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BOOKS - ARYA ACCOUNTS (HINGLISH)

ACCOUNTING PRINCIPLES

Short Answer Questions

1. Explain the business entity concept with

example.

Watch Video Solution

https://doubtnut.app.link/lkek2J5wfhb
https://doubtnut.app.link/MVcbJvrhfnb
https://doubtnut.app.link/MVcbJvrhfnb
https://dl.doubtnut.com/l/_SNIFZWvvs6me


2. "Capital is a liability for the business."

Explain this statement with the principle

applied.

View Text Solution

3. Why is it necessary for accounts to assume

that a business entity will remain a going

concern?

View Text Solution

https://dl.doubtnut.com/l/_SNIFZWvvs6me
https://dl.doubtnut.com/l/_oAt9rnb8rxrM
https://dl.doubtnut.com/l/_qqkuCrgK0nri


Very Short Answer Questions

4. What is the basic accounting equation?

Watch Video Solution

5. Discuss the principle based on the premise

"do not anticipate pro�ts but provide for all

losses."

View Text Solution

https://dl.doubtnut.com/l/_qqkuCrgK0nri
https://dl.doubtnut.com/l/_KPG4I5B7mMtI
https://dl.doubtnut.com/l/_9wAkonke7Jdi


1. Give two characteristics of accounting

principles.

View Text Solution

2. What is business entity Concept?

View Text Solution

3. MONEY MEASUREMENT CONCEPT

https://dl.doubtnut.com/l/_nxsUB8fcIP9F
https://dl.doubtnut.com/l/_JiVokeV7KAxs
https://dl.doubtnut.com/l/_1vy8h8ZuoP9S


Watch Video Solution

4. GOING CONCERN CONCEPT

Watch Video Solution

5. ACCOUNTING PERIOD CONCEPT

Watch Video Solution

6. COST CONCEPT

https://dl.doubtnut.com/l/_1vy8h8ZuoP9S
https://dl.doubtnut.com/l/_fZ79WpMX6VbI
https://dl.doubtnut.com/l/_WkKSMsy8wFzA
https://dl.doubtnut.com/l/_71Frez3UM6jP


Watch Video Solution

7. DUAL ASPECT CONCEPT

Watch Video Solution

8. What is matching concept?

Watch Video Solution

https://dl.doubtnut.com/l/_71Frez3UM6jP
https://dl.doubtnut.com/l/_ToFVsq2DpWe1
https://dl.doubtnut.com/l/_SqKSW5cKS4Jz


9. How does the matching concept apply to

depreciation?

View Text Solution

10. Whatis accrual concept?

View Text Solution

11. What is convention of full disclosure?

View Text Solution

https://dl.doubtnut.com/l/_hNeCZC2tzTos
https://dl.doubtnut.com/l/_MJgY5tDTSvmu
https://dl.doubtnut.com/l/_7WSBrO0XwL39


12. What is concept of consistency?

View Text Solution

13. What is convention of prudence or

conservation?

View Text Solution

14. What is convention of materiality?

https://dl.doubtnut.com/l/_7WSBrO0XwL39
https://dl.doubtnut.com/l/_Bkq1C3a4UOtm
https://dl.doubtnut.com/l/_ByiiSGbEW0en
https://dl.doubtnut.com/l/_MZJ0itI7XmHC


View Text Solution

15. Which principle states that the �nancial

statements should disclose all signi�cant

informations?

View Text Solution

16. Closing stock is valued at lower of cost or

realisable value'. Which principle of

Accounting is applied here?

https://dl.doubtnut.com/l/_MZJ0itI7XmHC
https://dl.doubtnut.com/l/_XgzLLqa15Jom
https://dl.doubtnut.com/l/_5JiM61541zNx


View Text Solution

17. Why should a business follow the

consistency Concept?

View Text Solution

18. State one limitation of historical cost.

View Text Solution

https://dl.doubtnut.com/l/_5JiM61541zNx
https://dl.doubtnut.com/l/_8nvktUirEgYx
https://dl.doubtnut.com/l/_DGWw0QenPRbw


A Objective Type Questions Fill In The Blanks

19. Why the entire life of business is divided

into time intervals?

View Text Solution

20. Under which principle, resignation by a

Marketing Manager is not recorded in books

of accounts?

Watch Video Solution

https://dl.doubtnut.com/l/_7R4mUQCYK8jp
https://dl.doubtnut.com/l/_9jx5x3ZM9mjq


1. Concept of …………….requires that the same

acconting methods should be used from one

accounting period to the next.

