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Statement of Profit or Loss (Income Statement)
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Financial Accounting & Reporting Training Programme - (1)

Class Day Date from To Topic Covered Progress
1 Thursday 28-Jan-21  8:30PM 10:30PM  The Double Entry System, The Chart Of Accounts e
2 Friday  29-Jan-21  3:00PM 5:00PM  Accounting Cycle, Presentation of Basic Financial Statements v
3 Saturday 30-Jan-21  8:30PM 10:30PM  Transactions, Accounting Entries & Trial Balance, GL Ve
4 Thursday 4-Feb-21  8:30PM 10:30PM  The Adjusting Entries & The Matching Principle v
5 Friday  5-Feb-21  3:00PM 5:00PM  Depreciations of Fixed Assets & Amortizations v
6 Saturday 6-Feb-21  8:30PM 10:30PM  Adjusted TB, Profit or Loss - Preparation & Components Ve
7 Thursday 11-Feb-21  8:30PM 10:30 PM  Statement of Profit or Loss - Preparation & Components
8 12-Feb-21 Statement of Profit or Loss - Preparation & Components
9 Saturday 13-Feb-21 8:30PM 10:30PM  Statement of Financial Position - Preparation & Components
10  Thursday 18-Feb-21 830PM  10:30PM  Statement of Financial Position - Preparation & Components
11 Friday  19-Feb-21  3:00PM 5:00PM  Statement of Financial Position - Preparation & Components
12 Saturday 20-Feb-21 8:30PM 10:30PM  Statement of Cash Flows - Preparation & Components
13 Thursday 25-Feb-21 830PM  10:30PM  Statement of Cash Flows - Preparation & Components
14 Friday  26-Feb-21  3:00PM 5:00PM  Statement of Cash Flows - Preparation & Components
15 Saturday 27-Feb-21  8:30PM 10:30PM  Statement of Cash Flows - Preparation & Components
16  Thursday 4-Mar-21  830PM 10:30PM  Notes to the Financial Statements
17 Friday  5-Mar-21  3:00PM 5:00PM  Financial Ratios - Practical Applications
18 Saturday 6-Mar-21  8:30PM 10:30PM  Value Added Tax "VAT" - Basics & Accounting
19  Thursday 11-Mar-21 830PM  10:30PM  Report to Your Boss! - Sample Management Report
E 20 Friday _12-Mar-21__3:00 PM 5:00PM__Course Summary, Closing & Distribution of Certificates
|
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HSA Company
Statement Of Income Statement of Profit or Loss
for the Month of]anua_ry 2018
Sales revenue 50,000
Cost of sales (COS) 30,000}
Gross Profit (GP) 20,000
Gross profit % 40%

Marketing & promotions

Sales commissions

Samples & gifts

Total Selling & Marketing expenses

o/l0O © ©

General & admin expenses (G&A):

Salaries & Wages
Rent Expense

Electricity Expense 4,000
Insurance Expense 2,000
Depreciation Expense 2,000
Amortization Expense 1,000
Total General & admin expenses (G&A): 16,500
Net profit or loss before interest 3,500
Interest expense 312
Net profit or loss after interest 3,188
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Cost of Sales, Gross Profit LY Jana ccilagal) Adls

Cost of Goods Sold - FIFO & LIFO Example.

Purchase of Inventory:

LIFQ, last in, first out, is based on the principle that the latest inventory
purchased will be the first to be sold. Let's examine how LIFO vs. FIFO first
in, first out, accounting impacts a hypothetical company, Firm A.

Assume Firm A purchased the following inventory during Year 1 to 5

Purchase Year Units Purchased Cost Per Unit Cost of Inventory

Year 1 1,000 1.00 1,000

Year 2 1,000 1.15 1,150

Year 3 1,000 1.20 1,200

Year 4 1,000 1.25 1,250

Year 5 1,000 1.30 1,300
AccBest" 5
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Cost of Goods Sold - FIFO & LIFO Example.
G 5Al cby fidia

OsS 03) 5 8 (05 e AT O lase e ¢(LIFO) Y sf sy 1581 2 50 Le 8y yla i
dcluall delia) 4S5 e [IFO 48k il 4dS andilises Ao ol 5530 J
oyl 81385 e (FIFO) Vsl a5l 25 L 28y sy 45 e LY Janas

() g e JOIA AU 5 Al & i)

ARVAREW Glaa gl as Saa gl d8l<3 95l ddlss
Year 1 1,000 1.00 1,000
Year 2 1,000 1.15 1,150
Year 3 1,000 1.20 1,200
Year 4 1,000 1.25 1,250
Year 5 1,000 1.30 1,300
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Cost of Sales, Gross Profit LY Jana ccilagal) Adls

Cost of Goods Sold - FIFO & LIFO Example.
Under FIFO

Now assume Firm A sells 3,500 units in Year 5 at 2.00 per unit. This gives the
company 7,000 in revenue. Under FIFO, the total cost of goods sold (COGS)
would be calculated as follows:

Purchase Year Units Sold Cost Per Unit Cost of Sales
Year 1 1,000 x 1.00 1,000
Year 2 1,000 x 1.15 1,150
Year 3 1,000 x 1.20 1,200
Year 4 500 x 1.25 625

Total Cost of Goods Sold 3,975

Total gross profit would be $3,025, or $7,000 in revenue — $3,975 cost of goods
sold. The value of the remaining inventory is $1,925. That's 500 units from Year 4
($625), plus 1,000 units from Year 5 ($1,300).
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Cost of Goods Sold - FIFO & LIFO Example.
Under FIFO

o3 s 511 2 00 s dusdldll Al (3285 3,500 ey AS 5l of il
CRar Yl jba FIFO Vsl )5l s 5a0 7,000 sy Cilasaa Lgie i dolaall
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T G TGl Glas Fam 1) KT ol 2S5
Year 1 1,000 x 1.00 1,000
Year 2 1,000 x 1.15 1,150
Year 3 1,000 x 1.20 1,200
Year 4 500 x 1.25 625

