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Completing and analysing an income statement (profit and loss account)
Learning aim C (Topics C.1 and C.2)
Financial statements show whether or not a business is successful. In some companies, financial statements are required by law. One important type of financial statement is called an income statement.
Your tasks

1 Describe the main purpose of an income statement.

_________________________________________________________________________

_________________________________________________________________________

_________________________________________________________________________

2 Jared and Sara run a van hire business. They are preparing their income statement. The items they need to enter are shown below. 

	Income from sales: £185,000
	
	Cost of sales: £82,000

	
	
	

	Wages and salaries: £22,000
	
	Administration: £10,000


Using this information, fill in the gaps in the income statement below.
	
	£
	£

	
	
	

	Cost of sales
	
	

	Gross profit
	
	

	Expenses
	
	

	
	
	

	
	
	

	Net profit
	
	


3 Last year, Sajid started a motor accessories and car valeting business. The table below shows the key financial information he will need to complete his income statement.
	Income from sales 
	£38,000

	Income from car valeting
	£12,000

	Rent
	£7,000

	Staff wages
	£12,000

	Cost of sales
	£20,000

	Advertising
	£5,000

	Electricity bill 
	£2,000

	Internet and telephone bill
	£2,000


a Using this information, complete the income statement below and calculate Sajid’s gross and net profit.

	
	£
	£

	
	
	

	Cost of sales
	
	

	Gross profit
	
	

	Expenses
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	Net profit
	
	


b Explain three ways in which Sajid could improve his net profit next year. 

_________________________________________________________________________

_________________________________________________________________________

_________________________________________________________________________

_________________________________________________________________________

_________________________________________________________________________

_________________________________________________________________________
Activity sheet 9
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