INCOME STATEMENT

Instructions

The basic Income Statement summarizes your actual income and expenses for a specified period, usually your “fiscal year”. It shows all revenues and all expenses, including depreciation of capital equipment.  When expenses are deducted from revenues, your Net Income is determined.

The Income Statement is a basic financial statement required for all loan applications, and it contains information needed to complete federal tax form Schedule C “Profit and Loss From Business or Profession.”

Income statements can also be adjusted to show Net Cash generated during an accounting period, which is different from the standard Net Income used for tax purposes. For this purpose an INCOME STATEMENT and CASH BALANCE worksheet is also provided. It is also an income statement, but is formatted to only summarize revenue, and has a Cash Balance calculation at the bottom of the worksheet.
Start by specifying the period covered by the statement. In the green-outlined “User Input Field” next the “Year Ended”, enter the date of the last day of your fiscal year. For most fishermen this will be the calendar year. So, if your Income Statement is for 2006, enter December 31, 2006. 
The Income section is formatted to account for items typical to a commercial fishing operation, the foremost being Fish Sales.  If you do not have income in a particular category, just leave it blank.

Another common source of income for fishermen is Vessel / Equipment Lease or Rental Income, which could include chartering your vessel to another fisherman or oil spill response income.

When a vessel or piece of capital equipment is sold, only the net gain from the sale is considered for tax purposes and only net gain should be shown on the income statement under Gain on Sale of Vessel or Equipment. The same is true for Gain on Sale of Permits or Quota Shares and Gain on Sale of Investments.

Interest or Dividend  Income from your investments should be listed next. 

The worksheet also provides two lines for Other income sources. These are unlocked User Input Fields that you can label as needed. You might want to leave one as “Other” to serve as a catch all for a summarized amount for miscellaneous small income items.
The Variable Expenses section deals with the operating expenses found in most fishing operations. Enter the summarized data for each category as indicated. 
Now do the same with Fixed Expenses like insurance, moorage fees, interest payments, and depreciation, which are relatively constant regardless of the amount of time spent fish.  As with the Income section, the worksheet provides two lines for Other fixed and variable expenses that are unlocked User Input Fields that you can label as needed. 
Depreciation deductions and the gain or loss on the sale of assets are included in the income tax calculation. The income statement is prepared, in part, for income tax purposes that is why depreciation deductions appear there. 

Note: Depreciation is an accounting convention that reflects wear, tear, and obsolescence of capital equipment, allowing the owner to subtract this loss in value as a business expense. A “useful life” is determined for each piece of equipment and the cost of the equipment is divided over that lifetime, giving a depreciation schedule. Each year, a portion of the cost is deducted as a business expense. This is an important consideration for tax calculations of which you Income Statement is a vital part. Depreciation schedules can be complicated so getting good accounting advice is suggested.
Having now entered all of you Income and Expense data, your Net Income is automatically calculated at the bottom of the worksheet. Net Income is simply the difference between your income and expenses and completes an a standard Income Statement. 
INCOME STATEMENT and CASH BALANCE
Instructions

This worksheet looks and works very much like the standard Income Statement, but provides somewhat different analysis. In this worksheet your Income and Variable Expenses are recorded in the same manner as on the standard Income Statement, and a calculation is made to show your  Income From Operations. This is indicates how much you fishing operation can generate before overhead is considered. Next, Fixed Expenses are recorded and deducted, giving a Net Income figure, just as on the standard Income Statement. 
However, Net Cash from fishing is calculated in addition to Net Income. Net Cash shows how much actual cash was generated by the business after all actual expenses are deducted. This is the amount available to pay living expenses, to pay income taxes, and to use for future investments. Net cash differs from net income in two important aspects:  
First, Net Cash recognizes the principal portion of a loan payment as a capital expense rather than recognizing a depreciation deduction as does the net income calculation. To do this, in the Net Cash section, the worksheet automatically adds back the Depreciation amount you entered under Fixed Expenses in the field labeled Depreciation (add back). You must now enter the principal amount of your loans in the User Input Field labeled Principal Payments (subtract).
Second, Net Cash includes the entire proceeds from the sale of a vessel, an item of capital equipment, a permit or IFQ, or and investment -  not just the gain, loss, or depreciation recapture from such sales. To do this, the worksheet automatically adds back the total amount of the gains on sales that you entered under the Fixed Expenses categories Gain on Sale of Vessel or Equipment, Gain on Sale of Permits or Quota Shares, and Gain on Sale  of Investments. This total amount is entered in the field labeled Gains on Sales (subtract). You must now enter the actual total amount of those sales in the User Input Field labeled Total Value of Sales (add).
To summarize, Net Income includes depreciation as a capital expense and net gain from the sale of an asset as a source of revenue. Net Cash on the other hand recognizes the principal portion of equipment loans as a capital expense, and recognizes the entire proceeds from a sale as revenue.

