice-Over 

	Now let’s complete the Farm Expenses portion of the earnings statement.  Access the financial information in the same way you did in the previous screen.




	Text on Screen (Exact wording that will appear on screen)
	Graphics (Description, placement on screen, location if known)

	Calculating Farm Expenses

Using the information provided through the buttons at the bottom, enter the amount corresponding to each Farm Expenses item. DO NOT use any commas.  Click CHECK MY ANSWER, to see how you’ve done.
	See example treatment in farm_income.doc

There will be an additional button labeled “Earnings Statement So Far”. Clicking this button will show the completed Farm Income portion of the earnings statement in a separate window. (Refer to section 1 (Farm Income) of earnings_statement_case-study.doc

The solution and explanation for this portion of the earnings statement is shown in section 2 of earnings_statement_case-study.doc

Refer to the section

Earnings Statement So Far -  Solution page 15 – Calculating Farm Expenses

	The table be split into 2 parts, refer to the earnings_statement_case_study_05 nov.doc
	

	For feedback: Have a new button called View Solution, place the explanation into that pop-up
	

	Prompt: Click CHECK MY ANSWER to know how you’ve done.
	


	Explanation

Please refer to Form 4562 and Form 1040 Schedule F

Spray Chemicals: $21,449 (line 13 of Form 1040 Schedule F)

Custom Hire: $22,255 (line 15 of Form 1040 Schedule F)

Fertilizer and Lime: $13,128 (line 19 of Form 1040 Schedule F)

Gasoline, Fuel, and Oils: $6,943 (line 21 of Form 1040 Schedule F)

Insurance: $7,418 (line 22 of Form 1040 Schedule F)

Interest: $24,989 (line 23a of Form 1040 Schedule F)

Labor Hired: $24,816 (sum lines 17 and 24 of Form 1040 Schedule F)

Rent – Real Estate: $11,000 (line 26b of Form 1040 Schedule F)

Repairs, Maintenance: $32,383 (line 27 of Form 1040 Schedule F)

Seeds, Plants Purchased: $11,515 (line 28 of Form 1040 Schedule F)

Supplies Purchased: $3,586 (line 30 of Form 1040 Schedule F)

Taxes: $7,152 (line 31 of Form 1040 Schedule F)

Utilities: $11,837 (line 32 of Form 1040 Schedule F)

Vet Fees, Medicine: $12,416 (line 33 of Form 1040 Schedule F)

Other Farm Expenses: $13,859 (line 34a of Form 1040 Schedule F)

Cash Expenses: $224,746

Depreciation Expense: $35,000 (line 22 of Form 4562)

Total Farm Expenses: $259,746


	For the button – brown family – use the document – brown family’s case study.doc

For button Form 4797 – use Form 4797.pdf

For Form 1040 - Form 1040.pdf

For button - Form 1040 Schedule D – use Form Schedule D.pdf

For button - Form 1040 Schedule F– use Form Schedule F.pdf



	Navigation

	Previous
	Takes the learner to the previous page

	Next
	Takes the learner to the next page.

	Lesson Menu 
	Takes the learner to the lesson menu to which the current topic belongs.

	Glossary
	Glossary pages are displayed in a separate window. 

	Help
	Help pages are displayed in a separate window.

	Exit
	Exits the application


	Additional Comments

	


Lesson 2- Accounting – The Language of Business 

Topic 3: The Earnings Statement
Page Type: Text  and Graphics- Interaction

Programming Page: L2T3P16

Calculating Net Farm Income and Net Earnings

	Audio Script - Narrator Voice-Over 

	Let’s now complete the remaining portion of the earnings statement. Access the financial information in the same way you did in the previous screen. 


	Text on Screen (Exact wording that will appear on screen)
	Graphics (Description, placement on screen, location if known)

	Calculating Net Farm Income and Net Earnings

Using the information provided through the buttons at the bottom, enter the amount corresponding to each Net Farm Income item. DO NOT use any commas.  Click CHECK MY ANSWER, to see how you’ve done.
	See example treatment in farm_income.doc

There will be an additional button labeled “Earnings Statement So Far”. Clicking this button will show the completed Farm Income and Farm Expenses portion of the earnings statement in a separate window. 

