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Important Subjective

1. What is the purpose of presenting expenses in the income statement?

Answer: The purpose of presenting expenses in the income statement is to provide users with a 
clear and accurate picture of the costs incurred by a company in generating revenue during a 
particular accounting period.

2. What are the different categories of expenses that are typically presented in the income 
statement?

Answer: The different categories of expenses that are typically presented in the income statement 
include cost of goods sold, selling and distribution expenses, administrative expenses, finance 
costs, and other operating expenses.

3. What is the significance of disclosing the nature of expenses in the income statement?

Answer: Disclosing the nature of expenses in the income statement is significant because it 
provides users with a clear understanding of the types of costs that a company is incurring and how 
they relate to the company's operations.

4. How does the disclosure of expenses in the income statement help users in making 
informed decisions?

Answer: The disclosure of expenses in the income statement helps users in making informed 
decisions by providing them with an understanding of the costs associated with a company's 
operations and the factors that may impact those costs in the future.

5. What is the purpose of presenting expenses by function in the income statement?

Answer: The purpose of presenting expenses by function in the income statement is to provide 
users with a clear understanding of how different costs relate to the different activities performed by 
a company, such as production, selling, and administration.

6. What is the significance of presenting expenses by nature and by function in the income 
statement?

Answer: Presenting expenses by nature and by function in the income statement is significant 
because it provides users with a comprehensive view of the company's costs, which can help them 
in making informed decisions about the company's operations.

7. How can a company ensure that its presentation of expenses in the income statement is 
in compliance with relevant accounting standards?



Answer: A company can ensure that its presentation of expenses in the income statement is in 
compliance with relevant accounting standards by following the guidelines provided in the 
applicable accounting standards, such as IAS 1.

8. How can a company improve the transparency and clarity of its presentation of expenses 
in the income statement?

Answer: A company can improve the transparency and clarity of its presentation of expenses in the 
income statement by providing detailed disclosures of the nature and function of the expenses, as 
well as any significant changes in the expenses from prior periods.

9. What is the impact of misstating expenses in the income statement?

Answer: Misstating expenses in the income statement can have a significant impact on the 
accuracy of the financial statements, which can ultimately lead to incorrect decisions by users.

10. What are some best practices for presenting expenses in the income statement?

Answer: Some best practices for presenting expenses in the income statement include providing 
detailed disclosures of the nature and function of the expenses, presenting expenses by both 
nature and function, and ensuring that the presentation is in compliance with applicable accounting 
standards.


