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1. The primary purpose of accounting is to:

(a) Calculate tax payable to the government.

(b) Provide financial information for decision-making.
(c) Prevent errors and fraud.

(d) Determine the market value of the business.

2. Which of the following is an example of an
Intangible Asset?

(a) Land

(b) Machinery

(c) Goodwill

(d) Inventory

3. The process of transferring journal entries to the
ledger accounts is known as:

(a) Journalizing

(b) Balancing

(c) Posting

(d) Casting

4. A brief explanation of a journal entry, written
below the entry, is called a:

(a) Narration

(b) Posting

(c) Ledger Folio

(d) Debit Note

5. The 'Book of Original Entry' is the:
(a) Ledger

(b) Trial Balance

(c) Journal

(d) Balance Sheet

6. An account that records all transactions relating to
a person or organization is a:

(a) Real Account

(b) Nominal Account

(c) Personal Account

(d) Fictitious Account

7. Which of the following accounts normally has a
debit balance?

(a) Sales

(b) Capital

(c) Rent Expense

(d) Creditors

8. The term 'Double Entry System’ refers to the fact
that:
(a) Every transaction affects two sides of the Balance

Sheet.

(b) Every transaction has two aspects: a debit and a
credit.

(c) Transactions are recorded in two different books.
(d) The business uses two different bank accounts.

9. What is the amount of capital if Assets are
$500,000 and Liabilities are $200,000?

(a) $700,000

(b) $300,000

(c) $200,000

(d) $500,000

10. Unearned Revenue is classified as a:
(a) Asset

(b) Liability

(c) Revenue

(d) Expense

11. The assumption that a business enterprise will
continue its operations for a long time in the future is
the:

(a) Business Entity Concept

(b) Going Concern Concept

(c) Accounting Period Concept

(d) Cost Concept

12. According to which concept is the owner of the
business treated as a creditor of the business?

(a) Dual Aspect Concept

(b) Money Measurement Concept

(c) Business Entity Concept

(d) Accrual Concept

13. The principle that requires all material
information to be disclosed in the financial
statements is the:

(a) Consistency Principle

(b) Conservatism Principle

(c) Full Disclosure Principle

(d) Matching Principle

14. Charging the cost of a small asset (like a stapler)
fully to expense in the year of purchase instead of
depreciating it over its useful life is an application of
the:

(a) Consistency Principle

(b) Materiality Principle

(c) Accrual Principle

(d) Cost Principle
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1. AGTHhT (Accounting) Wﬂ@@?ﬁm%’

(a) TXHR BT ¢ HY (Tax) T IOTAT ST |

(b) TA0TT S 8 el SITeTehT FeiTet T |

(c) IfeaT 3R Lir@ersy i JUehar|

(d) STTHTT & STATR Hed T [TEOT LT |

2. mﬁﬁﬁﬁﬁwwm(lntangible
Asset) &1 3ETEI0T &7

(a) ST

(b) FRTT

(c) Isfarer

(d) #TBR (gaied)

3. 9f¥T 9T (Journal Entries) aﬁmgwﬁ
(Ledger Accounts) A TUATART FI Y ITHAT 1 4T FgT
e §?

(a) aﬁﬂsﬁw (Journalizing)

(b) EEIREN (Balancing)

(c) AITEETT (Posting)

(d) STTEEIT (Casting)

4. ot Sroter wfafSe & =i forgd v wftica faawor i #r
FgT AT §?

(a) guie (Narration)

(b) GITEEIT (Posting)

(c) oIS WITerT (Ledger Folio)

(d) 3T AT (Debit Note)

5. A gfafse $ir qE®’ (Book of Original Entry) Sl
&

(a) oI §§T (Ledger)

(b) Waﬁﬂ (Trial Balance)

(c) ool (Journal)

(d) o efic (Balance Sheet)

6. 9§ GTaT 9 fFaY safFra a1 wv T @ wafta wsft der-&aT
&1 gof FAT ¢, FATAT &

(a) CIESICERCIGI (Real Account)

(b) ATHHATH WTAT (Nominal Account)

(c) S TFAIT @Il (Personal Account)

