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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. 
	Understanding Profit or Loss Statement
Answer the following questions: 
1. Explain the contents of the statement of Profit or Loss
The P & L statement summarises the result of the company’s business operations in an accounting period. It shows all the revenues or income that a business earns and all the expenses that have been incurred for that income and calculates the profit or loss. It is an important indicator for a business’s financial health. It determines whether the business has earned a profit or suffered a loss during a specific accounting period. This can be compared to a previous accounting period to show the P & L differences. It helps indicate how much the business is spending and can help lower expenses. 
2. Explain the following equation in detail: Assets = Liabilities + Capital
A firms assets are equal to the sum of its liabilities. These liabilities include outsiders claims as well as owners equity. 
3. Discuss the following concepts: 
4. Realization concept 
This concept relates to the recognition of revenue. Revenue can only be recognised once the underlying goods or services associated with the revenue have been delivered or rendered. 
5. Matching concept
This concept helps make better understanding of the P&L accounts. The revenues calculated in one accounting period are required to be match with their corresponding expensed made in that accounting period. The expenses that cannot be linked with generated revenue such as salaries are charged to period expenses. 
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