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Marking Criteria:
 We expect the learners to write minimum one well expressed point in three lines against each allocated mark. This means one needs to write 15 lines with 5 well expressed points to get high grades for a 5 marks question.
For high grades use examples and illustrations where appropriate. 
	1 – The contents of a Profit or Loss Statement include:
Revenue: The total amount of money earned by the business for its goods or services during that financial period. This revenue can be divided in two categories: Operating Income (generated by the company’s main business), or Non-Operating Income (generated by activities parallel to the company’s operations, such as interest, dividends, investments, etc.).
Cost of Sales: The total amount of money used in the production of the goods or services sold by the company, which includes the cost of raw materials, labour, etc.
Gross Profit: The total amount of money earned by the business after the cost of sales is deducted from the total revenue. It indicates how much money (from the sale of goods) is actually profit, after accounting for the cost of producing those goods. 
Distribution Costs: The total amount of money used by the company in activities relating to the process of moving the goods after the production is finished to the hands of the customers. This costs include salaries of employees involved in selling and distribution, advertising, transportation, etc. 
Administrative Costs: The total amount of money spend by the company with the general administration of the business (as opposed to a specific part of the process, such as manufacturing or distribution), such as costs rent of office space.
Profit Before Tax: The total amount of money that a company profited during a financial period before the company has to pay the income taxes.
Income Tax Expenses: The total amount of money paid in income taxes by the company.
Profit After Tax: The total amount of money that a company profited during a financial period after the income taxes are deducted. It represents the real amount of money that a company generated during a time period.


2 – A company’s financial position is measured by its assets, liabilities, and owner’s equity. This accounting equation is based in the principle that what a company owns is composed by the amount of money it owes to other parties plus the monetary value of its assets and it is used to indicate a firm’s financial position at a particular point in time.
Assets are the resources a business owns and uses to carry out business activities such as production or distribution. For example, a truck owned by a moving company it an assets because it provides financial benefits for the company such as the capacity to provide services.
Liabilities are the claims against those assets such as debts or financial obligations. For example, if the delivery company borrowed money for the bank to purchase the truck, the amount of money that it still owes to the bank is a liability. And Capital is the funds made available by investors.

3 – A – The Realization Concept in Accounting relates to the recognition of revenue. Under this concept, a company’s revenue is recognized once the goods of services have been delivered, whether or not a cash payment has been received by the company. In the eyes of the company, once the goods have been delivered, the revenue has been “earned” if the bill has not been settle in the moment of delivery, this revenue is “earned” once the ownership of the product changes hands. This commonly relates to sales made on credit, with the promise of future payment.
In case of payment made in advance, the payment would be recorded has a liability, and would change into revenue once the goods are delivered and that cash has been “earned”, or in case of a service rendered over a long-period of time, revenue can be partial or proportional recognize over the time period, in order to reflect the pace that the advanced payment in earned. For example, if a company is paid in advance £5.000 for a service rendered of a five months period, the company would be able to realize £1.000 each month.
This concept ensures that a company’s financial reports reflect the real revenue earned during a time period instead of just the cash income for that same period.

3 – B – The Matching Concept in Accounting relates to reporting of revenue and expenses over a time period. Under this concept, a company’s must report their expenses over a time period at the same time as the income for that time period is also reported. For example, if a sales representative earns a £1.000 commission in March, but the cash payment for his commission is only made in April, the £1.000 expense should be declared in March when the expense incurred. In case expenses cannot be related to generated revenue, they should be charged in the period they incur. This is matching principle is practiced in order to better understand the handling of profit and loss accounts of firms.
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