(d) FTeUtelsh @TaT (Fictitious Account)

7. PEafafEa # @ e @ w1 @ 3fae S gar
&

(a) TershT (Sales)

(b) IaiT (Capital)

(c) TR R (Rent Expense)

(d) ¥R (Creditors)

8. 'aﬁ’-m YUTTelY’ (Double Entry System) FTFIT I
14

(a) A iA-oT soid effe & gttt ugit Y gerfad sar g
(b) T oleT-3oT & BT Bl BId] & — sfae A Hise]

(c) oIeT-&oT &Y 3TeT3T- 37137 TEcTehi H Gof fhT ST |

(d) SIS &T Soh WA ST 3TATT FIAT ¢ |

9. If& aREIRIAT (Assets) X5,00,000 ¥ 3i}¥ EreTR=AT

(Liabilities) ¥2,00,000 §, AY Y3 (Capital) Rrasit g1l
(a) %7,00,000
(b) %3,00,000
(c) 2,00,000
(d) %5,00,000

10. 37fSTdl o &Y € 3T (Unearned Revenue) FT fFT TT &
gaffea e saT &2

(a) IRTIfT (Asset)

(b) SSTGTRY (Liability)

(c) 3T (Revenue)

(d) =TI (Expense)

11. 9§ ATAAT o HS HTHR STTH A TAT dF folial
AT HTAT @I, FEeATC &

(a) Wsﬁ?ﬁm (Business Entity Concept)

(b) AT ATl T HehoTaTl (Going Concern Concept)

(c) or@T 37 afr i Ghogar (Accounting Period Concept)

(d) ST HehoUaTT (Cost Concept)

12. g RAQUTE & IHTAR STTATT & FATH Y cTTaqT F1
FOTGTCT ATAT ST 82

(a) aj%-traﬁ'cr@ajqi?r (Dual Aspect Concept)

(b) Jiarm?rﬁma (Money Measurement Concept)

(c) Wéﬂﬂgmﬁ (Business Entity Concept)

(d) smsi?rm?r (Accrual Concept)

13. 98 Rcia ot 7 giafaa wvar ¢ i R faawon &
Tft Aot THHIRAT 3SR FY ST, FgeTaT o

(a) mﬁl—q’ﬁﬂﬁ (Consistency Principle)

(b) HTHHTEﬂ'ﬁ'ajE]TH (Conservatism Principle)

(c) T?‘TWUT%E}ITH(FMI Disclosure Principle)

(d) ﬁ'ﬂ'l?-rﬁ-l'aﬁlfa(Matching Principle)

14. Rreht X wRy (R Rever) A1 g AT @e
¥ A € U & T A gof AT, T9F 39 3T AT &
HTTe (Depreciate) &, mﬁ@mmm%v

(a) Wﬁﬁﬁﬂa (Consistency Principle)

(b) ﬁﬁﬂﬁl’aﬁlﬁ (Materiality Principle)

(c) wﬁaﬁaﬁm (Accrual Principle)

(d) WH&IE}ITH(Cost Principle)
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15. The principle that states that revenue and the
expenses incurred to earn that revenue must be
recognized in the same accounting period is the:
(a) Revenue Recognition Principle

(b) Cost Principle

(c) Matching Principle

(d) Objectivity Principle

16. Assets are usually recorded at their acquisition
price, which is consistent with the:

(a) Money Measurement Concept

(b) Cost Concept

(c) Going Concern Concept

(d) Realization Concept

17. The practice of 'providing for all anticipated
losses and ignoring all anticipated gains' is based on
the convention of:

(a) Consistency

(b) Materiality

(c) Conservatism (Prudence)

(d) Full Disclosure

18. Non-monetary events, like a quarrel in the
factory or a new competitor, are not recorded in the
books of accounts due to the:

(a) Accrual Concept

(b) Going Concern Concept

(c) Money Measurement Concept

(d) Accounting Period Concept

19. The concept that necessitates the preparation of
financial statements at regular intervals is the:

(a) Going Concern Concept

(b) Consistency Concept

(c) Accounting Period Concept

(d) Materiality Concept

20. Which of the following is considered the
foundation of the Double Entry System?

(a) Going Concern Concept

(b) Dual Aspect Concept

(c) Consistency Principle

(d) Accrual Concept

21. The Golden Rule "Debit the Receiver, Credit the
Giver" applies to:

(a) Real Accounts

(b) Nominal Accounts

(c) Personal Accounts
(d) None of the above

22. The Golden Rule "Debit what comes in, Credit
what goes out" applies to:

(a) Real Accounts

(b) Nominal Accounts

(c) Personal Accounts

(d) All Accounts

23. The Golden Rule "Debit all expenses and losses,
Credit all incomes and gains" applies to:

(a) Real Accounts

(b) Nominal Accounts

(c) Personal Accounts

(d) All Accounts

24. When machinery is purchased for cash, which
account is debited?

(a) Cash Account

(b) Purchases Account

(c) Machinery Account

(d) Creditor's Account

25. The journal entry for 'Paid Salary' is:
(a) Debit Cash A/c, Credit Salary A/c

(b) Debit Salary A/c, Credit Cash A/c

(c) Debit Personal A/c, Credit Salary A/c
(d) Debit Cash A/c, Credit Nominal A/c

26. The sale of goods on credit to John will be
debited to:

(a) Sales Account

(b) John's Account

(c) Cash Account

(d) Debtors Account (general)

27. Rent received is an example of a:
(a) Personal Account (Representative)
(b) Real Account

(c) Nominal Account

(d) Asset Account

28. Prepaid Insurance is a:

(a) Personal Account (Representative)
(b) Real Account

(c) Nominal Account

(d) Liability Account
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15. aﬁmﬁﬁﬁm%ﬁ?mmevenue) k3w
mﬁmmﬁ'gﬂ'mﬁxpenses) HI T g e
37T (Accounting Period) & AT & et qIe T,
FEATT &

(a) WW@E@H (Revenue Recognition Principle)
(b) Wﬁlﬁﬁl‘l?—r (Cost Principle)

(c) mﬁﬁﬁm (Matching Principle)

(d) aaﬁrw—rrﬁagm—r (Objectivity Principle)

16. TRAIRIAT AHTTIT: 3T T HIAT (Acquisition
Price) ‘Tﬂ'aﬁ'iﬁ'sﬂ?ﬁ%} I @ 7 ¥ 5 gFeqar
& HTET 57

(a) JiaTJ:ITqT-fWCI?IT (Money Measurement Concept)

(b) SITITT HeheUaTT (Cost Concept)

(c) T HATeloT HeheUsTT (Going Concern Concept)

(d) HTR THhedeT (Realization Concept)

17. |3l WaTaa grferat Y coawyT w3 3R waft wenfaa
ATHT Y ITEET FIT R TR 91 e 82

(a) TEAXAT (Consistency)

(b) SAHAT (Materiality)

(c) FTaYT=ir AT TadehefTerdr (Conservatism/Prudence)

(d) Q;U?WUT (Full Disclosure)

18. I-FHIfgF gead (Non-monetary Events) AV -FREAH
El'JETtITFRIT‘JIﬁTI’I'Jﬂ'(Competitor) mm—mﬁaﬁaﬁ
Y Tt FANE:

(a) 3UTotel Hhodall (Accrual Concept)

(b) T HaTelel HehoTsTl (Going Concern Concept)

(c) EEIDT,;'\THTCF-TWHT (Money Measurement Concept)

(d) oG 371G T8 HhedaT (Accounting Period Concept)

19. 98 HFouaT fra® HJAR faeir fFAaor (Financial Statements)
forafa sarTer WX IR R SITeY e @1, FEend &

(a) T HaTelel HeheUelT (Going Concern Concept)

(b) FEURAT HaheT=TT (Consistency Concept)

(c) or@T 3afA HheTsTT (Accounting Period Concept)

(d) #fAFAT HHEIT (Materiality Concept)

20. RFfaf@a # @ w4 FFega gf3-afafe yorelt (Double
Entry System) &Y g AT STt 2

(a) Gad Tl Hehe=T (Going Concern Concept)

