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INTRODUCTION

The primary objective of this note is to provide an introductory understanding of financial statements, their
significance, and their ability to portray both the operating performance and financial position of a company.
‘Throughout this document, we will delve into the fundamental components that make up financial reporting,
including:

» The statement of earnings (also known as the income statement)
» The statement of financial position (also known as the balance sheet)
» 'The statement of retained earnings

These topics will be examined in depth, elucidating their role in presenting a comprehensive overview of a company’s
financial health. By adopting a business-oriented and academic approach, this note aims to equip readers with the
necessary knowledge and analytical skills to decipher and interpret these essential financial statements effectively.

STATEMENT OF EARNINGS (Income Statement)

'The statement of earnings (SOE) presents information on the financial results of a company’s business activities
over a period of time. It is also sometimes referred to as the statement of operations, income statement, or profit
and loss (P&L) statement. The SOE communicates how much revenue the company generated during a specific
period, and what costs it incurred in connection with generating that revenue. Though it contains many line items,
the basic equation underlying the SOE is revenue minus expenses equals net income.
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Basil Bookshop LTD.
Statement of Earnings (SOE)
For the years ending December 31, 2023

Gross sales $ 1,750,000
Less: Sales returns & allowances $ 50,000

Sales discounts 40,000 90,000
Net Sales 1,660,000
Cost of goods sold:

Inventory (opening) 180,000

Plus: Net purchases 950,000

Cost of goods available for sale 1,130,000

Less: Inventory (ending) 120,000
Cost of goods sold 1,010,000
Gross income 650,000
Operating expenses:

General and administrative expenses 270,700

Selling expenses 177,500

Depreciation expenses 17,500
Total operating expenses 465,700
Income from operations 184,300
Plus: Other income 12,000
Less: Other expenses and interest 29,000 e
Net income before tax 167,300
Income tax expense 44,500

Net income after tax 122,800
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Let’s take a deeper look at various sections of the SOE:

1.

Revenue or Sales: the top line of the SOE, commonly referred to as revenue or sales, represents the total amount
of money generated from the company’s primary business activities within a specific period. It encompasses
the money earned through the sale of goods or services to customers, indicating the company’s ability to attract
customers and generate sales. Revenue is a key metric that demonstrates the company’s top-line growth and is
a crucial factor in assessing its financial performance.

In the above example, Basil’s Bookshop (Basil) sold $1,750,000 in books and other items between January 1,
2023 and December 31,2023 (the fiscal year ended December 31, 2023).

» Note:

a. 'The SOE is prepared on an accrued basis and not a cash basis. For example, Basil’s fiscal period ended
on December 31, 2023. If a sale was made to a daycare center on December 30, it would be recorded as
revenue for that period, even if the daycare did not pay in cash until January 15,2024. Similarly, expenses
incurred in December, but not yet paid by December 31, such as employees’ wages or bank loan interest,
are recorded as expenses for the period. Thus, the SOE does not reflect the actual cash receipts and cash
payments made; rather, it records the revenue and expense activities that happened within the specified
period.

b. Revenue or sales are always reported as net income of any sales discounts or returns and allowances.
Remember, net sales are sales made during the same period, not cash collected during the period.

Gross vs. Net
The term gross means the total amount of something before any deductions. The term net means the gross amount
after all of the relevant deductions. For example, in section one of Basil's SOE, there is a line item for gross sales,

which represents all sales that were made during the specified year. There is also a line item for net sales, which

represents all of the sales that were made during that year, less any returns and discounts provided.

2. Cost of Goods Sold: (COGS) is a vital component of the SOE that reflects the direct costs incurred in

producing or acquiring the goods sold by a company. For a wholesale merchant business (a business such
as Basil that buys and re-sells goods), COGS is the cost that the business paid to acquire the items from
suppliers. For a manufacturing business (a business that purchases goods and puts them together to create
something new), COGS includes expenses such as raw materials, direct labor, and manufacturing overhead
directly associated with the production process. COGS serves as a measure of the expenses directly tied to the
production of goods, and it serves to calculate the gross profit of the company. Analyzing COGS helps assess
the efficiency of the company’s operations and its ability to manage costs effectively in relation to generating
revenue. Revenue less COGS is called gross profit.

