SECTION A: FUNDAMENTALS OF ACCOUNTING

Q1. The book of original entries is also known as:
a) Journal						c) Invoice Book
b) Bill Book						d) Ledger

Q2. . _______________ Principle requires the same accounting method should be used from one accounting period to the next.
a) Conservatism					c) Consistency
b) Business Entity					d) Money Measurement

Q3. Which of the following errors are not revealed by the Trial Balance:
a) Compensating Errors				c) Error of Omission
b) Error of Commission				d) None of these

Q4. “Advance received from customers is not taken as sale” is based on:
a) Money measurement concept		c) Accrual concept
b) Consistency concept 				d) Conservatism

Q5. Purchases for cash 
a) Increase Liability				c) Decrease Assets
b) No change in Total Assets 			d) Decrease Liabilities

Q6. Accounting Standards in India are issued by:
a) Central Government		c) Institute of Chartered Accountants of India
b) State Government 		d) Reserve Bank of India

Q7. When fixed assets are sold:
a) Total Liabilities will decrease		c) No change in total Assets
b) Total Assets will decrease 			d) Total Assets will increase

Q8. The Accounting Standards are mandatory for:
a) Charitable organizations			c) Sole-proprietorship 
b) Partnership concerns				d) Companies

Q9. Accounting policies:
a) Are laid down by law				c) are same for all concerns
b) Change from concern to concern		d) are prescribed by AS-1



Q10. Financial position of the business is ascertained on the basis of:
a) Profit and Loss A/c				c) Balance Sheet
b) Trial Balance					d) None of the above

Q11. According to the money measurement concept, currency transactions and events are recorded in the books of accounts in the:
a) Ruling currency of the country in which transaction takes place
b) Ruling currency of the country in which books of accounts are prepared
c) Currency set by Ministry of Finance
d) Currency set by Government

Q12. Double entry in the Cash book is completed when:
a) Deposited cash into bank			c) Discount allowed
b) Salaries are paid by cheque			d) None of the above

Q13. Salary paid to Arpit, an employee of the firm will be debited to:
a) Arpit A/c						c) Cash A/c
b) Salary A/c						d) None

Q14. Rs.1,500 being LIC premium of the proprietor paid by the firm will be debited to:
a) Income tax A/c					c) Profit and Loss A/c
b) Drawings A/c					d) Purchases A/c

Q15. Contra entries are passed only when ___________ cash book is prepared :
a) Single column					c) Three-column
b) Double column					d) None of the above

Q16. . Real accounts relate to assets of the firm and not
a) Debt							c) Receivables
b) Machinery						d) None of the above

Q17. A second hand motor car was purchased on credit from B for Rs.10, 000.
    a) Journal Proper					c) Sales Book
    b) Cash Book						d) Purchase Book

Q18. In accounting, the transactions are recorded in terms of:
    a) Monetary units 					c) Production units 
    b) Commodity units 				d) All of the above

Q19. The household expenses of the Proprietor of Rs.10,000 shown as business expenses, the profit of the business will be:
     a) Overstated by Rs.10, 000 			c) Understated by Rs.10, 000 
     b) Will not change 					d) None of these

Q20. The principle which treats all rupees alike whether it is a rupee of 1975 or 2005:
     a) Money measurement concept 		c) Going Concern 
     b) Entity Concept 					d) Materiality

Q21. Current assets means:
a) Only cash in hand and bank
b) All assets other than sundry debtors and stock in trade
c) Which are converted into cash or near cash or consumed within a short period of not more than 12 months
d) All assets which are less than Rs.50,000 

Q22. Management accounting:
a) Is an analysis of the past business activities
b) Is accounting for future
c) Is a recording technique of the management related transactions
d) Is a clerical work

Q23. Small payments are recorded in a book called:
a) Purchase book				c) Petty Cash book
b) Cash book					d) Small Payments book

Q24. The total of the sales return book is posted periodically to the debit of:
a) Sales return account			c) Cash book 
b) Journal proper				d) None of the above

Q25. Bad debts entry is passed in:
a) Sales book					c) Journal Book
b) Cash book					d) None of the above


