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

Q1. Define the term debtor.

Ans 1:  The persons to whom or goods services are sold on credit or the person from whom money is to be received in near future
are called debtors,Debtors are also accounts receivables,.

Q2. Define credit purchases.

Ans 1:  If goods are purchases from supplier and payment is not made to him immediately such purchases are called credit
purchases.

Q3. What is meant by business?

Ans 1:  Any legal activity untaken from the principle of earning is known as business.It includes all activities including
buying,manufacturing advertising,recording events of financial character viz books keeping,accounting ,auditing,taxation etc.

Q4. Define expenses.

Ans 1:  The cost of the goods and services used up in the process of obtaining revenue is known as expenses,Salaries
,insurance,rent,electricity charges ,publicity ,advertisement etc,.

Q5. What is meany by merchandise or goods?

Ans 1:  It refers to something which has been purchased by a trader for resale purpose.
Or
Anything which has been purchased or manufactured for selling purposes is called goods or merchandise.

Q6. 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.

Q7. Define merchandise.

Ans 1:  The items or things in which enterprise deals are called goods in trade or merchandise.

Q8. Define accounting.



Ans 1:  The American institute of Certified Public Accounting once defined accounting as,the art of recording,classifying and
summarizing in a significant manner,and in terms of money ,transactions and events which are in part at lease,of a financial
character and interpreting the result thereof.

Q9. Differentiate between book keeping and accounting.

Ans 1:  Both book keeping and accounting are essential business,functions.Book keeping is responsible for the recording of
financial transactions,Accounting is responsible for interpreting ,classifying ,analyzing ,reporting and summarizing financial data.

Q10. Define book keeping.

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