)) Revenue - COGS = Gross Profit




Introductory Note on the Statement of Earnings, Retained Earnings and Financial Position Page | 4

In the case of Basil, the COGS would be the cost that Basil paid to purchase the books from their suppliers. If
Basil paid a supplier $13.00 for a book, and then sold that book to a customer for $22.00, Basil’s revenue would
be $22.00 and COGS would be $13.00. Basil would have a gross profit on the sale of $9.00 ($22.00 less $13.00).

How to Solve for COGS?
In Basil’s case, at the end of the year, the company would determine the following things:
a. 'The opening balance (O/B) of inventory: the value of books that were in the store on the first day of the
fiscal year—January 1, 2023. This year’s opening balance of inventory is also equal to last year’s ending
balance of inventory on December 31, 2022.
b. 'The net purchases: the amount of money spent on buying books from suppliers throughout the entire
fiscal year.
c. 'The ending balance (E/B) of Inventory: the value of books in the store on the last day of the fiscal
year—December 31, 2023.
d. COGS: the value of books in the store at the beginning of the year (O/B inventory) + the value of all
the books added to the store during the specified period (purchases) — the value of the books still in

the store at the end of the period (E/B inventory) = the value of the books Basil sold during the year
(COGS).

» O/B inventory + purchases - E/B inventory = COGS

3. Operating Expenses: encompass various costs incurred by a company in its day-to-day operations. These
expenses are not directly associated with the production or acquisition of goods but are essential for running
the business and generating revenue. Some common examples of operating expenses include, but are not
limited to: salaries and wages, depreciation and amortization, general and administrative expenses, research
costs, professional fees, maintenance and repairs, and rent and utilities. Section three shows an example for

Basil.

Note on Depreciation Expense: Depreciation expense (and its connection to accumulated depreciation) will be
discussed in the SOFP section.

4. Other Income & Expenses: represent a category of non-recurring or infrequent items that are outside of the
normal course of business activities. It includes various income or expense items that are not directly related
to the core operations of the company. Some common examples of other income and expenses include, but are
not limited to: gain or loss on sale of assets, litigation settlements, and foreign exchange gain or loss.

It is important to note that the items reported in the other income and expenses section are often non-recurring.
'They do not occur regularly or predictably as a part of the company's ongoing operations. These items are often
considered one-time or exceptional events that may significantly impact the reported net income for the period.
By segregating these items into a separate section, the SOE provides clarity and transparency regarding the impact
of these non-recurring items on the company’s overall financial performance. Investors and stakeholders can better
assess the underlying profitability and operating results of the company by excluding these exceptional items.
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For example, Basil sold old shelving units from the backroom during the year. Basil is not in the business of selling
shelves, nor were the shelves initially bought for the purpose of being sold (they were bought to be used as an
asset). Any gain on the sale of that furniture would go to other income because it is not part of the ordinary course
of business.

Interest expense is also frequently included in the other income section of the SOE as seen in section four of
the Basil example. Interest is a fee that is charged on money that a company has borrowed (money borrowed is
called debt). The amount of interest a company pays is dependent on the amount and type of debt a company has.
Interest expense is often listed after the operating income to allow users of the financial statements to analyze how
profitable a business is before and after factoring in the cost of their debts.

At the end of the SOE, there is a line item for net income before taxes, a line for income tax expense, and a line
for net income after tax. Tax expense represents money that is owed to the governments of the countries in which
the company operates. In Canada, when using the taxes payable method, income tax expense is calculated as a
percentage of net income before taxes. The effective tax rate is the percentage of net income that the business pays
in tax. The effective tax rate can be calculated by taking the tax expense and dividing it by the net income before
tax. Basil’s effective tax rate is 26.6% (tax expense of $44,500 + net income before tax of $167,300).

» Effective Tax Rate = Tax Expense + Net Income Before Tax

(® Helpful Tips

» Add the company name, name of the statement, and the date of the period ending in the title of each
financial statement.

» Follow the same order of accounts on the SOE—i.e., sales or net revenue, COGS, operating expenses,
other income or expenses, and net income after tax.

» The SOE does not necessarily reflect the actual cash collected or paid out in this period, since the timing
of these receipts and payments may vary.

