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LEARNING OUTCOMES

Mastery The candidate should be able to:

1ok 1o Wl gesy ol sy
describe the components of the income statement and alternative presentation formats of that statement.
oWl el abswl gyl Jbublg Jsall gl olighn wunog

describe general principles of revenue recognition and accrual accounting, specific revenue recognition
applications (including accounting for long- term contracts, installment sales, barter transactions, gross
and net reporting of revenue), and implications of revenue recognition principles for financial analysis.

ells (o Lou) 8ao0dl bl wlicul oloulnig aslasiwil dauloally ablpll wlpcil) dolell g3kl cung
(ablpyl ge Goballg Jlasyl ¢lg dwylaoll auloleng ol olewally (ol dbgb sgaell ge duwlaoll
Sl Juadll Lle bl elyicl oo oluilig

calculate revenue given information that might influence the choice of revenue recognition method.
byl wlicll a8 s Juisl Jle 585 38 LUl alogleal! e ely abslpdl wlus

describe key aspects of the converged accounting standards for revenue recognition issued by the

International Accounting Standards Board and Financial Accounting Standards Board in May 2014.

agall awlboall jleo gudowo ge é)oball alslpdl wlpic Wl dajlaied] dwuwlbuod] jwleol) duuiyl wilgadl cung
2014 gbo 6 awladl dwwlodl Jleo udoog

describe general principles of expense recognition, specific expense recognition applications, and
implications of expense recognition choices for financial analysis.

b e aipall jUDlg 183300l alogpuanll wljicll alaulnig «@logpanly wljicl) dolell gsloll cung
.Sl Juodll alegpandy wljicyl
describe the financial reporting treatment and analysis of non- recurring items (including discontinued
operations, unusual or infrequent items) and changes in accounting policies.
e gl aplell pe poliellg desgiall allaell el (o loy) 8y3aiall pé poliell Juaig dadlall yjlaill dalles wing
. L)l alwlud! 6 alueillg (6)40all
distinguish between the operating and non- operating components of the income statement.

J5 1 gl ddiedd! e g dduedudl] lgsoll g juoedl
describe how earnings per share is calculated and calculate and interpret a company’s earnings per share
(both basic and diluted earnings per share) for both simple and complex capital structures.

Jal (paw Ja) aassallg auwlwll pUydl) pauw JaJ asuidl pUjl jusig oluwog pauw Ja) il oluws das wung
badeallg dowu! Jlall gy J5Ua (o
distinguish between dilutive and antidilutive securities and describe the implications of each for the
earnings per share calculation.
pauw Ja) 2yl olus e laado J5 Ul cungg carasill 65banllg aaasoll adlodl §lygdl gw juoedl
convert income statements to common- size income statements.

o pao ald Jss ol J Jsal ol Jigsd
evaluate a company’s financial performance using common- size income statements and financial ratios
based on the income statement.

J5 gl e el adladl cuuillg &gl posdl ails Jsall alily plasiwl as il Jlodl elsdl ausi
describe, calculate, and interpret comprehensive income.

.Jolidl Js1 puudig wlwusg cung
describe other comprehensive income and identify major types of items included in it.
.duo dojadl poliel duwd Yl (c_ngjJI yasdg Bl Jolid! Jsall caung
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1 INTRODUCTION

The income statement is a financial report that outlines a company's financial results
over time, including revenue generated and costs incurred. It is also known as the
statement of operations, statement of earnings, or profit and loss statement. The
statement can be presented separately or as a part of a single statement of
comprehensive income. Investment analysts scrutinize income statements, while
equity analysts focus on equity markets' valuations and earnings estimates. Fixed-
income analysts examine income statements for debt repayments and corporate
financial announcements often emphasize earnings information. The reading covers
income statement components, revenue recognition, expenses, non-recurring items,
earnings per share calculation, income statement analysis, and comprehensive income
reporting.

