
Principles of Accounting - ICOM Part 1 Principles of Accounting Chapter 1 Short Question
Preparation

Q1. What is meant by separate entity concept?

Ans 1:  According to this concept business is treated as a separate entity from its owner.

Q2. Who is the owner of the business?

Ans 1:  The person who invest the necessary capital in business and then he gives his time and attention to it,takes the risk and
entitled to receive the profit or beat the loss arising these from.

Q3. Define discount.

Ans 1:  Any deduction allowed by the seller to the purchases of the goods or merchandise is called discount,There are two types of
discount viz trade discount and cash discount,.

Q4. Define trade discount.

Ans 1:  It is rebate or allowance from the list price granted by the seller to the buyer ,When trade discount is allowed,the purchases
and sales are recorded at the net price paid and received.

Q5. Define book keeping.

Ans 1:  Book keeping is the art of recording monetary transactions in the books of accounts in a proper manner.

Q6. Define realization concept.

Ans 1:  According to this concept revenue should be recognized at the time when goods are sold or services are rendered.

Q7. Define cost accounting.

Ans 1:  Cost accounting is an extended branch of financial accounting that determines the cost of goods manufacturing or
produced by the business,It helps the management to get as far as possible the exact cost of goods manufacturing.

Q8. What is meant by cash purchases?

Ans 1:  If goods are purchases from a supplier and payment is made to him at the same time such purchases are called cash



purchases.

Q9. Define cash discount.

Ans 1:  Cash discount is deduction or allowance given by a creditor to the debtor of the amount is paid by the debtor before the
due date.

Q10. Define purchases.

Ans 1:  Merchandise or goods bought with the intention of reselling is called purchases, It is more exact title is purchases of
merchandise.
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