
CONCEPT: DISCONTINUED OPERATIONS AND EXTRAORDINARY ITEMS 

blankDiscontinued Operations result when a company plans to exit a major component of its business 

blankExample: A company sells computers and service repair contracts, but will discontinue offering service contracts 

blankThe calculations for discontinued operations are beyond the scope of this class, but it is important to note that: 

-Non-recurring item – Discontinued operations are not a persistent activity of the business 

-Separate Reporting on Income Statement – All related revenues and expenses reported separately as 

a single amount below Income from Continuing Operations, net of tax 

-Separate Reporting on Balance Sheet – All related assets and liabilities reported separately but 

not netted to a single amount 

blankExtraordinary Items are gains and losses that are considered _______________ and _______________ 

blankExample of Extraordinary Loss: The warehouse caught on fire and inventory was burned up 

blankExample of Extraordinary Gain: Gain on sale of discontinued operation 

blankThe calculations for discontinued operations are beyond the scope of this class, but it is important to note that: 

-Non-recurring item – Extraordinary items are not a persistent activity of the business 

-Separate Reporting on Income Statement – The amount is shown as a single amount below Income 

from Continuing Operations, net of tax 


