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1.   Which of the following voucher is used to record transactions that do not affect bank & 

cash? 

a)  Journal Voucher 

b)  Receipt Voucher 

c)  Payment Voucher 

d)  Nominal Voucher 

2.   A form that allows individuals to compare their personal bank account records to the 

bank's records of the individual's account balance in order to uncover any possible 

discrepancies is known as: 

a)  Bank statement 

b)  Income statement 

c)  Financial statement 

d)  Bank Reconciliation statement 

3.   Cash and other resources that are expected to turn to cash or to be used up within one 

year of the balance sheet date are called: 

a)  Current liability 

b)  Current assets 

c)  Fixed assets 

d)  Long-term assets 

4.   Particulars Rs. Opening written down value of machine 3,75,000 Cost of machine 50,000 

Depreciation  during  the  year  11,500  Closing  written  down  value  (WDV)  of  the 

Machines? 

a)  Rs. 4,13,500 

b)  Rs. 4, 25,000 

c)  Rs. 3, 36,500 

d)  Rs. 61,500 

5.   Expenditure incurred in acquiring the patent right for the business is an example of: 

a)  Revenue expenditure 

b)  Capital expenditure 

c)  Deferred revenue expenditure 

d)  Administrative expenditure 

6.   Total assets - Total liabilities =? 



a)  Owner’s Equity 

b)  Expenses 

c)  Retained earnings 

d)  Net profit 

7.   What will be debited, if business bought goods on credit from Mr. Ali? 

a)  Purchases account 

b)  Mr. Ali account 

c)  Cash account 

d)  Sales account 

8.   Prepaid rent given in the Trial Balance will be treated as a (an): 

a)  Asset 

b)  Liability 

c)  Revenue 

d)  Deferred expense 

9.   A business event which can be measured in terms of money and must be recorded in 

books of accounts is called: 

a)  Condition 

b) Transaction 

c) Information 

d)  Record 

10. Which one of the following is NOT a feature of sole proprietorship business. 

a)  Easy Formation 

b)  Easy Dissolution 

c)  Unlimited Liability 

d)  Separate Legal Entity 

11. Which of the following is (are) example(s) of non distributable profit? 

a)  General reserve 

b)  Accumulated profit and loss (credit balance) 

c)  Revaluation reserves 

d)  None of the given options 

12. In firms cash flow statements, which of the following would appear as a cash outflow? 

a)  The  payments  for  share  in  a  company  whose  shares  are  treated  on  a  stock 

exchange 

b)  A decrease in trade debtors over the course of an accounting period 

c)  Money received as a result of issuing new shares 

d)  Money received as result of selling fixed assets 

13. Which of the following particular/s is/are included in receipt voucher? 

a)  Name of organization 

b)  Bank receipt 

c)  Date 



d)  All of the given options 

14. The Sales Returns Day Book would include: 

a)  Goods bought on credit 

b)  Fixed Assets bought that are inappropriate for business 

c)  Stock that customers have returned 

d)  Goods bought on credit that are returned to the original supplier 

15. Total Sales are calculated by adding: 

a)  Cash sales and cash received from debtors 

b)  Credit sales and cash received from debtors 

c)  Cash sales and credit sales 

d)  Cash ales and credit purchases 

16. Goods returned by Mr. B amount to Rs. 4,000. The entry in the books will be: 

a)  Mr. B is Debit Sales Returns is Credit 

b)  Sales Returns is Debit Mr. B is Credit 

c)  Mr. B is Debit Accounts Receivable Credit 

d)  Purchases Return Debit Mr. B is Credit 

17. A form that allows individuals to compare their personal bank account records to the 

bank's  records  of  the  individual's  account  balance  in  order  to  uncover  any possible 

discrepancies is known as: 

a)  Bank statement 

b)  Income statement 

c)  Financial statement 

d)  Bank Reconciliation statement 

18. Following information is available relating to a manufacturing concern: Cost of Goods 

Sold Rs. 245,000 Purchases Rs. 250,000 Freight Inward Rs. 5,000 Closing Stock Rs. 

25,000 What will be the amount of Opening Stock? 

a)  Rs. 15,000 

b)  Rs. 10,000 

c)  Rs. 25,000 

d)  Rs. 20,000 

19. Wages outstanding given in the trial balance will be treated as a (an): 

a)  Asset 

b)  Liability 

c)  Revenue 

d)  Deferred expense 

20. What does a credit balance in a partner’s current account represent to a business? 

a)  Current Assets 

b)  Current Liability 

c)  Long-term liability 

d)  Share of profit 



21. Which of the following business publishes the Financial Statements? 

a)  Sole-Proprietorship 

b)  Partnership 

c)  Trust 

d)  Public Limited Company 

22.  The primary purpose of preparing a cash flow statement for an entity is to provide 

information about: 

a)  Its financial position at the end of an accounting period 

b)  Its cash receipt and cash payments during an accounting period 

c)  Its financial position at the start of an accounting period 

d)  None of the given options 

23. How dividend declared is treated in the Balance Sheet of the company? 

a)  Provision 

b)  Current Liability 

c)  Reserves and surplus 

d)  Current assets 

24.  Which of the following option(s) is TRUE about the Sales returns? 

a)  Sales returns reduce the Gross sales of the firm 

b)  Sales returns affect the Net income of the firm 

c)  Sales returns affect the flow of cash 

d)  All of the Above 

25.  Fixed Assets (WDV) + Working Capital =? 

a)  Total assets employed 

b)  Total liabilities 

c)  Total assets 

d)  Current assets 

26. Which of the following is TRUE about a merchandising company? 

a) A merchandising company’s business is to buy and sell products  

b) A  merchandising  company  must  use  the  perpetual  system to  account  for 

 merchandising inventory  

c) A merchandising company's business is to provide services  

d) A Sugar Mill is an example of a merchandising company  

 

27.  Which of the following is/are TRUE about the sole trader form of business? 

a)  A sole trader is liable to pay income tax on his/her earnings 

b)  Sole traders do not need to consult accountants 

c)  Sole  traders  must  register  the  name  of  their  business  with  the  Registrar  of 

Companies 

d)  All of the given options 



28. Which of the following is (are) characteristic(s) of Reserve? 
 

 

a)  Its amount is generally determined by the management on the basis of the amount of 

profit earned. 

b)  It is shown on liabilities side of balance sheet 

c)  It does not affect profit or loss, since it is created after ascertaining net profit 

d)  All of the above 
 

 

29.  Which account is increased with a debit and decreased with a credit? 

a)  Cash 

b)  Accounts Payable 

c)  Contributed Capital 

d)  Retained Earnings 
 

 

30. Which financial statement show what a business owes at a particular point in time? 

a)  A cash flow statement 

b)  The bank statement for the business 

c)  A balance sheet 

d)  A statement of retained earnings 
 
 

31. Which of the following appears in both the Income Statement debit column and the 

Balance Sheet credit? 

a)  Net income 

b)  Net loss 

c)  Dividends 

d)  Retained earnings 
 

 

32.  The Balance Sheet item that represents the resources invested by the owner is known as: 

a)  Accounts Receivable 

b)  Cash 

c)  Note Payable 

d)  Owner’s Equity 
 
 

33.  Which of the following is an example of operating expense? 

a)  Purchasing operating equipment 

b)  Purchasing cleaning services 

c)  Purchasing an investment in another company 

d)  Purchasing a computer for the accounting office 
 

 

34.  The figure of cash received from debtors can be located either from cash book or: 



a)  Debtor’s Control Account 

b)  Balance Sheet 

c)  Profit & Loss Account 

d)  Bills Payable Account 
 

 

35. Consider the following data: Particulars Rs. Assets 99,500 Owner's equity 

50,500 Liabilities ? 

a)  Rs. 49,000 

b)  Rs. 55,000 

c)  Rs. 125,000 

d)  Rs. 115,700 
 

 

36. Which of the following is NOT correct? 

a)  Decrease in Assets will be debit 

b)  Decrease in Liabilities will be debit 

c)  Decrease in Expenses will be credit 

d)  Decrease in Revenue will be debit 
 

 

37. Which of the following is NOT considered a part of financial statements? 

a)  General Journal 

b)  Balance Sheet 

c)  Profit and Loss account 

d)  None of the above 
 

 

38. Which one of the following will result in increase in revenues? 

a)  Purchased fixed asset 

b)  Received Discount 

c)  Payment to creditors 

d)  Return of goods, sold on credit 
 

 

39. The basic accounting principle/concept according to which business record must be kept 

separate from the personal records of the owner is known as: 

a)  Going-concern concept 

b)  Separate entity principle 

c)  Realization principle 

d)  Objectivity principle 



40. Find out the missing value of an Accounting Equation with the help of given data: Cash 

Rs. 22,500 Debtors Rs. 500 Total Assets Rs. 80, 385 Accounts payable Rs. 1,000 Total 

liabilities Rs. 20,000 

a)  Rs. 60,385 owner’s equity 

b)  Rs. 61,385 owner’s equity 

c)  Rs. 99,885 owner’s equity 

d)  Rs. 99,385 owner’s equity 
 

 

41.  Which one of the following cannot be classified as Revenue Income? 

a)  Goods sold for cash 

b)  Goods sold on credit 

c)  Income from the sale of services 

d)  Income from the sale of fixed assets 
 

 

42. What will be debited, If Mr. “A” started business with Rs. 2, 00,000. 

a)  Capital account 

b)  Cash Account 

c)  Mr. A’s account 

d)  Business account 
 
 

43. If Salaries Rs. 12, 000, Rent Rs. 5,000, Gross profit Rs. 58,000 and Discount received Rs. 

10, 000. What will be the amount of Net Profit? 

a)  Rs. 41,000 

b)  Rs. 51,000 

c)  Rs. 61,000 

d)  Rs. 65,000 
 
 
 
44. Which of the following is NOT a characteristic of Joint Stock Company? 

a)  Separate Legal Entity 

b)  Limited Liability of shareholders 

c)  Easy formation 

d)  Common Seal 
 

 

45. Any  expense  that  gives  benefit  for  a  period  of  less  than  twelve  months  is  called 

  . 

a)  Capital Expense 

b)  Revenue expense 

c)  Revenue Receipt 

d)  Deferred Expense 



 
46. The process of transferring journal entry information to the ledger is called: 

a)  Journalizing 

b)  Posting 

c)  Balancing 

d)  Analyzing 
 
 

47. Total assets - Total liabilities =? 

a)  Owner’s Equity 

b)  Expenses 

c)  Retained earnings 
 
 

48. A book that keeps separate record for each account is known as: 

a)  Trial Balance 

b)  Voucher 

c)  General Journal 

d)  General Ledger 
 

 

49. Which one of them is current asset 

a)  Insurance expenses 

b)  Prepaid expense 

c)  Rent expenses 

d)  All of the following 
 
 

50. The errors in which an entry is recorded in the wrong class of account is 

a)  Error of Original Entry 

b)  Reversal of Entry 

c)  Error of principle 

d)  Error of Omission 
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1.   Talal is forming a business which he wants to control completely. He knows nobody 

else with whom he wishes to work, he values his privacy, and he dislikes formality, 

paper work, state filing requirements, and lawyers. What type of business 

organization should he prefer? 

a)  General partnership 

b)  Sole Proprietorship 

c)  Single Member Company 

d)  None of these 
 

 

2.   The Articles of Association of a company contain: 

a)  A set of governing rules adopting by the company 

b)  Resolutions of the board of directors 

c)  Information about the corporation, including its organization and functions. 

d)  None of these 
 

 

3.  A partnership involves three essential elements. Which of the following is not one of 

those elements? 

a)  An equal right in the management of the business 

b)  Limited liability for the liabilities of the firm 

c)  A joint ownership of the business 

d)  None of these 
 

 

4.   Rashid, Shahid and Talal agree to form a computer business. Rashid agrees to 

manage the business and to assume full personal liability. Shahid and Talal agree to 

invest in the firm but to be liable only to that extent. These three have formed 

a)  A limited liability company 

b)  A limited liability partnership 

c)  An unlimited partnership 

d)  None of these 
 

 

5.   The members of a limited partnership include: 

a)  General and limited partners 



b)  General partners only 

c)  Creditors 

d)  None of these 
 
 

6.   A bearer cheque may be negotiated by: 

a)  Mere delivery 

b)  Endorsement and delivery 

c)  Delivery with a separate written contract 

d)  None of these 
 

 

7.   The responsibility of overall management of a company belongs to: 

a)  The chief financial officer 

b)  The employees 

c)  The board of directors 

d)  None of these 
 

 

8.   The best definition of a quorum is which of the following? 

a)  It is 51% of all shareholders 

b)  It is the number of members of a company that must be present before 

business may be transacted. 

c)  It is the number of voters who must agree to alter the company’s articles. 

d)  None of these 
 

 

9.   When a partnership is found liable for a debt, which assets are first used to pay the 

debt? 

a)  Individual assets of the partners 

b)  Personal property of the limited partners 

c)  Partnership assets 

d)  None of these 
 

 

10. The board of directors does not have responsibility over which of the following 

areas? 

a)  The appointment, supervision, and removal of corporate officers 

b)  The appointment, supervision, and removal of employees generally 

c)  The declaration and payment of corporate dividends 

d)  None of these 
 
 

11. The best, simple definition of a contract is: 

a)  An objective “meeting of minds.” 



b)  A negotiated two-party agreement upon which each party will act or refrain 

from acting. 

c)  A document reflecting a “meeting of the minds” between two or more 

competent parties. 

d)  None of these 
 

 

12. If A is hit by a car, and B, a doctor, sees the incident and performs emergency first 

aid upon A which results in A recovery: 

a)  A unilateral contract is created whereby A is obligated to pay Dr. B for 

services rendered. 

b)  A bilateral contract is created and both parties must perform their duties. 

c)  A quasi contract is created between the parties. 

d)  None of these 
 

 

13. A offers to sell to B a mobile phone for Rs. 5500. B tells A that he will take the phone 

for Rs. 4500. Nothing further is said and the next day, A demands Rs. 4500 from B in 

exchange for the phone. Choose the true statement: 

a)  B is not obligated to pay Rs. 4500 to A 

b)  B is obligated to pay Rs. 4500 to A 

c)  B is obligated to pay Rs. 5500 to A 

d)  None of these 
 

 

14. The most common form of agency is: 

a)  Implied 

b)  Express 

c)  Injunctive 

d)  None of these 
 
 

15. Assume that a new partner enters an ongoing partnership. The new partner’s liability 

to preexisting creditors is best described by which of the following? 

a)  The new partner is not liable to preexisting creditors of the firm. 

b)  The new partner must negotiate his or her liability with the preexisting 

creditors. 

c)  The new partner is only liable to the preexisting creditors to the extent of his 

capital contribution. 

d)  None of these 
 

 

16. What is not a correct statement concerning promoters? 

a)  They are agents of the company 

b)  They generally are active before the company is formed 



c)  They owe fiduciary duties to the company 

d)  None of these 
 

 

17. The phrase “piercing the corporate veil” refers to: 

a)  Inspecting the books of the company 

b)  The ignoring by courts of the corporate entity in order to do justice 

c)  Learning the identity of the shareholders of the company 

d)  None of these 
 

 

18. When someone gives to another person a power of attorney, this means that: 

a)  Such person is an undisclosed principal 

b)  Such person is a disclosed principal 

c)  Such person given the power has authority to act as an agent 

d)  None of these 
 
 

19. Every agreement forbidding marriage of any adult person is void except of a minor: 

a)  Yes 

b)  No 

c)  Partly correct 

d)  None of these 
 

 

20. Can a contract executed in Saudi Arabia be enforced in courts in Pakistan? 

a)  Yes 

b)  No 

c)  None of these 
 

 

21. The effect of coercion on a contract is that the contract becomes: 

a)  Void 

b)  Voidable 

c)  Valid 

d)  None of these 
 
 

22. The members of partnership carrying out business of banking must not exceed: 

a) 10 

b) 20 

c)  50 

d)  None of these 
 

 

23. The Primary Contract in a contract of guarantee is: 

a)  A contract between creditor and surety 



b)  A contract between creditor and principal debtor 

c)  A contract between surety and principal debtor 

d)  A contract between creditor, surety and principal debtor 
 
 

24. Mr. X takes a loan of Rs. 5000 from Mr. Y on Guarantee of Mr. Z. The contract 

between Mr. X and Mr. Y is the   _. 

a)  Contract of bailment 

b)  Principal contract (Primary Contract) 

c)  Secondary contract 

d)  Contract of indemnity 
 

 

25. According to section 142 of Contract Act, a guarantee obtained by means of 

misrepresentation made by the creditor, concerning a material part of the 

transaction is   . 

a)  Valid 

b)  Invalid 

c)  Indemnity 

d)  Secondary contract 
 
 

26. A pledge can also be called as   . 

a)  Bailment 

b) Guarantee 

c) Indemnity 

d)  Pawn 
 

 

27. An agent appointed to do all acts in connotation with particular business 

identification is called   . 

a)  Special agent 

b)  General agent 

c)  Universal agent 

d)  Mercantile agent 
 

 

28. Which of the following is put into business by partners while formulating a 

partnership? 

a)  Money 

b)  Property 

c)  Labor and skill 

d)  Any or all of given options 
 

 

29. The Partnership Act, 1932 repealed which of the following? 



a)  Contract Act, 1872 

b)  Section 239-266 of the Contract Act, 1872 

c)  Section 72-144 of the Contract Act, 1872 

d)  Law of trust 
 

 

30. Preparation of required documents of the company is done during which 

phase? 

a)  Inauguration phase 

b)  Promotion phase 

c)  Registration phase 

d)  None of the given options 
 
 

31. A committee of the Securities and Exchange Policy Board constituted under 

section 15 is termed as   in SECP Act, 1997. 

a)  Committee 

b)  Commission 

c)  Board 

d)  Clearing house 
 
 

32. The Securities and Exchange Commission when exercising its powers under SECP 

Act, 1997, shall have regard to which of the following? 

a)  The quality and capability of the management of the company 

b)  The general public interest 

c)  The interest of potential public investors in the company 

d)  All of the given options 

33. Which of the following is true about the essentials of valid acceptance of a bill of 

exchange? 

a)  It must be in writing 

b)  It must be signed by drawee or his agent 

c)  The acceptance must appear on the bill 

d)  All of the given options 
 

 

34. All of the following are the powers of trustee, EXCEPT: 

a)  To sell trust property 

b)  To apply property for the benefit of the minor 

c)  To use trust property for any purpose 

d)  To give receipt 
 

 

35. Those damages which naturally arise as the result of breach of contract are 

called: 



a)  Ordinary damages 

b)  Special damages 

c)  Liquidated damages 

d)  Nominal damages 
 

 

36. A ‘Statement of Ethics and Business Practices’ for directors and employees of a listed 

company is prepared by: 

a)  Board of directors 

b)  Executive directors 

c)  Chairman of the company 

d)  Securities and Exchange Commission 
 
 

37. When a promisee refuses to accept performance from the promisor, it is called 

a)  Tender 

b)  Frustration of contract 

c)   Vicarious performance 

d)  Attempted performance 
 

 

38. How shall a prosecution for any offence under SECP Act against any person be 

instituted? 

a)  With the consent of commission 

b)  At the will of any two Commissioners 

c)  By the appeal of aggrieved party 

d)  By Sue Moto action of the court 
 
 

39. Which of the following condition is considered to be a compulsion for a 

contract? 

a)  Only an offer 

b)  Only an acceptance 

c)  Offer and acceptance 

d)  Offer, acceptance and documentation 
 
 

40. The transfer of ownership in exchange for a price paid or promised or part-paid and 

part-promised is called: 

a)  Sale 

b)  Contract for sale 

c)  Agreement of Sale 

d)  Lease Sale 



41. As per section 25 of the Partnership Act, 1932, all the partners of a firm share 

liabilities of the firm: 

a)  Just mutually 

b)  Just individually 

c)  Mutually and individually 

d)  None of the given options 
 

 

42. Which of the following is NOT expressly declared to be void by the law? 

a)  Agreement in restraint of trade 

b)  Agreement in restraint of legal proceedings 

c)  Agreement contingent upon possible events 

d)  Reciprocal promises to do illegal acts 
 

 

43. Which of the following is true about a firm? 

a)  A firm has no legal existence 

b)  A firm adopts legal status from its partners 

c)  A firm has a legal status separate from its partners 

d)  None of the given options 
 

 