Q26. Current assets do not include:
a) Cash							c) Stock
b) Debtors						d) Furniture and Fittings

Q27. Choose the odd one out:
a) Rent A/c						c) Wages A/c
b) Salaries A/c 					d) Rent outstanding A/c

Q28. Commission received in advance is:
a) Personal A/c					c) Nominal A/c
b) Real A/c						d) None of the above

Q29. Debit signifies:
a) Decrease in Liability A/c			c) Decrease in Capital A/c	
b) Increase in Assets A/c				d) All of the above

Q30. Goods worth Rs.1,000 taken by proprietor for personal use should be credited to:
a) Expenses A/c					c) Purchases A/c
b) Drawing A/c					d) Sales A/c

Q31. Narration is given along with journal entry:
a) To signify the impact of entry on profitability 
b) To give a precise explanation for proper understanding of the entry
c) To secretly understanding the inner meaning of entries
d) To disclose profit or loss of the transaction

Q32. Trial Balance is a:
a) Ledger						c) Statement
b) Summary						d) Account

Q33. The Trial Balance of M/s Ram & Co. shows closing stock of Rs. 30,000. It will be recorded in:
a) Trading A/c					c) Profit & Loss A/c
b) Balance Sheet  					d) Both a) and b)

Q34. Trial Balance is prepared on:
a) For the period ending				c) End of the year
b) A particular date 				d) Both a) and b)
Q35. Difference of totals of both debit and credit side of Trial Balance is transferred to:
a) Miscellaneous A/c				c) Trading A/c
b) Trading A/c					d) Suspense A/c

Q36. Which of the following is not a process in the preparation of a Trial Balance?
a) Interpretation					c) Classifying
b) Summarizing					d) Recording

Q37. _____________ Concept is the basic idea that the business is separate from owner.
a) Dual Aspect					c) Realisation
b) Entity						d) Materialism

Q38. ____________ refer to the general agreement on the usages and practices in social or economic life
a) Accounting Policies				c) Accounting Principles
b) Accounting Conventions  			d) Accounting Assumptions

Q39. Outstanding expenses are included in Profit & Loss A/c at the year end according to which concept?
a) Full Disclosure					c) Matching 
b) Going Concern					d) Accrual

Q40. What is the effect on the Net Assets if cash is received from debtors of Rs.50,000?
a) Increase						c) Decrease
b) No change						d) None of these

Q41. Estimated selling price-Estimated cost of sales = ?
a) Cost of goods sold				c) Net realizable value
b) Cost of production				d) None

Q42. The obligations of an enterprise other than owner’s fund are known as:
a) Assets						c) Liabilities
b) Capital 						d) None of these


Q43. Sales book records:
a) Only credit sales of trading goods
b) Cash sales of trading goods
c) Sales of all types including capital goods
d) All of the above

Q44. Cash discount allowed by the seller is accounted for as:
a) Purchase A/c Dr.				c) Discount A/c Cr.
b) Cash Book Dr.					d) Drawing A/c Cr.

Q45. Purchase of Fixed Assets on credit basis is recorded in:
a) Cash book						c) Journal Proper
b) Journal						d) Purchase book

Q46. A note sent by buyer on return of goods is:
a) Debit note						c) Return note
b) Credit note					d) None of the above

Q47. Expenses A/c will always have:
a) Debit balance					c) Debit or credit balance
b) Credit balance					d) None 

Q48. The credit balance of a personal account shows:
a) The amount payable				c) Amount receivable
b) Income						d) Cash in hand

Q49. If two or more transactions of the same nature are journalised together having either the debit or credit account common then that journal entry is:
a) Compound journal entry			c) Posting			
b) Separate journal entry			d) None of the above

Q50. Following is not an example of external users:
a) Government					c) Creditors
b) Management					d) Investors





SECTION B: MERCANTILE LAWS

Q1. Coercion involves:
a) Physical force or threat			c) Both a) and b)
b) Mental Pressure					d) None of the above

