CPT Practice Test   -  CONTINGENT ASSETS, LIABILITIES/ CAPITAL & REVENUE / RECTIFICATION
Name: ___________________________________

1. `2500 spent on the overhauling on purchase of second hand machinery
a. capital expenditure	
b. revenue expenditure
c. deferred revenue expenditure	
d. none

2. Which of the following is revenue expenditure?
a. freight paid on purchase of plant & machinery
b. legal expenses paid to acquire a property
c. annual white wash of factory building
d. expenses incurred to reduce working capital requirement

3. Loss caused by theft of cash by cashier after business hours is a 
a. revenue loss		b. deferred revenue loss
c. capital loss		d. none of these

4. Share premium is a 
a. capital receipt		b. revenue receipt
c. deferred revenue receipt	d. none

5.  Assertion: damages paid on account of breach of contract to supply certain goods is a capital expenditure.
Reasoning : such damages are incurred in the ordinary course of business:

a. Both the statements are correct and second is a correct explaination of first.
b. both nthe statements are correct but second is not a correct explaination of first
c. first statement is correct  but secoind is not
d. first statement is not correct but second is correct

6. capital receipts are represented in :
a. balance sheet		b. trading a/c
c. manufacturing a/c		d. p& l a/c

7.  capital expenditure proovide _____________ benefit :
a. short period			b. long period	
c. very short period		d. none

8. an amount of `30000 spent on travelling expenses of the company’s directors to a foreign trip for purchase of an assetto be used in the production process. This is a:
a. capital expenditure	b. revenue expenditure	
c. deferred revenue expenditure	d. none

9. recovery of bad debt is a :
a. capital receipt		b. revenue receipt
c. capital expenditure		d. none
10. amount spent on unsuccessful patent right is a 
a. revenue expenditure 
( even though the amount is large)
b. deferred revenue expenditure 
(if the amounty is large)
c. capital expenditure
d. none of these

11. amount spent on increasing the seating capacity of cinema hall is :
a. capital expenditure			
b. revenue expenditure	
c. deferred revenue expenditure	
d. none

12. preliminary expenses are an example of :
a. capital expenditure	
b. revenue expenditure	
c. deferred revenue expenditure	
d. all of these

13. brokerage on issue of shares & debentures is a ___________ expenditure
a. deferred revenue		b. capital
c. partly capital partly revenue	d. revenue 	

14.what is the difference between deferred revenue expenditure & prepeaid  expenses ?          
a. accounting treatement
b. estimation of amount
c. benefit for more than one accounting period
d. naturre of expenditure

15. machinery was purchased for `10000 and `5000 paid as wages for errection of machinery? The acccount that should be debited is :
a. wages a/c		b. machinery a/c
c. rrepairs a/c		d. none

16. an old  machinery  is purchased for ` 10000. Installation charges of `1000 were incurred. Repairs to the old machineery = Rs. 7000. Repairs a/c will be debited by:
a. `7000	b. `8000	c. nil	d. none 

17. X ltd. Spent `1000000 towards construction of office building. It also spent ` towards construction of temporary store & used the store for building construction purpose. On completion of building construction the store was dismanteled and the materials were sold for `20000. Mr. A, a supervisor was paid `60000as his salary during the construction period and devoted 2/3 of his time for the building construction. The capitalised cost of office building was:
a. `1000000		b.`1110000
c. `1090000		d. `1070000

 18. a truck was purchased and after sometime, the name of the company was printed on it for advertisement purposefor `1000. This is :
a. deferred revenue		b. capital
c. revenue 			d. none

19. medium term loan obtained from bank for augmenting working capital is :
a. revenue expenditure	         b. capital expenditure
c. revenue receipt	         d. capital receipt

20. if repairs of `100 are done on machinery, which a/c will be debited?
a. machinery a/c		b. repairs a/c
c. capital a/c			d. wages a/c

21. heavy advedrtisement expenses should be treated as :
a. capital expenditure	b. revenue expenditure	
c. deferred revenue expenditure	d. none

22. Workmen compensation under dispute is an example of :
a. current liability	b. contingent liability
c. contingent assets	d. fixed assets

23. bill discounted with bank is ____________
a. current liability	b. contingent liability
c. contingent assets	d. fixed assets

24. present liability of uncertain amount, which can be measured reliably by using a substantial degree of estimation, is termed as  :
a. Provision		b. liability
c. contingent liability 	d. none of the above

25. contingent asset is not recognised in the financial statements on the basis of _______ Accounting concept:
a.Prudence 			b. materiality 
c. substance over form		d. going concern

26. contingent assets usually arise from unplanned or other unexpected events:
a. true	     b. false	     c. partly true	      d. none

27. which of the following is not a contingent liability?
a. uncalled liability on partly paid shares
b. claims against the company not acknowledged as debts
c. arrears of cumulative fixed dividends
d. debts included in debtors which are doubtful in nature.