» Note that gross profit, gross margin, and gross income all refer to the same account on the SOE.
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STATEMENT OF FINANCIAL POSITION (Balance Sheet)

The statement of financial position (SOFP), also known as the balance sheet, is a financial statement that
provides a snapshot of a company's financial position on a specific date, typically the end of a reporting period. It
complements the SOE by presenting a summary of what a company owns (assets), what it owes (liabilities), and
the owners’ investment in the business (shareholders’ equity).

The SOFP’s purpose is to reflect the resources available to the company and the claims against those resources.
Assets represent the economic resources owned by the company, including tangible items like inventory, land,
buildings, and equipment, as well as intangible assets like patents and trademarks. Simply put, assets are something
a company owns that will generate future value. Liabilities represent the company's debts or obligations, such as
loans from banks or unpaid accounts payable to suppliers. Liabilities are something a company owes that they
will have to distribute in the future. Equity, also known as shareholders’ equity, owners’ equity or net worth, is the
difference between assets and liabilities and represents the owners’ claims against the company. Equity is money
that the company has earned or received that it does not have to pay back.

'The SOFP operates on the fundamental principle of the accounting equation. Assets are equivalent to the sum
of liabilities and shareholders’ equity. This equation represents the concept that the two sides of the statement are
in equilibrium, resulting in an equal total. Any increase or addition to the assets side must correspondingly align
with an increase in either the liabilities or shareholders’ equity side to maintain the required balance within the
statement. In other words, if a company increases its resources (assets), they must have paid for those resources,
either through an increase in debt or an increase in ownership stake. This foundational principle ensures that the
SOFP accurately reflects the financial condition of a company and upholds the fundamental principles of double-
entry bookkeeping.

Assets = Liabilities + Equi
» quity
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Basil Bookshop LTD.

Statement of Financial Position (SOFP)
For the years ending December 31, 2023

Assets
Current assets
Cash
Accounts receivable
Inventory
Prepaid expenses

Total current assets

Long-term assets

Land
Building

Accumulated depreciation -

Furniture & fixtures

Accumulated depreciation -

Total long-term assets
Total Assets

Liabilities

Current liabilities
Line of credit
Accounts payable

building

$ 10,000
17,000
120,000
5,000

152,000

391,000
$ 300,000

(105,000) 195,000

furniture & fixtures

25,000

(10,000) 15,000

Current portion of long-term debt

Total current liabilities

Long-term liabilities
Bank loan
Total long-term liabilities

Shareholders' equity
Common stock
Retained earnings

Total shareholders' equity

Liabilities and shareholders' equity

601,000

$ 753,000

$ 2,000
24,000
15,000

41,000

330,000

330,000

100,000
282,000

382,000

$ 753,000
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Assets

Assets can be categorized by two main types: current assets and non-current assets. Each type represents a difterent
characteristic and timeframe for their expected use or conversion into cash.

Current Assets:

Current assets are those that are expected to be converted into cash or spent within one year. They are typically
more liquid and readily available for use in daily operations. Assets that are more liquid, refers to the ease with
which these assets can be converted into cash or used to settle short-term obligations. Examples of current assets
include:

a. Cash and cash equivalents: includes cash on hand and bank accounts.

b. Short-term investments: investments with a maturation of less than one year, such as treasury bills or money
market funds. They are also known as marketable securities.

c. Accounts receivable: amounts owed to the company by customers for goods or services provided on credit.

For example, for the books that Basil sold to the daycare on December 30, 2023, they would not receive payment
from the daycare until January 15,2024. The amount that the daycare owes Basil would go into accounts receivable,
because as at December 31, 2023 (the date of our balance sheet), the daycare owes money to Basil.

d. Inventory: the value of goods held for sale in the ordinary course of business. For Basil, inventory is all of the
books purchased from suppliers that have not yet been sold (i.e., the books that are sitting on the bookshelves
in the store on December 31, 2023). This number also appears on the SOE (refer to ending inventory in
section two of Basil's SOE) as a part of the calculation of COGS.

e. Prepaid expenses: expenses paid in advance, such as insurance premiums or prepaid rent, that could be utilized
within the next year. As the value is not fully received when the payment is made, the unused portion, or the
benefit to come, is considered an asset of the company.

Long-term assets:

Long-term assets, also known as non-current assets, are held for longer periods of time and are expected to be
converted into cash or used up over multiple years. They provide long-term value to the business and are vital for
its operations. Examples of non-current assets include:

a. Property, Plant, and Equipment (PPE): physical assets used in business operations, such as land, buildings,
machinery, vehicles, and furniture. All fixed assets, with the exception of land, are shown at their original cost,
less accumulated depreciation. Only land is recorded at its original cost and is never depreciated, because the
economic benefits provided by the land do not diminish over time.