Q2. The law of contract in India is contained in:
a) Indian Contract Act,1872			c) Indian Contract Act,1962
b) Indian Contract Act,1972			d) Indian Contract Act,1867

Q3. An agreement enforceable by law is:
a) Contract						c) Promise
b) Obligation						d) Consideration

Q4. A void agreement is one which is:
a) Enforceable at the option of both the parties
b) Enforceable at the option of one party
c) Not enforceable in court of law
d) Valid but not enforceable

Q5. When the consent of a party is not free, the contract is:
a) Valid						c) Voidable
b) Void						d) Illegal

Q6. In case of illegal agreements, the collateral agreements are:
a) Valid						c) Voidable
b) Void						d)  None of these

Q7. Which of the following is not an exception to the rule-No consideration, No Contract?
a) Compensation for involuntary services		c) Gift
b) Contract of agency					d) Love and affection

Q8. A proposal when accepted becomes a:
a) Promise					c) Acceptance
b) Offer						d) Contract



Q9. Consideration must move at the desire of:
a) Promisor					c) Any other person
b) Promisee					d) Any of the these

Q10. Consideration may be:
a) Past 						c) Future
b) Present					d) All of the above

Q11. Which of the following statements is not true about minor’s position in a firm?
a) He can be admitted to the benefits of existing firm
b) He cannot become a partner in an existing firm
c) He can become a partner in an existing firm
d) He can become partner on becoming a major

Q12. A minor’s liability for necessaries’ supplied to him:
a) Arises if minor gives a promise for it
b) Is against only minor’s property
c) Arises after he attains majority age
d) Does not arise at all

Q13. A minor’s agreement is:
a) Unlawful				c) Void-ab-initio
b) Valid					d) Voidable

Q14. Moral pressure is involved in the case of:
a) Undue influence			c) Fraud
b) Coercion				d) Misrepresentation

Q15. A wrong representation when made without any intention to deceive the other party amounts to:
a) Misrepresentation		c) Undue influence
b) Fraud				d) Coercion

Q16. An agreement the object or consideration of which is unlawful, is:
a) Contingent			c) Void
b) Voidable				d) Valid


Q17. Which of the following persons can perform the contract?
a) Promisor alone
b) Legal Representatives of the promisor
c) Agent of the promisor
d) All of these

Q18.A contract dependent on the happening or non-happening of future uncertain event is:
a) Contingent contract				c) Voidable contract
b) Void contract					d) Uncertain contract

Q19. A contingent contract is:
a) Void							c) Voidable
b) Valid							d) Illegal

Q20. A agrees to pay Rs. One lakh to B if he brings on earth a star from sky. This is a contingent contract and:
a) Valid							c) Voidable
b) Void							d) Illegal

Q21. A voidable contract is one which:
a) Can be enforced at the option of aggrieved party
b) Cannot be enforced in the count of law
c) Courts prohibit
d) Can be enforced at the option of both the parties

Q22. A, by a letter dated 25th December, 2011, offers to sell his house to B for Rs.10 lakhs. The letter reaches B on 27th December,2011 who posts his acceptance on 28th December,2011 which reaches A on 30th December,2011. Here the communication of offer is complete on:
a) 28th December					c) 30th December
b) 27th December					d) 25th December

Q23. As a general rule, an agreement made without consideration is:
a) Void							c) Voidable
b) Valid							d) Unlawful


Q24. An agreement made with free consent to which the consideration is lawful but inadequate is:
a) Unlawful						c) Void
b) Valid							d) Voidable

Q25. For the purpose of entering into a contract, a minor is a person who has not completed the age of:
a) 21 years						c) 18 years
b) 16 years						d) 14 years

Q26. A threatens to kill B if he does not agree to sell his scooter to him for Rs.1,000 only. Here B’s consent is obtained by:
a) Undue influence					c) Misrepresentation
b) Coercion						d) Fraud

Q27. Where the consent of both the parties is given by mistake, the contract is:
a) Illegal						c) Valid
b) Void							d) Voidable

Q28. As per Section 20, the contract is void on account of bilateral mistake of fact. But as per Section 22, if there is mistake of only one party, then the contract is:
a) Valid							c) Void
b) Voidable						d) Unlawful