(b) aj%-craﬂtrxiwm (Dual Aspect Concept)

(c) ‘F@%mﬁmzr (Consistency Principle)

(d) 3UTSTeT HehoTaTT (Accrual Concept)

21. “gTcaeRal & 3fde FIA, ST P 3T FA” (Debit the
Receiver, Credit the Giver) &T ¥90T {1 (Golden Rule) T
T W AT YT 82

(a) CIESICERCIGI (Real Account)

(b) ATHHATH WTAT (Nominal Account)

(c) SITFAIT QT (Personal Account)

(d) U H F IS @l

22. “3Y 37T § 39 3T A, I AT § 3H HFT FA
(Debit what comes in, Credit what goes out) F1 Taof s
fre @ra W AR AT 82

(a) ArEATde @IAT (Real Account)

(b) ATHHATT WTAT (Nominal Account)

(c) SITFAIT @I (Personal Account)

(d) T @1 (All Accounts)

23, “wsft @it 3ty grfaat i 3fae ), Fsft s ity ameat
FI 3T F” (Debit all expenses and losses, Credit all
incomes and gains) Wﬁ'ﬁﬁwﬁ?ﬂ'm“ﬂ'ﬂliﬂm
&

(a) ATEATAS QAT (Real Account)

(b) ATHATA WTAT (Nominal Account)

(c) SITFAIT @I (Personal Account)

(d) T3 @1 (All Accounts)

24. 577 AT THg F G ST &, A FieT-a @ar e B
SraT§?

(a) sTehe WTdT (Cash Account)

(b) AT WTAT (Purchases Account)

(c) FLMTE @WIAT (Machinery Account)

(d) TR @TdT (Creditor’s Account)

25. “ddeT WQWT” (Paid Salary) #Y STeter wfafoe giefi:

(a) STSE Tehe; WA, $hiSe dcteT @I

(b) ST et @, Hf3e g @rar

(c) 3T cafeFaera @, H3e dast @rar

(d) sfore Ferg @, Hfse A @rer

26. SieT Y IR T AT 997 3141, @ FFa @rel 1 3fae far smeam?

(a) TR @I (Sales Account)

(b)EﬁFi'?ﬂEl'l?iT(John’s Account)

(c) #ehe; WTAT (Cash Account)

(d) AR @rar (Debtors Account - HTHT)

27. 9Tod IR (Rent Received) RFTfaf@d & @ v YR &1
T

(a) STfFaera ufafa e @rar (Personal Account - Representative)
(b) ATEATA WIAT (Real Account)

(c) SATHHATT WTdT (Nominal Account)

(d) IREITT WTAT (Asset Account)

28. ﬂ'\éﬂl’ﬂam (Prepaid Insurance) R YR FT @1 §?
(a) STTFaeTa ufafafee @rar (Personal Account -

Representative)
(b) ATEATAH @I (Real Account)
(c) ATHATT WTAT (Nominal Account)

(d) SsTEIYT @I (Liability Account)
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29. If a business receives interest on a bank deposit,
the journal entry will include a credit to:

(a) Bank Account

(b) Interest Earned Account

(c) Cash Account

(d) Drawings Account

30. Which account is credited when the owner
withdraws cash from the business for personal use?
(a) Drawings Account

(b) Capital Account

(c) Cash Account

(d) Expenses Account

31. The column in a Journal that records the page
number of the Ledger where the entry is posted is
the:

(a) Date Column

(b) Particulars Column

(c) Ledger Folio (L.F.) Column

(d) Amount Column

32. The Ledger is called the book of:
(a) Original Entry

(b) Primary Entry

(c) Final Entry

(d) Subsidiary Entry

33. Which side of a standard 'T' format Ledger
Account is the Debit side?

(a) Right-hand side

(b) Left-hand side

(c) Top side

(d) Bottom side

34. A credit balance in a Personal Account indicates
a:

(a) Debtor

(b) Creditor

(c) Loss

(d) Gain

35. The process of calculating the difference between
the total of the debit and credit sides of a ledger
account is called:

(a) Posting

(b) Journalizing

(c) Balancing

(d) Totaling

36. Which account will show the balance of all assets,
liabilities, and capital at a given time?

(a) Journal

(b) Trial Balance

(c) Ledger

(d) Cash Book

37. If the debit side of a Nominal Account exceed:s its
credit side, the result is a:

(a) Loss

(b) Gain

(c) Liability

(d) Asset

38. The total of the 'Purchase Day Book' is
periodically posted to the:

(a) Credit side of the Purchases Account
(b) Debit side of the Purchases Account

(c) Debit side of the Sales Account

(d) Credit side of the Creditors Account

39. Goods taken by the proprietor for personal use
are credited to the:

(a) Capital Account

(b) Drawings Account

(c) Sales Account

(d) Purchases Account

40. The journal entry for a discount received will
include a:

(a) Debit to Discount Account

(b) Credit to Creditors Account

(c) Credit to Discount Received Account

(d) Debit to Cash Account

41. A Trial Balance is prepared from the balances of:
(a) The Journal

(b) The Balance Sheet

(c) The Ledger Accounts

(d) The Subsidiary Books only

42. What is the main objective of preparing a Trial
Balance?

(a) To ascertain the net profit.

(b) To check the arithmetical accuracy of the Ledger
Accounts.

(c) To determine the financial position of the business.
(d) To record all transactions.
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29. I TFY sqaaTT F dF FTHT 9T AT e QAT R, @
giafSe & w3 fhar smoam:

(37) S @rar

(&) ST AT @t

(H) sTehe, @TdT

() 3TeXoT WrdT

30. I TATHY ST IUAIT & AT cyaag & 5o
RFTaar ¢, A Fw @ Fr HiRe R aard?

(37) 3TEoT @relr

(1) it @rar

(H) sTehe, @TdT

(&) =TT @

31. fT Y 97 Ter frwed 39 AWT-a8) F1 55 FATF
fora s ¢ sret waf®e oot #1 18 7, FEamd ¢

(37) fetier T

(&) TaaroT &3

() ET-TEY Brferdt TAsT

(&) XTFeY EFOT

32. AET-TE) Y FET ATAT &:

(37) FeT gfafse i geas

(«7) ST ffeh TTafSe T qEcn

(&) 3ifca gfafse Hr g

(&) TeTgeh wfafse i g+

33. “&” PR T AWI-TE & FIT-T1 9a7 SR qaT AT 2
(37) Tt et

(&) ST 98T

(&) F9R T I&T

(&) =TT=r T T8y

34. Tt sofFaera @1 & $f3e Av yg gutar g v =ufaa
&
(31) &sTaR

(&) TR

(@) grfey

(&) e

35. el @ & 3 3R F e gar & For AT T HA
fAhTee Y afhar Fgardt §:

(37) IifEEaT

(&) SToTeT oI@eT

() HJele Tl

(er) TaT frhTer=tr

36. HiT-H gras e ARea wora o wsh aRwafat,
eI 31T gEit # ey ufr R 82

(37) gfeT

(<) TRY&TOT HJoled

() orET-aEr

(&) =Tehe; TEAIH

37. gfe foreft ATeTH @1 7 3f9e vaT 3TS Sz yar @
318 g Sme, at g gem:

(37 g1fer

(&) SITeT

(H) SeTarRY

(&) aREafe

38. ‘¥ faaw qFa®” HT Fel AT FHI-FAT W U
ﬁ*TﬂT\'ﬂFIT%:

(37) 5T W o hisT T&T ]

(@) FITTATH ST ITR

CGIEEIRCIGE BTt AR

(&) SIeIGR Wl & hisc T8 I}

39. FaTHY G@RT SATFA ITANT ¢ FrT 17 AT 1 hfde
ﬁ*TﬂT\'ﬂFIT%:

(3) i @l

(&) 3TEIOT @I

(&) forshr @rar

SEZECIGH

40. 9o ge #r wfafse 7 enfaer gem:

(37) ge @ A sfge

() AR @I H shisT

(&) 9o BE WId #H shise

(&) sTehe, @I A 3fae

41. IETOT it AR Fora ST ¢ foer At @2

(37) aFRT &

(@) Seiw fic &

() orET-Sgr @it &

(&) heTel TETTh Tl &

42. TRETOT HeloT AR FI T HET 35327 &:

(37) Q& AT T TTeiRoT &t

(o) SIET-SET T HehaTTOTCATT eIl &l Sire el

(@) sgaary i i Tafa &1 gar e

(&) T AA-SoT Y Gof T
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43. Which of the following balances is typically
shown on the Debit column of a Trial Balance?
(a) Outstanding Expenses

(b) Sales

(c) Bank Overdraft

(d) Prepaid Expenses

44. Which of the following errors is NOT revealed by
a Trial Balance?

(a) Compensating Error

(b) Error of Posting (Wrong amount)

(c) Error of Casting (Totaling error in a subsidiary book)
(d) Error of Omission (Omission of one side of a
transaction)

45. If the Trial Balance totals do not match, the
difference is temporarily transferred to the:

(a) Profit and Loss Account

(b) Capital Account

(c) Suspense Account

(d) Error Account

46. An asset account always has a:
(a) Credit Balance

(b) Debit Balance

(c) No Balance

(d) Can be either Debit or Credit

47. Closing Stock is generally shown in the Trial
Balance only if:

(a) Itis valued at market price.

(b) It is valued using LIFO.

(c) It has been adjusted through the Cost of Goods
Sold.

(d) It is very small in amount.

48. A liability account always has a:
(a) Credit Balance

(b) Debit Balance

(c) No Balance

(d) Can be either Debit or Credit

49. An item of revenue is placed on the Credit side of
the Trial Balance because it increases:

(a) Assets

(b) Liabilities

(c) Capital

(d) Cash

50. Wages paid for the installation of new machinery
should be debited to:

(a) Wages Account

(b) Repairs and Maintenance Account

(c) Machinery Account

(d) Installation Expenses Account

51. The maximum amount of capital a company is
authorized to raise is its:

(a) Issued Capital

(b) Subscribed Capital

(c) Authorised Capital (Nominal Capital)

(d) Paid-up Capital

52. The portion of the share capital that can be called
up only at the time of the company's winding up is
called:

(a) Called-up Capital

(b) Reserve Capital

(c) Capital Reserve

(d) Uncalled Capital

53. Shares that carry a preferential right to dividend
and repayment of capital are:

(a) Equity Shares

(b) Debentures

(c) Preference Shares

(d) Bonus Shares

54. The process of cancelling shares due to the non-
payment of call money is called:

(a) Surrender of Shares

(b) Transfer of Shares

(c) Forfeiture of Shares

(d) Reissue of Shares

55. Securities Premium Reserve can be used for:
(a) Distributing dividend to shareholders

(b) Writing off preliminary expenses

(c) Distributing profit to directors

(d) Purchase of fixed assets

56. When a company issues shares at a price higher
than their face value, the difference is credited to:
(a) Capital Account

(b) Share Allotment Account

(c) Securities Premium Reserve Account

(d) General Reserve Account
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57. The liability of a shareholder in a limited
company is limited to the:

(a) Unpaid amount on the shares held by him
(b) Total assets of the company

(c) Paid-up value of the shares held by him
(d) Market value of the shares

58. Oversubscription of shares means that the
number of shares applied for is:

(a) Less than the shares offered for subscription
(b) Equal to the shares offered for subscription
(c) More than the shares offered for subscription
(d) Only fully subscribed

59. The minimum amount payable on application for
shares, as per law, should not be less than:

(a) 5% of the nominal value

(b) 10% of the nominal value

(c) 25% of the issue price

(d) The full face value

60. Profit on the reissue of forfeited shares is
transferred to:

(a) General Reserve Account

(b) Revaluation Reserve Account

(c) Capital Reserve Account

(d) Share Forfeited Account

61. What does 'Calls in Arrears' represent?

(a) Amount due on application

(b) Amount called up but not yet paid by shareholders
(c) Amount paid by shareholders in excess of the call
amount