»Note on Depreciation and Accumulated Depreciation

Depreciation expense is an SOE account that shows the estimated value of fixed assets used during the fiscal
year. Fixed assets lose value over time due to wear and tear, and obsolescence. Over the assets’ useful life, the
company systematically allocates the cost of the asset as a depreciation expense. The simplest method for
determining depreciation is called the straight-line method. While accountants have several other methods
used to depreciate assets, these will be covered in advanced accounting courses.
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Straight-line depreciation is calculated by taking the original cost of the assets, less its residual value, divided
by its useful life, and prorated for the number of months the asset was owned during the year. The term prorate
means taking a fraction of something as appropriate.

» Straight line depreciation expense = (cost - residual value) + useful life x n/12

(O Note for Business 1220E: always assume the residual value is zero; therefore the depreciation calculation will be:
straight-line depreciation expense = cost + useful life x n/12

Accumulated depreciation is a balance sheet account that represents the total depreciation expense accumulated
over the life of the fixed asset. It is a contra-asset account, meaning that it shows as a negative asset directly
under the positive original cost of the asset it is connected to.

When accounting for long-term fixed assets consider the following:

1. Initial recording: when a company acquires a PPE asset, it is initially recorded at its cost. For example, Basil

bought furniture and fixtures for an original cost of $25,000, as shown on the SOFP.

2. Depreciation expense: at the end of each year, Basil calculates depreciation expense and puts it as a line
item on the SOE. Depreciation expense represents the depreciation for one fiscal period.

3. Accumulated depreciation: Basil also adds the depreciation expense to the accumulated depreciation
account. The accumulated depreciation account represents the total depreciation expense that has ever
been recorded on that asset, in any fiscal period.

4. Carrying value calculation: the carrying value (or net book value) of a fixed asset is calculated by subtracting

the accumulated depreciation from the original cost. The carrying value represents the net book value,
or the remaining value of the asset after accounting for depreciation. For example, Basil’s furniture and

fixtures have a carrying value (or net book value) of $15,000, as at December 31, 2023.

For example: on January 1, 2020, Basil bought $25,000 worth of furniture and fixtures. The accounting over
the next few years using the straight-line method is as follows:

Depreciation | Cost of furniture ?ccun}ul.a ted Net book value
Date expense for the and fixtures epreciation - - furniture and
*P furniture and

fiscal year (SOE) (SOFP) fixtures (SOFP) fixtures (SOFP)
January 1, 2020 $- $ 25,000 $- $ 25,000
December 31,2020 2,500 25,000 2,500 22,500
December 31,2021 2,500 25,000 5,000 20,000
December 31,2022 2,500 25,000 7,500 17,500
December 31,2023 2,500 25,000 10,000 15,000
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Accumulated depreciation does not represent actual cash reserves, but rather a bookkeeping entry that reflects
the reduction in the value of the asset. It helps in properly matching the cost of the asset with the revenue it
generates over its useful life, adhering to the matching principle in accounting.

Property plant and equipment are listed under the long-lived asset section and are shown at their net book
value.

» Net Book Value = Original Cost of the Asset - Accumulated Depreciation

b. Intangible assets: non-physical assets that have value, such as patents, trademarks, copyrights, and
goodwill. The intangible asset, goodwill, is relevant only when companies are purchased. When a
company is purchased, establishing the “correct” price can be difhicult. Often, a purchaser will pay more
for a company than its fair market value of the net assets. They do this because companies sometimes
have value that cannot be shown on financial statements, such as the loyalty of existing customers or the
company’s reputation. The purchaser’s SOFP will include this intangible account, called goodwill, after
it is purchased, and the amount recorded will be the premium paid above the company’s net assets value.

Intangible assets with a defined useful life are amortized over their useful life. Amortization is the same as
depreciation. Intangible assets with a definite useful life will have an accumulated amortization account on the
SOFP, and an amortization expense account on the SOE.

c. Long-term investments: investments in other companies, bonds, or long-term financial instruments held for
more than one year.

d. Long-term notes receivable: amounts owed to the company by borrowers that will be collected beyond the
next year. Understanding the distinction between current and non-current assets is important; it helps assess
the liquidity, financial health, and operational efficiency of a business. It also helps determine the ability of the
company to meet its short-term obligations and its overall asset composition.