44. Mr. Asif threatens to kidnap Mr. Bashir’s son if he does not give Rs.2 lac to him; and 

Mr. Bashir agrees to pay the amount. Such contract has been made by: 

a)  Consent 

b)  Coercion 

c)  Fraud 

d)  Undue influence 
 

 

45. If two parties choose to enter into contracts with knowledge of the commercial usage 

governing them, who will decide the terms of contract? 

a)  Court 

b)  Contract act 

c)  The two parties 

d)  The two parties along with court 
 

 

46. Undue influence is described under which section of Contract Act? 

a)  Section 16 

b)  Section 17 

c)  Section 18 

d)  Section 19 
 

 

47. The relation between the partners of a firm is of: 



a)  Employer and Employee 

b)  Trustee and Beneficiary 

c)  Principal and Agent 

d)  None of these 
 

 

48. A bearer instrument may be negotiated by: 

a)  Mere delivery 

b)  Endorsement and delivery 

c)  Delivery with a separate written contract 

d)  None of these 
 

 

49. When an offer can only be accepted by the performance of the person to whom the 

offer is made, is characteristic of: 

a)  Bilateral contracts; 

b)  Unilateral contracts; 

c)  Implied contracts; 

d)  None of these 
 

 

50. A tells B, “If you stood first in the class, I’ll pay you Rs.5000.00. B stood first in 

class and A paid him Rs.5000.00. Which of the following is correct? 

a)  A and B had a unilateral contract; 

b)  A and B had an executory contract; 

c)  A and B had an executed contract; 

d)  None of these 
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1.   The process of monitoring performance, comparing it with goals and correcting any 

significant deviations is known as: 

a)  Planning 

b)  Organizing 

c)  Leading 

d)  Controlling 

2.   Someone who works with and through other people by coordinating their work activities 

to accomplish organizational goals is called: 

a)  A Very intelligent: Individual 

b)  A Supervisor of Production Work 

c)  A Manager 

d)  An operation Supervisor 

3.   SWOT analysis divides organizational strength into two categories; Common strength 

and  . 

a)  Strategic imitation 

b)  Competitive Parity 

c)  Distinctive Competencies 

d)  Threats 

a)  Planning 

b)  Organizing 

c)  Leading 

d)  Controlling 

4.   The set of strengths, characteristics and qualities including skills, technologies, or 

resources that distinguish a firm from its competitors is called: 

a)  Scope 

b)  Distinctive Competency 

c)  Resource deployment 

d)  Effective strategy 

5.   All of the following are the characteristics of an organization EXCEPT: 

a)  People 

b)  Product 

c)  Purpose 

http://www.vuzs.net/mcqs/205-mgt503-principles-of-management/5416-mgt503-principles-of-management-mcqs-from-quiz-3-solved.html
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d)  Structure 

6.   Which of the following management thinker created a role classification system based on 

how managers spend their time at work to describe a manager's role? 

a)  Peter Brabeck-Letmathe 

b)  Abraham Maslow 

c)  Andrea Jung 

d)  Henry Mintzberg 

7.   The process of collaborative goal setting by a manager and subordinate; the extent to 

which goals are accomplished is a major factor in evaluating and rewarding the 

subordinate’s performance. It is called: 

a)  Management by objective 

b)  Management by resources 

c)  Management by authority 

d)  Management by system 

8.   Which of the following is the process of developing businesses to pursue trends and 

changes that no one else has seen before? 

a)  Entrepreneurship 

b)  Division of labor 

c)  Evolution 

d)  E-commerce 

9.   What is the best term to describe the process of attempting to influence other people to 

attain the organization's objectives? 

a)  Planning 

b)  Organizing 

c)  Leading 

d)  Controlling 

10. An organization that assigns specialists from different functional departments to work on 

one or more than one projects being led by project managers is called ------------- 

a)  Team Organization 

b)  Virtual Organization 

c)  Matrix organization 

d)  Learning Organization 

11. Activities such as taking visitors to dinner and attending ribbon cutting ceremonies come 

under which of the following management role? 

a)  Leader 

b)  Liaison 

c)  Figurehead 

d)  Negotiator 

12. The degree to which decision making is confined at a single point in an organization is 

described as   . 



a)  Unity of command 

b)  Chain of command 

c)  Span of management 

d)  Centralization 

13. Global competition, accelerated product development by competitors, and increased 

demands by customers for better service have encouraged organizations to become 

more   . 

a)  Organic 

b)  Mechanistic 

c)  Technologically pure 

d)  Task oriented 

14. The idea that employees should also share the profit of organization was given by: 

a)  Frederick Taylor 

b)  Robert Owen 

c)  Charles Babbage 

d)  W. Edwards Deming 

15. Plant managers come under which of following management levels? 

a)  First-line managers 

b)  Non-managerial employees 

c)  Middle managers 

d)  Top managers 

16. When Shumaila is comparing actual sales figures with goals established earlier to see if 

her department met the target, she is performing which of the following functions? 

a)  Planning 

b)  Organizing 

c)  Leading 

d)  Controlling 

17. Which one of the following ethical approaches exemplifies the belief that every person 

has fundamental human rights that should be respected as well as protected? 

a)  Justice approach 

b)  Rights Approach 

c)  Individualism approach 

d)  Utilitarianism approach 

18.   , identifies the order of activities to be performed in order to achieve a 

particular goal. 

a)  Budgeting 

b)  Linear programming 

c)  Break-even analysis 

d)  Scheduling 



19. All levels of management between the supervisory level and the top level of the 

organization are termed as: 

a)  Middle managers 

b)  First-line managers 

c)  Supervisors 

d)  Foremen 

20. A situation in which an organization is not implementing valuable strategies that are 

being implemented by competing organization is called: 

a)  Competitive Disadvantage 

b)  Distinctive competencies 

c)  Competitive edge 

d)  Competitive parity 

21. A budget is an example of which of the following plan? 

a)  Strategic plan 

b)  Single plan use 

c)  Informal plan 

d)  Standing plan 

22. The management function that specifies goals to be achieved and deciding in advance the 

appropriate actions to achieve those goals is: 

a)  Leading 

b) Controlling 

c) Organizing 

d)  Planning 

23. The process of assigning authority and responsibility to one’s subordinates to manage a 

project is called 

a)  Centralization. 

b)  Supervision. 

c)  Delegation. 

d)  Specialization. 

24. One of the greatest effects of e-commerce is that 

a)  Costs will be reduced. 

b)  Customers will be empowered. 

c)  Employees become more powerful. 

d)  Computers will be less important. 

25.  Time -and- motion study introduced by 

a)  Henri Fayol 

b)  Fredrick W. Taylor 

c)  Frank and Lillian Gilberth 

d)  Adam Smith 



26.     focused on the work or the job and how to do it better. 

a)  Scientific management 

b)  Bureaucratic management 

c)  Classical management 

d)  Administrative management 
 

 

27.                     leadership is described as going beyond charisma with the ability to create 

and articulate a realistic, credible, attractive vision of the future for an organization or 

organizational unit that grows out of and improves on the present. 

a)  Charismatic 

b)  Transformational 

c)  Visionary 

d)  None of above 
 

 

28.    studied three leadership styles: autocratic, democratic, and laissez-faire. 

a)  Ohio State Studies 

b)  University of Michigan Studies 

c)  University of Iowa Studies 

d)  Hawthorne studies 
 

 

29.   The rights inherent in a managerial position to give orders and expect them to be obeyed 

is known as: 
 

 

a)  Responsibility 

b)  Span of control 

c)  Authority 

d)  Accountability 
 
 

30. Power can be viewed as a three-dimensional concept. It includes functional and 

hierarchical dimensions as well as a third dimension called: 

a)  Influence. 

b)  Legitimacy. 

c)  Departmentalization. 

d)  Centrality 
 

 

31.   An organization that groups activities according to women's footwear, men's footwear, 

apparel, accessories, and leggings would use                       departmentalization. 

a)  Functional 

b)  Product 

c)  Customer 



d)  Geographic 
 

 

32.   One of the following is characteristic of Democratic Leaders: 

a)  Unilateral decisions 

b)  Involve group in decision making 

c)  Dictate work method 

d)  Participate only to answer question. 
 
 

33. Strategic management entails all of the basic management functions: 

a)  Planning, organizing, leading, and controlling. 

b)  Motivation, efficiency, authority and effectiveness. 

c)  Planning, bossing, controlling, and organizing. 

d)  Making things happen, meeting the competition, organizing the people and 

leading. 
 
 

34. Which of the following is not a part of strategy formulation? 

a)  Identifying the mission and strategic goals. 

b)  Conducting competitive analysis. 

c)  Developing specific strategies. 

d)  Carrying strategic plans. 
 

 

35. Planning involves two important elements: 

a)  Goals and plans. 

b)  Organizing and controlling. 

c)  Lead and plans. 

d)  Staffing and leading. 
 

 

36. Strategic goals are concerned with : 

a)  Top level managers. 

b)  Middle level managers. 

c)  First-Line Managers. 

d)  Non-managerial Employees. 
 
 

37. Tactical goals and plans typically involve time periods of   . 

a)  1 year. 

b)  1 to 3 years. 

c)  3 to 5 years. 

d)  More than 5 years. 
 

 

38. MBO was first described by   . 



a)  Peter Drucker. 

b)  Henry Minzberg. 

c)  Henry Fayol. 

d)  Fredrick W. Taylor. 
 

 

39. A mission statement is a   declaration of the basic, unique purpose. 

a)  Narrow. 

b)  Broad. 

c)  Contracted. 

d)  None of given options. 
 
 

40. Someone who works with and through other people by coordinating their work activities 

in order to accomplish organizational goals is   . 

a)  A very intelligent individual 

b)  A supervisor of production work 

c)  A manager 

d)  An operations supervisor 
 

 

41. Supervisor is another name for whom? 

a)  Team leaders 

b)  Middle managers 

c)  First-line managers 

d)  Top managers 
 
 
 
42.  Managers with titles such as department head, project leader, plant manager, or division 

manager are   . 

a)  First-line managers 

b)  Top managers 

c)  Production managers 

d)  Middle managers 
 
 

43.  All  levels  of  management  between  the  supervisory  level  and  the  top  level  of  the 

organization are termed   . 

a)  Middle managers 

b)  First-line managers 

c)  Supervisors 

d)  Foremen 
 

 

44.   Division manager is associated with which of the following levels of management? 



a)  Team leaders 

b)  Middle managers 

c)  First-line managers 

d)  Top managers 
 

 

45.                             is the process of getting activities completed efficiently and effectively 

with and through other people. 

a)  Leading 

b)  Management 

c)  Supervision 

d)  Controlling 
 
 
 
46. Your boss never gives you the benefit of the doubt. When you were late back from lunch, 

he assumed that you had simply taken too much time. He never considered that the 

elevators were out and you had to walk up 10 flights of stairs. Your boss is guilty of 

  . 

a)  Self-serving bias 

b)  Selective perception 

c)  Fundamental attribution error 

d)  Stereotyping 
 

 

47.  What are the three primary determinants of behavior that organizational behavior focuses 

upon? 

a)  Profit structure, organizational complexity, job satisfaction 

b)  Individuals, profit structure, and job satisfaction 

c)  Individuals, groups, and job satisfaction 

d)  Individuals, groups, and structure 
 

 

48. Analyzing  relationships,  determining  causes  and  effects,  and  basing  conclusions  on 

scientific evidence all constitute aspects of            study. 

a)  Organizational 

b)  Intuitive 

c)  Theoretical 

d)  Systematic 
 
 

49. How is the satisfying decision maker best characterized? 

a)  As using rationality 

b)  As using bounded rationality 

c)  As affected by anchoring bias 



d)  As relying on others to make decisions 
 

 

50. Who sets MBO objectives? 

a)  The boss 

b)  The boss and immediate subordinates 

c)  They are set jointly by superior and subordinate 

d)  The employees performing the task in question 
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1.   No one shall issue any form of application for shares in or debentures of a company 

unless the form is accompanied by prospectus; if any person acts in contravention of this 

section, he shall be liable to a fine not exceeding: 

a) 5000 

b) 3000 

c) 2000 

d) 1000 

 

2.   No allotment shall be made of any share capital of a company offered to public for 

subscription unless the amount state in prospectus as the minimum amount in opinion of 

directors must be: 

a)  Raised by issue of share capital 

b)  And full amount thereof has been paid 

c)  And the amount received in cash by company 

d)  All of the above. 
 

 

3.   All moneys received from applicants for shares shall be deposited and kept in a separate: 

a)  Locker 

b)  Custody 

c)  Bank account 

d)  None of the above 
 

 

4.   All moneys received from applicants for shares shall be deposited and kept in a separate 

bank account until: 

a)  The business starts 

b)  Law allows 

c)  The certificate to commence business is obtained 

d)  All of the above 
 

 

5.   The amount payable on application on each share shall be the full: 

a)  Ordinary amount of the shares 

b)  Special amount of the shares 



c)  Nominal amount of the shares 

d)  Both b & c 
 

 

6.   If such money is not repaid within    days after the issue of prospectus: 

a)  40 days 

b)  50 days 

c)  21 days 

d)  28 days 
 

 

7.   If the amount of un-successful applicant is not refunded; the directors of the company are 

liable to pay surcharge @    per month: 

a)  1-3/2 % 

b)  1-4/5 % 

c)  1-1/2 % 

d)  None of the above 
 
 

8.   Minimum subscription is the amount of capital mentioned: 

a)  Articles of association 

b)  Prospectus 

c)  Both a & b 

d)  None of the above 
 

 

9.   The money received in excess of minimum subscription is required to be: 

a) Deposited 

b) Refunded 

c)  Utilized 

d)  None of the above 
 

 

10. In case of contravention of subscription of shares and allotment of shares; the directors, 

promoters or their persons knowingly responsible for such contravention shall be liable to 

a fine not exceeding: 

a) 5,000 

b) 15,000 

c) 2,000 

d) 10,000 

 

11. In case of continuing contravention to a further fine not exceeding   for every 

day after the first during which contravention continues: 

a)  500 

b)  600 



a) 1.5 % 

b) 2.5 % 

c) 3.5 % 

d) 0.5 % 

 

c)  300 

d)  200 
 

 

12. An allotment of shares made by company to an applicant in the contravention of the 

provisions of restriction as to allotment and statement in lieu of prospectus; shall be: 

a)  Valid 

b)  Void 

c)  Voidable 

d)  Not enforceable 
 

 

13. The scenario above the minimum time required for the allotment of shares to be voidable 

after the holding of statutory meeting of the company: 

a)  35 days 

b)  40 days 

c)  30 days 

d)  50 days 
 

 

14. In case of effect of irregular allotment of shares; the proceedings to recover any such loss, 

damages or costs shall not be commenced after the expiration of    from the date 

of the allotment: 

a)  1 year 

b)  1.5 year 

c)  2 years 

d)  2.5 years 
 

 

15. Where a company issues any invitation to the public to subscribe for its shares or other 

securities; the period of repayment of unaccepted or unsuccessful application within:15 

days 

a)  25 days 

b)  10 days 

c)  25 days 

d)  20 days 
 

 

16. If refunded of rupees for the application and subscription of shares is not made within 10 

days, the directors of the company shall be jointly and severally liable to    

surcharge for every month or part thereof from the expiration of the fiftieth day: 



 

17. The fine above, in additional fine not exceeding _  : 

a) 3000 

b) 2000 

c) 5000 

d) 2500 

 

18.  In case of further or continuous offence to a further fine not exceeding    for 

every day after the said fiftieth day on which the default continues. 

a) 500 

b) 300 

c) 200 

d) 100 

 

19.  Every company with    days after the allotment of its shares, debentures or 

debenture stock and within     days after the application for the register of the 

transfer of shares, debentures or debenture stock, complete and have ready for delivery 

all shares, the debentures and certificate of all debentures stock allotted  or transferred: 

a)  30 and 15 days 

b)  25 and 50 days 

c)  90 and 45 days 

d)  60 and 30 days 
 

 

20. If default is made in complying with requirement of above section; the company and 

every officer of the company who is knowingly a part to default shall be liable to a fine 

not exceeding    for every day during which default continues: 

a)  500 

b)  200 

c)  100 

d)  None 
 

 

21.  A duplicate of certificate of shares, debentures or debentures issued shall be issued by 

the company within    from the date of application 

a)  50 days 

b)  45 days 

c)  35 days 

d)  25 days 



22.  If the company for any reasonable cause is unable to issue duplicate certificate, it shall 

notify this fact, along with the reasons within    from the date of application, to 

the applicant: 

a)  35 days 

b)  30 days 

c)  25 days 

d)  20 days 
 

 

23. If any default is made in complying with requirements of this section, the company and 

every officer of the company who is knowingly a part to the default shall be liable to fine 

not exceeding: 

a) 1000 

b) 1500 

c) 200 

d) 500 

 

24.  If a company with intent to defraud, renews a certificate, the company shall be 

punishable with fine which may extend to: 

a) 10,000 

b) 15,000 

c) 20,000 

d) 25,000 

 

25.  The scenario above and every officer of the company who is in default shall be 

punishable with imprisonment for term which may extend to: 

a)  1 year 

b)  6 months 

c)  2 years 

d)  5 years 
 

 

26. The punishment made above the officer of company in case of default/defraud to issue or 

issue a duplicate thereof the fine which may extend to 10 thousand and or _   or 

both: 

a)  Punishment 

b)  Imprisonment 

c)  Deport 

d)  None of the above 
 

 

27. The transfer of shares is registered and shares certificate duly transferred in the  favour of 

the transferee is issued within: 



a)  40 days 

b)  35 days 

c)  30 days 

d)  50 days 
 

 

28.  Transfer deed duly executed and signed by the transferor and transferee and duly 

witnessed on their behalf are delivered along with share certificates at: 

a)  Registrar office 

b)  SECP. 

c)  At registered office of company 

d)  None of the above 
 

 

29.  The delivery fee for transfer of share and debenture certificate by: 

a)  Company 

b)  Transferor 

c)  Transferee 

d)  Registrar 
 

 

30. Transfer deeds are accepted and transfer is recorded at the back of the shares-certificate 

in the memorandum of transfer column and entered into the register of the: 

a)  Employees of the company 

b)  Directors of the company 

c)  Officers of the company 

d)  Members of the company 
 

 

31. Company shall not register a transfer of shares or debentures unless proper instrument of 

transfer duly: 

a)  Written & Witnessed 

b)  Stamped 

c)  Registered 

d)  None of the above 
 
 

32. In case of a public company, a financial institution duly approved by the    maybe 

appointed as the transfer agent on behalf of the company: 

a)  Registrar 

b)  Directors 

c)  Commission 

d)  Members 



33. If the company makes default in complying with any of the provisions of transfer of 

shares and debentures it shall liable to a fine not exceeding: 

a) 1000 

b) 2000 

c) 3000 

d) 5000 

 

34.  The period of transfer of shares in case of central depository: 

a)  10 days 

b)  20 days 

c)  5 days 

d)  7 days 
 

 

35.  The directors of the company shall: 

a)  Refuse to transfer any fully paid shares 

b)  Shall not refuse any fully paid shares 

c)  Both a & b 

d)  None of the above 
 
 

36.  The company shall within    from the date on which the instrument of 

transfer was lodged with it notify the defect or invalidity to the transferee 

a)  40 days 

b)  50 days 

c)  30 days 

d)  25 days 
 

 

37.  Where the transferee is central depository, within: 

a)  10 days 

b)  3 days 

c)  4 days 

d)  5 days 
 

 

38. If a company refuses to register a transfer of any shares or debentures, the company shall, 

within    after the date on which the instrument of transfer was lodged with the 

company, send to the transferee notice of refusal indicating reasons for such refusal: 

a)  50 days 

b)  40 days 

c)  30 days 

d)  21 days 



39. If the default is made, the company and every officer of the company who is a party to 

default shall be liable to a fine not exceeding: 

a) 2500 

b) 5000 

c) 10000 

d) 20000 

 

40. A further fine not exceeding    rupees for every day after the first during which 

default continues: 

a) 200 

b) 500 

c) 100 

d) 50 

 

41. Transfer of shares to successor or nominee is called: 

a)  Transmission 

b)  Alteration 

c)  Nomination 

d)  None of the above 
 
 

42. The legal heir and successor shall furnish the following documents to the company for 

transfer of shares: 

a)  Shares certificate in original 

b)  Share transfer deed 

c)  Death certificate 

d)  All of the above 
 

 

