
INCOME STATEMENT SHOWS THE TRUE PROFIT

An income statement or profit and loss account (also referred to as a profit and loss statement The purpose of the
income statement is to show managers and investors whether the company made money (profit) or lost . Basic: in this
case â€œ weighted average of shares outstandingâ€• includes only actual stocks outstanding.

Also, in the long run, profit margins on a company's existing products tend to eventually reach a maximum
that is difficult on which to improve. These types of companies receive income from fees, commissions, and
royalties and do not have inventories of goods. These revenues are sourced from the earnings which are
outside of the purchase and sale of goods and services and may include income from interest earned on
business capital lying in the bank, rental income from business property, income from strategic partnerships
like royalty payment receipts or income from an advertisement display placed on business property. Income
Taxes: As stated, the income tax amount has not actually been paid â€” it is an estimate or an account that has
been created to cover what a company expects to pay. The costs to generate services will be included in the
selling and administrative expense and the general expense sections of the income statement. Provided by:
Boundless. Fixed overhead costs are those expenses that must be paid regardless of the level of sales. While it
may be stated separately, depreciation expense belongs in the cost of sales. Net Sales [ top ] Net sales is the
total sales during the time period being analyzed minus any allowances for returns and trade discounts. Net
income is the bottom line; it is the profit or losses of a business after deductions for all of the company's
expenses, including costs of goods sold and overhead expenses. However, this is only for expenses to maintain
property or equipment â€” such as roof repairs, repainting and other maintenance. Here is information on each
of the data categories for manufacturers: Labor â€” direct labor is the cost of labor to convert raw materials
into finished products. Expenses incurred to produce a product are not reported in the income statement until
that product is sold. Revenue consists of cash inflows or other enhancements of assets of an entity, and
expenses consist of cash outflows or other using-up of assets or incurring of liabilities. Income at the operating
level, which is viewed as more reliable, is often used by financial analysts rather than net income as a measure
of profitability. What happened? They include salespeople's salaries, sales office costs, commissions,
advertising, warehousing and shipping. While all the financial statements of a business are important and have
a distinct purpose, it is the profit and loss statement that gets the most attention. Income statements for tax
returns take advantage of amortization and accelerated depreciation methods that have higher deductions for
depreciation and result in lower reported income, thereby requiring less taxes. It is often referred to as gross
revenue or sales revenue. Direct costs include inventory costs based on beginning and ending inventories â€”
computed in the same manner as retailers, and it also includes the costs of raw material, and work-in-process
inventories, PLUS direct labor costs. General and administrative expenses are operating expenses not directly
associated with the sale of goods.


