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Profit  and  Loss  Account حساب الارباح والخسائر 

The profit and loss account reveals the net profit or net loss resulting from the trading operations 

during the particular period. Net profit refers to the surplus which remains after deducting related 

trading expenses from the gross profit, and any incomes and gains, other than sales, will be adding.  

الخساار  الااجةاع  ال الياتياات الجةارياع خاة   جار  اييااعص وي اير ااا ا الاربو  لا   ااا ا حساب الأرباح والخساارر ااا ا الاربو  و يظهر

 الابيياتص غيرال اخرى   ي دخ  واكاسباضا ع الربو، واةا  بها ال  الارجبطعاريع الفارض الذي يبق  بيد خام الاااريف الجة

The trading expenses incurred in a business are divided in two parts. i.e. one is Direct expenses are 

recorded in trading account, and another one is Indirect expenses, which are recorded on the debit 

side of profit and loss account and refer to inclusive of office and administrative expenses, selling 

and distribution expenses, financial expenses, and other non-operating expenses. 

الةازء ، والاجااةر حسااب  الجاا جساة   ااالاااريف الابا ار  هو  الاو  الةزء ص يلةز ال الأ اا   الجا ججحاتهاوجاقسم الاااريف الجةاريع 

 الإداريااع الاااااريف لاا   وج اايرغياار الابا اار ، والجااا يااجم جسااةيتها  ااا الةااااب الاااديل ااال حساااب الأرباااح والخسااارر  الاااااريفخاار هااو الآ

 .ج غيتيعالاااريف غير لال االاااريف الااليع، وغيرها ، ، اااريف البيع والجوزيعوالاكجبيع

The following Specimen Proforma of a Profit and Loss Account which is widely used in practice: 

 :الجطبيقوالذي يسجخدم  ت  اطاق واسع  ا  الارباح والخساررحساب   ك الجالا  الااوذج

PROFIT AND LOSS ACCOUNT 

For the year ended 31st, .... 

Particulars التفاصيل 
Amount 

 المبلغ 
Particulars Amount 

To Gross Loss *** By Gross Profit *** 

To office and administrative expenses: 

     Office rent  

     Office salaries 

     Printing and Stationary 

     Lighting and Heating 

     Audit fees 

     Telephone charge 

     Legal charge 

     General expenses 

 

*** 

*** 

*** 

*** 

*** 

*** 

*** 

*** 

*** 

By Investment Income: 

     Interest earned 

     Dividend received 

     Interest on Debenture  

 

*** 

*** 

*** 

To Selling and Distribution expenses: 

     Advertising expenses 

     Commission and salesmen salaries  

     Carriage outwards   نقل للخارج 

     Packing material  مواد التغليف 

     Travelling expenses 

 

*** 

*** 

*** 

*** 

*** 

By Miscellaneous Income: 

     Commission earned 

     Rents received 

     Profit on sale fixed assets 

 

*** 

*** 

*** 
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     Depreciation on fixed assets  

     Bad Debts 

*** 

*** 

*** 

 

 

 

 

By Net Loss 

Transferred to 
Capital/Appropriation Account 

*** 

To Finance Charges: 

     Loan interest 

     Bank charges 

 

*** 

*** 

 

 

To Net Profit 

Transferred to Capital/Appropriation 
Account 

*** 

 

 

 ***  *** 

 

Closing Entries in respect of Profit and Loss Account الارباح والخساائر       الغلق الخاصة بحساب  قيود

                                                                              

We have already seen the entry required for transferring the gross profit/loss to the profit and loss 

account, now to complete the profit and loss account, the under mentioned three entries will be 

required: 

القياود / الخساار   لا  حسااب الأربااح والخساارر، والآل لاساجكاا  حسااب الأربااح والخساارر، الاربو اةاا الاطتاوب لاقا   القيدبالفي   ر يااقد ل

 :الثةث ادااه سجكول اطتوبع

1- For items to be debited to the profit and loss account: Debit Profit and Loss Account and the 

various expenses accounts concerned will be credited. For example: 

طاع با  الفقرات الجا يةب ال يةي  حساب الارباح والخسارر اديل بها: حساب الارباح والخسارر اديل وحسابات الاااريف الاخجتفاع الارجب -1

 سجكول داراع:

Profit and Loss Account ×××× 

To: 

Office rent         ×××× 

Printing and Stationary         ×××× 

Travelling expenses           ×××× 

Advertising expenses         ×××× 

Carriage outwards           ×××× 

Bad Debts            ×××× 

Bank charges          ×××× 
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2- Items of income or gains: the various income accounts concerned will be debited and credited 

to Profit and Loss Account. For example: 

  قرات الدخ  او الاكاسب: حسابات الدخ  الاخجتفع الارجبطع سجكول ادياع وحساب الارباح والخسارر دارل: -2

 

From: 

Interest earned            ×××× 

Dividend received            ×××× 

Interest on Debenture         ×××× 

Commission earned           ×××× 

To Profit and Loss Account  ×××× 

 