43. The company on its satisfaction, shall transfer the shares in respect of: 

a) Processor 

b) Successor 

c)  Both 

d)  None 
 
 

44. The person nominated for the transfer of shares is: 

a)  Son 

b)  Step-son 

c)  Adopted-child 

d)  All of the above 
 

 

45. A person in his life can: 



a)  Transfer or share the right of its membership 

b)  Can’t share the rights of membership 

c)  As the case may be 

d)  None of the above 
 

 

46. The nomination made and deposited before the death of the member in like manner or 

expressly can be: 

a)  Cancelled 

b)  Changed 

c)  Both a & b 

d)  None of the above 
 
 

47. The transfer of shares or debentures of a decreased member by his nominee or legal 

representative shall although, he is not the himself the member be as: 

a)  Void 

b)  Voidable 

c)  Valid 

d)  Legal offence 
 
 

48.  A transfer of shares or debentures of a deceased person by his nominee or legal 

representative shall, although the nominee or legal representative is not himself a 

member, be as valid if he had been a member: 

a)  At the time of shares or debentures subscription 

b)  At the time of formation of company 

c)  At the time of execution of the instrument transfer 

d)  None of the above 
 

 

49.  Main conditions for right issue of shares is: 

a)  They are issued to directors 

b)  They are issued to promoters 

c)  They are issued to existing share holder to their existing share holding 

d)  All of the above 
 

 

50.  The issue of right shares shall be made within: 

a)  Unlimited time 

b)  Limiting time 

c)  1 day 

d)  1 week 
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1.   Which of the following is (are) item (s) of cost of goods sold statement? 

a)  Purchase of raw material 

b)  Any tax/freight paid on purchases 

c)  Any expense incurred on carriage/transportation of raw material purchased items 

d)  All of the given options 

2.   What would conversion costs if costs of raw materials, direct labor costs, and 

manufacturing overhead costs Rs.80,000, Rs.50,000, and Rs.60,000, respectively? 

a)  Rs.130, 000 

b)  Rs.110, 000 

c)  Rs.140, 000 

d)  Rs.190, 000 

3.   Cash and other resources that are expected to turn to cash or to be used up within one 

year of the balance sheet date are called: 

a)  Current liability 

b)  Current assets 

c)  Fixed assets 

d)  Long-term assets 

4.   Particulars Rs. Opening written down value of machine 3,75,000 Cost of machine 50,000 

Depreciation during the year 11,500. Calculate Closing written down value (WDV) of the 

Machines? 

a)  Rs. 4,13,500 

b)  Rs. 4, 25,000 

c)  Rs. 3, 36,500 

d)  Rs. 61,500 

5.   What will be debited, if business bought goods on credit from Mr. Ali? 

a)  Purchases account 

b)  Mr. Ali account 

c)  Cash account 

d)  Sales account 

6.   Prepaid rent given in the Trial Balance will be treated as a (an): 

a)  Asset 

b)  Liability 



c)  Revenue 

d)  Deferred expense 

7.   Which of the following is (are) example(s) of non distributable profit? 

a)  General reserve 

b)  Accumulated profit and loss (credit balance) 

c)  Revaluation reserves 

d)  None of the given options 

8.   Wages paid to laborers working in the manufacturing department is treated as an expense 

of: 

a)  Cost of goods sold 

b)  Administrative expenses 

c)  Selling expenses 

d)  Marketing expenses 

9.   Bad debts written off (given in adjustment) always affect the: 
 
 

a)  Debtors account 

b)  Creditors account 

c)  Cash account 

d)  Capital account 

10. Carriage paid Rs. 50 for the newly purchased machinery if debited to carriage account 

will effect: 

a)  Only carriage account 

b)  Only machinery account 

c)  Both carriage and machinery account 

d)  None of the given options 

11. Cost of goods manufactured - opening work in process + ending work in process =? 

a)  Cost of goods sold 

b)  Prime cost 

c)  Conversion cost 

d)  Total factory cost 

12. If cost of sales is Rs. 95,000, income from sales Rs. 200,000 and operating expenses Rs. 

300,000. What will be net result? 

a)  Rs. 1, 95,000 Losses 

b)  Rs. 1, 95,000 Profits 

c)  Rs 1, 05,000 Profits 

d)  Rs1, 05,000 Losses 

13. All of the below items are directly recorded by bank without intimating the business until 

the end of month, EXCEPT: 

a)  Bank Charges 

b)  Interest on Overdraft 



c)  Un-presented Cheques 

d)  Direct Receipts 

14. Which of the following is Not an Asset Account? 

a)  Plant & Machinery 

b)  Loan to XYZ co. 

c)  Cash at Bank 

d)  Loan from ABC co. 

15. Which of the following is an example of direct materials cost? 

a)  Production worker’s wages 

b)  Depreciation expenses 

c)  A piece of wood for the production of chair 

d)  Polish and finishing material for chair 

16. ABC co. has a capital of Rs. 100,000, Long Term Liabilities Rs. 50,000, net profit during 

the year Rs. 15,000 and the amount of total liabilities is Rs 175,000. What will be the 

amount of Current Liabilities? 

a)  Rs. 20,000 

b)  Rs. 150,000 

c)  Rs. 10,000 

d)  Rs. 25,000 

17. A manufacturing concern has Raw material of worth Rs. 100,000, Direct Labor Rs. 

75,000 and Factory Overhead Rs. 50,000. The amount of Conversion cost will be: 

a)  Rs. 150,000 

b)  Rs. 175,000 

c)  Rs. 125,000 

d)  Rs. 225,000 

18. The Sales Returns Day Book would include: 

a)  Goods bought on credit 

b)  Fixed Assets bought that are inappropriate for business 

c)  Stock that customers have returned 

d)  Goods bought on credit that are returned to the original supplier 

19. Outsider’s claim against the assets of the business is called: 

a)  Capital 

b)  Liability 

c)  Expense 

d)  Income 

20. Goods returned by Mr. B amount to Rs. 4,000. The entry in the books will be: 

a)  Mr. B is Debit Sales Returns is Credit 

b)  Sales Returns is Debit Mr. B is Credit 

c)  Mr. B is Debit Accounts Receivable Credit 

d)  Purchases Return Debit Mr. B is Credit 



21. Which of the following are without maturity dates? 

a)  Zero coupon bonds 

b)  Coupon securities 

c)  Consoles 

d)  Preferred Bonds 
 

 

22. Make periodic interest payments forever, never repaying the principal that was borrowed. 

Which of the following institution takes direct deposit from customer and gives loan to 

customer directly? 

a)  Zarai Tarkaytee Bank LTD 

b)  Soneri Bank 

c)  Khushali Bank 

d)  Credit union 

23. Consider the following data: Particulars Rs. Assets ? Owner's equity 35,000 Liabilities 

90,000 

a)  Rs. 35,000 

b)  Rs. 55,000 

c)  Rs. 1, 25,000 

d)  Rs. 1, 05,000 

24. The totals of return inwards Journal (day book) are 

a)  credited to the trade receivables control account 

b)  debited to the trade payables control account 

c)  debited to the trade receivable control account 

d)  credited to the trade payables control account 

25. From the given particulars, calculate the rate of depreciation under the fixed installment 

method of depreciation: 

Cost of Asset = Rs. 2,000 

Residual Value = Rs. 400 

Useful Life = 4 years 

a)  20 % 

b) 30% 

c) 25% 

d)  33% 

26.  If Current Assets Rs. 100,000, Current Liability Rs. 50,000 and Fixed Assets Rs. 

2,00,000. Calculate working capital. 

a)  Rs. 50,000 

b)  Rs. 1, 00,000 

c)  Rs. 1, 50,000 

d)  Rs. 3, 00,000 

27. Which of the following is NOT revenue expenditure? 



a)  Petrol consumed in motor vehicles 

b)  Cost of saleable goods 

c)  Bad debts 

d)  Premium given on lease 

28.  The Amount changed to deprecation goes on declining in: 

a)  Depreciation fixed method 

b)  Annuity method 

c)  Written-down value method 

d)  Straight line depreciation method 

29. The main purpose of    is to as certain true result of the business 

operation during particular period of time. 

a)  Cost Accounting 

b)  Financial Accounting 

c)  Managerial Accounting 

d)  Tax Accounting 

30. Which of the following is the main cause of depreciation? 

a)  Fall in the market value of money 

b)  Fall in the market value of an asset 

c)  Physical wear and tear 

31. Which of the following is NOT a characteristic of Cash Book? 

a)  It has two identical sides—left hand side, the debit side and right hand side, the 

credit side 

b)  It verifies the arithmetic accuracy of posting of entries from the Journal to the 

Ledger 

c)  The difference between the total of two sides of cash book shows cash in hand 

d)  It always shows debit balance. It can never show credit balance 

32. A transaction in which Cash A/c and Bank A/c are involved, is recorded on both the sides 

of Double Column Cash Book, it is called   . 

a)  Rectifying Entry 

b)  Adjusting Entry 

c)  Contra Entry 

d)  Closing Entry 

33. What would conversion costs if costs of raw materials, direct labor costs, and 

manufacturing overhead costs Rs.80,000, Rs.50,000, and Rs.60,000, respectively? 

a)  Rs.130, 000 

b)  Rs.110, 000 

c)  Rs.140, 000 

d)  Rs.190, 000 

34. The Sales Returns Day Book would include: 

a)  Goods bought on credit 



b)  Fixed Assets bought that are inappropriate for business 

c)  Stock that customers have returned 

d)  Goods bought on credit that are returned to the original supplier 

35. In an account if debit side > credit side, the balance is known as the: 

a)  Negative Balance 

b)  Debit balance 

c)  Positive Balance 

d)  Credit balance 

36. Find out the missing value of an Accounting Equation with the help of given data: Cash 

Rs.100, 000 Debtors Rs.10, 000 Other Assets Rs. 1,000 Owner’s equity Rs. 1, 000 

Liabilities ? 

a)  Rs. 12,000 

b)  Rs. 11,000 

c)  Rs. 110,000 

d)  Rs. 111,000 

37.    is the art of recording monetary transactions in the books of Accounts in a 

proper manner: 

a)  Accounting 

b)  Book Keeping 

c)  Posting 

d)  Vouching 

38. Which of the following Journal entry will be recorded when the bad debts are recovered? 

a)  Cash account (Dr.) & Bad Debts recovered account (Cr.) 

b)  Accounts Receivable (Dr.)  & Bad Debts recovered account (Cr.) 

c)  Bad debts recovered account (Dr.)  and profit & loss account (Cr.) 

d)  Provision for doubtful debts account (Dr.)  & cash account (Cr.) 

39. Which of the following is/are the example/s of Intangible Asset? 

a)  Copy rights 

b)  Good will 

c)  Patent rights 

d)  All of the given options 

40. If, Cost of machine = Rs.400, 000 Useful life = 5 years Residual value = Rs.25, 000 Sale 

price = Rs.40, 000 Rate of depreciation = 40% what will be the amount of depreciation 

charged on 3rd year using straight line method? 

a)  Rs. 35,000 

b)  Rs. 57,600 

c)  Rs. 75,000 

d)  Rs. 96,000 

41. Loss on revaluation of fixed asset should be charged to: 

a)  Profit and loss account 



b)  Balance sheet 

c)  Revaluation Reserve account 

d)  Accumulated depreciation account 

42. Debts that are not collectible and worthless to the creditor are known as: 

a)  Bad debts 

b)  Good debts 

c)  Doubtful debts 

d)  Provision for doubtful debts 

43. Which of the following would NOT be considered as a component of 'cost' of stock? 

a)  Salaries of selling staff 

b)  Transportation inward costs 

c)  Import duties 

d)  Purchase price 

44. A company uses straight line method of depreciation for an item of equipment that cost 

Rs. 28,000, has salvage value of Rs. 3,000, and has a five year useful life. What will be 

the book value of asset at the end of third year? 

a)  Rs. 15,000 

b)  Rs. 10,000 

c)  Rs. 18,000 

d)  Rs. 13,000 

45. At the end of the accounting period, the balance which is showing on the debit side of 

ledger account is called as: 

a)  Credit Balance 

b)  Debit Balance 

c)  Contra account 

d)  None of the above 

46. The amount charged to depreciation goes on declining in: 

a)  Depreciation fixed method 

b)  Annuity method 

c)  Written-down value method 

d)  Straight line depreciation method 

47. Which of the following is NOT revenue expenditure? 

a)  Petrol consumed in motor vehicles 

b)  Cost of saleable goods 

c)  Bad debts 

d)  Premium given on lease 

48. Which of the following is the example of current liability? 

a)  Notes Payable 

b)  Notes receivable 

c)  Accounts receivable 



d)  Prepaid expenses 

49. What will be debited, if business sold goods for Rs.10, 000 on credit? 

a)  Cash account 

b)  Sales account 

c)  Accounts receivable account 

d)  Purchases account 

50. Which of the following particular is NOT included in journal voucher? 

Select correct option: 

a)  Name of organization 

b)  Bank Receipt Number 

c)  Debit amount 

d)  Credit amount 
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1.   Which of the following section of cash flow statement shows the cash effects of those 

transactions reported in the income statement? 

a)  Cash flow from investing activities 

b)  Cash flow from financing activities 

c)  Cash flow from operating activities 

d)  All parts show effects of different transactions of income statement 

 
2.   Net current assets are equivalent to: 

a)  Stock plus debtors plus cash 

b)  Current liabilities less current assets 

c)  Working capital 

d)  Fixed assets plus current assets less current liabilities 

 
3.   Which one of the following is usually classified as an inventory item? : 

a)  Goods purchased for resale to customers 

b)  Items purchased and used by the company such as office supplies 

c)  Items purchased for a specific customer job 

d)  Items purchased and the quantity on hand does not need to be tracked 

 
4.   In the long run, a business must generate positive net cash flow from which of the 

following activities, if it is to survive? 

a)  Investing activities 

b)  Financing activities 

c)  Operating activities 

d)  Non cash activities 

 
5.   Financial statements are a subset of which of the following? 

a)  Financial reporting 

b)  Financial statement analysis 

c)  Accounting information 

d)  Accounting system 

 
6.   Which of the following account will appear in the post-closing trial balance? 

a)  Owner’s Capital 

b)  Service Fees Earned 

c)  Income Summary 

d)  Owner’s Withdrawals 



7.   When cash flow statement is prepared by using indirect method, which part of it is 

different from the direct method? 

a)  Cash flow from investing activities 

b)  Cash flow from financing activities 

c)  Cash flow from operating activities 

d)  All parts are same in both methods 

 
8.   Which of the following people and groups are NOT interested in cash flow statements of 

a company? 

a)  Accounting personnel 

b)  Potential customers 

c)  Potential creditors 

d)  Potential employees 

 
9.   Which of the following is an example of an accrual? 

a)  Equipment purchased for use in the business 

b)  Book-keeping fees collected but not yet earned 

c)  Six months’ rent paid in advance 

d)  Interest earned but not yet received 

 
10. Which one of the following transactions should be classified as a financing activity? 

a)  Purchase of equipment 

b)  Purchase of treasury stock 

c)  Sale of trademarks 

d)  Income tax refund 
 
11. Accelerated depreciation method is mostly used for . 

a)  Financial statements 

b)  Assets valuation 

c)  Inventory valuation 

d)  Income tax returns 
 
12. Identify the statement that is NOT true about the Incomes Account and Expenses 

Account: 

a)  These are the temporary accounts 

b)  These are closed in Income summery account 

c)  These may included in closing trial balance 

d)  These are also known as Nominal Accounts 

 
13. The sale of a depreciable asset resulting in a loss indicates that the proceeds from the sale 

were: 

a)  Less than current market value 

b)  Greater than cost 

c)  Greater than book value 

d)  Less than book value 



 

 
 
 

14. Which of the following refers to the term “posting”? 

a)  The recording of transactions 

b)  The system of giving numbers to the accounts 

c)  Transferring the debits and credits to ledger 

d)  Transferring the debits and credits to journal 

 
15. The definition of cash as used in “Cash Flow Statements” includes: 

a)  Only cash balances 

b)  Only bank balances 

c)  Bank balances and bank overdrafts 

d)  Cash in hand plus bank balances less bank overdrafts 

 
16. All of the following accounts would be closed in Income Summery Account EXCEPT: 

a)  Commission earned account 

b)  Prepaid insurance 

c)  Salaries Expense account 

d)  Wages account 

 
17. Which of the following is NOT one of the three items required to be shown in the 

heading of a financial statement? 

a)  The preparation date of the financial statement 

b)  The title of the financial statement 

c)  The unit of measure in the financial statement 

d)  The name of the business entity 

 
18. If a company has paid dividends on its preference shares, under which one of the cash 

flow statement headings would they appear? 

a)  Returns on investments and servicing of finance 

b)  Financing 

c)  Equity dividends paid 

d)  Capital investment and financial investment 

 
19. Which of the following arrangement is used to maintain the accounts? 

a)  Sequentially 

b)  Alphabetically 

c)  Monthly 

d)  Orderly 

 
20. Which of the following is NOT a qualitative characteristic of financial statements? 

a)  Understandability 

b)  Relevance 

c)  Full disclosure 

d)  Comparability 



 

21. Statement of cash flows helps the investors and other stake holders to assess: 

a)  The ability to generate future cash flows 

b)  The liquidity of the business 

c)  Ability to pay cash dividends in the future 

d)  All of the given options 

 
22. The year in which long term assets are expected to be mature, will be transfer to 

section of the balance sheet. 

a)  Current asset 

b)  Deferred asset 

c)  Current liabilities 

d)  Fixed assets 

 
23. Inventory accounts should be classified in which section of a balance sheet? 

a)  Current assets 

b)  Investments 

c)  Property, plant, and equipment 

d)  Intangible assets 

 
24. The appropriate journal entry to record equipment depreciation expense would consist of 

a debit to Depreciation Expense and a credit to which of the following accounts? 

a)  Revaluation asset 

b)  Accumulated Depreciation: Equipment 

c)  Retained Earnings 

d)  Cash 

 
25. Which of the following would be considered a cash-flow item from an "operating" 

activity? 

a)  Cash outflow to the government for taxes 

b)  Cash outflow to shareholders as dividends 

c)  Cash inflow to the firm from selling new common equity shares 

d)  Cash outflow to purchase bonds issued by another company 

 
26. End product of the accounting cycle is known as the 

a)  Tax return 

b)  Financial statements 
c)  Auditor’s annual report 

d)  Annual general meeting 

 
27. Which of the following company would like to use the accelerated depreciation method? 

a)  A company with large tax burdens 

b)  A company with low tax burdens 

c)  A company that want to report high net income 

d)  A company that want to report huge assets 



28. Which of the following is an inventory pricing procedure in which the oldest costs 

incurred rarely have an effect on the ending inventory valuation? 

a)  FIFO 

b)  LIFO 

c)  Specific identification 

d)  Weighted-average 

 
29. Which of the following is the most common adjusting entry? 

a)  Un-earned revenue 

b)  Pre-paid expense 

c)  Depreciation expense 

d)  Accrued revenue 

 
30. Which of the following is the adjustment that is added during the reconciliation of net 

income to operating cash flows in indirect method? 

a)  An increase in Accounts Receivable 

b)  An increase in Prepaid Expenses 

c)  Gain on sale of capital assets 

d)  Amortization Expense 

 
31. In financial statement analysis, an increasing capital stock account tends to be a sign of 

which of the following? 

a)  Weak financial health 

b)  Insolvency 

c)  Economic health 

d)  High liquidity 

 
32. Closing entries result in net income being calculated in the income summary account and 

then transferred to which of the following account? 

a)  Revenue account 

b)  Common Stock account 

c)  Dividends account 

d)  Retained Earnings account 
 

 
 

33. Which of the following statement shows the effects of cash inflows and outflows? 

 
a)  Balance Sheet 

b)  Statement of Owner’s Equity 

c)  Income Statement 

d)  Statement of Cash Flows 

34. An entry that affects more than one accounts is knows as   . 

a)  Journal entry 

b)  Compound entry 



c)  Adjusting entry 

d)  Reversing entry 

 
35. Which of the following is NOT true about the net income? 

 
a)  It is a calculated figure and represents actual cash 

b)  It can be distributed among holder s of common stock as a dividend 

c)  It can be held by the firm as retained earnings 

d)  It is obtained by subtracting expenses from the revenues 

 
36. Current assets are those assets which management intends to convert into cash or 

consume within: 

 
a)  The operating cycle 

b)  One year 

c)  The longer of operating cycle or one year 

d)  The shorter of operating cycle o r o ne year 

 
37. In preparing the statement of cash flows, how should non-cash investing/financing 

activities be reported? 