Wl ablydl s (o by cabgll jgpo go a5 pid) adlall 2l 2aog) Jlo ppéi go J5aJI g
Jaay plwsdlg 2Ll g gl 2Lyl g ol volleell g auwl Loyl wye)g 6auaiall wyllallg
uaod) Jlodiwdl gllow pgéyg .Jolid! Jsal olg g o £jos gl Jussio Jauiy gl puaéi
glloo pgdy .pUdl lyasig pawdl Glgwl olanss Ll pauuil gllsw jop (s Lo sl ol
e ol adlall alitdedl j55 o Weg . gguadl shbuwd Js3Jl ol goods culll Jsall

ue gl alsgpanlly /alblpb wliclg sl g oligho seljall Lasi .2Uydl alogleo
oLl JsaJl )yl slaclg  Jsall gl Jdadg aaudl pbji olwsg /6)aiell

2 COMPONENTS AND FORMAT OF THE INCOME
STATEMENT

Companies typically report revenue on the income statement, which includes amounts
charged and expected to be received for goods or services. Net revenue is reported
after adjustments, such as cash or volume discounts or estimated returns.

e6gilallg dwogpoanll @Juadl (ol slg J5:l g o ablpdl gc b dsle Gldpidl 0gdi
Ulogadl Jio  alhrell ae) ablpdl (olo e ¢l oy .loas]l qi eludl Jléo lao diwl
.6Ja6.0J1 ajlgell gi dwanadl gf sl
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Exhibits 1 and 2 show the income statements for Groupe Danone, a French food
manufacturer, and Kraft Foods, a US food manufacturer.

asying 3l gl apwish A4 (a9 ugils Acganal J5all U2 gl glsyell o

el guioll asypol a5 ub o9 1jags Cudlys

\ Exhibit 1 \ Groupe Danone CONSOLIDATED Income Statement \

Year Ended 315t December

2008 2009
Net Revenue ablpyl jolo $15,200 $14,982
Cost of Goods Sold dclall gilayl aalsj (7,172) (6,749)
Selling expenses el «ayjlow (4197) (4,212)
General and administrative expenses (1,297) (1,356)
a)l>Ulg dwogoell o) jlaall ' '
Research and development expenses (198) (206)
paobilg ol wlgoj
Other revenue (expense
e ! (wlguanll) il alslyyl (86) (165)
Trading operating income Jolil Sl JsaJl 2,270 2,294
Other operating income (expense) "
(wgponll) sl dalie il alslyll (83) Al
Operating income el JsaJl 2,187 2,5M
Interest revenue Mlgall eilslyl 58 76
Interest expense Jlgall Glbguoo (497) (340)
Cost of net debt Wl Lolo aalss (439) (264)
Other financial revenue (expense) )
(wloguonll) a0l adlall calslpyul (145) (225)
Income before tax wlpall Jus JsJl 1,603 2,022
Income tax Jdol au s (443) (424)
Income from fully consolidated companies 1160 1598
Jolall 65og0dl s uid] o Jsal ’ '
Share of profits of associates
o JI s uidl EL_UT duoo 62 (77)
Net income from continuing operations 122 1521
6 ool o)l (o Joal oo ’ '
Net income from discontinued operations ) 269 B
dasgiall allaell o JoaJl oo
NET INCOME Jaall Lolo 1,491 1,521
Attributable to the Group decgoondl I &guuiall 1,313 1,361
Attributable to minority interests aoll aluoo JI @guuoll 178 160
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GILIWA Kraft Foods and Subsidiaries Consolidated Statements of Earnings (in
Millions of Dollars, except Per-Share Data)

Year Ended 315t December

2009 2008 2007
Net Revenue byl uoho $40,386 $41,932 $35,858
Cost of Sale aleunll aalsi 25,786 28,088 23,656
Gross Profit il Jlool 14,600 13,844 12,202
Marketing, administration, and research costs 9,108 8,862 7,587
collg 81509 Gigudll Gyl
Asset impairment and exit costs (64) 1,024 440
el clbig Jaoll dous yolasl
(Gains)/Losses on divestitures, net 6 92 (14)
LOLo 12) Bl oldac e asiWl plusdl/ (cuwleoll)
Amortization of intangibles 26 23 13
awgololl pé Jaodl iaiwl
Operating income Juead! Jso 5,524 3,843 4,176
Interest and other expense, net 1,237 1,240 604
LObo (sl aloguanllg Ailgall
Earnings from continuing operations before income 4,287 2,603 3,572
taxes J2I bilpsd Jus 6 paiall aldoell go 2Lyl
Provision for income taxes U3l ilpsd pogi 1,259 755 1,080
Earnings from continuing operations 3,028 1,848 2,492
6poinall oldaell go pUydl
Earnings and gain from discontinued operations, net of _— 1,045 232
income taxes
J5l ilps g0 aslo jaasgioll allasll qo cuwlaallg Uyl
Net earnings 2l oo 3,028 2,893 2,724
Non- controlling interest 8 oo pue dunos 7 9 3
Net earnings attributable to Kraft Foods $3,021 $2,884 $2,721
Jago cblys asi J] ayguudoll pLyll olo
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Danone and Kraft have different ways of listing years, with Danone listing years in
increasing order and Kraft in decreasing order.

