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Income refers to the increases in the economic benefits during a period. 
This can come in the form of cash inflows, decreases in liabilities that increase 
equity, and enhancement of assets. Income includes both revenues and gains. 

 

a. Revenue ± This is income earned from the ordinary activities of an 
enterprise which can come in the form of sales, fees, dividends, rent, 
interest, or royalties.  
Examples of business transactions that produce revenues: 
x A barber has provided haircutting services in exchange for cash. 

(service fee) 
x Kitchen utensils are sold to a customer, either for cash or on credit. 

(sales revenue) 
x A building owner receives monthly payments from tenants. (rent 

revenue) 
 

b. Gain ± This is income earned outside the ordinary activities of an 
enterprise but meet the definition of income as an increase in the 
economic benefits. 
Examples of business transactions that give rise to gains: 
x $�FRPSDQ\¶V�GHOLYHU\�WUXFN�LV�VROG�IRU�D�SULFH�KLJKHU�WKDQ�WKH�UHFRUGHG�

value  or book value of the vehicle in the accounting records. 
x Land is sold at a price higher than its acquisition cost. 

 

Vocabulary Exercise: Identify the accounting term being described by each 
statement. Choose your answer from the box and write it on the blank. 

___________1. This refers to money going into the enterprise. 
___________2. This is a payment made by an enterprise to another enterprise 

in exchange for intellectual property rights. 
___________3. This refers to the original cost of an asset minus depreciation or 

any impairment costs made against it. 
___________4. This means buying something with an arrangement of paying 

later. 
___________5. This refers to all costs related to the purchase of an asset. 
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