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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. 
	Please insert your completed assignment ( in word format)  here:
UNDERSTANDING PROFIT OR LOSS STATEMENT
Assignment 5
1.The contents of statement of profit or loss
We sell goods                   Sale                  	 50
We bought goods             Purchases       _	 -45
Difference                           Gross profit      5
Expenses
Transport                 		1
Wages                      	        +	3      	
                4
 Net profit                                                      1 
2. Assets   =Liabilities   + Capital
   
  Have         owed             value to owners /what you are worth.

This equation must always be in balance with assets equaling the sum of liabilities and capital

3. Realization Concept
Revenue is considered to be earned when goods are delivered or services are rendered .It has nothing to do with receipt of cash. The customer can pay in cash or promise to pay later, but revenue is earned once the goods are delivered. Revenue is recognized before completion of job based on partial completion in case of long-term contractual work. When it is doubt whether the debtor will pay or not, revenue is recognized based on the proportion of installment over price in the hire purchase transactions.

Matching Concept
Revenue calculated in one accounting period are required to be matched with their correspond expense made in that accounting period .Expenses are usually made to generate revenues and can be easily matched with their corresponding revenues under this concept. The expense that cannot be linked with the generated revenue include few item like salaries and they are charged to period expense. 
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