Remember, if you are asked to prepare an income statement, Net Cash is not a conventional feature. However, it is often a more meaningful figure than Net Income to a sole proprietor, to a lender, or to a potential buyer of your business, because it more accurately reflects ability to meet living expense needs, and purchase additional assets.

STATEMENT OF ASSETS AND LIABILITIES (BALANCE SHEET)
Instructions

The Statement of Assets and Liabilities, commonly known as the Balance Sheet, summarizes what an individual or business owns and what it owes.  The difference between total assets and total liabilities is Net Worth. 
Along with your Income Statement, the Balance Sheet is a routine part of every loan application. Lenders review a potential borrower’s list of assets and liabilities to help determine the ability to repay a loan. 
This workbook contains a standard Balance Sheet, which summarizes your assets and liabilities positions, and two additional worksheets – Assets Details and Liabilities Details. Use the Details worksheets to provide more in-depth listing of your assets and liabilities, and bring the calculated sub-totals for each category forward to the main Balance Sheet.
Typically, the Balance Sheet is divided into current and long-term assets, and current and long-term liabilities. Subtracting current liabilities from current assets gives an indication of short-term cash position and ability to pay existing or upcoming bills and loan payments. Subtracting long-term liabilities from long-term assets indicates the ability to repay a loan in the event that a borrower runs into financial difficulties and must liquidate assets to pay off creditors.

Current Assets are cash or other assets which can be converted (liquidated) to cash in a short period at little or no expense. Because they can be easily liquidated, current assets are often referred to as “liquid assets.” Included are checking and savings accounts, certificates of deposit, stocks, bonds, and other salable securities, uncollected income from the sale of fishery products to a cannery or other buyer, money due from the sale of equipment, and loans to friends or relatives—assuming they are collectible. Other such assets include prepaid insurance or rent, the cash value of an ordinary life insurance policy, and money in a Capital Construction Fund account.
Also included are pre-paid expenses like insurance, storage space leases, and moorage. You should list only the remaining value of such pre-paid expenses. For example, if six months of vessel insurance coverage remains at the time you prepare a statement of assets and liabilities, then claim the remaining six months value of the insurance as a current asset. 
Note that the Balance Sheet has Purchase Price and Current Value columns for current and long-term assets. In the Current Assets most of these values will be the same. So enter the values in the User Input Fields under Current Value, and those same values will be automatically entered under the Purchase Price column. The exception is Marketable Stocks & Securities. In this case you must list both the original purchase price and the current value of stocks, bonds, and other marketable investments whose value changes with time. 
Long-term assets are commonly major investments. Some are depreciable such as vessels and equipment, fishing gear, warehouses, and vehicles. Long-term assets which are not depreciable include land, stock in family or closely held corporations, mortgages or contracts held on property being purchased from you, and fishing permits. The characteristic that distinguishes long-term assets from current assets is that long-term assets are not intended to be purchased and sold within one year or one accounting period (which can be less than a year), nor do they wear out in that time period. With Long-Term Assets you must list both the original Purchase Price and fair market Current Value.
Current Liabilities include bills and notes, loan payments, and taxes due within one year or one accounting period. Notes are short-term loans from a bank or other creditors. Long-term loans stretch over more than one year and are considered long-term liabilities. However, the payments on long-term loans which are due during the current year or accounting period are considered current liabilities. Include both the principal and interest on notes and long-term loan payments due. For the sake of simplicity, do not list principal and interest separately. Taxes payable within one year or one accounting period may include back taxes owed plus estimated taxes payable on net income shown on the income statement. Unpaid property tax assessments, employee withholding taxes, and social security taxes are also current liabilities.

Long-Term Liabilities are the remaining balances on mortgages and loans that are scheduled for repayment over a period of more than one year. This is exclusive of the principal payments that come due within one year or one accounting period and fall into the category of current liabilities. Note: Do not include anticipated interest payments. Interest is not a liability until it has actually been accrued.

Totals from the completed Assets and Liabilities sections are displayed in the bottom section of the Balance Sheet and Net Worth is automatically calculated. Net Worth is simply Total Assets minus Total Liabilities. It reflects what would remain after selling all assets and paying all debts. Notice that two values for Net Worth are calculated. By one method of calculation, all assets are valued at original purchase price. By the other, long-term and certain short-term assets (Marketable Stocks & Securities) are valued at current fair market value.
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