Liabilities

Similar to assets, liabilities can be classified into two main types: current liabilities and non-current liabilities.
These categories represent different timeframes for the settlement of obligations and provide insights into the
financial obligations of a company.

Current Liabilities:

Current liabilities are obligations that are expected to be settled within one year, or the operating cycle of the
business, whichever is longer. They typically require the use of current assets or the creation of new current liabilities
to be fulfilled. Examples of current liabilities include:

a. Notes or accounts payable: amounts owed by the company to suppliers or vendors for goods or services received
on credit.
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b. Short-term loans: loans or borrowings with a maturity period of less than one year, such as lines of credit or
short-term bank loans.

c. Accrued expenses: expenses that have been incurred but not yet paid, such as salaries and wages payable, utility
bills, or taxes. For example, salaries and wages earned prior to the employees’ payday accumulate daily, yet
payment to these employees is usually recorded only when they are paid (on payday). Thus, accrued expenses
are those that have been incurred, but because there has been no transaction date, they have not been invoiced

or paid.

d. Unearned revenue: payments received in advance for goods or services that have not yet been delivered or
earned by the company. Unearned revenue, also known as deferred revenue or advance payments, is a current
liability that arises when a company receives payment from a customer for goods or services that are yet to be
delivered or earned. It represents an obligation to provide the product or service in the future. For example,
since Basil does not have any unearned revenue, consider XYZ Corporation—a software company that sells
annual software subscriptions to its customers—with a customer that pays $1,200 upfront for a one-year
subscription. At the time of payment, XYZ Corporation has not yet provided the full years’worth of software
access to the customer. Therefore, the $1,200 payment received from the customer is recorded as unearned
revenue on XYZ Corporation’s SOFP. It is classified as a current liability because it represents an obligation
that will be fulfilled within the next year.

e. Current portion of long-term debt: the portion of long-term debt that is due for repayment within the next
year. For example, Basil has a long-term bank loan that is being repaid in $15,000 installments annually. On
the SOFP, that loan must be recorded in two parts: the current portion and the long-term portion. The current
portion of long-term debt is the amount that is due in the next fiscal year. The long-term debt line item (under
long-term liabilities) records the amount that is due to the bank after one year. As of December 31, 2023,
per the SOFP, Basil owes $345,000 on the bank loan, of which $15,000 is due in 2024 and the remaining
$330,000 is due in 2025 and beyond.

Long-Term Liabilities:

Long-term liabilities, also known as non-current liabilities, are obligations that are not expected to be settled
within the next year. They represent long-term financial commitments that extend beyond the short-term horizon.
Examples of non-current liabilities include long-term debt and employee pension obligations.

Equity

'The equity section, also known as shareholders’ equity or owners’ equity, represents the ownership interest in
a company, indicating the net value of the assets after deducting liabilities. It consists of various components,
including capital stock, preferred shares, and retained earnings.

1. Capital Stock: represents the investment made by shareholders in exchange for ownership in the company.
Also known as common stock, it represents the ownership rights and entitlements to a proportionate share
of the company’s profits and assets. Shareholders typically receive voting rights and dividends based on their
holdings of common stock.

For example, when Basil’s owners, Katy and Noor, started the company, they each contributed money to
it—Katy invested $65,000 in exchange for 650 common shares. Noor invested $35,000 in exchange for 350
common shares. Each common share cost $100. Therefore, the SOFP shows $100,000 in common stock, and

Katy and Noor own 65% and 35% of Basil, respectively.
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Dividends: As owners of the company, Katy and Noor could receive dividends. Dividends are the distribution
of a company’s earnings to its shareholders.

2. Preferred shares: a type of ownership interest that grants certain privileges or preferences to shareholders,
such as priority in receiving dividends or assets in the event of liquidation. Preferred shareholders have a fixed
dividend rate or preference over common shareholders for distributions.

For instance, a company may issue preferred shares for $1,000 each (known as the par value of the shares),
providing shareholders with a fixed annual dividend of 5% of the par value. If 50 preferred shares are
outstanding, at a par value of $1,000, the preferred shares would be recorded as $50,000.