Watch Video Solution

2. Recognition of cost in the same period as

associated revenues is called ……………….concept.

View Text Solution

https://dl.doubtnut.com/l/_K4QBMf1pmR5m
https://dl.doubtnut.com/l/_ABv4625b2S9w
https://dl.doubtnut.com/l/_AnVGYmZaV8V2


3. Personal transactions are distinguished

from business transactions in accordance with

the concept of ……………..

View Text Solution

4. If a �rm believes that some of its debtors

may 'default'. It should act on this by making

sure that all possible losses are recorded in

the books. This is an example of the

………………….convention.

View Text Solution

https://dl.doubtnut.com/l/_AnVGYmZaV8V2
https://dl.doubtnut.com/l/_aSPOMjXyGcRS


5. The fact that a business is separate and

distinguishable from its owner is best

exempli�ed by the ……………….concept.

View Text Solution

6. Everything a �rms owns, it also owes out to

somebody. This co-incidence is explained by

the ……………….concept.

Watch Video Solution

https://dl.doubtnut.com/l/_aSPOMjXyGcRS
https://dl.doubtnut.com/l/_eMaxzDfRyXjP
https://dl.doubtnut.com/l/_lOrROPjf9m3F


7. The…………concept states that if straight line

method of depreciation is used in one used in

one year, then it should also be usd in the next

year.

View Text Solution

8. A �rm may hold stock which is heavily in

demand. Consequently, the market value of

this stock may be increasing. Normal

https://dl.doubtnut.com/l/_lOrROPjf9m3F
https://dl.doubtnut.com/l/_V5oqfl0cNfEl
https://dl.doubtnut.com/l/_pqELtTG2bdxr


accountig procedure is to ignore this because

of the …………… .

View Text Solution

9. The management of a �rm is remarkably

incomponent, but the �rm's accountant

cannot take this into account while preparing

books of accounts because of ………..concept.

View Text Solution

https://dl.doubtnut.com/l/_pqELtTG2bdxr
https://dl.doubtnut.com/l/_1UB34Olp9mSn


B Mention Whether The Following Are True Or

False

1. Convention of Prudence results in

understatement of pro�ts and assets and

overstatement of liabilities.

View Text Solution

2. Business entity concept is not applicable to

sole trading concerns and partnership

concerns.

https://dl.doubtnut.com/l/_dU9p1zG7rMsB
https://dl.doubtnut.com/l/_B15h4pv40pxo


View Text Solution

3. Only those facts and events are recorded in

accounting which are capable of being

expresssed in terms of money.

View Text Solution

4. All items or facts whether material or

immaterial are recorded in accounting.

View Text Solution

https://dl.doubtnut.com/l/_B15h4pv40pxo
https://dl.doubtnut.com/l/_3XOpyI1KNjF7
https://dl.doubtnut.com/l/_zGH8Bat3pMbd


5. Assets will be equal to capital if there are no

liabilities.

View Text Solution

6. Revenue are matched with expenses in

accordance with going concern assumption.

View Text Solution

https://dl.doubtnut.com/l/_zGH8Bat3pMbd
https://dl.doubtnut.com/l/_R3AsxuHfCotr
https://dl.doubtnut.com/l/_pHPpib5xB3FR


7. Entire life on the �rm is divided into time

intervals for the measurement of pro�ts in

accordance with 'Going Concern Assumption'.

View Text Solution

8. Materiality principle is an excetion to the

'Full Disclosure Convention'.

View Text Solution

https://dl.doubtnut.com/l/_QkhDJJiTjhop
https://dl.doubtnut.com/l/_J3BmKnmckkKv


9. If a �rm adopts di�erent accounting

principles in two accounting periods it

con�icts with the concept of consistency.

View Text Solution

10. The essence of convention of prudence is

to anticipate no pro�t and provide for all

possible losses.