Sxcbal iy algiudl 2)5b ggils pgéi cus  algiudl 2l)sd dalise Gib cslysg ggils s
SJW iy colysg

Increasing Year Order &l iy 65Uj

Year Ended 31 December

Group Danone CONSOLIDATED Income Statement: 2008 —1-' 2009

Decreasing Year Order s liad| did! i i

Year Ended 315t December

Statements of Earnings:

Kraft Foods and Subsidiaries Consolidated 2009 —T> 2008 — 2007

These differences in chronological information and presentation of items like expenses
are common. Expenses reflect outflows, depletions of assets, and incurrences of
liabilities in a business's activities. They can be grouped and reported in different

formats, such as Danone reporting research and development expenses as a separate

line item, and Kraft combining research costs with marketing and administration costs

and reporting the total in a single line item.

olasll gusei .deill wlaell Jio poliell ybicg adojl wlogleall o wlolisll 0ia

cLllg lerond Jooyg a5l abouiui 9 ool il uaig WJawoll slaiwlg s yaJl alassil

Jrasio g5 pelatll ciodll lass ge bl 9oils asub s Jio /aalise Glouwmil laic

A O Jloodl ge glullg 8)lbllg Grgudl el go coull cadlal oy Cblys a5l plbg

Aolg

Group Danone CONSOLIDATED Income Statement:

Selling expenses el «yjlow (4,197) (4,212)
General and administrative expenses " “ (1.297) (1.356)
a)l>4lg dwogoell yjuaonll ' '
Research and development expenses o N (198) (206)
Roodlg ol ulad
Other revenue (expense
e ! (wgpaall) sl alslydl (86) (165)

Kraft Foods and Subsidiaries Consolidated Statements of Earnings:

Marketing, administration, and research costs 9,108 8,862 7,587

Codllg 6)bUlg G guddl caldlai

STUDENTS-HUB.com



https://students-hub.com

Companies present their income statements differently. Danone uses parentheses to
indicate expenses, such as cost of goods sold and selling expenses, as they are
subtracted from revenue and reduce net income. Kraft, on the other hand, does not
place cost of sales in parentheses, assuming the user implicitly understands it as an
expense. Companies can either enclose an amount in parentheses or use a negative
sign to indicate a reduction in net income. Additionally, an item that increases net
income may be shown as a negative, which is added rather than subtracted in
calculating net income. Analysts should verify the order of years, expense grouping
and reporting, and treat items as negatives due to the flexibility in how companies
present their income statements.
Jio salell JI eyl Gwlgsll ggils a5 P33dud .alizo Jauw adsy ally albuildl padi
ol go .Joal olo Juaig ablydl go lasib oy cus eull aldaig dclodl gilawl aalss
“lious laady padiuod! gl uslisl Jle  guwgd gu alepall dalsi cuslys asub giai U g5l
S ojlud) aulw dolce plasiwl ol (uwad elo 259 ol wlspidl yany .lddi il Ll
wAw dail Jle Jsall Golo go 3 js S| paiell jalhy 36 .l J] aolb b . Js5uJl Lolo yolasdl
wlgiudl iy go Gasdl gulloodl e cany . JdoaJl oo wlws aic aopb g0 Uy aisls] alyg
Q8) ayars o digrodl ey dulw Wil Jle poliell go Joleillg gyylaill slaclg olaoll groaig
ladss ol albuadl

