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

Q1. 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.

Q2. Define depreciation.

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

Q3. 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.

Q4. Define outstanding assets.

Ans 1:  Prepaid expenses and accrued incomes are called outstanding assets.

Q5. Define drawings?

Ans 1:  The amount of cash or goods taken away by the owner out of the business for his personal use is known as drawing.

Q6. Define gross loss.

Ans 1:  If direct expenses are more than the direct incomes it would mean that the trader has sustained a gross loss.

Q7. Define manufacturing business.

Ans 1:  A business which used raw material finished goods is know as manufacturing business.

Q8. What is the trade account?

Ans 1:  The trading account shows the result of buying and selling of goods,It is prepared to determined gross profit or gross loss
of the business.



Q9. What is profit and loss account?

Ans 1:  The amount which is prepared to ascertain the net profit earned or net loss suffered by the business is called profit and loss
account.

Q10. Define opening stock.

Ans 1:  The stock of merchandise or goods help for resale purpose by a business unit at the beginning of the year is known as
opening stock.
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