
Principles of Accounting - ICOM Part 2 Principles of Accounting Full Book Short Questions
Preparation

Q1. Define the term cosinee?

Ans 1:  Consignee is the person to whom the goods are sent for sale purpose by consigner at the rate of some commision,
Example Zahid received goods from Asad for sale purpose at some commision.

Q2. What is meant by honorarium?

Ans 1:  Honorarium is the amount paid to person who may be invited to deliver lectures or artists may be invited to give their
performance by a club,
Example : ALex club pay Rs 2000000 as honorarium to Taylor swift and zayn malik for song.

Q3. For which assets straight line method is suitable?

Ans 1:  This method can be usefully used in case of those assets which have small value or which do not require many repairs and
renewals like copy rights, patent rights etc.

Q4. What is meant by common seal of company?

Ans 1:  The common seal is the official signature of company.It is used as substitutes of signature because company is an artificial
and cannot sign itself.It is also called official signature of the company.
Example : Stem of the company etc.

Q5. Write some contents of partnership deed.

Ans 1:  Some contents of partnership deed are given below:

1. Name of business
2. Nature of business
3. Capital of firm collectable by each other
4. Ration of profit and loss sharing
5. Rate of interest on capital
6. Salaries of partners
7. Commencement of partners.

Q6. What is Co-Ownership?

Ans 1:  Co-Ownership is a relation which subsists between two or more persons who own property jointly or in common,It is not
partnership but a joint business.
Example: A building is onwards by two person.Tahir and Asghar.



Q7. What is endowment fund?

Ans 1:  The Principle of this fund is not expendable and the income on investment made for a specified period can be used for
general or specific purpose.

Q8. What is meant by Additional Capital?

Ans 1:  The amount of capital which is introduced during the year in the business is called additional capital or fresh capital.

Q9. Define the term fluctuation.

Ans 1:  Fluctuation is decrease or increase in the market value of an assets not due to use in business.In fluctuation the price of
things may decrease or increase in the market.
Example: Increase in value of land or building not due to use in business.

Q10. Define about secret partner.

Ans 1:  A secret partner provides capital to the firm.He share is profit and loss of the firm.He does not take active part in the
business of the firm.He is liable to third parties in case of loss.
A secret partner may be a sleeping partner.

Q11. Write down two advantage of single entry system?

Ans 1:  Two advantage or characteristics of single entry system are as fellow
1.It is useful for small business.
2.In this system sole properties is free from danger or frauds.

Q12. What is closing capital?

Ans 1:  The money or capital which is net at the ending or closing of the year or opening of the year.

Q13. Write characteristics of consignment?

Ans 1:  Some characteristics of consignment are given below:

1. Ownership not transfer to consignee ,it remain with consignor.
2. Relationship between consignor and consignee is that principle and agent.
3. Consignee earns commision on sale of goods.

Q14. Define the term Sacrifice Ratio.

Ans 1:  Sacrifice ratio is calculated on the admission of new member in partnership for distribution of goodwill among the old
partner,if goodwill bring is in cah by new partner.
It is calculated with help of following equation



Sacrifice ratio=old share -new share.

Q15. What is special subscription ?

Ans 1:  Special subscription is an additional subscription.It is collected from member over and above the regular subscription.It is
used for some special purpose.Example:
Construction of club building ,charities to poor awarding of price etc.

Q16. What is meant by company limited by Guarantee?

Ans 1:  The company in which the liability of the members is limited to such amount as the member may respectively undertake to
contribute to the assets of the company in the event of its being wound up.

Q17. Define non profit making organization.

Ans 1:  Non-Profit making organization or non trading concern because which do not buy or manufacture and sell goods,Their
primary objects is not to earn profit,Their object is to do good to society through welfare activities,
Example : Clubs,Hospitals ,Schools,Libraries etc.

Q18. What is meant by underwriter?

Ans 1:  Underwriter is a person who gives the guarantee for the shred or debentures offered by company to the public for the
subscription if not taken up.He would be responsible to take them.
Example: Sohail and co took responsibility to take shared as underwriter.

Q19. What is meant by profit or loss statement?

Ans 1:  Profit or loss statement is prepared to find out the profit or loss of the year under single entry system.

Q20. What is difference between balance sheet and statement of affairs?

Ans 1:  Balance Sheet: Balance Sheet is prepared to find out the financial position of business under double entry system.

Ans 2:  Statement of affairs:Statement of affairs is prepared to calculate capital at the end or the start of the year under single entry
system
.
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