Operating income el JsaJl 2,187 2,51
58
Interest revenue Algall alslyl d1og0 piei 76
Interest expense Jlgall wldguowo (497) (340)
Cost of net debt WAl Lol aalsi (439) (264)
Other financial revenue (expense) ) (145) (225)
(wloguonll) a0l adlall calslpyul aJlw pies
Income before tax wilpall Jus Jsal 1,603 2,022
Gross Profit EJJ-” L:Jl-ool 14,600 13,844 12,202
Marketing, administration, and research costs 9,108 8,862 7,587
Aol 6)lbUlg Gl cadlai adlw pies
Asset impairment and exit costs (64) 1,024 440
2os)l ylsig Jguolll dois uolosil  aipgo iss
(Gains)/Losses on divestitures, net 6 92 (14)
SOlo 2yl aldec ge aaiWl Blusdl/ (cuwlswnll)
Amortization of intangibles 26 23 13
awgololl pé Jooll Giaiwl
Operating income Jueaudll Jss 9,524 3,843 4,176
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Companies report net income at the bottom of their income statement, which is often
referred to as the "bottom line." In 2009, Danone reported €1,521 million of net income,
while Kraft reported $3,028 million. Net income is often considered the most relevant
number to describe a company's performance over time, and the term "bottom line"
can sometimes be used to refer to any final or most relevant result in business.
awl We adl jliy silg lay galadl dsall gly Jawl (o Joall (olso ge gy ol il pgéi
o O JUgs ggalo 1,521 ey U5 Lol e ggibs dspb cuilel 2009 olc O aladl dodd!"
061 go U5l Lolo pis) b WL jUgs ggulo 3,028 &by U5 Lolo gc caslys asub cuilel
"awlad| douddl!" a_l_b;o.o rol_x:xuu' i |=UL5:>T ooy cadgll jgrou a5 il clsl o o) dlo Jisll
Jloc U auo sl gl ailad doud 6I S ojlivl
Year Ended 31°' December
Group Danone CONSOLIDATED Income Statement: 2008 2009
NET INCOME J2Al Lolo 1,491 1,521

Year Ended 315t December

Kraft Foods and Subsidiaries Consolidated Statements of 2009 2008 2007

Earnings:

Net earnings attributable to Kraft Foods $3,021 $2,884 $2,721
J296 Culys @b J] agaiall pUydl (oLo

Both Danone and Kraft present information below net income, including how much of it
is attributable to the company itself and minority interests. Danone consolidates
subsidiaries over which they have control, including all revenues and expenses even if
they own less than 100%. Minority interest represents the portion of income that
belongs to minority shareholders of the consolidated subsidiaries. For Danone, €1,361
million of net income is attributable to shareholders of Groupe Danone, while €160
million is attributable to minority interests. For Kraft, $3,021 million of net earnings is
attributable to Kraft Foods shareholders, with $7 million attributable to non-controlling
interest.

I oguiadl sl jlado s Lo Loy 1 Js3l (obo (o Jbl aloglen cuolysg ggils (o J5 padi
L0 Loy laule Jlauus Ul asWl ol uidl usgl ggils asub pgai .alsll pluoog lawai asuidl
d5l g0 ejadl adsdl was Jiad %100 o Joi cllioi cuils of s olaaillg ablyll glos ¢ls
1,361€ gl ,ggils a5 pid anuil basg0ll aeyll alspill (o alsil osluo I Lody 3l
Jgilo 160€ yi (o 6 .ggily dcgaao o graslwall JIsgey Jsall Lolo Jo jigs ggulo
Sid Uyl oo o jUgs ggako 3,021 gl vcuslpsd a5 pid auwdly .alslll youns J] sge) jUgs
Sopuo pe oo J| sjed jugs gullo 7 go 1jrgo cuolys osluwo J)
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Year Ended 315t December

Group Danone CONSOLIDATED Income Statement: 2008 2009
Attributable to the Group dcgoouldl JJl dguuiall 1,313 1,361
Attributable to minority interests asll Aluoo JI @guuoll 178 160

Year Ended 31%' December
Kraft Foods and Subsidiaries Consolidated Statements of 2009 2008 2007
Earnings:

Net earnings Wil Lslo 3,028 2,893 2,724
Non- controlling interest 8 o e das 7 9 3
Net earnings attributable to Kraft Foods $3,021 $2,884 $2,721

