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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. 

	Answer the following questions:
1. Explain the contents of the statement of Profit or Loss. (10)
The Profit and Loss account, is where all the expenses, revenues and net profit are recorded.

It will include expenses like, rent, wages, electricity, etc.. and also will include the various revenues.

Revenues minus expenses will result in the net profit. The net profit will be transferred from the Profit and Loss account, to the Balance sheet, at the end of the accounting period.
2. Explain the following equation in detail: (10)

Assets = Liabilities + Capital
This equation is the foundation and the basis of all accounting.
If this equation is not correct, while recording all the accounting transactions in the daybooks and ledgers, and eventually in the profit and loss account and the balance sheet, then, nothing will work correctly in accounting.
Assets;

Assets are what the business has, in order to do a business. 
Assets are divided in current and and long term. The current assets are like cash or debtors for example. Any asset which will last in the business for a less than a year, will be a current asset. 
But the long term assets, are lasting in the business for a longer time, longer than an year, and they are things like land, machinery, vans, etc. 
Assets come into the business, from various sources like, the owner of the business, who has invested his cash or material possessions like a car or van for example, into the business, or from the profit for the particular accounting period, which comes from the various revenues of the business, or from the purchases of assets for example. Assets also come when the trading business, sells goods and earns therefore, revenue.
Assets accounts have usually a debit balance. That is, the asset account will increase its own amount or balance, when it is debited with various entries, but it will decrease its own balance, when it is credited.
Liabilities;
This is what the business owes to others, like creditors for example. 
While the assets are the revenue, the liabilities are the expenses, because the business owes money or services to others.
      3. Discuss the following concepts: (10)

 Realization concept
The realization concept, is about the time, revenue is recognized or recorded. 
In the Cash accounting system, revenue is recognized or recorded, only when the cash is paid.
But, in the Accrual type of accounting, revenues are recorded, the moment the transactions happens, regardless of if money is paid or not. The money can be paid latter by the debtors, but the revenue is recorded now.
For example, the Unearned revenue is recorded in the General journal, when services are promised from the business to the customer. Once the business provides the services to the customer in the future, the Unearned revenue or a portion from it, will become Revenue, and is recorded as an income in the accounts.
Also, when the business is not certain, if the debts will be paid or not, then the revenue will be recorded, only if the cash is paid.

 Matching concept

The matching concept is about matching the revenues and expenses related to them, in the same accounting period, in which they have happened, because the revenues in a particular accounting period, are dependent, on the expenses which the business has, in order to get those revenues.
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