(d) Total authorized capital

62. If shares are reissued at a discount, the discount
allowed cannot exceed the amount originally
received on the:

(a) Called-up capital

(b) Face value

(c) Forfeited shares

(d) Issued price

63. The capital shown in the Balance Sheet under the
head 'Share Capital' is usually the:

(a) Authorised Capital

(b) Issued Capital

(c) Subscribed and Paid-up Capital

(d) Reserve Capital

64. Shares issued to promoters for their services are
generally credited to:

(a) Preliminary Expenses Account

(b) Goodwill Account

(c) Promoters Account

(d) Share Capital Account

65. A shareholder who has been allotted shares on a
pro-rata basis and has paid excess application money,
the excess is generally adjusted against:

(a) Call-in-Arrears

(b) Calls-in-Advance

(c) Allotment money due

(d) Refunded immediately

66. The Gross Profit Ratio is a:
(a) Solvency Ratio

(b) Liquidity Ratio

(c) Activity Ratio

(d) Profitability Ratio

67. Which ratio is a measure of a company's financial
leverage?

(a) Gross Profit Ratio

(b) Net Profit Ratio

(c) Debt to Equity Ratio

(d) Inventory Turnover Ratio

68. The formula for Gross Profit Ratio is:
(a) (Net Profit / Net Sales) x 100

(b) (Gross Profit / Net Sales) x 100

(c) (Gross Profit / Cost of Goods Sold) x 100
(d) (Operating Profit / Net Sales) x 100

69. If Net Sales are $500,000 and Gross Profit is
$100,000, the Gross Profit Ratio is:

(a) 10%

(b) 20%

(c) 25%

(d) 50%

70. A higher Gross Profit Ratio indicates:

(a) Better operational efficiency in controlling Cost of
Goods Sold.

(b) Higher debt burden.

(c) Poor liquidity.

(d) Lower earning per share.
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71. The formula for Debt to Equity Ratio is:

(a) Total Assets / Shareholders' Funds

(b) Current Liabilities / Shareholders' Funds

(c) Total Debt (Long-term) / Shareholders' Funds
(d) Total Debt / Total Assets

72. What does a Debt to Equity Ratio of 2:1 suggest?
(a) Debt is half of Equity.

(b) Debt is double the Equity.

(c) Debt and Equity are equal.

(d) The company has no debt.

73. The Net Profit Ratio is calculated as:
(a) (Net Profit after Tax / Net Sales) x 100
(b) (Gross Profit / Net Sales) x 100

(c) (Net Profit before Tax / Net Sales) x 100
(d) (Operating Profit / Net Sales) x 100

74. An increase in the Net Profit Ratio over a period
suggests:

(a) The company is relying more on debt.

(b) The company's overall operational efficiency has
improved.

(c) The company's sales have decreased.

(d) The company's investment in fixed assets has
increased.

75. The ideal Debt to Equity Ratio is generally
considered to be:

(a) 1:1

(b) 2:1

(c)0.5:1

(d)4:1

76. Under the FIFO method of inventory valuation, it
is assumed that:

(a) The last goods purchased are the first ones sold.
(b) The first goods purchased are the first ones sold.
(c) Goods are sold randomly regardless of their
purchase date.

(d) Cost of goods sold is an average of all purchases.

77. Under the LIFO method of inventory valuation,
the Cost of Goods Sold consists of costs associated
with the:

(a) Earliest units purchased

(b) Latest units purchased

(c) Average cost of all units
(d) Lowest cost of all units

78. If an entity adopts the LIFO method, the value of
the Closing Inventory shown on the Balance Sheet
tends to be based on:

(a) Current purchase prices

(b) Oldest purchase prices

(c) Current selling prices

(d) Average market prices

79. Which inventory valuation method is most likely
to match the current cost of inventory with current
revenue?

(a) FIFO

(b) LIFO

(c) Simple Average

(d) Specific Identification

80. The closing stock valued under LIFO is often
criticized for showing outdated costs on the:
(a) Income Statement

(b) Statement of Cash Flows

(c) Balance Sheet

(d) Trial Balance

81. Which method is prohibited for use under
International Financial Reporting Standards (IFRS)
but allowed under US GAAP?