Jjogo cuolys asp J| &gudall 2Lyl oo

Net income includes gains and losses, which are economic benefits and costs arising
from ordinary business activities. For instance, when a manufacturing company sells
its products, these transactions are reported as revenue, while the costs incurred are
expenses. If a company sells surplus land, the transaction is reported as a gain or a
loss, based on the difference between the carrying value of the land and the price at
which it is sold. For instance, Kraft reported a $6 million loss on divestitures in fiscal
2009, which included a nutritional energy bar operation in the US, a juice operation in
Brazil, and a plant in Spain.

ay) el dbouii bl ge aubl aslaisl wdlaig ailgo Lag Wludllg cuwlaall Jsal obo Joudy
/bl aloleall 0da o ¢l ol ajladio guuaj @5l e boade  JUadl Juw Gle aslell
o gl ol sl Gl gy a5 pidl cols 13l .aledi (o 6usiall bl Il (o e
ey g s3I yeudlg yo il & pienl dandll gu @Grall e eliy /65lus gf 2y lail Llc dloleall
dd! o 2yl wldoc cuww gy gullo 6 )26 6jlus e caolys asui cuilel ,JUodl Juuw
eWl adocg 6andadl Ghlgll o dlaell asUall boy b U] duloc cilouis Ulg 12009 aloll
(el playil o Jlall ol g2)] ). Wluw] Lo ghaog il L6 suos!

The definition of income includes both revenue and gains, while expenses include
expenses arising from ordinary business activities and losses. Net income can be
defined as income minus expenses, revenue plus other income plus gains minus
expenses, or revenue plus other income plus gains minus expenses in ordinary
business activities minus other expenses, and minus losses. Net income can be
rearranged as (i) revenue minus expenses in ordinary business activities, (ii) other
income minus expenses, and (iii) gains minus losses.
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ae dbll olbgpacll aleguan)l Jouds iy cuwlaallg alblyyl go 16 Jsl el Loy
aio bggao Joal ail Jle Joull Lobo ypel gan Hlually aslell aybdl dlbutidl

laio Lgpan cwlaall Ul @6LbUL 5Dl abslpdl Jl dasbsub alblpdl gl olbguasl

laio Lgpan cwlaall Ul @6LbUL a0l abslpdl Jl dasbsul alblpdl gl wolbguasl
Sl laio bophog sl Gloguanll laio bapho dslell dladl dadidl Lo cloguoall
abouiilll Lo olaall laio bapho byl (1):JWH gadl Jle Joall Lobo iy 6sle] g4y
Flwad! aio bbgiho wuwlanll (3)g  alball lado bgibo il allyul (2) aslell ajbil

Income statements present significant items, including subtotals, to users of financial
statements. Some items are specified by IFRS, while others are not. Certain items, like
revenue, finance costs, and tax expense, are required to be presented separately. IFRS
also requires line items, headings, and subtotals relevant to understanding an entity's
financial performance to be presented. Expenses can be grouped by nature or function,
such as depreciation on manufacturing equipment or cost of goods sold, which may
include labor and material costs, depreciation, salaries, and other direct sales-related
expenses. Both Danone and Kraft present their expenses by function, also known as
the "cost of sales" method.

Note: Grouping by nature does not go into specific details. For example, salaries
include all the salaries in the company — such as those from the sales, marketing,
engineering, HR, and finance departments — all recorded as one item. On the other
hand, grouping by function means being more specific, such as showing the salaries of
the marketing department separately with their corresponding amount ($).

ay . alall Ul Gossiwed dcjall groloall el Lo Loy daaw gl Jol alily yoyes
ot 1511 paeyl gl g Lo adlall yylail shacy algall juleall dawlg poliell gae) yani
Jou s pall alseilg Jygodl cedbig albiydl Jio polell ybae) yoic way .cllis
ducsall grolaally woliellg saidl usje iyl alal yylail slacy agall pyleall (bl . Junaio
Jio aialhg gi ieus cuus claail L0 Y50y .6 Lol QLDJ| clsdl aa0) duwall uld
»lgallg @laell wdlar Jould a6 Lilg .dclall gilayl aalsi gi grwaill clreo Uie ulaiwdl
Jgib go Js 0287 .6 piblall ulenoll douijall wlésill go pcg cuilglg  Juaiwllg
"oleual! dala" a8y o ol Loyl dsgpeolly daddgll cuus loailaai caslysg