3- At this stage, the profit and loss account will show net profit or net loss. Both have to be 

transferred to Capital or Appropriation account on the basis of the legal form of a business 

entity. In case of net profit, i.e. when the credit side is bigger than the debit side, the entry is: 

 ا هذه الارحتع، سيظهر حساب الارباح والخسارر اا ا ربو او اا ا خسار ص اي ااهاا يةب ال جاق  ال  حساب ر س الاا  او حساب 

يد الجخايص  ت  اساس ال ك  القااواا لوحد  الا اا ص  ا حالع اا ا الربو، اي  اداا يكول الةااب الدارل اكبر ال الةااب الاديل،  ال الق

 هو: 

Profit and Loss Account ×××× 

To Capital  Account ×××× 

 

In the case of net loss, the entry will be:  

  ا حالع اا ا الخسار ،  ال القيد سيكول

Capital   Account ×××× 

To Profit and Loss Account  ×××× 

 

Ex  1:  1مثال  

Incomes, expenses, and Gross Profit of ABC Traders for the year ended 31st December 2012 were 

as follows, you are required to prepare profit and loss account. 

Gross Profit 5,200,000, Office Salaries 1,100,000 , Bad Debts 170,000  , Depreciation on equipment 

for sale 350,000, Legal charge 250,000,       Audit fees 320,000,   Salesmen Commission 610,000, 

Interest (De.) 130,000,      Telephone charge 120,000 ,  Advertising expenses 270,000, 

Electricity charge 240,000  ,    Interest (Cr.) 200,000 ,   Carriage outwards 90,000  

 

From the figures given above, the Profit and Loss Account will appear as shown below: 
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ABC TRADERS PROFIT AND LOSS ACCOUNT 

For the year ended 31st December 2012 

Particulars Amount Particulars Amount 

To office and administrative expenses: 

     Office salaries 

     Electricity charge 

     Audit fees 

     Telephone charge 

     Legal charge 

 

1,100,000 

240,000 

320,000 

120,000 

250,000 

By Gross Profit / 

      

5,200,000 

By Investment Income: 

     Interest Cr 

 

200,000 

To Selling and Distribution expenses: 

     Advertising expenses 

     Salesmen Commission  

     Carriage outwards 

     Depreciation  

     Bad Debts 

 

270,000 

610,000 

90,000 

350,000 

170,000 

       

To Finance Charges: 

     Interest De 

 

130,000 

  

To Net Profit 

Transferred to Capital Account 

1750000   

 5,400,000  5,400,000 

 

From the information given in Illustration 3 pass necessary closing entries in the journal proper of 

ABC Traders. 

ABC TRADERS JOURNAL  

Date 2012 Particulars Debit Credit 

Dec.31  Profit and Loss Account ........................... 

   Office salaries A/c ................................ 

   Electricity charge A/c ............................ 

   Audit fees A/c ..................................... 

   Telephone charge A/c ........................... 

   Legal charge A/c .................................. 

   Advertising expenses A/c ...................... 

   Salesmen Commission A/c .................... 

   Carriage outwards A/c .......................... 

   Depreciation A/c .................................. 

   Bad Debts A/c ..................................... 

3,650,000  

 1,100,000 

 240,000 

 320,000 

 120,000 

 250,000 

 270,000 

 610,000 

 90,000 

350,000 

 170,000 
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   Loan interest A/c ................................. 

 (Being the transfer of balances of various 

expenses accounts) 

 130,000 

  interest earned A/c ................................. 

   Profit and Loss Account ......................... 

 (Being the transfer of balances of various 

income accounts) 

200,000 

 

 

200000 

 

  Profit and Loss Account ........................... 

   Capital A/c .......................................... 

 (Being the transfer of net profit to  capital 

account) 

1,750,000  

 1,750,000 

 
 

Ex :2  

Prepare Profit and Loss Account and concerned closing entries, from the following balances of Mr. 

Ali  for the year ending 31.12.2007. 

Office rent 3000, Printing expenses 2,200, Office insurance 1,400, Advertisement 3,600, Office 

Salaries 8,000, Stationeries 2,400,  Travelling expenses 2,600, Gross Profit transferred from the 

Trading A/c 25,000. 

 

Ex : 3 

The following balances have been taken from the trial balance for year ended 31.12.2006: 

Sales 250,000, Purchases 156,000, Sales return 5,400, Purchases return 7,200, Discount received 

2,500, Discount allowed 3,700, Stock at 1 January 12,350, Office Salaries 46,000, Electricity and 

gas 3,000, Rent 2,000, General expenses 4,700. 

Note: stock at Dec. 31, 2006 was 16,300 

Instructions: Prepare the following for the year ending 31 Dec. 2006: 

1- Trading Account and the concerned Closing Entries.  حساب الاجاةر  وقيود الغتق 

2 -  Profit and loss account and the concerned Closing Entries. حساب الارباح والخسارر وقيود الغتق 

 

 

 

 

 