Ao lsal) Ao Lyl ARIST Maa) 3,975

A Ll el 21853,975 Ll 7,000 51 63,025 L)) dass gl 4o
1,000 5 (625) x ) &l e 835 5 500 sl 1,925 & 5Sinsd aiiall (5 3l
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Cost of Sales, Gross Profit LY Jana ccilagal) Adls

Cost of Goods Sold - FIFO & LIFO Example.
Under LIFO

Now assume Firm A sells 3,500 units in Year 5 at 2.00 per unit. This gives
the company 7,000 in revenue. Under LIFO, the total cost of goods
sold (COGS) would be calculated as follows:

Purchase Year Units Sold Cost Per Unit Cost of Sales
Year 5 1,000 x 1.30 1,300
Year 4 1,000 x 1.25 1,250
Year 3 1,000 x 1.20 1,200
Year 2 500 x 1.15 575
Total Cost of Goods Sold 4,325

Total gross profit would be 2,675, or $7,000 in revenue — 4,325 cost of
goods sold. The value of the remaining inventory would be 1,575. That's
1,000 units from Year 1 (1,000), plus 500 units from Year 2 (575).
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Cost of Goods Sold - FIFO & LIFO Example.
Under LIFO
o3 535500 2 00 sy Ausal i) Al 35385 3,500 ey 4S5 O el
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Year 5 1,000 x 1.30 1,300
Year 4 1,000 x 1.25 1,250
Year 3 1,000 x 1.20 1,200
Year 2 500 x 1.15 575
oLl dola) 4SS Maa| 4,325
Lo Ll lagaal) 4315 2 675 Lails 7,000 51 €3,025 2Lo¥! Jane jlisss ale
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AccBest" 10
10

2/12/2021



Staff Cost: Payroll, Housing, etc &l e gl g ol gy sdbardl g (il gal) LSS

= Staff Cost includes, but it is not limited to:

 Basic salary

» Housing allowance

« Transportation allowance

» Overtime

» Vacation pay

« Air fare (Air Tickets)

« Medical Insurance

» Residence & Social Insurance
« End-of-service Benefits

= It is always advised that you (accrue) for the staff cost on a monthly basis

= Do not wait until the cost is paid to book it.
= See the Excel File - a sample company
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Staff Cost: Payroll, Housing, etc &) e gl g ol gy sdbardl g (i gal) CaISS
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Staff Cost: Payroll, Housing, etc &l e gl g ol gy sdbardl g (il gal) LSS

= Monthly accrual entry for the salaries:

Dr. Basic salaries 84,200
Dr. Housing allowance 21,050
Dr. transportation Allowance 8,420
Cr. Accrued Payroll, Salaries 113,670
= When paid:
Dr. Accrued Payroll, Salaries 113,670
Cr. Bank 113,670

= Monthly provision entries for other costs, e.g. vacation pay:

Dr. Vacation pay 9,313
Cr. Accrued vacation pay 9,313
o
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Cost of Sales, Gross Profit —Q & A
a N /Q.36 N
Q.35 A machine price was 1,000 and was
Which of the following is an indirect cost? carried through a truck._The truck’s
fares were 500. The engineers
) . . charged 500 for the installation.
EQ; ;?;giifigﬁggg;nwards The cost of the machine is?
(C) production materials (A) 1,000
(D) factory rent !
(B) 1,500
(C) 2,000
k / \\(D) 2,500 /
[Answer (d) is correct } [Answer (c) is correct }
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Cost of Sales, Gross Profit—Q & A

o ™

An item of equipment cost 300,000 and has
a residual value of 50,000 at the end of its
expected useful life of four years. What is
the depreciable amount?

(A) 50,000
(B) 250,000
(C) 300,000

\(\D) 350,000 /

[ Answer (b) is correct }

fam ™

A company purchases a non-
current asset in Year 1 for 90,000.
The annual depreciation charge is
15,000. What net book value would
be recorded in financial position
statement (or balance sheet) at the
end of Year 2 ?

(A) 75,000

(B) 60,000

(C) 30,000
\(\D) 15,000 /

[Answer (b) is correct }
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Cost of Sales, Gross Profit - MCQs
6(39) \ Sales 400,000
A company had opening inventory of Opening inventory 200,000
200,000. Sales 400,000, purchases 80,000. + Purchases 80,000
What is the gross profit for the period if the Goods available for sale 280,000
closing inventory was worth 100,000 ? Less Closing inventory 100,000
(A) $20,000 = Cost of Goods Sold 180,000
Gross Profit 220,000
(B) $120,000
(C) $220,000
(D) $320,000
[ Answer (C) is correct }
o
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Statement of Profit or Loss — Q & A

Q. 40

HSA Company has the following numbers in its
Statement of Profit or Loss (Income Statement):

Sales: 920,000

Cost of Goods Sold: 450,000
Other income: 50,000
Salaries & wages: 220,000
Advertising: 50,000

Rent: 40,000

Other expenses: 30,000
What are the Gross Profit and Net Profit for that
period, respectively?

A) 520,000 and 180,000

B) 490,000 and 210,000

C) 470,000 and 180,000

D) 470,000 and 230,000

Sales

Cost of Sales (COS)
Gross Profit (GP)
Other revenue
Total

salaries
Advertising

Rent

Other expenses
Net Profit (NP)

i

920,000
(450,000)
470,000
50,000
520,000
(220,000)
(50,000)
(40,000)
(30,000)
180,000

Answer (C) is Correct
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