
Subject:BusinessStudies
Class:JSS2A&B
Topic:TURNOVERANDNETPROFIT
LearningObjectives:
1.DefineGrossandNetProfit
2.CalculategrossandNetProfit
3.ExplainTurnoverRate
PURCHASES:Thisistheactofbuyingoracquisitionofgoodsforsaleorused.
SALES:Thisistheactofresellingthegoodspurchasedorbought.
MARK-UP:Thisistheadditionalamountofmoneyaddedtogoodspurchasedbeforesalesor
resale.
GROSSPROFIT:Thisistheamountofmoneymadebyaretailerorabusinessmanorwoman
aftersalesofgoods.Grossprofitiscalculatedwhenthecostofgoodsisremovedfrom thesales
price.Sales-costofgoods.
Example:

Famvar school
#: K
20 cartons ofMarkerat#15,000 each =
300,000.00
10 packets ofBlue Pen at#5,000 each. =
50,000.00

10 dozens ofCardigan at#10,000 each. =
100,000.00

10dozensofBooksat#9,000each =
90,000.00

Totalcost. =
540,000.00

Mark-up is 10% which is 540,000 × 10 ÷ 100 =
54,000.00

Totalsales which is 540,000 + 54,000 =
594,000.00

Grossprofitistotalsalesi.e.594,000.00-totalcosti.e.540,000.00=54,000.00

EXPENSES:Thisisthetotalamountofmoneyspentincostofdoingbusiness.
TheFamvarschoolmadeexpenseslike,Fuelingtheschoolbus,Payingthedriverandthe
Secretary,paymentofElectricitybill,paymentofCleanersetc.
Theschoolpaidforfuel#2,000,paidtheDriver#5,000,paidforElectricity#2000,paidthe
Secretary#5,000andtheCleaner#3,800.Thetotalexpenseswillbe#17,800.00.
NETPROFIT:Thisisgottenwhentheschoolremovedtheexpensesincurredindoingbusiness
from thegrossprofit.Whichis#17,800removedfrom #54,000.Thenetprofitwillbe#36,200.00
Example:

Famvarschool



Sales. = #594,000.00

Costofgoodssold = #540,000.00

GrossProfit = #54,000.00

Expenses. = #17,800.00

NetProfit. = #36,200.00
ThereturnorProfitoncapitalusedindoingbusinessis#36,200.00(NetProfit)

MARK-UP:Thisistheadditionalamountofmoneyaddedtogoodspurchasedbeforeresaleor
sales.Thisistheamountaddedtothetotalcostofgoodsorservicesinordertodeterminethe
sellingpriceandalsomakeProfit.Any%youadded ×costofgoods.
Markupinclude:
a.Costofproduct
b.Payments/wagesorsalariesofworkers
c.Electricitybill
d.Fueling
Whenallthesecostsareremovedfrom thesalespriceofaproduct,thebalanceisthenetProfit.

ExampleoftheNetProfitinpercentage:

NetProfit. = 36,200×100=3.620,000÷

Costofgoodssold.= 540,000 (3.620,000÷540,000=6.7).

TURNOVER:thisisthetotalnetsalesofabusinessduringagivenperiodoftime.Itiscalculated
asthetotalgrosssalesofabusinesslessreturnsinwards,i.e,Totalgrosssales-Returninwards.
(ii)Rateofturnoveristhenumberoftimestheaveragestockofabusinessissoldduringagiven
periodoftime.