 
a)  In the financing activities section of the statement of cash flows 

b)  In a separate schedule accompanying the statement of cash flows 

c)  In the investing activities section of the statement o f cash flows 

d)  Should not to be reported 

 
38. Which one o f the following items are specifically included in the body of a statement of 

cash flows? 

 
a)  Operating and non- operating cash flow information 

b)  Conversion of debt to equity 

c)  Acquiring an asset through a capital leases 

d)  Purchasing a building by giving a mortgage to the seller 

 
39. Which of the following would be considered a cash-flow item from a "financing" 

activity? 

a)  A cash outflow to the government for taxes 

b)  A cash outflow to repurchase the firm's own common stock 

c)  A cash outflow to lenders as interest 

d)  A cash outflow to purchase bonds issued by another company 

 
40. Which of the following is NOT an example of cash equivalents? 

a)  Certificates of Deposit 

b)  Money market accounts 

c)  Money market mutual funds 

d)  Euro Bond 



 

41. Which of the following would NOT be considered a cash flow from “operating” 

activities? 

a)  Payments for the sale of loans 

b)  Interest received on loans 

c)  Tax payments 

d)  Payment of debt principle 

 
42. In the long run, a business must generate positive net cash flow from which of the 

following activities, if it is to survive? 

a)  Investing activities 

b)  Financing activities 

c)  Operating activities 

d)  Non cash activities 

 
43. The statement of cash flow does NOT assist investors, creditors and others in 

assessing such factors as: 

a)  The company’s ability to generate positive cash flows in future periods 

b)  The company’s ability to meet its obligations and to pay dividends 

c)  The company’s ability to forecast future losses 

d)  The company’s needs for external financing 

 
44. Which of the following should NOT be called “Sales”? 

a)  Goods sold for cash 

b)  Office fixtures sold 

c)  Goods sold on credit 

d)  Sale of item previously included in ‘Purchases’ 

 
45. An incorrect inventory balance would NOT cause an error in the calculation of 

a)  Cost of goods sold 

b)  Net income 

c)  Gross profit 

d)  Dividends 

 
46. Which of the following is NOT true about the specific identification method? 

a)  It requires a very detailed physical count 

b)  This method allows management to easily manipulate ending inventory cost 

c)  This method is very hard to use on interchangeable goods 

d)  This results in an overstated inventory account during the period of inflation 

 
47. In a periodic inventory system, when merchandise is purchased its cost is debited to 

account. 

a)  Inventory 

b)  Inventory expense 

c)  Purchases 

d)  Cost of goods sold 



 

48. Which of the following is NOT a financial asset? 

a)  Marketable securities 

b)  Receivables 

c)  Inventory 

d)  Short-term investments 
 

 
 

49. Which of the following would NOT represent the cash outflows for the business? 

a)  Purchase of building for cash 

b)  The sale of land for cash 

c)  Retirement of long term debt 

d)  The payment of cash for dividends 
 

 
 

50. Which of the following is a liquidity ratio? 

a)  Quick ratio 

b)  P/E- ratio 

c)  Inventory turnover 

d)  Equity multiplier 
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1.   Resident Person (Section 81) includes which of the following? 

a)  Resident Individual & Association of Persons 

b)  Resident Company 

c)  Federal Government 

d)  All of the given options 

2.   Which part of income is charged to tax of resident person under the income tax ordinance 

2001? 

a)  Pakistani source of income 

b)  Foreign source of income 

c)  Both Pakistan and foreign source of income 

d)  None of the given option 

3.   Which of the following is the general definition of tax? 

a)  Compulsory contribution of wealth by persons 

b)  Optional contribution of wealth by persons 

c)  Compulsory contribution of wealth by state 

d)  Optional contribution of wealth by state 

4.   Income is recorded when received and expenditure when paid', which one of the 

following accounting systems describe this statement? 

a)  Cash basis accounting system 

b)  Accrual basis accounting system 

c)  Both cash and accrual basis 

d)  None of the given options 

5.   Section 22(15) defines depreciable asset means: 

a)  Any tangible movable property 

b)  Any tangible immovable property (other than unimproved land) 

c)  Structural improvement to immovable property 

d)  All of the given options 

6.   Revision of return can be made on an application made by the tax payer relating to 

issuance of an exemption, by which of the following authorities? 

a)  Income Tax Officer 

b)  Assistant Controller of Income tax 

c)  Deputy Controller of Income tax 



d)  Regional Commissioner of Income tax 

7.   Appeal to CIT (appeals) shall be filed in which of the following manner? 

a)  On prescribed form 

b)  On plain paper 

c)  On stamped paper 

d)  Legal documents 

8.   Statutory Provident Fund is governed by which one of the following? 

a)  Finance Act 2006 

b)  Insurance Act 1969 

c)  Provident Funds Act 1925 

d)  Finance Bill 2007 

9.   Which of the following incomes are treated as agriculture income? 

a)  Agro based industry 

b)  Spontaneous forests 

c)  Interest received by a farmer on lending 

d)  Income from land situated in Pakistan used for agriculture 

10. Which of the following is the important content for calculating tax on income? 

a)  Taxable Income 

b)  Residential Status 

c)  Tax Year 

d)  All of the given options 

11. A depreciable asset has normal useful life of: 

a)  Six months 

b)  One year or more 

c)  Eleven months 

d)  None of the given options 

12. Which of the following days shall be counted as half day for the computation of 

residential status of an individual? 

a)  A Public Holiday 

b)  A day of sick leave 

c)  Any strike 

d)  None of the given options 

13. Special tax year is adopted after seeking approval from the    under section 

74(3). 

a)  Commissioner 

b)  Tax Officer 

c)  Appellate Tribunal 

d)  Supreme Court 

14. Any gain arising on the disposal of shares in a resident company belongs to which of the 

following? 



a)  Foreign source of income 

b)  Pakistan source income 

c)  Both Pakistan and foreign source of income 

d)  None of the given option 

15. Which of the following is NOT a “Person” as defined in Sec 2 (42) of the Income Tax 

Ordinance? 

a)  An Individual 

b)  The Federal Government 

c)  Public International Organization 

d)  None of the given option 

16. Which of the following is NOT the type of tax? 

a)  Direct taxes 

b)  Indirect Taxes 

c)  Value Added Taxes 

d)  Fees and Penalties 

17.  Which of the following is the Tax year available for salaried individual? 

a)  1st January to 31st December 

b)  1st July to 30th June 

c)  1st October to 30th September 

d)  1st September to 31st August 

18. Which of the following is the tax where the tax rate remained fixed to the amount on 

which the rate is applied increases? 

a)  Proportional tax 

b)  Progressive tax 

c)  Regressive tax 

d)  Corporate tax 
 

 

19. Which one of the following principles of tax emphasized, that the taxation policy should 

be designed in such a way to boost business atmosphere and the investment environment 

in the country? 

a)  Convenience 

b)  Judicious 

c)  Capacity to Pay 

d)  Business friendly 
 

 

20. Which of the following is tax, where the tax rate decreases as the amount to which the 

rate is applied increases? 

a)  Proportional tax 

b)  Progressive tax 

c)  Regressive tax 



d)  Corporate tax 

21.  (A / B) x C In the above formula for calculating tax credit under section 61 of the 

Income tax Ordinance 2001, A represents which of the following? 

Select correct option: 

a) Amount of Gross tax 

b) Person’s taxable income for the tax year 

c) Amount of exemption as per Ordinance 

d) Net Income Of the year 

22. Which part of the Income Tax Ordinance 2001 deals with Tax credits? 

Select correct option: 

a)  Chapter III Part VII 

b)  Chapter III Part VIII 

c)  Chapter III Part IX 

d)  Chapter III Part X 
 
 

23. Which of the following is NOT the type of tax? 

Select correct option: 

a)  Direct taxes 

b)  Indirect Taxes 

c)  Value Added Taxes 

d)  Fees and Penalties 

24. Profit on debt shall be Pakistan-source income if it is: 

Select correct option: 

a)  Paid by a resident person 

b)  Paid by the resident person from business carried on outside Pakistan through a 

permanent establishment 

c)  Paid by non-resident person 

d)  All of the given options 

25. Pension is defined in which of the following schedule of the Income Tax Ordinance 

2001? 

a)  2nd Schedule Part 1 Cl. (8) 

b)  2nd Schedule Part 1 Cl. (24) 

c)  2nd Schedule Part 2 Cl. (22) 

d)  1st Schedule of Part 2 Cl. (20) 

26. Which one of the following section defines ‘Income’ under the head Income from 

Business section 18? 

a)  Section 2(9) 

b) Section 2(29) 

c) Section 75 

d) Section 2(15) 



27.  Which of the following is included in the assessment order by commissioner? 

a)  Taxable Income 

b)  Tax Due 

c)  Amount of Tax Paid 

d)  All of the given options 

28. In Sales Tax Act "Zero - rated supply" means a taxable supply which is charged to tax at 

the rate of zero per cent define under 

a)   Section 4 

b)   Section 5 

c)   Section 6 

d)   Section 22 

29. A retailer whose value of supplies in any period during the last twelve months ending any 

tax period exceeds   are required to be registered under the Sales Tax Act 1990; 

a)  Forty million rupees 

b)  Twenty million rupees 

c)  Ten million rupees 

d)  Five million rupees 

30. Which one of the following section deals with intangibles? 

a)  Section 22 

b)  Section 24 

c)  Section 222 

d)  Section 242 

31. Which of the following section deal with tax treatment of person who is a cultivator or 

receiver of agricultural produce as rent-in-kind in the business of cultivator? 

a)  Rule 11 of the IT Rule 2002 

b)  Section 40 of the Income Tax Ordinance 2001 

c)  Section 41 of the Income Tax Ordinance 2001 

d)  Section 42 of the Income Tax Ordinance 2001 

32. Land revenue rent (Lagan) is received by which of the following authority? 

a)  High Court 

b)  Supreme Court 

c)  Income Tax Department 

d)  Provincial Government 

33. Recognized provident fund is recognized by 

a)  Income tax officer 

b)  Central board of revenue 

c)  Commissioner of income tax 

d)  High court 

34.  Which one of the following is main difference between the tax and fee? 

a)  Imposing authority 



b)  Applied Rates 

c)  Entitlement of Counter benefit 

d)  Mode of payment 

35. Members of income tax appellate tribunal are appointed by which of the following 

authorities? 

a)  Provincial Government 

b)  Income Tax Department 

c)  Federal Government 

d)  Judicial Commission 

36. Statutory provident fund is also known as: 

a)  Recognized provident fund 

b)  Unrecognized provident fund 

c)  Government provident fund 

d)  None of the given options 

37. Which one of the following specifies the rates of depreciation? 

a)  Part I of 3rd schedule 

b)   Part II of 3rd schedule 

c)  Part III of 3rd schedule 

d)  None of the given options 

38. Total income of a person for a tax year shall be the sum of the person’s income under 

which of the following head? 

a)  Only Income from salary 

b)  Only Income from Business 

c)  Only Income from Property 

d)  All of the given options 

39. Which of the following is similar to the concept of clubbing of Incomes? 

a)  Unification only two heads of Income 

b)  Association of two or more heads of Income 

c)  Splitting up of only two heads of Income 

d)  Division of two or more than two heads of Income 

40. Pride of performance awarded by President is exempt from tax. Under which section it is 

treated in Income Tax ordinance 2001? 

a)  Section 40 

b)  Section 41 

c)  Section 45 

d)  Section 46 

41. Which of the following tax is payable on merchandise imported or exported from one 

country to another? 

a)  Custom duty 

b)  Income tax 



c)  Sales tax 

d)  Wealth tax 

42. Which of the following is an example of Lump sum receipt? 

a)  Pension 

b)  Golden shake hand 

c)  Provident fund 

d)  All of the given options 

43. Income from lease of tangible movable property is chargeable to tax under 

a)  Income from property 

b)  Income from other sources 

c)  Income from business 

d)  Income from capital gains 

44. In the normal circumstances on which of the following tax is charged? 

a)  Gross Receipt 

b)  Total Income 

c)  Taxable Income 

d)  Gross Income 

45. Approval of Gratuity fund can be withdrawn on which of the following grounds? 

a)  On the expiry of time period 

b)  On the death of the employee 

c)  On the malfunctioning of the trust 

d)  On the death of trustee 

46. In a tax   you give information about what you earn every year. 

a)  Return 

b)  Statement 

c)  Sheet 

d)  Report 

47.  What is the tax treatment of any profit on the US Dollar Bonds purchased by the 

nonresident person before December 1999 under clause 82 of the Second Schedule? 

a)  Wholly taxable 

b)  Wholly exempt 

c)  Partly taxable 

d)  Not mention in second schedule 

48.  Section 2 of Income Tax Ordinance 2001 defined: “Appellate Tribunal means the 

Appellate Tribunal established under section 130” In which criteria the above definition 

falls? 

a)  Exclusive definition 

b)  Inclusive definition 

c)  Both Exclusive and Inclusive definitions 

d)  Statutory definition 



49. It is mandatory for each Company to maintain its books of accounts on which of the 

following methods? 

a)  Cash basis 

b)  Accrual basis 

c)  Both cash and accrual basis 

d)  Free to choose any kind of base 

50. MTS stands for which of the following? 

a)  Minimum time scale 

b)  Minimum transfer Salary 

c)  Maximum time scale 

d)  Maximum transfer Salary 
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1.   Which of the following is likely to be correct for a company which invests in projects 

with Positive NPV? 

a)  Company’s EVA (Economic Value Added) rises by the same value 

b)  Company’s MVA (Market Value Added) or market value rises 

c)  Company Shareholders’ Wealth rises 

d)  All of the given options 
 
 

2.   If the marginal reduction in order costs exceeds the marginal carrying cost of inventory, 

then what should be done by the firm? 

a)  The firm has minimized its total carrying costs 

b)  The firm should increase its order size 

c)  The firm should decrease its order size 

d)  The firm has maximized its order costs 
 

 

3.   Which of the following is as EBIT? 

a)  Funds provided by operations 

b)  Earnings before taxes 

c)  Net income 

d)  Operating profit 
 
 

4.   Security market line gives the relationship between    and   . 

a)  Market risk and the required return 

b)  Systematic risk and the required return 

c)  Non-diversified risk and the required return 

d)  A&B 
 

 

5.   All of the following are the reasons for Uncertain NPV calculations EXCEPT: 

a)  Estimated discount rate does not change with the markets 

b)  Estimated Life of project is doubtful 

c)  Annual after-tax cash flows are difficult to estimate 

d)  Timing of cash flows is not exactly predictable 

http://www.vuzs.net/vuzs.net


6.   An investment proposal should be judged in whether or not it provides: 

a)  A return equal to the return require by the investor 

b)  A return more than required by investor 

c)  A return less than required by investor 

d)  A return equal to or more than required 
 

 

7.   Which of the following is type a Temporary Account? 

a)  Asset 

b) Liability 

c) Reserves 

d)  Revenue 
 

 

8.   Which of the following is TRUE about IRR (Internal Rate of Return)? 

a)  It changes for each and every year over the life of the project 

b)  It remains same for each and every year over the life of project 

c)  It increases over the life of the project 

d)  It decreases over the life of the project 
 
 

 
9.   The risk that covers events like unexpected changes in the economy refers to: 

a)  Systematic risk 

b)  Unsystematic risk 

c)  Total risk 

d)  All of the above 
 
 

10. Which of the following is the general assumption of Percent of Sales Forecasting? 

a)  Current Assets usually grow in proportion to Revenues 

b)  Current Assets usually grow in proportion to Expenses 

c)  Current Assets usually grow in proportion to Liabilities 

d)  Current Assets usually grow in proportion to Sales 
 

 

11. In 2 years you are to receive Rs.10,000. If the interest rate were to suddenly decrease, the 

present value of that future amount to you would   . 

a)  Fall 

b)  Rise 

c)  Remain unchanged 

d)  Incomplete information 
 

 

12. Effective interest rate is different from nominal rate of interest because: 

a)  Nominal interest rate ignores compounding 



b)  Nominal interest rate includes frequency of compounding 

c)  Periodic interest rate ignores the effect of inflation 

d)  All of the given options 
 
 

13. Which of the following would generally have unlimited liability? 

a)  A limited partner in a partnership 

b)  A shareholder in a corporation 

c)  The owner of a sole proprietorship 

d)  A member in a limited liability company (LLC) 
 

 

14. Why we need Capital rationing? 

a)  Because, there are not enough positive NPV projects 

b)  Because, companies do not always have access to all of the funds they could 

make use of 

c)  Because, managers find it difficult to decide how to fund projects 

d)  Because, banks require very high returns on projects 
 

 

15. Which of the following refers to a highly competitive market where good business ideas 

are taken up immediately? 

a)  Capital market 

b)  Efficient market 

c)  Money market 

d)  Real asset market 
 
 

16. What is the most important criteria in capital budgeting? 

a)  Return on investment 

b)  Profitability index 

c)  Net present value 

d)  Payback period 
 

 

17. In the breakeven formula, Price - Variable Cost is called the  _. 

a)  Breakeven point 

b)  Leverage 

c)  Contribution Margin 

d)  None of the above 
 

 

18. Which of the following types of firms may operate with high operating leverage? 

a)  A doctor's office 

b)  An auto manufacturing facility 

c)  A mental health clinic 



d)  None of the above would have high operating leverage 
 

 

19. The    is the percentage change in operating income that results 

from a percentage change in sales. 

a)  Degree of financial leverage 

b)  Breakeven point 

c)  Degree of operating leverage 

d)  Degree of combined leverage 
 

 

20. If interest expenses for a firm rise, we know that firm has taken on more 

  . 

a)  Financial Leverage 

b)  Operating leverage 

c)  Fixed assets 

d)  None of the above 
 
 

21. The   is the percentage change in earnings per share that results from a 

percentage change in operating income. 

a)  Degree of combined leverage 

b)  Degree of financial Leverage 

c)  Breakeven point 

d)  Degree of operating leverage 
 

 

22. Combined leverage is the percentage change in relationship between sales and 

  . 

a)  Operating income 

b)  Operating leverage 

c)  Earning per Share 

d)  Breakeven point 
 

 

23. A highly leveraged firm is    risky than its peers. 

a)  Less 

b)  More 

c)  The same 

d)  None of the above 
 
 

24. Working capital management involves the financing and management of the    

assets of the firm. 

a)  Fixed 

b)  Total 



d)  None of the above  

c)  Current 

d)  None of the above 
 
 

 
25. If you win the lottery and you choose to have your proceeds distributed to you over a 

twenty-year time period, with the first payment coming to you one year from today, 

which calculation would you use to calculate the worth of those proceeds to you today? 

a)  Future value of a lump sum 

b)  Future value of an annuity 

c)  Present value of a lump sum 

d)  Present value of annuity 

26. In valuing a financial asset, you use these variables: 

a)  Present value of future cash flows 

b)  Discount rate 

c)  Required rate of return 

d)  All of the above 
 

 

27. The principal amount of a bond at issue is called: 

a)  Par value 

b)  Coupon value 

c)  Present value of an annuity 

d)  Present value of a lump sum 
 

 

28. If a bond's value rises above its par value during its life, interest rates have: 

a)  Gone up 

b)  Gone Down 

c)  Stayed the same 

d)  There is no correlation with interest rates 
 
 

29. The basic "rent" that you are charged when you borrow money is called: 

a)  Inflation premium 

b)  Risk premium 

c)  Real rate of return 

d)  None of the above 
 

 

30. As time to maturity draws near, a bond's value approaches: 

a)  Zero 

b)  Par 

c)  The coupon payment 



 

 
31. One characteristic of preferred stock is that: 

a)  It has no maturity date 

b)  It is a hybrid security with characteristics of both common stock and debt 

c)  It pays a fixed dividend payment 

d)  All of the above 
 
 

32. Common stock that has no growth in dividends is valued as if it were: 

a)  Preferred stock 

b)  A bond 

c)  An option 

d)  None of the above 
 

 

33. A high price/earnings ratio usually indicates that a firm is a: 

a)  Value stock 

b)  Growth Stock 

c)  Convertible security 

d)  Constant security 
 

 

34. A low price/earnings ratio usually means that a firm: 

a)  Is a growth stock 

b)  Has positive expectations for the future 

c)  Is a mature firm 

d)  Is doomed in the marketplace. 
 