(Refer to section 1 and 2 (Farm Income) of earnings_statement_case-study.doc

The solution and explanation for this portion of the earnings statement is shown in section 3 of earnings_statement_case-study.doc

For page 16 Calculating  Net Farm Income and Net Earnings
Have all the buttons  - Form 1040 Schedule F and Form 4562, Form 1040, Form 4797, Schedule D, Schedule F)

	Prompt: Click CHECK MY ANSWER to know how you’ve done.
	

	Explanation:

Please refer to Form 1040

Net Farm Income from Operations: $29,395

Net Farm Income: $29,395

Salary/Wages (Gross): $68,000 (from Form 1040, Line 7, Section: Income)

Income Taxes and FICA: $18,000 (from Form 1040, Line 61, Section: Other Taxes)

Net Income: $79,395

Owner Withdrawal: $62,000 (as per the case study)

Net Earnings: $17,395
	For the button – brown family – use the document – brown family’s case study.doc

For button Form 4797 – use Form 4797.pdf

For Form 1040 - Form 1040.pdf

For button - Form 1040 Schedule D – use Form Schedule D.pdf

For button - Form 1040 Schedule F– use Form Schedule F.pdf



	Navigation

	Previous
	Takes the learner to the previous page

	Next
	Takes the learner to the next page.

	Lesson Menu 
	Takes the learner to the lesson menu to which the current topic belongs.

	Glossary
	Glossary pages are displayed in a separate window. 

	Help
	Help pages are displayed in a separate window.

	Exit
	Exits the application


	Additional Comments

	


Lesson 2- Accounting – The Language of Business 

Topic 3: The Earnings Statement
Page Type: Text and Graphics

Programming Page: L2T3P17

Topic Summary

	Audio Script – Narrator Voice-Over 

	In this topic, you learned about earnings statement and its components. You learned how to distinguish between cash basis and accrual basis accounting, and the relationship between an earnings statement and the balance sheet. Finally, you were exposed to the concept of depreciation and the various sources of information for the earnings statement.




	Text on Screen (Exact wording that will appear on screen)
	Graphics (Description, placement on screen, location if known)

	Topic Summary

Let’s summarize what you have learned. In this topic you have learned and understood about the:

· Earnings statement and its components

· Cash Basis and Accrual Basis accounting

· Relationship between earnings statement and balance sheet

· Depreciation 

· Sources of information for the earnings statement

· Calculation of various components in the earnings statement


	Standard summary screen

Collage of the images used in previous pages

	Prompt: Click Lesson Menu to return.
	


	Navigation

	Previous
	Takes the learner to the previous page

	Next
	<disabled>

	Lesson Menu 
	Takes the learner to the lesson menu to which the current topic belongs.

	Glossary
	Glossary pages are displayed in a separate window. 

	Help
	Help pages are displayed in a separate window.

	Exit
	Exits the application


	Additional Comments

	


Lesson 2- Accounting – The Language of Business 

Topic 3: The Earnings Statement
Page Type: Text and Graphics

Programming Page: L2T3P18

Lesson Summary
	Audio Script – Narrator Voice-Over 

	In this lesson, you learned about accounting and how it helps you in making sound business decisions. You have learned about the three important financial statements, the balance sheet, the owner’s equity statement, and the earnings statement. You have learned how to calculate interest and principal amount for the loans portions in the financial statement and its components. You learned how to distinguish between cash basis and accrual basis accounting, and the relationship between an earnings statement and the balance sheet. Finally, you were exposed to the concept of depreciation and the various sources of information for the earnings statement.




	Text on Screen (Exact wording that will appear on screen)
	Graphics (Description, placement on screen, location if known)

	Lesson Summary

The earning statements give you a complete picture of your income and expenses. They help you take appropriate steps whenever your expenses exceed your income. 

In this lesson you have learned about:
· The accounting basics

· The balance sheet

· The earnings statement
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Collage of the images used in previous pages

	Prompt: Click LESSON MENU to return.
	


	Navigation

	Previous
	Takes the learner to the previous page

	Next
	<disabled>

	Lesson Menu 
	Takes the learner to the lesson menu to which the current topic belongs.

	Glossary
	Glossary pages are displayed in a separate window. 

	Help
	Help pages are displayed in a separate window.

	Exit
	Exits the application
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