View Text Solution

https://dl.doubtnut.com/l/_eEdhsF4brpBu
https://dl.doubtnut.com/l/_HWL1RKPgibua


C Choose The Best Alternate

1. As per Income Tax Act, accounting period is :

A. From 1st January to 31st December

B. From 1st April to 31st March

C. From 1st July to 30th June

D. From Diwali to Diwali

Answer: B

View Text Solution

https://dl.doubtnut.com/l/_DCGP6oUn8YTK


2. As per Dual Aspect Concept :

A. Assets = Liabilities - Capital

B. Asset = Liabilities + Capital

C. Assets = Capital - Liabilities

D. Capital = Assets + Liabilities

Answer: C

View Text Solution

https://dl.doubtnut.com/l/_MY1RVYL1E3pq


3. Concept of Consistency means :

A. All the �rms in the same industry should

use identical accouting principles and

procedures

B. All principles and procedures of

accounting are utilised

C. Accounting principles and methods

should remain consistent from one year

to another

https://dl.doubtnut.com/l/_O6NDzLbHsAZs


D. All of the above

Answer: C

View Text Solution

4. Convention of conservation takes into

account :

A. All future pro�ts and losses

B. All futures pro�ts and not losses

C. All future losses and not pro�ts

https://dl.doubtnut.com/l/_O6NDzLbHsAZs
https://dl.doubtnut.com/l/_E2swT5cVaTYp


D. Neither pro�ts nor losses of the future

Answer: C

View Text Solution

5. According to Convention of Conservation

closing stock is valued at :

A. At cost price

B. At Realisable value

https://dl.doubtnut.com/l/_E2swT5cVaTYp
https://dl.doubtnut.com/l/_QbD7HnGMdWWz


C. Cost price or realisable value whichever

is less

D. At Real value

Answer: C

View Text Solution

6. According to Convention of conservation :

A. Provision is made for bad and doubtful

debts

https://dl.doubtnut.com/l/_QbD7HnGMdWWz
https://dl.doubtnut.com/l/_VW7rQoVMP7jx


B. Depreciation is charged on assets

C. Recording is made of outstanding

expenses

D. All of the above

Answer: A

Watch Video Solution

7. According to which Concept even the

proprietor of the business is treated as a

creditor of the business :

https://dl.doubtnut.com/l/_VW7rQoVMP7jx
https://dl.doubtnut.com/l/_RR35iSuf5uDo


A. Going concern Concept

B. Cost Concept

C. Business Entity Concept

D. Accounting Period Concept

Answer: C

View Text Solution

8. Due to which Concept qualitative

transactions are not recorded in the books :

https://dl.doubtnut.com/l/_RR35iSuf5uDo
https://dl.doubtnut.com/l/_qAla3QLe0Oqg


A. Business Entity Concept

B. Money Measurement Concept

C. Historical cost Concept

D. Dual Aspect Concept

Answer: B

View Text Solution

9. Accural concept is based on :

A. Matching concept

https://dl.doubtnut.com/l/_qAla3QLe0Oqg
https://dl.doubtnut.com/l/_RrxR1JFi6NKR


B. Dual Aspect Concept

C. Cost Concept

D. Going concern Concept

Answer: A

View Text Solution

10. According to which Concept the same

accounting methods should be used each year

:

https://dl.doubtnut.com/l/_RrxR1JFi6NKR
https://dl.doubtnut.com/l/_2tCbIfd3NGkD


A. Prudence

B. Full Disclosure

C. Materiality

D. Consistency

Answer: D

Watch Video Solution

11. Due to which of the following, contingent

liabilities are shown in the Balance Sheet :

https://dl.doubtnut.com/l/_2tCbIfd3NGkD
https://dl.doubtnut.com/l/_4mVrMPBN01jQ


A. Dual Aspect Concept

B. Convention of Full Disclosure

C. Convention of Materiality

D. Going Concern Concept

Answer: B

View Text Solution

12. The cost of a small calculator is accounted

as an expense and not shown as an asset in a

https://dl.doubtnut.com/l/_4mVrMPBN01jQ
https://dl.doubtnut.com/l/_peIHhzywjm0x


�nancial statement of a business entity due to

……………..

A. Materiality Convention

B. Matching concept

C. Periodicity concept

D. Convention of full disclosure

Answer: A

View Text Solution

https://dl.doubtnut.com/l/_peIHhzywjm0x


13. According to the Cost Concept

A. Assets are recorded at lower of cost and

market value.

B. Assets are recorded by estimating the

market value at the time of purchase.

C. Assets are recorded at the value paid for

acquiring it.

D. Assets are not recorded

Answer: C

https://dl.doubtnut.com/l/_3xrVFXnTWGwr


View Text Solution

14. Providing depreciation on �xed asset is in

accordance with which of the following

principles/concepts.

A. (i) & (ii)

B. (ii) & (iii)

C. (i) & (iii)

D. All the three

Answer: A

https://dl.doubtnut.com/l/_3xrVFXnTWGwr
https://dl.doubtnut.com/l/_jKnLnc7ltK5L


View Text Solution

15. The owner of the �rm records his medical

expenses in the �rms' income statement.