2105 Wigdl Jaud JUall Juw Jle 63300 Jwolal Lo Jba U dieuday g0l :ahsilo

— alollg &y piwd! 5ylgallg dwaiallg Grguillg wleuall plusl cilgy Jio — @5 uidl 6 ilgyl
Hsl ggsi gl pley aadsgll cuws groadl glb wspal @l Jog .aolg s Ao eiasg
(Wgalb) o) Jlan)l gliall o unsio Jasiy @il pusd lg) Jlals] io Tapsas
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An income statement often displays a gross profit or gross margin, which is revenue
less the cost of sales. This format is called a multi-step format, as seen in Kraft Foods'
income statement, while Groupe Danone's is a single-step format. For manufacturing
and marketing companies, gross profit is calculated as revenue minus the cost of
goods sold, while for service companies, it's revenue minus the cost of services
provided. Gross profit is the amount of revenue available after subtracting delivery
costs, and other business expenses are subtracted after it.

aalsi LosU ablpdl gag . Jlasdl al giwols of il Jloo! Jau1 gl usses o Wie

J5aJl W L6 auog0 ga las lghasll sxelo Guuwil puwl Guudll s e §lsy .oleuoll
il 62019 5ghnsy Guudi ga ggils dcgann Gl gl (s Lo Jogo cslys a5 iy yolall
glull dalsJ lado bogylan byl ail Lle Jlasul apl olws ol G ouwilly guaadl O il
038001 Wloasl @alsy laio bgglao Gyl Glws ol @ loasdl Glb il ady laiy dclol!

S0l bl olsail pb abg el el pub e doliall ablpdl jlago ga Jlasyl aiyl

.00)
Single-Step Format 6aolg g0y (Guudd!
Year Ended 31°' December
Group Danone CONSOLIDATED Income Statement: 2008 2009
Net Revenue byl Lolo $15,200 $14,982
Cost of Goods Sold dclall gilayl aalsj (7,172) (6,749)
Selling expenses el «yjlow (4,197) (4,212)
General and administrative expenses (1.297) (1.356)
a)l>dlg dwogoell yjuaall ' '
Research and development expenses (198) (206)
paobilg ol wldoj
Other revenue (expense)
(wgpaall) sl alslydl (86) (165)
Trading operating income Johil Jueadl JsaJl 2,270 2,294
090 Lo Jilo ayeiiidll cadaill (64 g COGS Jouiw 1630lg 630 wblpll go wlbguandl lispb
ol ggllb
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Multi-Step Format wlglbadl saeio Guudd!

Year Ended 315t December

Net Revenue ablpdl Lolo  $40,386 $41932 | $35,858

Gross Profit il Jlool 14,600 13,844 12,202

Asset impairment and exit costs (64) 1,024 440
i. g)2dl cadlbig Jawolll dous yolasil

Amortization of intangibles 26 23 13
awgalall e Joodl ¢ilaiwl

J5) e il cagladl 630 b olepall dalsi op0 Jol owiso clslutl go cloguaall syl
(asilg yaunil gl JbJ puudy aolg

m

companies, interest expense is included in operating expenses and subtracted to
arrive at operating profit. Operating profit can be useful for evaluating individual
business segments, as interest and tax expenses may be more relevant at the overall
company level. The specific calculations of gross profit and operating profit may vary
by company, and readers can consult the notes to the statements to identify significant
variations across companies.

lao )b g Jaedd] oo o 835 cayjuow (uouadd ol adladl s pil) U
ays30)l Jlacdl olelns sl Iuao Jhedd! apl ggsy ol gy .Gueddl apl JI Jeogl
caling a6 .ole Jauiy a5 pidl gl Ll dasl dol wilpallg xlgall ¢lasi ggai 38 cus
S ggadl elpall ganyg (85 pidl cuws aie il pUllg aupl Jlosd 653000l lusdl
bl g daaod! GLBUI ol Gl ole alasiloll
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Operating profit, also known as EBIT, is the earnings before interest and taxes.

