Income Statement Calculations Explanation

As the marketing manager of the Blue Jean Company, you have been asked to determine the Gross Sales, Total Sales Returns, Net Purchases, Net Cost of Products Sold, Transportation Expense and the Total Operating Expenses for the 6-month period ending June 30, 2005 by completing the attached Income Statement worksheet.

An income statement reports on the amount and source of revenue and the amount and type of expenses for a specific period of time.  The purpose of an income statement is to determine if the business earned a profit or loss on its operations.  

An income statement can be developed to analyze the profitability of the entire company or just one operating unit of the company.  For example, The Coca-Cola Company operates businesses in many different countries.  It can develop an income statement for the entire corporation, which includes the income statement and expenses of all stores in every country.  It can also analyze the performance of all of the stores operating in a specific country or region of a country.  Additionally, each business will have its own income statement.

Utilizing the Income Statement worksheet, you are to work in groups of (4) and complete an Income Statement for the Blue Jean Company by performing the following calculations:

· Gross Sales for the SE region

· Total Sales Returns

· Net Purchases

· Net Cost of Products Sold

· Transportation Expense

· Total Operating Expenses

Choose a spokesperson to represent your group to discuss your findings with the class.  Each group will choose one calculation to discuss.