Q29. An agreement in restraint of marriage, i.e., which prevents a person from marrying, is
a) Voidable						c) Contingent
b) Void							d) Valid

Q30. An agreement to pay money or money’s worth on the happening or non-happening of a specified uncertain event is:
a) Quasi contract					c) Wagering contract
b) Contingent contract				d) Uncertain contract

Q31. Where an agreement consists of two parts, one legal and another illegal, and the legal part is separable from the illegal one, such legal part is:
a) Illegal						c) Void
b) Valid							d) Voidable
Q32. When offer is made to a specific or definite person, it is known as:
a) General offer					c) Special offer
b) Counter offer					d) Cross offer

Q33. Standing offer means:
a) Offer made to a definite person
b) Offer made to the public in general
c) Offer allowed to remain open for acceptance over a period of time
d) When the offeree refers to qualified acceptance of the offer

Q32. Can a person who is usually of unsound, but occasionally of sound mind, make a contract?
a) No, he cannot make a contract
b) Yes, but only when he is of sound mind
c) Can’t be determined
d) Yes, he can always make a contract

Q33. A sells the goodwill of his business to B and agrees with him to refrain from carrying on a similar business within specified local limits. The contract is:
a) Void						c) Voidable
b) Valid						d) Illegal

Q34. Agreement-the meaning of which is uncertain is:
a) Void						c) Voidable
b) Valid						d) Illegal

Q35. A ___________ agreement is one, which is enforceable at the option of one party.
a) Valid						c) Voidable
b) Void						d) Illegal

Q36. ______________ Consideration is no consideration in England.
a) Present					c) Past and Present
b) Past						d) Future

Q37. There can be a stranger to a _____________
a) Offer						c) Contract
b) Consideration				d) Promise

Q38. An agreement is void if it is opposed to public policy. Which of the following is not covered by heads of public policy?
a) Trading with an enemy		c) Trafficking in public offices
b) Marriage brokerage        		d) Contracts to do impossible acts

Q39. Which of the following is false? An acceptance:
a) Must be communicated
b) Must be accepted by a person having authority to accept
c) Must be absolute and unconditional
d)  May be presumed from silence of offeree

Q40. An offer may lapse by:
a) Revocation				c) Rejection of offer by offeree
b) Counter offer				d) All of these

Q41. Consideration in simple term means:
a) Anything in return			c) Something in return
b) Everything in return			d) Nothing in return

Q42. An agreement to share earnings of smuggling business is:
a) Void						c) Contingent
b) Valid 					d) Voidable

Q43. Which of the following persons are not competent to contract?
a) Minors					c) persons disqualified by law
b) Persons of unsound mind		d) All of these

Q44. A contract with the minor, which is beneficial for him, is:
a) Voidable					c) Valid		
b) Void-ab-initio				d) Illegal

Q45. Which of the following acts does not fall under the categories of fraud?
a) Active concealment of facts
b) Intentional false statements of facts
c) Promise made without intention to perform 
d) Innocent false statements



Q46. A mistake as to a law not in force in India has the same effect as:
a) Mistake of Indian law			c) Misrepresentation
b)  Fraud					d) Mistake of fact

Q47. The threat to commit suicide amounts to ______________
a) Coercion					c) Undue influence
b) Misrepresentation			d) Fraud

Q48. A agrees to sell his car to B at a price which B may be able to pay. This agreement is:
a) Valid						c) Voidable
b) Void						d) Contingent

Q49. Cross offer means:
a) Exchanging identical offers by two parties in ignorance
b) Offer made to public in general
c) Offer allowed to remain open for acceptance over a period of time
d) Offer made to a definite person

Q50. Champerty means:
a) An agreement to trade with the enemy owing allegiance to a government at war with India
b) An agreement whereby a person promises to maintain a suit, by monetary or otherwise, in which he has no interest
c) An agreement whereby a person agrees to help another in a litigation in exchange of a share of the result of the litigation
d) An agreement to stifle criminal prosecutions tend to be a perversion or an abuse of justice 