(a) FIFO

(b) LIFO

(c) Specific Identification

(d) Weighted Average

82. A Cash Flow Statement is prepared according to
which Accounting Standard (in India)?

(a)AS 1

(b) AS 3 (Revised)

(c)AS9

(d) AS 10

83. The three main activities classified in a Cash Flow
Statement are:

(a) Revenue, Expense, and Profit

(b) Operating, Investing, and Financing

(c) Short-term, Medium-term, and Long-term

(d) Buying, Selling, and Manufacturing
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84. Which of the following is classified as a cash flow
from Operating Activities (for a non-finance
company)?

(a) Purchase of Land

(b) Issue of Debentures

(c) Cash Sale of Goods

(d) Payment of Dividend

85. Purchase of Machinery is classified under:
(a) Operating Activities

(b) Investing Activities

(c) Financing Activities

(d) Non-cash Activities

86. Cash proceeds from the issue of equity shares are
classified under:

(a) Operating Activities

(b) Investing Activities

(c) Financing Activities

(d) None of the above

87. Which of the following is a non-cash item that is
added back to Net Profit in the Indirect Method of
calculating Cash Flow from Operating Activities?

(a) Increase in Accounts Receivable

(b) Loss on Sale of Fixed Asset

(c) Payment of Interest on Loan

(d) Refund of Tax

88. For a finance company, the interest and dividends
received on investments are classified as:

(a) Investing Activities

(b) Operating Activities

(c) Financing Activities

(d) Separate Disclosure

89. In the Indirect Method, an increase in a Current
Asset (like Debtors) is:

(a) Added to Net Profit

(b) Subtracted from Net Profit

(c) Ignored

(d) Treated as an Investing Activity

90. In the Indirect Method, a decrease in a Current
Liability (like Creditors) is:

(a) Added to Net Profit

(b) Subtracted from Net Profit

(c) Treated as an Investing Activity
(d) Treated as a Financing Activity

91. Payment of interest on a bank loan is generally
classified as:

(a) Operating Activity

(b) Investing Activity

(c) Financing Activity

(d) Non-cash transaction

92. The Direct Method and the Indirect Method of
preparing the Cash Flow Statement differ in the
presentation of:

(a) Cash Flow from Financing Activities

(b) Cash Flow from Investing Activities

(c) Cash Flow from Operating Activities

(d) Total Net Increase/Decrease in Cash

93. The term 'Cash Equivalents' includes:

(a) Stock/Inventory

(b) Long-term Investments

(c) Treasury Bills and Commercial Paper (short-term,
highly liquid investments)

(d) Debentures

94. Which of the following is NOT a purpose of the
Cash Flow Statement?

(a) To assess a company's ability to generate future
cash flows.

(b) To show the effect of cash and non-cash
transactions.

(c) To determine a company's liquidity and solvency.
(d) To identify the utilization of cash during the period.

95. Repayment of a long-term loan is an outflow
under:

(a) Operating Activities

(b) Investing Activities

(c) Financing Activities

(d) Cash Equivalents

96. If the Balance of Cash and Cash Equivalents at the
end of the period is less than the balance at the
beginning, it represents a:

(a) Net Cash Inflow

(b) Net Cash Outflow

(c) Positive Closing Balance

(d) Non-cash Transaction
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97. The Revenue Recognition Principle dictates that
revenue is generally recognized when:

(a) Cash is received from the customer.

(b) The order is placed by the customer.

(c) The performance obligation is satisfied (goods are
delivered or services are rendered).

(d) The profit margin is calculated.

98. Applying the same method of depreciation (e.g.,
Straight-Line) year after year is mandated by the:

(a) Money Measurement Concept

(b) Materiality Principle

(c) Going Concern Assumption

(d) Consistency Principle

99. Recording the market value of assets when it is
lower than the historical cost, but ignoring it when it
is higher, is an application of the:

(a) Full Disclosure Principle

(b) Dual Aspect Concept

(c) Conservatism (Prudence) Principle

(d) Accrual Concept

100. Which concept ensures that a clear distinction is
maintained between the personal financial affairs of
the owner and the business itself?

(a) Going Concern Concept

(b) Accrual Concept

(c) Business Entity Concept

(d) Matching Principle
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