 

35. The premium to compensate an investor for the eroding effect of rising prices is called 

the: 

a)  Risk premium 

b)  Inflation Premium 

c)  Real rate of return 

d)  None of the above 
 

 

36. A firm's cost of capital is the: 

a)  Cost of borrowing money 

b)  Cost of issuing stock 

c)  Cost of bonds 

d)  Overall cost of financing to the firm 
 

 

37. The cost of preferred stock is usually more than the cost of debt because of: 

a)  Low dividends 



d)  None of the above  

b)  Tax deductibility of interest payments on debt 

c)  High stock price 

d)  None of the above 
 
 

38. The cost of issuing new stock is called: 

a)  The cost of equity 

b)  Flotation Costs 

c)  Marginal cost of capital 

d)  None of the above 
 

 

39. The most expensive source of financing for a firm is: 

a)  Debt 

b)  Preferred stock 

c)  Retained earnings 

d)  New Common Stock 
 
 

40. The cost of capital at the retained earnings breakpoint is the: 

a)  Weighted average cost of capital 

b)  Marginal cost of capital 

c)  Cost of new stock 

d)  None of the above 
 

 

41. The cost of each component of a firm's capital structure multiplied by its weight in the 

capital structure is called the: 

a)  Marginal cost of capital 

b)  Cost of debt 

c)  Weighted average cost of Capital 

d)  None of the above 
 

 

42. When establishing their optimal capital structure, firms should strive to: 

a)  Minimize the weighted average cost of capital 

b)  Minimize the amount of debt financing used 

c)  Maximize the marginal cost of capital 

d)  None of the above 
 

 

43. The overall cost of financing for the firm is called the: 

a)  Weighted Average cost of capital 

b)  Cost of preferred stock 

c)  Retained earnings breakpoint 



 

 
44. Which of the following capital budgeting methods focuses on firm liquidity? 

a)  Payback Method 

b)  Net present value 

c)  Internal rate of return 

d)  None of the above 
 
 

45. When faced with mutually exclusive option, which project should be accepted under the 

payback method? 

a)  The one with the longest payback period. 

b)  The one with the shortest Payback period. 

c)  It doesn’t matter because the payback method is not theoretically correct 

d)  None of the above. 
 
 

 
46. Which of the following capital budgeting methods states the return of a project as a 

percentage? 

a)  Payback period 

b)  Net present value 

c)  Internal Rate of Return 

d)  None of the above 
 

 

47. The component of the risk-adjusted discount rate that is derived from the risk of Treasury 

securities is: 

a)  Risk premium 

b)  Cost of capital 

c)  Call premium 

d)  Risk Free rate 
 

 

48. The component of the risk-adjusted discount rate that compensates the investor for 

holding risky assets is the: 

a)  Risk-free rate 

b)  Cost of capital 

c)  Risk Premium 

d)  None of the above 
 
 

49. The standard deviation measures: 

a)  Portfolio risk 

b)  The risk of an individual Security 

c)  The risk of two securities, with different expected returns, compared to each other 



 

d)  None of the above 
 

 

50. Coefficient of variation measures: 

a)  Portfolio risk 

b)  The risk of an individual security 

c)  The degree of risk per unit of expected return 

d)  None of the above 
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1.   Circular letters are used: 

a)  To send information to two people. 

b)  To send the same information to a number of people. 

c)  To communicate to other company. 

d)  To send information inside a company. 

2.   Complaint letter should be called----------------. 
 
 

a)  Persuasive letters 

b)  Claim letter 

c)  Inquiry letters 

d)  Sales letters 
 

 

3.   Letter refusing adjustment is written when: 
 

 

a)  The buyer is at fault. 

b)  The seller is at fault. 

c)  When the third party is at fault. 

d)  When nobody is at fault. 

4.   Task force is ------------- after solving a specific problem, assigned to them. 

a)  Engaged to other problems. 

b)  Disbanded. 

c)  Engaged to routine work 

d)  Sent on leave 
 

 

5.   Classification of Report is: 
 
 

a)  Informal reports, Short reports 

b)  Formal reports ,Long report 

c)  Formal or Informal reports , Short or Long Reports 

d)  Informal repots, Long repots 



 

 
6.   Which writing style characterizes the memos? 

 
 

a)  Informal 

b)  Formal 

c)  Impersonal tone. 

d)  Neutral 

 

7.   - ----------- letter is the reply to complaint. 

a)  Adjustment 

b)  An inquiry 

c)  Collection 

d)  Sales 
 

 

8.   In claim letter the initial statement should contain: 
 

 

a)  Good news. 

b)  Bad news. 

c)  Mixed news 

d)  Ambiguous 

9.   In circular letters personal interest is created by using the word -----------------. 

a)  You 

b)  Our customers 

c)  Every body 

d)  Dear customers 
 

 

10.   Minutes, which tell more of the 'story of what happened and who said what at a meeting 

are? 
 

 

a)  Resolution minutes 

b)  Narrative minutes 

c)  Formal minutes 

d)  Informal minutes 
 

 

11. Another name of a synopsis is: 



 

a)  Report 

b)  Letter 

c)  Abstract 

d)  Text 
 

 

12. -----------are routine reports prepared at regular time interval-daily, weekly, monthly 

quarterly or annually. 
 

 

a)  Periodic Reports 

b)  Formal Reports 

c)  Progress Reports 

d)  Conference Reports 
 

 

13. Solicited Sales letters are written: 
 
 

a)  In response to an inquiry. 

b)  To sell a product or service. 

c)  To persuade buyer to buy a product. 

d)  To increase marketing of a product. 

14. There are -------- kinds of Sales letters. 

a)  Three 

b)  Four 

c)  Two 

d)  Five 
 

 

15. Collection letter should be written with the assumption that most of the people will: 
 
 

a)  Pay. 

b)  Ignore. 

c)  Not pay. 

d)  Delay 
 

 

16. Reports, which show "progress," accomplishments, or activities over time or at a given 

stage of a major assignment are known as -------------. 
 

 

a)  Periodic Reports 

b)  Conference Reports 

c)  Progress Reports 



 

d)  Feasibility report 
 

 

17. The role of the Chairman as a Committee Member is: 
 
 

a)  To monitor the financial activities 

b)  To coordinate the work of the committee. Leader, guide, umpire etc 

c)  To carry out the administrative work of the committee 

d)  To communicate positively. 
 

 

18.  Selecting some details and omitting others is a process called: 
 
 

a)  Abstracting 

b)  Extracting 

c)  Attracting 

d)  Fascinating 
 

 

19. A receiver’s attitude towards a message can determine whether it is: 
 

 

a)  Accepted 

b)  Rejected 

c)  Accepted or rejected 

d)  Mixed response 
 
 

 
20. Personal space varies according to: 

 

 

a)  Situation 

b)  Culture, status 

c)  Medium 

d)  Channel 
 

 

21.   If you have bad news, how can you begin your message? 
 
 

a)  With buttering. 

b)  With flattery. 

c)  With buffer 

d)  With confidence 
 

 

22.  In order to understand verbal and nonverbal communication which of the following 

things should we do? 



 

 
a)  Accept cultural differences 

b)  Studying your own culture 

c)  Learn about other cultures 

d)  All of the above 
 

 

23. Before writing a message, which of the following steps are necessary for effective 

communication? 
 

 

a)  Define the purpose of the message. 

b)  Analyze your audience – readers or listeners, outline – organize – your message. 

c)  Choose the ideas to include, collect all the facts to back up these ideas. 

d)  All of the above 
 

 

24.  Which one of the followings is the most important for a successful message? 
 
 

a)  Feedback 

b)  Sender 

c)  Message 

d)  Medium 
 

 

25. Which of the following parts are related to business letters? 
 

 

a)  Heading 

b)  Date 

c)  Inside address, salutation 

d)  All of the above 
 
 

26. AIDA plan stands for: 
 

 

a)  Attention, Interest, Desire, Action 

b)  Authority, Interest, Disclose, Accuracy 

c)  Accuracy, Internal, Diction, Attention 

d)  Action, Interest, Desire, Authority 
 

 

27.  This format is considered to be the most modern. All essential parts in this form are 

started from the left-hand margin. Open punctuation should be used in this form. This 

form saves time more than any other form. Match the above with one of the followings: 
 

 

a)  The Block-form / Modified – Block 



 

b)  Full-Block 

c)  The Semi-Block 

d)  AMS (Administrative Management Society) 
 
 

28. Before writing a message, which of the following steps are necessary for effective 

communication? 
 

 

a)  Define the purpose of the message. 

b)  Analyze your audience – readers or listeners, outline – organize – your message. 

c)  Choose the ideas to include, collect all the facts to back up these ideas. 

d)  All of the above 
 
 

29.  In order to understand verbal and nonverbal communication which of the following 

things should we do? 
 

 

a)  Accept cultural differences 

b)  Studying your own culture 

c)  Learn about other cultures 

d)  All of the above 
 

 

30.  It refers to the behavioral characteristic, typical of a group, it can be defined as all the 

ways of life including arts, beliefs and institutions of a population that are passed down 

from generation to generation.  Match this statement with one of the following concepts: 
 

 

a)  Culture 

b)  Communication 

c)  Social lag 

d)  Norms 
 
 

31.  They maintain friendly, pleasant relations with you, regardless, whether you agree with 

them or not. Good communicators command your respond and goodwill. You are willing 

to work with them again, despite their differences.  Match the above statement with one 

of the followings: 
 

 

a)  Precision 

b)  Credibility 

c)  Control 

d)  Congeniality 
 

 

32.  Intensity (loud/soft); pitch height (high/low) represent which one of the followings: 



a)  Vocal characterizers  

 

b)  Vocal Qualifiers 

c)  Vocal Segregates 

d)  Vocal barriers 
 

 

33.  Barriers caused by your own physical appearance, your audience, or the context of the 

document or the presentation are called: 

a)  Semantic barriers (Convention of meaning) 

b)  Physical Barrier 

c)  Psychological barriers 

d)  Barriers involving values attitudes etc 
 

 

34.  It means that for a Company to survive, it must establish markets not only in its own 

country but also in many foreign countries. Thus employees must understand other 

cultures as well as their own country’s ethnic diversity. Match this statement with one of 

the following concepts: 
 

 

a)  Globalization 

b)  Marketing 

c)  Communication 

d)  Americanism 
 

 

35. Sometimes an extra message is added at the end of a letter. It may be something 

important or some personal comment. This is called----------------------------------. 
 

 

a)  Enclosure(s) 

b)  Copy notation 

c)  Postscript 

d)  Attention line 
 

 

36. This form is named so because inside address, salutation and paragraphs are blocked not 

indented in this form. If plain paper is being used, heading, date, complimentary close 

and signature are typewritten at the horizontal centre of the page. They are placed so that 

they end near the right hand margin.  Match the above with one of the followings: 
 

 

a)  The Block- form/ Modified-block 

b)  Full-Block 

c)  The Semi-Block 

d)  AMS (Administrative Management Society) 



37. Memo is the short form of:  

 

 

 

a)  Memorandum 

b)  Memory 

c)  Memorial 

d)  Momentum 
 
 

38.  Communication has an ancient foundation and its roots go back to the time of Greeks, 

this is called: 
 

 

a)  Oral communication 

b)  Written communication 

c)  Non-verbal communication 

d)  Inactive communication 

39.  ------------------ machine scans a printed page, converts it to a signal, and transmits it. 

a)  A Facsimile 

b)  A Photocopy 

c)  An Electronic 

d)  A Printer 
 

 

40. A message of congratulation or commendation is much like the message of: 
 
 

a)  Condolence 

b)  Appreciation 

c)  Refusal 

d)  Acceptance 
 

 

41.  An exchange of information within an organization is called: 
 
 

a)  Internal communication 

b)  External communication 

c)  Horizontal communication 

d)  Vertical communication 
 

 

42.  A machine scans a printed page, converts it to a signal, and transmits the signal over a 

telephone line to a receiving machine. Although they have been available for many years, 

until recently they were slow and expensive. These are called: 



a)  Groupware  

 

b)  Teleconferencing 

c)  Faxes 

d)  Voice Mail 
 

 

43. AIDA plan stands for: 
 
 

a)  Attention, Interest, Desire, Action 

b)  Authority, Interest, Disclose, Accuracy 

c)  Accuracy, Internal, Diction, Attention 

d)  Action, Interest, Desire, Authority 
 

 

44. It means that a message is specific, definite and vivid. If a message lacks these qualities, 

it will be vague and general. For this purpose, denotative words will be used instead of 

connotative words. Match this statement with one of the following principles of 

communication: 
 

 

a)  Clarity 

b)  Conciseness 

c)  Consideration 

d)  Concreteness 
 

 

45. All seven C’s can be applied to: 
 
 

a)  Oral communication 

b)  Written and non verbal communication 

c)  Oral and  verbal communication 

d)  Effective business communication 
 

 

46. Which one of the following components does not make up an email system? 
 
 

a)  Users 

b)  Messages and protocols 

c)  Senders’ and Recipients’ Addresses 

d)  Audio Conference 
 
 

47. Which of the following is not an aspect of a buffer? 
 

 

a)  Agreement 



 

 

b)  Appreciation 

c)  Assurance 

d)  Conflict 
 
 

48. When the company thinks your audience will be interested in what you have to say or 

willing to cooperate, it usually opts for: 

a)  Indirect approach 

b)  Direct approach 

c)  Neutral approach 

d)  Modern approach 
 
 

49. A contract of selling and purchasing services is called: 
 

 

a)  A credit letter 

b)  A collection letter 

c)  An order letter 

d)  A sales letter 
 

 

50. While sending the message, and receiving a feedback. You are   
 

 

a)  Decoder 

b)  Encoder 

c)  Encoder and decoder 

d)  Initiator 
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1.  Which of the following terms refers to the process of evaluating an employee's current 

and/or past performance relative to his or her performance standards? 

a)  Recruitment 

b)  Employee selection 

c)  Performance appraisal 

d)  Employee orientation 
 

 

2.  The primary purpose of providing employees with feedback during a performance 

appraisal is to motivate employees to   . 

a)  Apply for managerial positions 

b)  Remove any performance deficiencies 

c)  Revise their performance standards 

d)  Enroll in work-related training programs 
 

 

3.  Which of the following is NOT one of the recommended guidelines for setting effective 

employee goals? 

a)  Assigning specific goals 

b)  Assigning measurable goals 

c)  Assigning challenging but doable goals 

d)  Administering consequences for failure to meet goals 
 
 

4.  SMART goals are best described as   . 

a)  Specific, measurable, attainable, relevant, and timely 

b)  Straightforward, meaningful, accessible, real, and tested 

c)  Strategic, moderate, achievable, relevant, and timely 

d)  Specific, measurable, achievable, relevant, and tested 
 

 

5.  All of the following are reasons for appraising an employee's performance EXCEPT 

  . 

a)  Assisting with career planning 

b)  Correcting any work-related deficiencies 

c)  Creating an organizational strategy map 



 

 

d)  Determining appropriate salary and bonuses 
 

 

6.  In most organizations, which of the following is primarily responsible for appraising an 

employee's performance? 

a)  Employee's direct supervisor 

b)  Company appraiser 

c)  Human resources manager 

d)  Employee's subordinates 
 

 

7.  Which component of performance management refers to communicating a firm's higher- 

level goals throughout the organization and then translating them into departmental and 

individual goals? 

a)  Role clarification 

b)  Goal alignment 

c)  Performance monitoring 

d)  Direction sharing 
 

 

8.  Which of the following is a term that concerns with the development of the employees so 

that they may take immediate decision without resorting or waiting for the orders of the 

superiors? 

a)  Empowerment 

b)  Centralization 

c)  Fringe Benefits 

d)  None of the above 
 
 

9.  If a company is employing the fresh graduates as well as the professional experts, the 

management is said to be enhancing   . 

a)  Stereotyping 

b)  Variety 

c)  Diversity 

d)  Uniformity 
 
 

10. HR managers are generally 

a)  Staff managers. 

b)  Line manager 

c)  Operational manager 

d)  Top executive 
 

 

11. Which of the following is the function performed by the line managers? 

a)  Line functions 



 

 

b)  Coordinative functions 

c)  Some staff functions 

d)  All of the given 
 
 

12. Shifting from manual to computerized system is resulted due to; 

a)  Workforce diversity 

b)  Technological advancement 

c)  Stake holder’s involvement 

d)  Globalization 

13.      is the process of acquiring, training, appraising and compensating 

employees, attending to their labor relations, health and safety and fairness concerns. 

a)  Labor Relations 

b)  Organizational Behavior 

c)  Human Resource Management 

d)  Organizational Health and Safety Management 
 
 

14. Which of these refers to the temporary, part-time and self-employed workers? 

a)  Internal labor force 

b)  Contingent work force 

c)  High-performance work systems 

d)  Downsized employees 
 

 

15. Which basic function of management includes delegating authority to subordinates and 

establishing channels of communication? 

a)  Planning 

b)  Organizing 

c)  Leading 

d)  Staffing 
 
 

16.      is the right to make decisions, to direct the work of others and to give orders. 

a)  Leadership 

b)  Authority 

c)  Delegation 

d)  Management 
 

 

17. Which of the following is considered a qualitative approach to job analysis? 

a)  Position analysis questionnaire 

b)  Interviews 

c)  Department of Labor approach 



 

 

d)  Functional job analysis 
 

 

18. Which are the 3 basic sets of skills, managers should possess? 

a)  Technical, interpersonal, conceptual 

b)  Human, conceptual, interpersonal 

c)  Interpersonal, technical, human 

d)  Technical, professional, mechanical 
 
 

19. Which of the following statement describes human resource management in an 

organizational setting? 

a)  It includes management of machines, materials, money and credit 

b)  It consists of a process of promoting, selling, and distributing products or 

services 

c)  It tries to match an organization’s needs to the skills and abilities of its 

employees 

d)  It includes interlocking functions of formulating corporate-policy and its 

implementation 
 

 

20. Main source of creating difference among organizations is: 

a)  Human resource 

b)  Physical resources 

c)  Modern technology 

d)  Heavy budgets 
 

 

21. Which of the following is NOT considered as a typical responsibility for the HRM 

department? 

a)  Publishing a new vacancy in news papers 

b)  Recruiting best candidates from the pool of applicant 

c)  Training employees to perform efficiently and effectively 

d)  Obtaining on-going feedback from the marketplace 
 

 

22. Impact of individuals' behavior in an organization is studied under: 

a)  Organizational culture 

b)  Organizational norms 

c)  Organizational behavior 

d)  Organizational rules 
 

 

23. Within an Organizations people work: 

a)  Individually 

b)  In hierarchy 



 

 

c)  Separately 

d)  Independently 
 
 

24. Negative reaction of men for the career development of women is an Example of 

a)  Biasness 

b)  Backlash 

c)  Resentment 

d)  Backlash and discrimination 
 

 

25. Career counseling is included in which of the functions of HRM? 

a)  Compensation & benefits 

b)  Planning and selections 

c)  Training & development 

d)  Maintaining HRIS 
 
 

26. Studying organizational behavior helps managers: 

a)  To see the value of workforce diversity 

b)  To analyze the efficiency of organization 

c)  To analyze the efficiency of organization 

d)  To become more effective in society 
 

 

27. The process of pursuing an inclusive culture where newcomers feel welcomed by existing 

employees and everyone sees the value of his or her job, is termed as: 

a)  Management of uniformity 

b)  Variety management 

c)  Managing stereotypes 

d)  Diversity management 
 
 

28. Individual's behavior comprises of: 

a)  Heritage 

b)  Perception 

c)  Emotions 

d)  All of the given options 
 

 

29. Under which of the following category managers are always said to be some one's boss? 

a)  Staff 

b)  Line 

c)  Functional 

d)  Operational 



 

 

30. The general goal of QWL program is 

a)  Satisfy the employee needs 

b)  Employee Retention 

c)  Making workplace more pleasant 

d)  All of given option 
 

 

31. Which of the following skill/s is/are required for an effective team? 

a)  Problem-solving skills 

b)  Technical skills 

c)  Interpersonal skills 

d)  All of the given options 
 
 

32. Which performance appraisal technique lists traits and a range of performance? 

a)  Alternation ranking 

b)  Graphic rating scale 

c)  Management By Objective 

d)  Paired comparison 
 

 

33. Which of the following is part of an employee’s role in his or her own career 

development? 

a)  Providing timely performance feedback 

b)  Participating in career development discussions 

c)  Establishing goals and career plans 

d)  Offering a variety of career options 
 
 

34. Which of the following method includes the exchange of information between 

organizational member & the applicant through a goal-oriented conversation? 

a)  Counseling simulations 

b)  Vocational interest test 

c)  Role playing 

d)  Employment interview 
 
 

35. If the workforce of an organization represents true proportion of the community sectors in 

all its job classifications, it represents the   of its affirmative 

action. 

a)  Performance 

b)  Gaps 

c)  Effectiveness 

d)  Discrepancies 



 

 

36. Studying organizational behavior helps managers: 

a)  To see the value of workforce diversity 

b)  To analyze the efficiency of organization 

c)  To analyze the efficiency of organization 

d)  To become more effective in society 
 

 

37. If a company is employing the fresh graduates as well as the professional experts, the 

management is said to be enhancing   . 

a)  Stereotyping 

b)  Variety 

c)  Diversity 

d)  Uniformity 
 

 

38. The cognitive component consists of a person’s: 

a)  Emotions 

b)  Knowledge 

c)  Attitude 

d)  Feelings 
 
 

39. Which of the given term is used to represent the segments of jobs held by an individual 

throughout his/her life time? 

a)  Responsibility 

b)  Career 

c)  Occupation 

d)  Position 
 

 

40. Which of the following information is NOT collected through observation method while 

conducting job analysis? 

a)  Who is monitoring the task? 

b)  What task has done? 

c)  How task has done? 

d)  How long a task has taken to complete? 
 
