Profit and Loss & Balance Sheet Explanation

1. Describe the purpose of a profit and loss account:

2. Describe the purpose of a balance sheet:

3. Describe the meaning of the following items found on the profit and loss account and balance sheet:

	Item


	Explanation
	Example(s)

	Gross Profit


	
	

	Net Profit


	
	

	Commission received 
	
	

	Revenue 


	
	

	Expenditure


	
	

	Cost of goods sold
	
	

	Overheads


	
	

	Fixed assets


	
	

	Current assets


	
	

	Net assets


	
	

	Intangible assets
	
	

	Long term liabilities
	
	

	Current liabilities
	
	

	Working capital
	
	

	Transfer of net profit from P&L account
	
	

	Capital employed


	
	