28. contingent liabilities are shown as :
a. current liability		b. capital fund
c. footnotes to balance sheet	d. reserves
29. which of the following is not a contingent liability?
a. claims against the firm not acknowledged as debts
b. guarantees given in respect of third parties
c. amount due to creditors which is not disputed
d. bills discounted from bank

30. income tax demand, disputed by a company is:
a. contingent liability		b. current liability
c. long term liability		d. none of these

31. the goods sold for `900 but the amount was entered in the sales account as `1080. On rectification, suspense a/c will be :
a. debited by `180	b. credited by `180
c. debited by `1080	d. credited by `180

32. `25000 received from Aditi, is credited in the account of Prerana. It is an error of :
a. principle		b. commission
c. omission 		d. compensatory

33. wages paid for the errection of machine is debited to wages a/c is an example of :
a. error of principle	b. clerical error
c. error of omission	d. error of commission

34. suspense a/c is a:
a. nominal a/c		b. real a/c
c. personal a/c		d. any of the above

35. sales of `1540 to Mr. X was posted to his account as `1450. To rectify the error, `90 will be______ to X’s a/c:
a. debited			b. credited	
c. either (a) or (b)		d. none

36. An amount of `6000 due from Anshul, which had been written off as bad debts in a previous year, was unexpectedly recovered and had been posted to his a/c. the rectification entry is :
a.Anshul A/c Dr………6000
	To Suspense A/c…………6000
b. Suspense A/c Dr…………6000
	To Bad debts recovered a/c………..6000
c. no entry will be made
d. Anshul A/c Dr………6000
	To Bad debts recovered A/c…………6000

37. A cheque for `500 received from Y & Co. was dishonoured and debited to Discount Account. Due to rectification of this error, net profit will:
a. decrease by `1000
b. increase by `500
c. increase by `1000
d. no change
38. Sales to Mr.Z of `3000 on credit was recorded twice in the sales book. The rectification entry is:
a. Mr.Z will be credited		
b. Mr.Z will be debited
c. sales a/c will be credited
d. none

39. a cheque of `1000 received from Ramesh was dishonoured and had been posted to debit of sales return a/c. Rectifying journal entry will be :
a. Sales Return a/c Dr….1000
	To Ramesh……………1000
b. Ramesh Dr….1000
	To Sales Return a/c ……………1000
c. sales return a/c Dr………….1000 
	To suspense a/c………1000
d. none of these        

40. the beginning stock of the current year is overstated by `500 and closing stock is overstated by `1200. Effect on profit :
a. `1700 overstated	b. `1200 understated
c. `1700 understated	d. `700 overstated

41. rectification in next financial year is done through:
a. profit & loss a/c
b. profit & loss appropriation a/c
3. profit & loss adjustment a/c
d. none of these

42. a machine was purchased for `3000 which was wrongly recorded in purchase a/c. Due to this error:
a. Trial balance will show difference of `3000
b. Trial balance will not show difference of `3000
c. both (a)&(B)		d. none

43. error of commission do not allow:
a. correct totalling of balancesheet
b. trial balance to agree
c. both of these		d. none of these

44. when total od trial balance is not reconciled, the account opened at this stage is:
a. trading a/c			b. suspense a/c
c. profit & loss a/c		d. none of these     

45. which type of error occurs when credit sales is wrongly recorded to purchase day book?
a. error of omission	b. error of commission
c. compensatory error	d. error of principle

46. A purchase of computer was debited to office expenditure a/c . this is an error of :
a. error of omission	b. error of commission
c. compensatory error	d. error of principle
47. sale of old furniture is wrongly transferred to sales a/c. which type of error is this?
a. error of omission	b. error of commission
c. compensatory error	d. error of principle

48. error relating to fundamental aspect of accounting is known as :
a. error of principle	b. error of commission
c. compensatory error	d. error of omission

49. an amount of `8765 paid to M was debited to N’s a/c. the rectification of error will:
a. increase the net profit
b. decrease the net profit
c. increase the assets
d. have no effect on the net profit

50. goods purchased of `100 from N was not recorded at all. What will be its effect on the trial balance?
a. will tally		b. will not tally
c. will have no effect	d. none of these

51. Rs. 200 paid as wages for erecting a machine should be debited to
a. Repair account	b. Machine account
c. Capital account	d. Furniture account

52. All the expenditures and receipts of revenue nature go to
a. Trading account	b. Profit and loss account.
c. Balance sheet.	d. Either to (a) or (b)

53. Depreciation of fixed assets is an example of ____________expenditure.
a. Revenue		b. Deferred revenue
c. Capital		d. None of the above.

54.  All expense and_________accounts appearing in the trial balance are transferred to the trading and p&l a/c .
a. Loss			b. Revenue
c. Asset			d. Liability

55. Rs.5,000 was spent by Mrs. Saroj for addition to machinery in order to increase the production capacity. The amount is:
a. Revenue in nature	
b. Deferred revenue in nature
c. Capital in nature		
d. Liability in nature

56. Rs. 5,000 incurred for upgradation of computer by installation of 1 GB RAM is
a. Capital expenditure.				
b. Deferred revenue expenditure
c. Revenue expenditure			
d. None of the above
57. Rs. 5,000 spent on maintenance of plant and machinery is______
a. Capital expenditure
b. Revenue expenditure
c. Deferred capital expenditur
d. None of the three

58. Money paid to BSNL Rs. 10,000 for installing telephone in office is
a. Expense		b. Liability
c. Asset			d. Revenue

59. Rs.50000 was spent by Jalgaon Builders for setting up huts to store material of its new construction site, which were demolished after construction. The amount is:
a. Revenue in nature
b. Deferred revenue in nature
c. Capital in nature
d. Liability in nature

60. Rs. 2,500 spent on the overhaul of machines purchased second-hand is
a. capital expenditure	
b. revenue expenditure
c. deferred revenue expenditure		 
d. None of the above
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