 

41. What is another term used for 360-degree feedback? 

a)  Feedback loop 

b)  Multi-source assessment 

c)  Upward reporting 

d)  Round communication 
 

 

42. Which one of the following is an outcome of 'organizing' function of management? 



 

 

a)  Organization’s strategy 

b)  Motivation & commitment 

c)  Organization’s structure 

d)  Performance measurement 
 

 

43. Which of the following is a stated outcome of 'Job Analysis'? 

a)  Job description 

b)  Job specification 

c)  Job evaluation 

d)  All of the given options 
 
 

44. Which of the following is MOST important to manage workforce diversity? 

a)  Lower cohesiveness 

b)  Support group 

c)  Top-level commitment 

d)  Resistance to change 
 

 

45. Training to the raters of performance appraisal is an important responsibility of: 

a)  Top management 

b)  HR department 

c)  Line managers 

d)  Production department 
 

 

46. Graphic rating scales are subjected to all of the following problems, EXCEPT: 

a)  Halo effects 

b)  Complexity 

c)  Central tendency 

d)  Leniency 
 

 

47. Which of the following is responsible for implementing the developed strategies? 

a)  Human resource 

b)  Physical resource 

c)  Rules & policies 

d)  Installed equipment 
 

 

48. In which of the following area organizations are legally bound to maintain consistency in 

HR policies? 

a)  Compensation system 

b)  Training & development 

c)  Safety measures 



 

 

d)  None of the given options 
 

 

49. How can companies provide career counseling, development advice, and therapy for 

employees seeking to grow in their careers? 

a)  Provide career coaches 

b)  Encourage role reversal 

c)  Establish a corporate campus 

d)  Offer online career centers 
 

 

50. Human Resource departments serve a strategic role in most organizations because: 

a)  Today's organizations are instituting HR practices aimed at gaining competitive 

advantage through their employees. 

b)  Human Resource departments handle downsizing and layoff processes. 

c)  Globalization has reduced competition. 

d)  The workforce is becoming less diverse. 
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1.   The main difference between the profit center and investment center is: 

a)  Decision making 

b)  Revenue generation 

c)  Cost incurrence 

d)  Investment 

2.   The Economic Order Quantity is the amount of inventory to be ordered at one time for 

purpose to minimize: 

a)  Conversion cost 

b)  FOH cost 

c)  Inventory cost 

d)  Prime cost 

3.   Financial managers use which of the following to plan for monthly financing needs? 

a)  Capital budget 

b)  Cash budget 

c)  Income Statement budget 

d)  Selling & administrative expenses budget 

4.   Which of the following sentences is the best description of zero-base budgeting? 

a)  Zero-base budgeting is a technique applied in government budgeting in order to 

have a neutral effect on policy issues 

b)  Zero-base budgeting requires a completely clean sheet of paper every year, on 

which each part of the organization must justify the budget it requires 

c)  Zero-base budgeting starts with the figures of the previous period and assumes a 

zero rate of change 

d)  Zero based budgeting is an alternative name of flexible budget 

5.   In a make or buy situation with no limiting factors, which of the following would be the 

relevant costs for the decision? 

a)  Opportunity costs 

b)  Differential costs between the two options 

c)  Sunk costs 

d)  Implied costs 

6.   What is the starting point of variable cost line on a break even chart at zero production 

level? 



 

 

a)  It must start from origin 

b)  It might start from origin 

c)  It does not start from origin 

d)  None of the given options 
 

 

7.   Which of the following is NOT the type of a functional budget? 

a)  Sales Budget 

b)  Raw material budget 

c)  Direct labour budget 

d)  Cash budget 

8.   Which of the following must be required for the preparation of Production cost budget? 

a)  Sales in rupees 

b)  Cash budget 

c)  Flexible budget 

d)  Functional budget 

9.   Which of the following budget includes an item of indirect material cost? 

a)  FOH cost budget 

b)  Direct labor cost budget 

c)  Direct material cost budget 

d)  None of the given options 

10. Which of the following statement is TRUE about opportunity cost? 

a)  It is irrelevant to decision making 

b)  It is always a sunk cost 

c)  It is always a historical cost 

d)  It is relevant to decision making 

11. Which of the following is the correct order of preparation for the various components of 

the income statement budget? 

a)  Sales budget, production budget, budgeted income statement, selling and 

administrative expenses budget 

b)  Sales budget, production budget, budgeted income statement, cost of goods sold 

budget 

c)  Sales budget, production budget, cost of goods sold budget, budgeted income 

statement 

d)  Sales budget, direct labor budget, production budget, cost of goods sold budget 

12. All of the following indicate the problems in traditional budget EXCEPT: 

a)  Programs and activities involving wasteful expenditure are identified, resulting in 

unavoidable financial and other costs 

b)  Inefficiencies of a prior year are carried forward in determining subsequent years’ 

levels of performance 



 

 

c)  Managers are not encouraged to identify and evaluate alternate means of 

accomplishing the same objective 

d)  Decision-making is irrational in the absence of rigorous analysis of all proposed 

costs and benefits 

13. A company decreased the selling price for its product from Rs. 2.00 to Rs. 1.75 per unit 

when total fixed costs decreased from Rs. 500,000 to Rs. 400,000 and variable cost per 

unit of Rs. 1 remained unchanged. How would these changes affect the break-even point? 

a)  The break-even point in units would be increased 

b)  The break-even point in units would be decreased 

c)  The break-even point in units would remain unchanged 

d)  The effect cannot be determined from the information given 

14. Increased cost of production due to high labor turnover is a result of which of the 

following factor? 

a)  Interruption of production 

b)  Coordination between new and old employee to produce more 

c)  Increased production due to newly motivated employees 

d)  Decrease losses as new employees will be more concerned towards output 
 

 

15. Which of the following is TRUE regarding the use of blanket rate? 

a)  The use of a single blanket rate makes the apportionment of overhead costs 

unnecessary 

b)  The use of a single blanket rate makes the apportionment of overhead costs 

necessary 

c)  The use of a single blanket rate makes the apportionment of overhead costs 

uniform 

d)  None of the given options 

16. In CVP analysis, when the number of units sold changes, which one of the following will 

remain the same? 

a)  Total contribution margin 

b)  Total sales revenues 

c)  Total variable costs 

d)  Total fixed costs 

17. Financial managers use which of the following to plan for monthly financing needs? 

a)  Capital budget 

b)  Cash budget 

c)  Income Statement budget 

d)  Selling & administrative expenses budget 

18. When using a flexible budget, a decrease in production levels within a relevant range: 

a)  Decreases variable cost per unit 

b)  Decreases total costs 



 

 

c)  Increases total fixed costs 

d)  Increases variable cost per unit 

19. The decision to drop a product line should be based on: 

a)  The fact that the product line shows a net loss over several periods 

b)  The ability of the firm to eliminate some fixed costs as a result of dropping the 

product 

c)  Whether the fixed costs that can be avoided by dropping the product line are less 

than the contribution margin that will be lost 

d)  Whether the fixed costs that can be avoided by dropping the product line are 

greater than the contribution margin lost 

20. A cost that has been incurred but cannot be changed by present or future decisions is 

called: 

a)  Sunk cost 

b)  Differential cost 

c)  Opportunity cost 

d)  Marginal cost 

21. If sales is greater than cost, it means: 

a)  Profit 

b)  Loss 

c)  Neither profit nor Loss 

d)  Cannot be determined 

22. A contract will be accepted in which of the following condition? 

a)  If it reduces the contribution margin 

b)  If it increases the contribution margin 

c)  If it increases the fixed cost 

d)  If it decreases sales revenue 

23. Which of the following statement is TRUE about opportunity cost? 

a)  It is irrelevant to decision making 

b)  It is always a sunk cost 

c)  It is always a historical cost 

d)  It is relevant to decision making 

24. All of the following are a part of Planning Process EXCEPT: 

a)  Identifying the objectives 

b)  Search for alternative actions 

c)  Data gathering for alternatives 

d)  Selection of a fixed action 

25. The chief financial officer is also known as the: 

a)  Controller 

b)  Staff accountant 

c)  Auditor 



 

 

d)  Finance director 

26. When purchases are added to raw material opening Inventory, we get the value of: 

a)  Material consumed. 

b)  Material available for use. 

c)  Material needed. 

d)  Raw material ending inventory. 

27. For manufacturing entities inventories are classified into ---------- categories? 

a)  One 

b)  Two 

c)  Three 

d)  Four 

28. When prices are rising over time, which of the following inventory costing methods will 

result in the lowest gross margin? 

a)  FIFO 

b)  LIFO 

c)  Weighted Average 

d)  Cannot be determined 

29. All of the following are unavoidable causes of labor turnover EXCEPT: 

a)  Retirement and death leading to labor turnover 

b)  Domestic responsibilities—to look after old parents 

c)  Accident or illness rendering workers permanently incapable to work 

d)  Unfair methods of promotion and lack of promotions avenues 

30. The term cost allocation is described as: 

a)  The costs that can be identified with specific cost centers. 

b)  The costs that cannot be identified with specific cost centers. 

c)  The total cost of factory overhead needs to be distributed among specific cost 

centers. 

d)  None of the given options 

31. When using a flexible budget, what will occur to variable costs (on a per unit basis) as 

production increases? 

a)  Variable costs are not considered in flexible budgeting 

b)  Variable costs per unit will decrease 

c)  Variable costs per unit will remain unchanged 

d)  Variable costs per unit will increase 

32. Decision making should be based on all of the following relevant costs features 

EXCEPT: 

a)  Relevant Costs are future costs 

b)  Relevant Costs are cash flows 

c)  Relevant Costs are incremental costs 

d)  Relevant Costs are sunk costs 



 

 

33. In a make or buy situation with no limiting factors, which of the following would be the 

relevant costs for the decision? 

a)  Opportunity costs 

b)  Differential costs between the two options 

c)  Sunk costs 

d)  Implied costs 

34. In one off contracts, a contract will probably be accepted if: 

a)  It increases contribution margin and decreases profit 

b)  It increases both contribution margin and profit 

c)  It reduces contribution margin and increases profit 

d)  It reduces both contribution margin and profits 

35. Under perpetual Inventory system at the end of the year: 

a)  No closing entry passed 

b)  Closing entry passed 

c)  Closing value find through closing entry only 

d)  None of the above. 

36. If an item of overhead expenditure is charged specifically to a single department this 

would be an example of: 

a)  Apportionment 

b)  Allocation 

c)  Re-apportionment 

d)  Absorption 

37. When By-product is to be recycled, which one of the following will be used for costing? 

a)  Costing approach 

b)  Sale approach 

c)  Expense approach 

d)  Asset approach 

38. All of the following describe forecasting EXCEPT: 

a)  It allows you to create budget amounts, and then track how well you are staying 

within those amounts 

b)  It is a projected cash flow for the future, based on scheduled transactions and 

estimated amounts 

c)  A prediction of customer demand used to calculate future inventory levels 

d)  Predicting current and future market trends using existing data and facts 

39. Which of the following is NOT considered as external factor while preparing the sales 

budget? 

a)  Availability of materials or supplies 

b)  Governmental rules 

c)  Market fluctuations 

d)  Competitor’s success 



 

 

40. If estimated direct labour cost is Rs. 50,000 for producing 2,400 units then what is the 

amount of FOH cost if FOH cost is assumed as 50% of direct labor cost? 

a)  Rs. 25,000 

b)  Rs. 1,200 

c)  Rs. 26,200 

d)  Cannot be calculated 

41. Which of the following item is NOT included in FOH cost budget? 

a)  Indirect material cost 

b)  Indirect labor cost 

c)  Power and fuel 

d)  Direct material cost 

42. Which of the following is the best example of a fixed administrative expense? 

a)  Rent of building used for office 

b)  Commission paid 

c)  Repair and maintenance 

d)  Stationery expense 

43. Which of the following statement is TRUE about historical cost? 

a)  It is always relevant to decision making 

b)  It is always irrelevant to decision making 

c)  It is always an opportunity cost 

d)  It is always realizable value 

44. In activity based cost systems, the activity, unit of work or task with differentiated 

purpose is classified as 

a)  Different Task 

b)  Purpose cost 

c)  Activity 

d)  Allocation cost 

45. In the activity based costing implementation, the indirect costs are allocated by using the 

a)  No cost pool 

b)  One or two cost pools 

c)  Sustained tracing 

d)  Support tracing 

46. The costing system in which individual activities are identified as the cost objects is 

considered as 

a)  Manufactured Costing 

b)  Activity Based Costing 

c)  Allocation Costing 

d)  Base Costing 

47. The factors that accelerate the process of refining a costing system are 

a)  Increase in product diversity 



 

 

b)  Increase in indirect costs 

c)  Product market competitions 

d)  All of above 

48. In activity based costing system, the description of activity is classified as 

a)  Activity list 

b)  Activity dictionary 

c)  Active purpose 

d)  Both A & B 

49. The activity based costing hierarchy includes 

a)  Batch level 

b)  Output unit level 

c)  Facility and product sustaining 

d)  All of the Above 

50. The unfavorable volume-production variance is used to measure the amount of 

a)  Fixed setup cost 

b)  Total setup cost 

c)  Variable setup cost 

d)  Total overhead cost 
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1.  The three major types of ethical issues include except? 

a)  Communication issues 

b)  Systematic issues 

c)  Corporate issues 

d)  Individual issues 

2.  Which of the following refers to the reasoning process by which human behaviors, 

institutions, or policies are judged to be in accordance or not with 

moral standards? 

a)  Moral reasoning 

b)  Moral duty 

c)  Moral justice 

d)  None of the above 

3.  The principle of categorical imperative is given by 

a)  James Mill 

b)  Herbert Spencer 

c)  Jeremy Bentham 

d)  Immanuel Kant 

4.  Which kind of theory Utilitarianism has? 

a)  Ethical 

b)  Conceptual 

c)  Behavioral 

d)  None of the above 

5.  The main purpose of business ethics is to? 

a)  Understanding ethical uncertainties 

b)  Principles and concepts 

c)  Application of practices 

d)  All of the above 

6.  The contributive principle of distributive justice measured the contributions in terms of: 

a)  Economic quality 

b)  Minimum standard of living 

c)  Work effort 



 

 

d)  Opportunity 

7.  An acquired disposition that is a valuable part of a morally good person, exhibited in the 

person's habitual behavior is known as? 

a)  Moral responsibility 

b)  Moral ethics 

c)  Moral virtue 

d)  None of the above 

8.      is a code of conduct that an individual or a group has about right and wrong. 

a)  Morality 

b)  Ethics 

c)  Business Ethics 

d)  Personal Ethics 

a)  Economic freedom 

b)  Positive sum game 

c)  Invisible hand 

9.  John Locke proposed which concept? 

a)  Restricted market and justice 

b)  Free market and justice 

c)  Restricted market and rights 

d)  Free market and rights 

10. Which one of the following factors may become a reason of revising the moral standard 

at maturity? 

a)  Experience 

b)  Learning 

c)  Intellectual development 

d)  All of the above 

11. An acquired disposition that is a valuable part of a morally good person, exhibited in the 

person's habitual behavior is known as? 

a)  Moral responsibility 

b)  Moral ethics 

c)  Moral virtue 

d)  None of the above 

12. When does the ignorance not excuse the wrongful injury? 

a)  Ignorance of fact 

b)  If a person is ignorant 

c)  The person did not act knowingly 

d)  One deliberately keeps oneself ignorant 

13. Principles of reversibility and Universalize ability proposed by? 

a)  John Rawls 

b)  Kantian 



 

 

c)  Carl Max 

d)  None of the above 

14. Right action comes to be defined in terms of moral principles chosen because of their 

logical comprehensiveness, universality, and consistency is known as? 

a)  Interpersonal Concordance Orientation 

b)  Universal Ethical Principles Orientation 

c)  Social Contract Orientation 

d)  Law and Order Orientation 

15. Which one of the following is not the basis of an important critical method in ethics? 

a)  Counter examples 

b)  Hypothetical examples 

c)  Literature examples 

d)  Both a & b 

16. Which one of the following is not considered as category of issues involving justice? 

a)  Distributive justice 

b)  Retributive justice 

c)  Compulsory justice 

d)  Compensatory justice 

17. Studies indicate that which economic system has more advantages among all the 

systems? 

a)  Open Economy 

b)  Closed Economy 

c)  Mixed Economy 

d)  None of the above 

18. Which of the following deals with the distribution of benefits and burdens, mostly in the 

evaluation of social, political, and economic institutions? 

a)  Retributive justice 

b)  Compensatory justice 

c)  Distributive Justice 

d)  Ethical justice 

19. Which one of the following is not included as a part of moral standard? 

a)  Values 

b)  Social class 

c)  Beliefs 

d)  Norms 

20. Which of the following refers to the ability of a person or a country to produce a 

particular good at a lower opportunity cost than another country? 

a)  Absolute advantage 

b)  Comparative Advantage 

c)  Resource efficiency 



 

 

d)  Natural advantage 

21. The modern corporations consist of   . 

a)  None of the given 

b)  Stock holders, Employees, Customers 

c)  Stock holders, Employees, Directors 

d)  Directors, Managers, Customers 
 

 

22. Which one of the following is NOT the criterion employed by different ethicists to 

evaluate moral reasoning? 

a)  Moral reasoning must be logical 

b)  Factual evidence must be accurate, relevant, and complete 

c)  Moral standards must be consistent 

d)  Moral development must be ethical 
 

 

23. In which system slavery would be entirely legal? 

a)  Free market system 

b)  Command economy system 

c)  Voluntary exchange system 

d)  Pure free market 
 

 

24. Which of the following is an economic system in which the means of production are 

privately owned and operated for a profit? 

a)  Communism 

b)  Capitalism 

c)  Liberalism 

d)  Socialism 
 

 

25. Which of the following is NOT a moral outcome of perfectly competitive markets? 

a) Justice 

b) Utility 

c) Rights 

d)  Faith 
 

 

26. Which of the following choices does NOT describe a situation that is covered by the 

concept of rights? 

a)  The absence of prohibitions against an activity 

b)  The authorization to do something to secure one's interests 

c)  The necessity of doing something required by authority 

d)  The existence of prohibitions on others to enable individuals to pursue an activity 



 

 

27. Which theory claims that people would be lazy without private property? 

a)  Capitalism 

b)  Socialism 

c)  Utilitarianism 

d)  None of the above 
 

 

28. The most influential economic institutions are designed to achieve? 

a)  Production of the goods 

b)  Distribution of the goods 

c)  Both a and B 

d)  None of the above 
 
 

29. According to Aristotle’s view, how do we learn virtue? 

a)  By Habit 

b)  By dialectical argument 

c)  By rational instruction 

d)  By learning from our mistakes 
 

 

30. Which philosopher defended the idea that we should always treat humanity as an end in 

itself rather than a means? 

a)  Kant 

b)  Mill 

c)  Bentham 

d)  Rawls 
 

 

31. The concept that there are no relevant differences among people that can justify unequal 

treatment is known as? 

