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Notice that the Statement of Earnings is considered to be “before adjustments”. In the next several chapters we will see that many financial accounts must be adjusted at the end of the period. For example, the company may have incurred interest on its debt, but the interest is not paid until the end of the year. In this case we would be required to accrue interest for one month so we do not violate the matching process.
Specifically to Sun-Rype, this statement of earnings is not yet adjusted for all revenues earned or expenses incurred in January. For example,
• The prepayments account includes rent and insurance covering January, and future months, but the expenses are not yet recorded for the amounts used in January. This is true of the equipment used during the month as well. Until adjusted, assets are overstated and expenses are understated.
• We have not calculated income taxes for the amount incurred in January and owed within the next quarter. Thus, both expenses and liabilities are understated.
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CONSOLIDATED STATEMENT OF EARNINGS

Exhibit 3.1
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SUN-RYPE PRODUCTS LTD.
Consolidated Statement of Earnings
For the Month Ended January 31, 2013
(in thousands of Canadian dollars)
Revenues
Sales revenue
Service revenue
Total revenues
Cost of sales
Gross profit
Operating expenses
Distribution
General and administrative
Total operating expenses
Earnings from operations
Other revenues and gains (expenses and losses)
Interest revenue
Gain on sale of land
Earnings before income taxes




