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1.  Accounting covers only the following activities:
(a) Recording and Classifying 

(b) Recoding , Classifying , Summarising and Analysing 
(c) Summarising , Analysing and Interpreting 

(d) Identifying, Measuring and Communication 

   2.   Book – keeping covers only the following activities :

(a) Recording and Classifying ,

(b) Recording , Classifying , Summarising 

(c) Summarising , Analysing and Interpreting 

                     (d)   Identifying , Measuring and Communication
        3.   Which of the following is not a sub field / Branch of Accounting 

(d) Cost Accounting                                      (b).     Management Accounting 

(c) Social Responsibility Accounting            (d)      Book – keeping
        4.  An economic event that involves transfer of money or money’s worth is –

                                (a)   Financial transaction                   (b)          Barter 

                                (d)   Settlement                                    (d)     Receipt/ Payment 

        5.  All of the following are functions of Accounting except –

  (a)   Decision making                         (b)   Measurement 

                                    (c)  Forecasting                                   (d)    Ledger posting 

        6.   Financial accounting information is characterized by all of the following except –

a. It is historical in nature 
b. It is factual, so it dose not require judgement to prepare.

c. It is results from inexact and appropriate measure.

d. It is enhanced by  management’s explanation.
          7.  Financial Position of the business is ascertained  on the basis 
e. Records prepared under book-keeping process 

f. Trial balance 

g. Accounting report 

h. None of the above    

         8. Fundamental Accounting Assumptions as per AS -1 are- 

(a) Going concern, Consistency , Conservatism

(b) Going concern, Consistency , Accrual 

(c) Going concern , Money Measurement , Conservatism 

(d) Going concern, Accounting Period, Accrual  
 9.  The assets are classified as current assets and fixed assets in accordance with –

(a) Accounting period Assumption
(b) Matching Principle

(c) Consistency
(d) Going concern Principal 

    10. The accounting data should be definite, verifiable and free from the personal bias in accordance

           With  -                                                                                                                 
(a) Full Disclosure Principle                                                      (b). Consistency Principal

(c)Accounting Period Assumption                                               (d)  .  Objectivity Principal
11. Materiality Principal is an exception to the –

(a) Consistency Principal                                                     (b). Accounting Period Assumption 

(c)   Prudence Principle                                                          (d) .  Full Disclosure Principal 

12. Accrual means- 

(a) recognition of revenue as it is earned and of costs as they are paid 
(b) recognition of revenues as it is received and of costs as they are incurred 

(c) recognition of revenue and costs on payment basis

(d) recognition of revenue as it is earned and of they are incurred .             
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13. Prudence principal is as exception to the –

(a) Matching Principal                                                 (b). Going concern Assumption 

(b) Conservatism                                                          (d)   Consistency 
14. The assets and incomes are not overstated and the liabilities and losses are not                            

Understated in accordance with –

(a) Cost concept                                                                     (b). Going concern Assumption 

(b)  Conservatism                                                                    (d)  .   Consistency 

15. Prudence is a concept a concept recognize-

(a) all losses and not profits 

(b) unrealized profits and not losses 

(c) realized losses and losses and not profits 

(d) None of the above

    16.    Accounting of a small calculator as an expense and not as an  asset is in                           

             Accordance with –

(a) Full disclosure principle                                                        (b).  Objective principal 

(b) Accounting period assumption                                               (d)        None of the above 

17.   X  Ltd. Purchased a machine for Rs 1, 00 000 on 1st Jan. The market price of the                                                                                       machine was Rs `1, 20,000 on 31st Dec The accountant of X Ltd. Value machine for 
Rs 1, 20,000 while finalizing the accounts. He has violated the –

(a) Realisation principle                                     (b).   Prudence principal 

(b) Consistency prince                                        (d).   None of the above 

18.    X purchased merchandise worth Rs. 1,00,000 and sold 60% for Rs 90,000 and   

40% of the remaining sold for Rs 60,000 met operating expenses of Rs 10,000 .He counted operating profit as Rs 40,000 He. has violated . 

  (a)   Cost concept                                             (b) Consistency principle 

                (c)  Prudence principal                                      (d)    none of the above 
 19.   Mr Y followed WDV Method and SLM Method of Depreciation during 2006
             And-
2007 respectively. He has violated –

     (a) Conservatism Prince                                                            (b) Materiality Principal 

      (c) Cost Principal                                                                        (d) Consistency Principal 

      20.   Mr X has a closing stock costing Rs 10,000 but its Market Value is Rs 9,000 He    

               Shows this stock at Rs 10,000 in the financial statements. He has violated 

(a) Conservatism                                                                         (b)  Materiality Principal 

 (c) Cost principal                                                                          (d)    Consistency Principal 

  21.   Mr X has a Sundry Debtors of Rs 1, 00,000 creating a provision for discount @ 

           5% on sundry debtors is in accordance with –

(a) Conservatism Principal                                           (b)   Materiality Principal 
(c)    Cost Principal                                                         (d)    Consistency Principal
        22. All the following the items are classified as fundamental assumptions except –

                (a) Consistency                                                  (b) Business entity

                 (c) Going concern                                             (d) Accrual

       23. The concept of conservatism when applied to the balance sheet result in

                 (a) Understatement of assets 

                 (b) Overstatement of assets

                 (c) Overstatement of capital 

                 (d) Understatement of capital
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24.  Accounting Standard in India are issued by - 
     (a) The Central Govt.
     (b) The State Govt.

     (c) The Institute Chartered Accountants of India

     (d) The Reserve Bank of India

       25.  Accounting Standard in India are issued by –

                  (a) The Board of Studies – ICAI

                  (b) The Accounting Standards Board –ICAI

                  (c) The Expert Advisory Committee – ICAI

                  (d) The International Accounting Standards Committee (IASC)

       26.  How many Accounting Standard have been issued so far by ICAI 

                  (a) 26                                                  (b) 27

                  (c) 28                                                  (d) 29        
       27. The major considerations governing the selection and application of accounting 

               Policies are –

(a) Prudence, Consistency and Materiality 

(b) Prudence, Going Concern and Materiality 

(c) Accrual, Substance over from and materiality 

(d) Prudence, Substance over from and materiality     

      28.  Which accounting principal is followed in adopting accounting policy of treating   
 the cost of calculators as an expense :
       (a) Prudence                                     (b) substance over from 

       (c) Materiality                                  (d) All of these 

      29.  Which accounting principal is followed in adopting accounting policy of using   

          WDV method of Depreciation year after year:
                 (a) Prudence                                   (b) Materiality 

                 (c) Consistency                              (d) All of these 
 30.  If the change in accounting policy has a material effect in current period and the 
        effect of change is ascertainable in part –

(a) the amount of change should be disclosed 

(b) the fact of change should be disclosed

(c) the fact of change should not be disclosed

(d) none of the

31. Two primary characteristics of financial statements are-
                     (a) Understandability                                    (b) Relevance and reliability 

                     (c) Relevance and understandability             (d) Materiality reliability  

ANSWERS:-

  1. (d)     2 .(a)    3. (d)     4. (a)      5. (d)        6. (b)       7. (c)      8.(b)     9. (d)  10. (d)                                           11.(d)     12. (d)   13. (d)     14. (d)    15.  (d)      16. (d)    17. (d)    18. (d)    19. (d)  20.(a).
21. (B)    22.(a)    23. (c)     24. (b)     25. (d)        26. (d)    27. (d)     28.(c)     29. (c)  30. (b)31. (b)
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