a) Egalitarianism 

b)  Utilitarianism 

c)  Socialism 

d)  None of the above 
 
 

32. Which of the following rights is embodied by perfectly competitive free markets? 

a)  Negative right of freedom from coercion 

b)  Positive right of freedom from coercion 

c)  Moral right of freedom from coercion 

d)  Ethical right of freedom from coercion 
 

 

33. Which one of the following is not a feature of moral standard? 

a)  Prohibit 



 

 

b)  Value 

c)  Condemn 

d)  All of the given options 
 
 

34. In the Nico machean Ethics, Aristotle argued that ethics enables us to? 

a)  Live the good life and that the good life is possible only for virtuous persons. 

b)  Provide the best working conditions 

c)  Provide equal opportunity of development 

d)  None of the above 
 

 

35. How many of the world's people lack access to safe water? 

a)  One million 

b)  Ten million 

c)  One hundred million 

d)  One billion 
 

 

36. Which of the following economic system accurately describe most modern 

economies? 

a)  Free market economies 

b)  Command economies 

c)  Pure free market economies 

d)  Mixed Economies 
 

 

37. An electric firm consumes a certain amount of fuel, labor, and equipment to produce 

electricity then what kind of this cost is? 

a)  Social cost 

b)  Adjusted cost 

c)  Private cost 

d)  None of the above 
 

 

38. Studies indicate that which economic system has more advantages among all the 

systems? 

a)  Open Economy b)   

Closed Economy c)   

Mixed Economy d)   

None of the above 
 

 

39. Which of the following is NOT true for monopoly? 

a)  Differentiated products 

b)  Freedom of entry and exit 



 

 

c)  Firm is a price taker 

d)  One main seller 
 

 

40. Which of the following is concerned with the issue of responsible personal conduct with 

respect to natural landscapes, resources, species, and non-human organisms? 

a)  Ecological ethics 

b)  Environmental ethics 

c)  Financial ethics 

d)  Organizational ethics 
 

 

41. Which of the following statements is TRUE of the beliefs of deep ecology? 

a)  Non human parts of the environment deserves to be preserved for their own sake 

b)  Only human parts of the environment deserve to be respected 

c)  The flourishing of human life and cultures is incompatible with a substantial 

decrease of the human population 

d)  Humans have the right to reduce the diversity of non human life for the sake of 

human life 
 

 

42. Which one of the following is not a feature of moral rights? 

a)  Moral rights are closely correlated with duties 

b)  Moral rights provide individuals with autonomy and equality in the free pursuit of 

their interests 

c)  Moral rights does not provide a basis for justifying one's actions and invoking the 

aid of others 

d)  None of the above 
 

 

43. Which of the following most often make ethical choices in business situations? 

a)  Top management 

b)  Middle management 

c)  Individually 

d)  Jointly in work groups and committees 
 
 

44. What kind of effect free competitive markets may have a on people's moral 

character? 

a)  Pernicious effect 

b)  Moral effect 

c)  Behavioral effect 

d)  None of the above 
 

 

45. John Locke proposed which concept? 



 

 

a)  Restricted market and justice 

b)  Free market and justice 

c)  Restricted market and rights 

d)  Free market and rights 
 

 

46. New ethical dilemmas has been raised in 20th and 21st centaury because of 

a)  People 

b)  Culture 

c)  Technology 

d)  Organizations 
 
 

47. Which of the following refers to the reasoning process by which human behaviors, 

institutions, or policies are judged to be in accordance or not with moral standards? 

a)  Moral reasoning 

b)  Moral duty 

c)  Moral justice 

d)  None of the above 
 

 

48. Which of the following pays for advertising expenditures? 

a)  Company 

b) Consumer 

c)  Advertiser 

d)  None of the given option 
 
 

49. Which of the following claims that the welfare of at least some nonhumans is intrinsically 

valuable and deserves respect and protection? 

a)  Ecological ethics 

b)  Environmental ethics 

c)  Financial ethics 

d)  Organizational ethics 
 

 

50. The contributive principle of distributive justice measured the contributions in terms of: 

a)  Economic quality 

b)  Minimum standard of living 

c)  Work effort 

d)  Opportunity 



 

 

 

THE SOCIETY OF ACCOUNTING EDUCATION 
  CFMA – Certified Financial & Management Accountant   

  Examination 
Winter – 2015 

 

Module D 
Professional Group II 

Course Code: 
PG-05 

Course: 
IFRS & External Independent Reports 

 

Time: 2 - Hours Total Marks: 100 Marks Obtained: ______ Grade: ______ 
 
 
 
 
 
 

1.   Which of the following is (are) related with the IAS 23? 

a)  Qualifying Assets 

b)  Amount to be capitalized related to the Borrowing cost 

c)  Capitalization period related to the Borrowing cost 

d)  All of the given options 
 
 

2.   Which of the following is recorded under Long Term Liabilities section of the 

Balance Sheet? 

a)  Debentures 

b)  Creditors 

c)  Provision for Taxation 

d)  Dividend Payable 
 

 

3.   Which of the following represents the claims of the owners against the assets of the 

business? 

a)  Assets 

b)  Expenses 

c)  Owner’s Equity 

d)  Income 
 
 

4.   Which of the following represents the total par value of shares offered to the general 

public for contribution? 

a)  Registered Capital 

b)  Issued Capital 

c)  Subscribed Capital 

d)  Paid up Capital 
 
 

 
5.   Which of the following IAS deals with Subsidiary Companies? 

a)  IAS 27 

b)  IAS 28 



 

 

c)  IAS 01 

d)  IAS 07 
 
 
 

6.   Which of the following is (are) related with the IAS 23? 

a)  Qualifying Assets 

b)  Amount to be capitalized related to the Borrowing cost 

c)  Capitalization period related to the Borrowing cost 

d)  All of the given options 
 

 

7.   Which of the following IAS covers the treatment of Finance Lease? 

a)  IAS 17 

b)  IAS 18 

c)  IAS 33 

d)  IAS 01 
 

 

8.   With respect to IAS 10, a major business takeover after the balance Sheet date or 

disposing of a major subsidiary is considered as which of the following? 

a)  Adjusting Event 

b)  Non-Adjusting Event 

c)  Bogus Event 

d)  Contingent Event 
 

 

9.   Which of the following is the gross inflow of economic benefits during the period 

arising in the course of ordinary activities of an entity when those inflows result in 

increases in equity, other than increases relating to contributions from equity 

participants? 

a) Revenue 

b) Expense 

c)  Asset 

d)  Liability 
 
 

10. Which of the following IAS covers the retrospective restatements of prior period 

errors? 

a)  IAS 8 

b)  IAS 7 

c)  IAS 16 

d)  IAS 18 



 

 

11. With respect to IAS 10, business announcing a plan to discontinue an operation after 

the balance sheet date is considered as which of the following? 

a)  Adjusting Event 

b)  Non-Adjusting Event 

c)  Bogus Event 

d)  Contingent Event 
 
 

12. Which of the following IAS deals with Inventories? 

a)  IAS 38 

b)  IAS 23 

c)  IAS 02 

d)  IAS 16 
 
 
 

13. Which of the following IAS deals with Revaluation of Assets? 

a)  IAS 16 

b)  IAS 07 

c)  IAS 01 

d)  IAS 23 
 
 
 

14. Which of the following IAS mainly covers Financial Instruments of other long term 

investments? 

a)  IAS 27 & 32 

b)  IAS 28 & 39 

c)  IAS 32 & 39 

d)  IAS 31 & 32 
 
 
 

15. Concept of Related Parties is defined in: 

a)  Companies Ordinance 1984 

b)  IAS 

c)  Both Companies Ordinance 1984 and IAS 

d)  Neither in Companies Ordinance 1984 nor in IAS 
 

 

16. Which one of the following is related to the IAS 39? 

a)  Consolidated and Separate Financial Statements 

b)  Interest in Joint Venture 

c)  Financial Instruments Disclosure and Presentation 

d)  Financial Instruments Recognition and Measurement 



 

 

 
17. Which of the following IAS affect(s) the recognition, presentation and discourse of 

fixed assets in financial statements? 

a)  IAS 01 

b)  IAS 16 

c)  IAS 23 

d)  All of the given options 
 
 

18. Which of the following is TRUE with respect to the disclosure requirements of Trade 

Debts? 

a)  Doubtful debts is deducted from the Provision for doubtful debts 

b)  Doubtful debts and its Provision is shown separately as asset 

c)  Provision for doubtful debts is not taken into consideration 

d)  None of the given options 
 
 

19. Under which of the following assumptions, the Financial Statements are to be 

prepared? 

a)  Future assumption 

b)  Past assumption 

c)  Accrual basis and Going concern assumptions 

d)  Accrual basis assumption only 
 

 

20. Which of the following is an example of Revenue Expenditure? 

a)  Carriage paid on the purchases of goods 

b)  Transportation paid on machinery purchased 

c)  A second-hand car was purchases for Rs. 7,000 and Rs. 5,000 were spent for 

his repairs and overhauling 

d)  An additional room was constructed at a cost of Rs. 15,000 
 
 

21. Which of the following is NOT a Qualifying Asset? 

a)  Power plan being in the process of manufacture 

b)  Inventories requiring a substantial period for manufacturing 

c)  Special order for a special inventory that will be manufactured in 5 months 

d)  Asset ready for use 
 

 

22. Which one of the following is(are) recorded under the Equity section of the Balance 

Sheet? 

a)  Share Premium 

b)  Reserves 

c)  Accumulated Profit 



 

 

d)  All of the given options 
 

 

23. According to IAS-16, at which value assets are initially measured? 

a)  Cost 

b)  Revalued Amount 

c)  Carrying Amount 

d)  Fair Value 
 

 

24. How many measurement bases does IFRSs specify for the measurement of assets? 

a)  One—historical cost 

b)  One—fair value 

c)  Two—historical cost and fair value 

d)  Many—including historical cost, fair value, value in use, estimated selling 

price less costs to complete and sell, etc 
 

 

25. The Conceptual Framework 

a)  Is an IFRS 

b)  Overrides all other IFRS requirements 

c)  Does not define standards for any particular measurement or disclosure issue 

d)  Is in the hierarchy that management must in the absence of a specific IFRS 

requirement apply in developing an accounting policy that results in 

information that is relevant 
 

 

26. According to norm IAS 7 on cash flow statement, how should be calculated the cash 

flows? 

a)  According to the direct method 

b)  According to the indirect method 

c)  According to the method appropriate to the firm 

d)  A & B 
 

 

27. According to norm IAS 11 on construction contracts, which is the benchmark 

treatment suggested by the IASB ? 

a)  The completed contract method 

b)  The percentage of completion method 

c)  A method chosen and appropriate to the enterprise 
 
 

28. According to norm IAS 12 on deferred taxes, the deferred tax liabilities and assets 

must be recognized : 

a)  At the tax rate in force at the closing date of the financial year 

b)  At the tax rate in force at the dates of recognition 



 

 

c)  At the tax rate used when reversing the temporary differences 
 

 

29. According to IFRS 8 on operating segments, the enterprise must disclose as primary 

segment reporting: 

a)  Information on business segments 

b)  Information on geographical segments 

c)  All of above 

d)  None of above 
 

 

30. According to norm IAS 16 on tangible fixed assets, tangible fixed assets must be 

recorded : 

a)  As a whole without taking into account separate components 

b)  By distinguishing the various components even if they have various useful 

lives 

c)  By distinguishing the various components that have different useful lives and 

depreciations 
 

 

31. Norm IAS 17 concerns operating leases and finance leases. Finance leases : 

a)  Must not be recorded and are off balance sheets item 

b)  Must be recorded as an asset on the balance sheet of the lessee for the part 

representing the rented good 

c)  Must be split between finance charge and repayment of obligation on the 

accounts of the lessee 

d)  B & C 
 
 

32. According to norm IAS 20 on grants, how must these grants is recorded ? 

a)  As deferred income 

b)  By writing off the grant against the cost of the non-current assets 

c)  By crediting the grant directly to shareholders' interests 

d)  Both A & B 
 

 

33. Norm IFRS 3 on business Combinations has suppressed: 

a)  The acquisition method 

b)  The full consolidation method 

c)  The pooling of interests method 
 
 

34. According to revised norm IAS 23 on borrowing costs, which is the benchmark 

treatment of these costs? 

a)  These ones must be recorded directly on the income statement 



 

 

b)  These ones must be systematically incorporated in the cost of the financed 

asset 

c)  These ones must be incorporated in the cost of the financed asset under some 

conditions 

35. The norm IAS 36 on depreciation of assets requires from enterprises to carry out 

regularly impairment test on some assets in order to record possible losses in value 

(for example on tangible and intangible fixed assets). These assets must not be 

recorded on the balance sheet for an amount higher to their recoverable amount which 

is : 

a)  The net selling price of the asset 

b)  The net book value of the asset 

c)  The value in use of the asset 

d)  Higher of A & C 
 

 

36. When acquiring a new business and according to norm IAS 37 on provisions and 

contingent liabilities, a provision for future losses can be differentiated from the 

goodwill if : 

a)  The amount is defined and reliable 

b)  The group agrees to account for the provision 

c)  Cannot be recorded 
 

 

37. According to norm IAS 38 on intangible fixed assets: 

a)  No intangible asset arising from research should be recognized 

b)  An intangible asset arising from development may be recognized under 

special conditions 

c)  Once treated as an expense, the cost of development cannot be reinstated as an 

asset 

d)  All of the above 
 
 

38. Which of the following IAS deals with the term Significant Influence in associate 

companies? 

a)  IAS 27 

b)  IAS 28 

c)  IAS 01 

d)  IAS 07 
 

 

39. Which one of the following cost is directly attributable to the Property, Plant and 

Equipment? 

a)  Costs of site preparation 

b)  Administration and other general overhead cost 



 

 

c)  Costs of conducting business in a new location or with a new class of 

customer( including costs of staff training) 

d)  All of the given options 
 
 

40. Which of the following is(are) related with the IAS 23? 

a)  Qualifying Assets 

b)  Amount to be capitalized 

c)  Capitalization period 

d)  All of the given options 
 

 

41. Goodwill must be shown in the financial statement of company limited by liability 

under  the heading of: 

a)  Current Assets 

b)  Intangible Fixed Assets 

c)  Tangible Fixed Assets 

d)  None of the given options 
 

 

42. Which of the following information must be disclosed in case of loan and advances to 

subsidiary companies? 

a)  The name of each borrower 

b)  Amount of loans and advances 

c)  The terms of loan and the particulars of collateral security held 

d)  All of the given options 
 

 

43. Which one of the following is TRUE with respect to the Financial Instrument? 

a)  It is an agreement that gives rise to both a Financial Asset of one entity and 

Financial Liability of another entity. 

b)  It is an agreement that gives rise to both a Financial Expense of one entity and 

Financial Asset of another entity. 

c)  It is an agreement that gives rise to both a Financial Income of one entity and 

Financial Asset of another entity. 

d)  It is an agreement that gives rise to both a Financial Expense of one entity and 

Financial Income of another entity. 
 

 

44. Which of the following may result from an inability to sell a financial asset quickly at 

close to its fair value? 

a)  Price Risk 

b)  Liquidity Risk 

c)  Interest Rate Risk 

d)  Currency Risk 



 

 

45. Which of the following is/are shown under the heading of Stock-in-Trade in Balance 

Sheet? 

a)  Raw Materials 

b)  Work in Process 

c)  Finished Goods 

d)  All of the given options 
 
 

46. Which of the following represents the Financial Information presented in the financial 

statements relating to the assets and incomes should not be overstated. 

a)  Consistency 

b)  Profit 

c)  Materiality 

d)  Prudence 
 

 

47. Which one of the following statement is TRUE regarding Going concern concept? 

a)  The business is profitable 

b)  The assets of the business are valued at market value 

c)  A business will continue until the directors decide to close it 

d)  The business will continue its working 
 

 

48. Which of the following is/are represent(s) the “Losses” with respect to the IASB’s 

Framework? 

a)  Disposal of assets at a value lesser than its carrying amount 

b)  Discharge of liabilities at a value higher than its carrying amount 

c)  Disposal of assets at a value lesser than its book amount 

d)  All of the given options 
 

 

49. The amount of the issued share capital of a company is: 

a)  Always equal to the amount of its authorized share capital 

b)  Equal to the amount of its issued preference share capital 

c)  Equal to the reserves of the company 

d)  None of the given options 
 

 

50. When we see the capital with Production capacity or operating capability of the 

enterprise then it called: 

a)  The financial concept of capital maintenance 

b)  The physical concept of capital maintenance 

c)  Both physical and financial concept of capital maintenance 

d)  Neither physical nor financial concept of capital maintenance 
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1.   How is it possible for real rates of return to increase during times when the rate of 

inflation increases? 

a)  Inflation increased more than the real return. 

b)  Nominal returns actually decreased. 

c)  Nominal returns increased more than inflation. 

d)  Nominal returns increased less than inflation. 
 
 

2.   Which of the following risks would be classified as a unique risk for an auto 

manufacturer? 

a)  Interest rates 

b)  Steel prices 

c)  Business cycles 

d)  Foreign exchange rates 
 

 

3.   A maturity premium is offered on long-term Treasury bonds due to: 

a)  The risk of changing interest rates. 

b)  The risk of default. 

c)  Their unique risk. 

d)  Their systematic risk. 
 
 

4.   Which of the following risk types can be diversified by adding stocks to a portfolio? 

a)  Systematic risk 

b)  Unique risk 

c)  Market risk 

d)  All of these 
 

 

5.   If a security plots below the security market line, it is: 

a)  Not rewarding the investor for its unique risk. 

b)  Underpriced, a situation that should be temporary. 

c)  Offering too little return to justify its risk. 

d)  A defensive security, which expects to offer lower returns. 



 

 

 
6.   The company cost of capital: 

a)  Measures what investors want from the company. 

b)  Depends on current profits and cash flows. 

c)  Is measured using security book values. 

d)  Depends on historical profits and cash flows. 
 
 

7.   Capital structure decisions refer to the: 

a)  Dividend yield of the firm's stock. 

b)  Blend of equity and debt used by the firm. 

c)  Capital gains available on the firm's stock. 

d)  Maturity date for the firm's securities. 

 
8. Why i s debt financing said to include a tax shield for the company? 

 a) Taxes are reduced by the amount of the debt. 

 b) Taxes are reduced by the amount of the interest. 

 c) Taxable income is reduced by the amount of the debt. 

 d) Taxable income is reduced by the amount of the interest. 

 

9.  In general, equity is considered a    investment than debt, because payments on debt 

are  . 

a)  Safer; lower 

b)  Safer; less certain 

c)  Riskier; guaranteed by the company 

d)  Riskier; guaranteed by the federal government. 
 

 

10. The process of selecting from alternative long-term investment projects is called: 

a)  Net cash inflow maximization. 

b)  Capital budgeting. 

c)  Discounting cash inflows. 

d)  Cash flow management. 

e)  Capital rationing. 
 

 

11. The time value of money refers to: 

a)  The earning power of an investment or stream of investments over time. 

b)  The opportunity cost of capital. 

c)  The interest rate earned on an investment. 

d)  The discount rate used to calculate the present value of an investment. 
 

 

12. Future value may be defined as: 



 

 

a)  The discounted value of future cash flows. 

b)  The interest rate earned on future cash flows. 

c)  The compounded value of future cash flows. 

d)  The opportunity costs of future cash flows. 

e)  The per period maximization of future cash flows. 
 

 

13. Present value may be defined as: 

a)  The discounted value of future cash flows. 

b)  The interest rate earned on future cash flows. 

c)  The compounded value of future cash flows. 

d)  The opportunity costs of future cash flows. 

e)  The per period maximization of future cash flows. 
 

 

14.  A series of fixed payments that are made fixed intervals for a specified period of time is 

called: 

a)  An annuity. 

b)  A cash flow. 

c)  Mutually exclusive payments. 

d)  A payback period. 

e)  Compounding. 
 

 

15. A series of fixed payments that are made fixed intervals at the end of each period is 

called: 

a)  An annuity due. 

b)  An ordinary annuity. 

c)  A payback annuity. 

d)  Discounting. 

e)  Compounding. 
 
 

16. A series of fixed payments that are made fixed intervals at the beginning of each period is 

called: 

a)  An annuity due. 

b)  An ordinary annuity. 

c)  A payback annuity. 

d)  Discounting. 

e)  Compounding. 
 
 

17. The payback period is: 

a)  The number cash-flow periods of a capital investment project. 

b)  The number of years that it takes to earn a profit of a capital investment project. 