Indicate the principle that is violated.

A. Cost Concept

B. Prudence

C. Full disclosure

D. Entity concept

Answer: D

https://dl.doubtnut.com/l/_jKnLnc7ltK5L
https://dl.doubtnut.com/l/_0w937B9dyvnE


View Text Solution

16. M/s Future Ltd. Has invested ₹ 10,000 in the

shares of Relicam Industries Ltd. Current

market value of these shares is ₹ 10, 500.

Accountant of Future Ltd. Wants to show ₹

10,500. as value of investment in the books of

accounts, which accounting convention

restricts him from doing so?

A. Full disclosure

B. Consistency

https://dl.doubtnut.com/l/_0w937B9dyvnE
https://dl.doubtnut.com/l/_7mtBdSUccphW


C. Conservation

D. Materiality

Answer: C

Watch Video Solution

17. Which of these is not a fundamental

accounting assumption?

A. Going concern Concept

B. Consistency

https://dl.doubtnut.com/l/_7mtBdSUccphW
https://dl.doubtnut.com/l/_HhMSDDpY59WG


C. Accural

D. Materiality

Answer: D

View Text Solution

18. Omission of paise and showing the round

�gures in �nancial statements is based on

……………..

A. Conservation convention

https://dl.doubtnut.com/l/_HhMSDDpY59WG
https://dl.doubtnut.com/l/_N7eObxn0Ja1l


B. Consistency concept

C. Materiality convention

D. Money measurement concept

Answer: C

View Text Solution

19. Income is measured on the basis of :

A. Matching Concept

B. Consistency Concept

https://dl.doubtnut.com/l/_N7eObxn0Ja1l
https://dl.doubtnut.com/l/_NSeRWTTOMg1H


Higher Order Thinking Skills Hots Questions

C. Cost Concept

D. None of the above

Answer: A

View Text Solution

1. What is meant by GAAP?

View Text Solution

https://dl.doubtnut.com/l/_NSeRWTTOMg1H
https://dl.doubtnut.com/l/_OsFfXGHP1KIz


2. Propreitor of the business is treated as

creditor to the extent of his capital under

which Concept?

View Text Solution

3. A customer of X Ltd. Has discontinued his

business. He used to purchase 30% of the

total goods produced by X Ltd. Is it a relevant

information in your opinion and should be

disclosed by X Ltd.

https://dl.doubtnut.com/l/_IiSp3m1DduNX
https://dl.doubtnut.com/l/_KTmU7jrUphR4


Watch Video Solution

4. X Ltd. Gets a contract of ₹ 100 crore to build

a Shopping-Mal to be completed in 3 years.

The management of the company wants to

ascertain pro�t or loss on this contract only

when the contract is completed. Is the

management justi�ed?

Watch Video Solution

https://dl.doubtnut.com/l/_KTmU7jrUphR4
https://dl.doubtnut.com/l/_cl3LfkW4fhtT


5. Under which principle the calibre or quality

of the management is not disclosed in the

balance sheet?

Watch Video Solution

6. Which accounting principle states that all

anticipated losses should be recorded but all

anticipated pro�ts should be ignored?

Watch Video Solution

https://dl.doubtnut.com/l/_FbNxyI9gvyBH
https://dl.doubtnut.com/l/_VJVBYzgo9A02
https://dl.doubtnut.com/l/_biJNSGFRUxCO


7. According to which concept, depreciation is

to be charged as per one particular method

year after year?

Watch Video Solution

8. Why the full cost of an asset is not treated

as an expense in the year of its purchase?

Watch Video Solution

https://dl.doubtnut.com/l/_biJNSGFRUxCO
https://dl.doubtnut.com/l/_6H6CqOcsLZij


9. During the year the company purchased

ballpoint pens of ₹500. These were issued to

employees and were still in use at the end of

the year. Which accounting concept you would

follow in dealing with this item?

Watch Video Solution

10. A debtor who owes ₹ two lac to the

Company is rumoured to be declared

https://dl.doubtnut.com/l/_pCfZfIofSolh
https://dl.doubtnut.com/l/_nrKFwytgfn1N


insolvent. Will you disclose this information in

the books?

Watch Video Solution

11. Goods withdrawn by the proprietor for his

personal use has not been recorded in the

books of accounts. Which accounting concept

has been involved?