However, they are not the same. In Exhibits 1and 2, interest and taxes do not

represent the only differences between earnings and operating income, as both

companies report income from discontinued operations separately.

Ly Loas cll> gog .cuilpallg ailgall Jus byl ga .EBIT rm.ubho.;l wgyeoll il 2l
Jdsa]lg EUJi” Gy 0ol wlbodis Ul el pallg Ailgall Jiaj U .29 T (udsdoll 69 .e il gud
oo Jaty aasgiall Slaell 4o J5al gc ¢l gaspil WS pgal s et

Operating income el JsaJl 2,187 2,51
Interest revenue Adlgall alslyl 58 76
Interest expense Jlgall aléguowo (497) (340)
Cost of net debt Wl Lol dalsi (439) (264)
Other financial revenue (expense) ) (145) (225)
(wloguonll) 501 adlall culslpy Ul
Income before tax WlpAdl Jus JosJl 1,603 2,022
Income tax dsAl s (443) (424)
Income from fully consolidated companies 1160 1598
JolaJb 6aogall b puidl o Jsl ' '
Operating income Jueiudll Jbs 5,924 3,843 4,176
Interest and other expense, net 1,237 1,240 604
LOlo (sl wloguanllg Ailgall
Earnings from continuing operations before income 4,287 2,603 3,572
taxes J2I lpsd Jus 6 paiuuall aldoell o pUyll

Exhibit 3 shows CRA International's income statement, which deducts service costs
from revenues to calculate gross profit. The company's fiscal year ends in November
and occasionally has a 53-week fiscal year, which may impact a quarter with an extra
week. Analysts should be aware of this effect when making historical comparisons and
forecasting future performance, as it may have a material impact on a quarter
containing the extra week.

bl o dossll wylad puasy sillg, CRA Internationalas i Jss gl 3 Jauidl auog
diw o) oty JUsll Go2) o9 adgl Jau b a5pil alall diwl Lail @iyl Jlasl Glwal
1) Ll lgigay gl gulloiol) 2ing 6LB| gouwl gl Lle P& 26 Loo Leguwl 53 ladao allo
e solo WU d goay 26 aill el b I quillg dwsyy Wl aljlaoll clys) e Wl ey
Lol gouwill Lo sginy sl gyl
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Exhibit 3 YEAR ENDED

CRA International Inc. Consolidated 28 Nov 2009 | 29 Nov 2008 | 24 Nov 2007

Statements of Income (Excerpt) (in Thousands | (52 Weeks) (53 weeks) (52 Weeks)

of Dollars, except Per- Share Data)

Revenues $301,639 $376,751 $394,645

Cost of services <loasdl aalaj 199,861 251,263 248,514

Gross Profit adl Jlaol 101,778 125,488 146,131

Selling, general, and administrative expenses 76,124 92,797 90,079
dyylbylg dolell yjlanllg gull

Depreciation and amortization 8,521 12,699 9,782

Income from operations ool o Olslpll $17,133 $19,992 $46,270

Exhibits 1, 2, and 3 provide a basic overview of the income statement, highlighting
variations based on industry, country, and accounting policies. Some differences are
primarily in terminology, while others are fundamental accounting differences.
Financial statements can help identify these differences. Understanding the income
statement’'s components and format is crucial for accurate interpretation. To
accurately measure and attribute revenue and expenses, analysts must be familiar
with revenue and expense recognition principles, which are used to measure and
attribute revenue and expenses to a specific accounting reporting period.
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ey ol U cquall bbulud &0 «(Joal g e duwlwi dole 63047 39 29 1 wlaoall yogi
aldlbuowly Jgll plaadl Lo Gl alodibll yae) .auulballg Alg dclivall wlwluw Ll
0 AWl Gl aclug Il gboy . auwlwi duwwlbo LB Glel BII yaedl gl o 0
owld) . @us )l el duos il g_JlfIyaT asug ol gl aligbo oo rey .wlodisll ods xaod
bl wliicl by &l Lle gallowadl gasy gl woy a6 wosluwlg aloguaallg wlslydl
o boo pylai slac] 836 JI alegpanllg lbsipdl sluwlg gwbe) padduwd JUlg «aloguanllg
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