
Principles of Accounting - ICOM Part 1 Principles of Accounting Chapter 9 Short Question
Preparation

Q1. Define net loss.

Ans 1:  If the debit side of profit and loss account is more than the credit side,then the difference will be net loss,Net loss is
deducted from capital in balance sheet.

Q2. Define Assets.

Ans 1:  Assets are the things having certain monetary value possessed by a business Cash,Furniture ,Building
,Land,Machinery,Stock of Goods,Debtors,Accounts receivable Bank balance etc.

Q3. What are contingent liabilities?

Ans 1:  Contingent liability is not a liability at present but may or may not become liability in future ,It depends upon the certain future
event to become a contingent liability.

Q4. Define return outwards.

Ans 1:  When the goods purchased are found defective or unsatisfactory they are returned to the supplier,It is called return
outwards or purchase return,Journal entry for the return outwards is as under:
1.Goods returned to Adnan Rs 6000
Adnan account
to purchases return Account
(Defective Goods returned to the supplier).

Q5. Define liquid assets.

Ans 1:  Assets which can converted immediately into cash or which are already in the form of cash are called liquid or quick
assets.

Q6. Define preliminary expenses.

Ans 1:  Preliminary expenses are those expense which are incurred before the commencement of a business,These expenses
include statuary fees ,company logo fee ,charges of survey report and project report etc.

Q7. Define prepaid expenses.

Ans 1:  Prepaid expenses mean those expenses which have been paid in advance in the business but benefit for which are still to
receive is called prepaid expenses.



Q8. Define accrued expenses.

Ans 1:  All those expenses which have become due but have not yet paid are called accrued expenses,These expenses are also
termed as outstanding expenses.

Q9. Define liabilities.

Ans 1:  The debts which are to be paid out of current assets are called liabilities ,The business liabilities are grouped under two
heading viz.short or short term liabilities and long term liabilities.

Q10. Define depreciation.

Ans 1:  It is the gradual decrease in the value of the fixed assets due to its ue in the business.
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