Profit and Loss Practice Questions

Say whether each of the following statements about Profit and Loss Accounts is true or false:

1.

a) The figures in a profit and loss are only estimates and are not accurate.

b) Net profit is the amount of money left from sales revenue after all the expenses have been paid.

c) The only people interested in the profit and loss account are the senior managers.

d) Only one of three things can happen. The business can make a profit, make a loss or (unusually) breakeven.

e) A profit and loss account summarises a whole years financial transactions.

2.

a) In a profit and loss account, what is the name given to materials purchased?

b) Does the amount of money spent on materials affect:

i. The gross profit figure only

ii. The net profit figure only

iii. Both profit figures?

3.
A popular coffee shop has a total income of £97,300. The other figures related to the trading year are as follows:



Cost of sales £11,750

Rent  £2,350



Wages  £57,400


Advertising   £560



Electricity   £875


Other expenses   £260



Insurance   £2,300

Its financial year ended last Friday. Use the information above to produce a profit and loss account for the business.  
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