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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. 
	Assessment 3

Q1. Short questions (15)
I. What is the difference between service income and sales income?
A service income is revenue generated through offering a service. For example, Taxi drivers or accountants.  Sales income is generated through a sale of a product. For services there is usually staff employed to offer the service, whereas for sales income it is the selling of inventory and doesn’t always require staff. For example, selling food or cars. 

II. What is a Cash Flow Statement?
A cash flow statement is a statement showing the flow of cash for an accounting period. The statement is usually divided in to three sections; operating, for example tax payments, investing, for example a sale of a vehicle and financing for example, selling stocks. 


III. Define Bootstrapping.
Bootstrapping is to build a company from your own money and assets. The profits are reinvested into the business. This approach works best for small companies with a low start-up cost, short sales cycles and a simple product.

IV. Make a comparison between current assets and fixed assets.

Current assets are generally considered to be anything that will be converted into cash within one year, such as accounts receivable, inventory etc. Fixed assets are more permanent in nature such as machinery, land, building etc. Current assets continually turn throughout the year whilst fixed assets revolve slowly in general, although they can revolve to make way for updated equipment etc.

Q2. Discuss the balance sheet in detail. (7)

The balance sheet summarizes what the business owns and compares it to what it owes. It does so to see the financial situation of the business using a standard and simplified format. The balance sheet is broken down in to three parts; Assets, Liability, Equity. The Assets are anything the business owns i.e. cash, equipment etc. including bills that are prepaid and accounts receivable. Liabilities are anything the business owes. Money owed as a result of trade are generally called ‘accounts payable’. Equity is the combination of profits and money invested/withdrawn by the company owner(s) which then gives  the measure of what the business is worth. The typical accounts reported on the balance sheet are; Accounts receivable, cash, equipment, accounts and notes payable, prepaid items, unearned revenue, vehicles, land, buildings – and their accumulated individual depreciation. Adding together the accounts of individual balance sheets of various companies is referred to as a consolidated balance sheet. The sum of which gives the financial position of the entire group of companies.


[bookmark: _GoBack]Q3. Outline the various steps of product development. (8) 

There are various models for developing a product, but most have the following seven initial steps. The first step is idea development; i.e. This stage outlines what the product is, problems it solves etc. The second stage is the planning. The planning stage outlines the market and customer requirements, functional and non-functional requirements, engineering requirements and testing requirements. The third stage is the design; the design stage leads to the prototype of your product being developed. Fourth stage is the beta and quality testing of which your product can be tested in a real situation. Once tested the flaws can be corrected which requires the product to go back to the design stage and this may go back and forth until the product is ready for the next stage. Fifth stage is the limited production and then to quality testing. This is a trial run once the prototype has been tested. If this stage goes well the product is ready for the next and final stage. Full production, quality checks and product release. This is the final stage in which minor adjustments may be required but generally the same process will be applied.
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