Worksheet WF3: Profit and loss

Worksheet WF3.1: Introduction to profit and loss

Scenario

Vacsac Ltd supply vacuum cleaner bags to retail outlets and have just finished another financial year on 31 March. They now have to prepare the company accounts for the year. These will be issued to shareholders and submitted to the Inland Revenue for tax purposes.

    Vacsac Ltd have hired you, Patel, Smith and Chan, Chartered Accountants, to prepare their company accounts. They have given you the following information:

Memorandum
To:  Patel, Smith and Chan

From:  Finance Manager, Vacsac Ltd

Date:  25 March 200…

These are the figures you requested to prepare our trading account.

Total sales revenue amounted to $438,000. Our stock at the beginning of the year was $50,000 and we purchased $200,000 of stock in the year. We had $60,000 of stock left at the end of the year.

    In addition to this we spent the following on expenses: heat and light $5,000, rent and rates $15,000, wages $150,000, insurance $5,000, depreciation $10,000, office expenses $5,000 and advertising $8,000.

Task 1

Using the information provided, draw up the profit and loss account for the year ending 31 March for Vacsac Ltd.

Profit and loss account for the year ending 31 March for Vacsac Ltd
Sales revenue

_____
Opening stock

Purchases

Closing stock
_____
Cost of sales
_____
Gross profit

_____

Expenses
Wages

Rent/rates

Heat and light

Insurance

Office expenses

Depreciation

Advertising
_____

Total expenses
_____

Net profit

_____

Task 2

Net profit is sometimes retained by the business. State two other places net profit might go.
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Worksheet WF3.2: Profit and loss: Makeum & Useum Ltd

Scenario

Val has produced a list of the information that she needs in order to have a good understanding and control of the financial operations of Makeum & Useum Ltd. The next item on her list is profit and loss – she needs to prepare a profit and loss statement for the end-of-year accounts.

    Here are the figures summarising the business’s costs and sales for the year:

Running costs:
Salaries
$60,000 per month × 12 = 

Rent
$5,000 per month × 12 = 

Business tax
$800 per month × 12 = 

Interest on loan
$3,000 per month × 12 = 

Advertising
$500 per month × 12 = 

Office expenses
$250 per month × 12 = 

Telephone/internet
$400 per month × 12 = 

Production costs:
Components
$95 per car produced

Production wages
$50 per car produced

Packaging
$5 per car produced

Production costs therefore total $150 per car × 1,070 cars sold over the year (see sales below)

Sales:
Total number of cars sold for the year were 1,070 and the price was $300 per car.

Sales revenue = 1,070 × $300.

Task

Using the figures above, complete the profit and loss statement for Makeum & Useum Ltd at the end of the financial year (assuming all the forecast figures were correct).

Profit and loss statement for Makeum & Useum Ltd for the year ending 31 December (in $)
Sales revenue

_____
Production costs

(Production wages,

components, packaging)
_____
Gross profit

_____

Expenses
Salaries

Rent

Business tax

Interest on loan

Advertising

Office expenses

Telephone/internet
_____
Total expenses
_____
Net profit

_____
NB If the business produces a product, the direct costs are taken off the sales revenue to find the gross profit.
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Task 1

Profit and loss statement for Vacsac Ltd for the year ending 31 March 200…

($)

Sales revenue

438,000
Opening stock
50,000

Purchases
200,000

Closing stock
  60,000
Cost of sales
190,000
Gross profit

248,000
Expenses

Wages
150,000

Rent/Rates
15,000

Heat and Light
5,000

Insurance
5,000

Office expenses
5,000

Depreciation
10,000

Advertising
    8,000
Total expenses
198,000
Net profit

50,000
Task 2

Tax dividend to shareholders.
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Task

Profit and loss statement for Makeum & Useum Ltd for the year ending 31 December (in $)
Sales revenue

321,000
Production costs
160,500

(Production wages, components,

packaging)

Gross profit

160,500
Expenses

Salaries
72,000

Rent
60,000

Business tax
9,600

Interest on loan
36,000

Advertising
6,000

Office expenses
3,000

Telephone/internet
4,800
Total expenses
191,400
Net profit

(30,900)

