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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:
1. Explain the contents of the statement of Profit or Loss. (10) 
The Profit and loss statement consist of many factors and allows a firm to see financial performance for a certain period.

One of the contents of P/L is Revenue. This is money received from the sale of products and goods, revenue doesn’t mean cash has to be received to be recognized as revenue. This is normally at the top of the P/L. To get total revenue you must minus the costs associated with selling your product or service such as cost of goods sold, salaries etc. these are known as direct expenses

The next section is the non-operating revenue and expenses. Includes all gains which are related to non-direct business activities such as rent or r&d. Expenses also not related primary business activities are also included in this. 

These 2 sections make up the p/l statement they include all the revenue and costs incurred in a certain period and shows how profitable a business has been. 

The final line is all revenue – all expenses which give you the net income. 

2. Explain the following equation in detail: (10) Assets = Liabilities + Capital
Assets are resources that company possesses which hold monetary value examples of this are cash, land, buildings, equipment etc

Liabilities is what a company owes. Eg anything bought on credit, or a loan.

[bookmark: _GoBack]Capital is the owner’s equity which has been invested into the company.

The accounting equation is based on the double entry accounting method, it shows that every transaction has a debit and an equal credit. It is used to prepare the balance sheet because assets values should be = to the value of liabilities + capital. 

On the balance sheet you have 2 sides the debit (left) and credit (right). Each transaction will have 2 entries one on each side for example an asset bought with cash will increase the asset account but decrease cash account. This way everything constantly balances. 


 3. Discuss the following concepts: (10) 
 Realization concept 
When revenue is recognized. When a company agrees to purchasing a product or service through signing an agreement the revenue can be considered as recognized as it is coming in. When a product or service has been delivered the revenue can be considered as recognized as money for the service will be paid by the client/customer. In other words, it can be said that revenue is not recognized just through receiving cash
 
 Matching concept
Matching revenues to their expenses. To make revenue a business first must incur an expense ie buying materials to make a product so the cost of them materials will match against the revenue generated through the sale of the product. It allows a firm to track their expenses and revenue better. 
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