3. Retained earnings: represent the accumulated profits or losses that the company has retained after paying
dividends to shareholders. It reflects the portion of the company’s earnings that have been reinvested back
into the business. Retained earnings can increase through profitable operations or decrease due to net losses.

For example, Basil reported a net income of $122,800 and dividends of $32,800. Their retained earnings
therefore grew by $90,000 over last year—the amount Basil made that was reinvested into the business. The
rest of the money ($32,800) was distributed to the owners of the company. The statement of retained earnings
for Basil is shown and discussed below.

Because a company’s total profits belong to its shareholders’, retained earnings are a part of equity. Shareholders
choose whether to take the money out in the form of dividends, or to leave the money in the business. Retained
earnings are therefore a source of funding that comes from the owners of a business, and it does not need to

be paid back.

It is important to remember that retained earnings are not cash. When a user sees retained earnings on a
SOFP, they cannot plan to use that value. Retained earnings are simply a running total of all of the money that
has been reinvested into the business historically.

(® Helpful Tips

» Classification of accounts: classify each account into appropriate categories, such as current assets, non-
current assets, current liabilities, non-current liabilities, and equity.

» Depreciation: only use the straight-line method to calculate depreciation expense and assume that the
residual value is always zero.

» Order of presentation: arrange the accounts in a systematic order to create a clear and organized SOFP.
Assets are presented first, followed by liabilities and shareholders’ equity. Within each category, order the
accounts by liquidity or maturity.

» Balance equation: confirm that the SOFP follows the fundamental accounting equation: assets = liabilities
+ shareholders’ equity. Ensure that the total assets match the total liabilities and equity, maintaining a
balance between the two sides of the equation.

» Clear headings: use clear and descriptive labels and headings for each section of the statement.
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STATEMENT OF RETAINED EARNINGS

The statement of retained earnings is a financial statement that shows the changes in a company’s retained
earnings balance over a given period. It provides insights into how a company’s net income, dividends, and other
adjustments affect the accumulated profits or losses that have been retained in the business. The statement of
retained earnings consists of the following, in order:

a. Opening retained earnings: retained earnings balance from the previous period (as reported on the prior year’s

SOFP).

b. Net income: increases retained earnings, while net loss decreases retained earnings. Net income, or net loss,
reported on the SOE for a given period is a key component in calculating the change in retained earnings.

c. Dividends: dividends declared and paid to shareholders during the period reduce retained earnings. Dividends
are not expenses and are therefore not reflected on the SOE. Instead, they are directly deducted from retained
earnings in the statement of retained earnings.

d. Ending retained earnings: equals opening retained earnings, plus net income, less dividends. The ending
retained earnings balance is shown on the SOFP. It also is carried forward and becomes the opening retained
earnings balance for the next accounting period.

Basil Bookshop LTD.
Statement of Retained Earnings (SORE)
For the years ending December 31, 2023

Opening retained earnings $ 192,000
Plus: net income 122,800
Less dividends declared 32,800
Ending retained earnings 282,000

'The ending retained earnings balance from the statement of retained earnings is reported on the SOFP as part

of shareholders’ equity.

CONCLUSION

In summary, the statement of earnings (income statement), statement of financial position (balance sheet), and
statement of retained earnings provide important information about a company’s history. The SOE shows the
amounts realized during the stated fiscal period. The SOFP shows what a company owns at a given period end
date—its assets, what it owes (liabilities), and the money it has used that it does not have to pay back (equity). The
statement of retained earnings shows what value the company reinvested into the business, and what value has
been declared as dividends to be sent back to shareholders.



Introductory Note on the Statement of Earnings, Retained Earnings and Financial Position

Page | 14

The chart below illustrates some of the connections between the three statements.

Basil Bookshop LTD.

Statement of Earnings
For the year ending December 31, 2023

Ending Inventory $120,000

COGS

Depreciation Expense 17,500
122.800

Is equal to

Net Income after Tax

REFERENCES

Is equal to,

Basil Bookshop LTD.
Statement of Retained Earnings
For the year ending December 31, 2023}

> Inventory
Is part of the calculation of > [Accumulated Depreciation

Retained Earnings

Basil Bookshop LTD.
Statement of Financial Position
As at December 31, 2023

$120,000

(115,000)

282.000

Net Income $ 122,800
Ending Retained Earnings 282.000) Is equal to
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