View Text Solution

https://dl.doubtnut.com/l/_nrKFwytgfn1N
https://dl.doubtnut.com/l/_apTyXGaF6rdp


12. In a business provision for doubtful debts

is created @5% on debtors every year. Name

into two accounting principles followed in this

process.

Watch Video Solution

13. A �rms has stationery stock accounting of

₹400 as at the end of �nancial year.

Accountant of the �rm has written it o� to

pro�t & Loss Account. Is he right in doing so?

https://dl.doubtnut.com/l/_Lp94cTzeWrwr
https://dl.doubtnut.com/l/_SFw7CNh2qZCM


Watch Video Solution

14. Why closing stock is valued at cost price or

realisable value whichever is less?

Watch Video Solution

15. Do you think that the Convention of

conversation results in creation of secret

reserves?

View Text Solution

https://dl.doubtnut.com/l/_SFw7CNh2qZCM
https://dl.doubtnut.com/l/_FPZDNA7v1MG5
https://dl.doubtnut.com/l/_aRqBiRdHJESR


16. Identify the value involved in the

assumption of going concern.

View Text Solution

17. Why �xed assets are not shown in the

books at market value?

Watch Video Solution

https://dl.doubtnut.com/l/_B3wOLntMrZKT
https://dl.doubtnut.com/l/_XOXkabvjlabP


18. Why the entire life of the business

enterprise is divided into time-intervals?

Watch Video Solution

19. A company purchased goods for ₹5,00,000

and sold 80% of such goods during the year.

The market value of remaining goods was

₹90,000. The company valued the closing stock

at cost. Which principle is being violated?

Watch Video Solution

https://dl.doubtnut.com/l/_1rJX8mByvVvM
https://dl.doubtnut.com/l/_cyrUrlowcL0n


20. On 25th March, 2017, a �re broke out in the

premises of Kamal Ltd. And destroyed a part of

its plant and machinery. On account of this, a

sharp decline in production for the next six

months is expected. The company did not

disclose this fact in its annual for the year

ended 31st March, 2017. What is your opinion

about his omission?

Watch Video Solution

https://dl.doubtnut.com/l/_cyrUrlowcL0n
https://dl.doubtnut.com/l/_Zl0NPWqvxOwO


21. R Ltd. Purchased 500 Sq. Metre Land for

₹1.5 crore to build a factory. At the end of year,

the market value of land was ₹1.35 crore. R Ltd.

Treated ₹ 15 Lakh as loss and recorded the

land at ₹1.35 crore. Is it a correct treatment?

Watch Video Solution

22. Raja Ltd. Purchased securities for ₹50 lakh.

At the end of the year, the market value of

such securities was ₹40 lakh. While preparing

https://dl.doubtnut.com/l/_TDMjc1vCLeeh
https://dl.doubtnut.com/l/_sJr4RUI1GdlJ


the �nancial statement, the company valued

the securities at cost i.e. at ₹50 lakh. Is it a

correct treatment?

Watch Video Solution

23. A company has been charging depreciation

@ 10% p.a. on original cost method. It now

wants to change the method from original

cost to diminishing balance method. The rate

of depreciation being 15% p.a. Can it do so?

Watch Video Solution

https://dl.doubtnut.com/l/_sJr4RUI1GdlJ
https://dl.doubtnut.com/l/_KSvWvmEnx8Zo


24. Mohan, the owner of a business receives an

order for supply of goods worth ₹2,00,000. He

has also received ₹25,000 against this order.

Mohan wants to record it as a sale. Is Mohan

correct in doing so?

Watch Video Solution

25. Land and Building are shown at ₹ 10 Lac in

the Balance Sheet of the business owner by

Mr. Yuvraj. However, as per the certi�cate of

https://dl.doubtnut.com/l/_KSvWvmEnx8Zo
https://dl.doubtnut.com/l/_Xlg5fWVpRpy4
https://dl.doubtnut.com/l/_RR1KroD557KM


Govt. approved valuer the realisable value of

Land and Building is ₹200 Lac. Mr. Yuvraj wants

to show the Land and Builiding at this books.

Can he do so?

Watch Video Solution

26. Shyam purchased a building for ₹20 lakh.

However, due to boom in the property market,

the current market value of the building is ₹28

lakh. State the value at which building should

https://dl.doubtnut.com/l/_RR1KroD557KM
https://dl.doubtnut.com/l/_yHYb4ry7YmGt


be recorded in the books of accounts. Also,

give reasons for the same.

Watch Video Solution

https://dl.doubtnut.com/l/_yHYb4ry7YmGt