 

 

c)  The number of periods required to pay for the original investment. 

d)  The number of periods required to calculate the net present value of an investment 

project. 
 

 

18. An advantage of the payback period method of evaluating a capital investment project is 

that it: 

a)  Does not consider the time value of money. 

b)  Ignores cash flows beyond the payback period. 

c)  Provides a rough approximation of a projects liquidity and risk. 

d)  Provides a rough approximation of the present value of net cash flows. 

e)  None of the above. 
 

 

19. An advantage of the discounted payback period method of evaluating a capital 

investment project is that it: 

a)  Considers the time value of money. 

b)  Ignores cash flows beyond the payback period. 

c)  Provides a rough approximation of a projects liquidity and risk. 

d)  Provides a rough approximation of the present value of net cash flows. 

e)  Both A and C are correct. 
 

 

20. Two project are independent if: 

a)  Acceptance of one project means rejection of the other. 

b)  Their cash flows are unrelated. 

c)  They have different hurdle rates. 

d)  They have different discounted payback periods. 
 

 

21. The cost of capital is: 

a)  The cost of acquiring funds to finance a capital investment project. 

b)  The minimum rate of return that must be earned to justify a capital investment. 

c)  The same thing as the required rate of return. 

d)  Also referred to as the hurdle rate. 

e)  All of the above statements are true. 
 
 

22. The internal rate of return (IRR) is: 

a)  The same thing as the discount rate. 

b)  The same thing as the cost of capital. 

c)  The discount rate that equates the present values of inflows and outflows. 

d)  The same thing as the net present value. 

e)  The ratio of average annual profits to average investments. 



 

 

23. Project A and Project B are mutually exclusive. Project A has an IRR of 10 percent. 

Project B has an IRR of 12 percent. If the marginal cost of capital is 11 percent, then: 

a)  Project A should be accepted and Project B rejected. 

b)  Project B should be accepted and Project A rejected. 

c)  Both projects should be accepted since the decision is not based on the IRR but 

the NPV. 

d)  Both projects should be rejected since the decision is not based on the IRR but the 

NPV. 

24. The variance of an investment's returns is a measure of the: 

a)  Volatility of the rates of return. 

b)  Probability of a negative return. 

c)  Historic return over long periods. 

d)  Average value of the investment. 
 

 

25. When calculating a project's annual cash flows, which of the following is not directly 

included? 

a)  The reduction in taxes attributable to sale of an asset for less than its book value 

b)  The tax incurred when the trade-in value of the old asset exceeds its book value 

c)  The reduction in taxes attributable to depreciation charges 

d)  Depreciation expense 
 

 

26. The basic characteristics of relevant project flows include all of the following except 

a)  After-tax flows. 

b)  Cash flows. 

c)  Incremental flows. 

d)  Financing flows. 
 

 

27. The employment of fixed costs associated with the actual production of goods or services 

is known as: 

a)  Financial leverage 

b)  Volume discounting 

c)  Operating leverage 

d)  Covariance 
 

 

28. Which of the following would lower a firm's operating break-even point? 

a)  An increase in the cost of goods sold 

b)  An increase in selling price 

c)  An increase in wages paid to employees 

d)  An increase in total sales 



 

 

29. Which of the following is included in the cost of capital of a firm? 

a)  Cost of sales 

b)  Depreciation cost 

c)  Depletion cost 

d)  Cost of retained earnings 
 

 

30. Holmes Aircraft recently announced an increase in its net income, yet its net cash flow 

declined relative to last year. Which of the following could explain this performance? 

a)  The company’s taxes increased. 

b)  The company’s depreciation expense declined. 

c)  The company’s operating income declined. 

d)  All of the given statements are correct. 
 

 

31. The decision rule for net present value is to: 

a)  Accept all projects with cash inflows exceeding initial cost. 

b)  Reject all projects with rates of return exceeding the opportunity cost of capital. 

c)  Accept all projects with positive net present values. 

d)  Reject all projects lasting longer than 10 years. 
 
 

32. Which of the following capital budgeting technique ignores profitability and time value 

of money? 

a)  Net Present Value 

b)  Internal Rate of Return 

c)  Discounted Pay Back period 

d)  Simple Pay Back Period 
 

 

33. Since capital budgeting uses cash flows instead of accounting flows, the financial 

manager must add back _   to the analysis. 

a)  The cost of fixed assets 

b)  The cost of accounts payable 

c)  Investments 

d)  Depreciation 
 
 

34. If sensitivity analysis concludes that the largest impact on profits would come from 

changes in the sales level, then which of the following recommendations should be 

considered? 

a)  Fixed costs should be traded for variable costs 

b)  Variable costs should be traded for fixed costs. 

c)  The project should not be undertaken. 

d)  Additional marketing analysis may be beneficial before proceeding. 



 

 

 

 
 

35. Since preferred stock dividends are fixed, valuing preferred stock is roughly equivalent to 

valuing: 

a)  A zero growth common stock. 

b)  A positive growth common stock 

c)  A short-term bond 

d)  An option. 
 

 

36. Which one of the following statements is TRUE regarding future value of a single sum? 

a)  Increase if the interest rate increases. 

b)  Remains unchanged if the interest rate changes 

c)  Decrease if the interest rate increases 

d)  All of the given options 
 
 

37. All of the following are the methods to evaluate the credit worthiness in business 

EXCEPT: 

a)  Market reputation 

b)  Previous payment record 

c)  Production plant capacity 

d)  Financial strength 
 

 

38. What is the main purpose of constructing a portfolio of financial assets? 

a)  To maximize risk and minimize the return 

b)  To minimize the risk and minimize the return 

c)  To maximize the return and minimize the risk 

d)  To minimize the return and minimize the risk 
 

 

39. Inventory between various stages of production is known as: 

a)  Work in Process inventory 

b)  Finished goods inventory 

c)  Balanced goods inventory 

d)  Raw materials inventory 
 

 

40. Which of the following effects should be considered by a firm if it allows credit to its 

customers? 

a)  Cost of discount 

b)  Arrange loans to finance short term operations 

c)  Prices of goods 

d)  All of the given options 



 

 

 
41. Which group of ratios shows the extent to which the firm is financed with debt? 

a)  Liquidity ratios 

b)  Debt ratios 

c)  Coverage ratios 

d)  Profitability ratios 
 
 

42. Which of the following market in finance is referred to the market for short-term 

government and corporate debt securities? 

a)  Money market 

b)  Capital market 

c)  Primary market 

d)  Secondary market 
 

 

43.  Which of the following is NOT true regarding the capital market? 

a)  Where long-term funds can be raised 

b)  Money is invested for periods longer than a year 

c)  Where TFCs and NIT are exchanged and traded 

d)  Where overnight lending & borrowing takes place 
 
 

44. What is difference between shares and bonds? 

a)  Bonds are representing ownership whereas shares are not 

b)  Shares are representing ownership whereas bonds are not 

c)  Shares and bonds both represent equity 

d)  Shares and bond both represent liabilities 
 

 

45. Which of the following would NOT improve the current ratio? 

a)  Borrow short term to finance additional fixed assets 

b)  Issue long-term debt to buy inventory 

c)  Sell common stock to reduce current liabilities 

d)  Sell fixed assets to reduce accounts payable 
 
 

46. When bonds are issued, under which of the following category the value of the bond 

appears? 

a)  Equity 

b)  Fixed assets 

c)  Short term loan 

d)  Long term loan 
 

 

47. How can a company improve (lower) its debt-to-total asset ratio? 



 

 

a)  By borrowing more 

b)  By shifting short-term to long-term debt 

c)  By shifting long-term to short-term debt 

d)  By selling common stock 
 

 

48. The logic behind   _ is that instead of looking at net cash flows you look at cash 

inflows and outflows separately for each point in time. 

a)  IRR 

b)  MIRR 

c)  PV 

d)  NPV 
 
 

49. Which of the following refers to a highly competitive market where good business ideas 

are taken up immediately? 

a)  Capital market 

b)  Efficient market 

c)  Money market# 

d)  Real asset market 
 
 

 
50. MIRR (discount rate) equates which of the following? 

a)  Future value of cash inflows to the present value of cash outflows 

b)  Future value of cash flows to the present value of cash flows 

c)  Future value of all cash flows to zero 

d)  Present value of all cash flows to zero 
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1.   What does the transcendent view imply for high quality? 
 

 

a)  It is something everlasting 

b)  It is something timeless and enduring 

c)  It is something priceless 

d)  It is something perfect 
 
 

2.   During which century, the manufacturers began to include quality processes in quality 

practices? 
 

 

a)  17th century 

b)  18th century 

c)  19th century 

d)  20thcentury 
 

 

3.   Which of the following is typically viewed to lie between fully vertically integrated 

firms? 
 

 

a)  Supply chain management 

b)  Production chain management 

c)  Value chain management 

d)  Demand chain management 
 

 

4.   The majority of advertisers appeal the public on the basis of which of the following? 
 
 

a)  Quality of product 

b)  Quality of staff 

c)  Inferiority of product 

d)  Inferiority of service 
 

 

5.   Which of the following models value stability? 



 

 

a)  Organism model 

b)  Mechanistic model 

c)  Cultural model 

d)  Total Quality model 
 

 

6.   What is the relationship between Ishikawa and Deming? 
 
 

a)  Son and father 

b)  Nephew and uncle 

c)  Student and teacher 

d)  Grandson and grandfather 
 
 

7.   Which of the following was developed by Motorola to improve its processes by 

minimizing defects? 
 

 

a)  ISO 9000 

b)  Six sigma 

c)  QS 9000 

d)  TQM 
 

 

8.   Which of the following models has the viewpoint that change and learning are valued in 

themselves? 
 

 

a)  Organism model 

b)  Mechanistic model 

c)  Cultural model 

d)  Total Quality model 
 
 

9. All of the following are the elements of a TQM system EXCEPT: 
 

 

a)  Leadership 

b)  Communications 

c)  Measurement 

d)  Detentions 
 

 

10. The standards for output based on quality and customer-service requirements that 

originate at the organizational and process levels include requirements for all of the 

following EXCEPT: 
 

 

a)  Accuracy 



 

 

b) Innovation 

c) Timeliness 

d)  Turnover 
 

 

11. Which of the following refers to SIPOC (Supplier-Input-Process-Output-Customer) 

diagram? 
 
 

a)  A high-level process map 

b)  A low-level process map 

c)  A high-level performer map 

d)  A low-level performer map 
 

 

12. Which of the following is concerned about quality for achievement of TQM? 
 

 

a)  The Managing Director 

b)  The Operative 

c)  The Quality Manager 

d)  Everyone in the organization 
 
 

13. Which of the following can help to eliminate fear and encourage teamwork? 
 

 

a)  Management 

b)  Workmanship 

c)  Leadership 

d)  Risk-taking 
 

 

14. Which of the following statements is TRUE for total quality? 
 
 

a)  Stresses on learning and adaptation to change 

b)  Ability to repair a product quickly and easily 

c)  Difficulty in establishing and measuring service levels 

d)  A customer focused management system 
 

 

15. What is necessary for a system to be effective? 
 

 

a)  The components of any system must work together for the system 

b)  The components of any system must not work together for the system 

c)  The components of any system should not be organized for the system 

d)  The components of any system should provide disruption for the system 



 

 

16. Which of the following statements outline the relationship factor? 
 

 

a)  ISO 9000 and total quality are not in competition 

b)  ISO 9000 and total quality are not interchangeable 

c)  ISO 9000 is compatible with total quality 

d)  All of the above 
 
 

 
17. One thing that the implementation plan must provide is: 

 

 

a)  Short-term focus 

b)  Leadership delegation 

c)  Vision statement 

d)  Training 
 
 

18.    provides information on how productivity and quality can be continuously 

improved through problem identification. 
 

 

a)  Statistical quality control 

b)  Statistical process control 

c)  Tree Diagram 

d)  None of the given option 
 

 

19.    is a graphic tool for defining the relationship between customer desires 

and the firm/product capabilities. 
 

 

a)  House of Quality 

b)  Affinity diagram 

c)  Arrow diagram 

d)  None of the given option 
 

 

20. Which of the following statements is TRUE for total quality? 
 
 

a)  Stresses on learning and adaptation to change 

b)  Ability to repair a product quickly and easily 

c)  Establishing and measuring service levels may be difficult 

d)  A primary operating characteristic of product 
 

 

21. What is the objective of a TQM system? 



 

 

a)  Continuous improvement 

b)  Continual improvement 

c)  Business improvement 

d)  Process improvement 
 

 

22. Which of the following results in low costs? 
 
 

a)  High productivity and high capacity utilization 

b)  Low productivity and low capacity utilization 

c)  Low productivity and high capacity utilization 

d)  High productivity and low capacity utilization 
 

 

23. In the process of acquiring the certificate of ISO 9000, which step follows the step of 

setting the registration objective? 
 

 

a)  Develop and implement the QMS 

b)  Perform self-analysis audit 

c)  Submit quality manual for approval 

d)  Select the appropriate standards 
 

 

24.  In the process of acquiring the certificate of ISO 9000, which step follows the step of 

pre-assessment by registrar? 
 

 

a)  Take corrective action 

b)  Obtain ISO registration 

c)  Perform self-analysis audit 

d)  Select a third party registrar 
 
 

25.  In the process of acquiring the certificate of ISO 9000, which step follows the step of 

developing and implementing the quality and management system? 
 

 

a)  Set the registration objectives 

b)  Select a third party registrar 

c)  Pre-assessment by registrar 

d)  Take corrective action 
 
 

26.  In the process of acquiring the certificate of ISO 9000, which step follows the step of 

selecting the appropriate standards? 
 

 

a)  Perform self-analysis audit 



 

 

b)  Submit quality manual for approval 

c)  Develop and implement the QMS 

d)  Take corrective action 
 
 

27. In the process of acquiring the certificate of ISO 9000, which step follows the step of 

selecting a third party registrar? 
 

 

a)  Take corrective action 

b)  Obtain ISO registration 

c)  Perform self-analysis audit 

d)  Final assessment by registrar 
 
 

28. In the process of acquiring the certificate of ISO 9000, which step follows the step of 

performing self-analysis audit? 
 

 

a)  Final assessment by registrar 

b)  Set the registration objectives 

c)  Develop and implement the QMS 

d)  Submit quality manual for approval 
 
 

29. In the process of acquiring the certificate of ISO 9000, which step follows the step of 

submitting quality manual for approval? 
 

 

a)  Pre-assessment by registrar 

b)  Take corrective action 

c)  Perform self-analysis audit 

d)  Develop and implement the QMS 
 
 

30. Which of the following is TRUE for higher costs of quality? 
 

 

a)  Doing the wrong thing in the wrong way 

b)  Doing the wrong thing in the right way 

c)  Doing the right thing in the wrong way 

d)  Doing the right thing in the right way 
 

 

31. What is quality for any organization? 
 
 

a)  Solution 

b)  A problem 

c)  A specification 



 

 

d)  A project 
 

 

32. What kind of decisions did the managers make in the old paradigm? 
 
 

a)  Strategic positioning based on warfare models 

b)  Product positioning based on warfare models 

c)  Market positioning based on warfare models 

d)  Strategic and product positioning based on warfare models 
 

 

33. What is the traditional view of quality? 
 
 

a)  Quality is measured by establishing an acceptable level of conformance 

b)  Quality is measured by establishing an acceptable level of employee satisfaction 

c)  Quality is measured by establishing an acceptable level of nonconformance 

d)  Quality is measured by establishing an acceptable level of both conformance and 

nonconformance 
 

 

34. What are the ISO (International Organization for Standardization) series standards for 

industries such as aerospace? 
 

 

a)  QS 9000 

b)  AS 9000 

c)  TL 9000 

d)  ISO/TS 16949 
 
 

35. Under which perspective of the balance scorecard, would you classify inventory 

management measurement? 
 

 

a)  The customer perspective 

b)  The business process perspective 

c)  The financial perspective 

d)  The learning & growth perspective 
 
 

36. Under which perspective of the balance scorecard, would you classify corporate goals 

measurement? 
 

 

a)  The customer perspective 

b)  The business process perspective 

c)  The financial perspective 

d)  The learning & growth perspective 



 

 

 
37. One of the most effective means of implementing quality initiatives for executive 

management is to: 
 

 

a)  Establish quality goals tied to organizational performance 

b)  Conduct meetings on quality and demonstrate support for initiatives 

c)  Make public announcements explaining the company's quality goals 

d)  Hire a quality consultant to develop a total quality plan and lead its 

implementation 
 

 

38. The control of quality involves the following processes except: 
 
 

a)  Assess actual quality performance 

b)  Compare performance with goals 

c)  Act on differences between performance and goals 

d)  None of the given options 

39. Shareholder is an example of   . 

a)  Internal customer 

b)  External customer 

c)  Investor customer 

d)  Social customer 
 

 

40. Which of the following statements outlines the relationship factor? 

a)  ISO 9000 and total quality are not in competition 

b)  ISO 9000 and total quality are not interchangeable 

c)  ISO 9000 is compatible with total quality 

d)  All of the given options 
 

 

41. Which of the following statements is considered true concerning the affects of global 

integration? 
 

 

a)  It has helped fuel economic growth throughout the industrialized world 

b)  It can be the Achilles heel of economic growth 

c)  Downturns in one country can now have a ripple effect that quickly spreads to 

other countries 

d)  All of the given options 
 

 

42. Which of the following statements is not true about Total Quality Management (TQM)? 



 

 

 
a)  TQM is focused on improving product and customer service quality 

b)  TQM is expensive to initiate 

c)  TQM requires top management support 

d)  TQM requires ISO 9000 certification 
 

 

43. Which of the following statements holds true for quality assurance? 

a)  Top management's intention regarding quality 

b)  Functions determining implementation of the quality policy 

c)  Actions to provide confidence of satisfying quality requirements 

d)  Responsibilities and processes, which implement quality management 
 
 

44. Which of the following is an answer to the Second Absolute of Quality Management as 

summarized by Crosby; what system is needed to cause quality? 

a)  Conformance to requirements 

b)  Prevention 

c)  Zero defects 

d)  Price of nonconformance 
 
 

 
45. Identify the example of external failure costs. 

a)  Quality planning 

b)  Re-inspection 

c)  Material review 

d)  Customer returns 
 

 

46. All of the following are the grounds to give birth to total quality approach EXCEPT: 

a)  Obsession with quantity 

b)  Confusion and poor leadership 

c)  One employee in charge 

d)  Political disorder 
 
 

47. Which of the following is viewed as a Consistent Pair? 

a)  ISO 9000 and ISO 9004 

b)  ISO 1987 and ISO 1992 

c)  ISO 1992 and ISO 1997 

d)  ISO 9001 and ISO 9004 
 

 

48. In which century, the US broke further from the European tradition and adopted a new 

management approach developed by Frederick W. Taylor? 



 

 

a)  17th century 

b)  18th century 

c)  19th century 

d)  20th century 
 

 

49. All of the following are the grounds to give birth to total quality approach EXCEPT: 

a)  Obsession with quantity 

b)  Confusion and poor leadership 

c)  One employee in charge 

d)  Political disorder 
 
 

50.  Which of the following was developed by Motorola to improve its processes by 

minimizing defects? 

a)  ISO 9000 

b)  Six sigma 

c)  QS 9000 

d)  TQM 
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1.   During audit of the financial statements, the auditors are concerned with the verification and 

determination of which one of the following items? 

a)   Statements, accuracy, and feasibility 

b)  Date, accuracy, and reliability 

c)  Policies, value, and reliability 

d)  Cycle, policies, and reliability 
 

 

2.   Which one of the following authorities shall fix the remuneration of the auditors, if auditors 

are appointed by the SECP? (Companies Ordinance, 1984)? 

a)  Directors 

b)  Shareholders 

c)  Company registrar 

d)  SECP 
 

 

3.   For better assessing the audit risk, auditor inquires different groups in the organizations 

EXCEPT: 
 

 

a)  Board of governance and top level management 

b)  Legal counsel 

c)  Middle level management 

d)  Stakeholders 
 
 

4.   Internal sources of audit evidence for an entity includes the following EXCEPT: 
 

 

a)  Associated companies of the entity 

b)  Accounting systems, records and documents 
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c)  Non-financial data and records 

d)  Management representation and discussion 
 
 

5.   Which of the following is the least concern to an auditor regarding the client’s internal 

control system? 
 

 

a)  Efficiency and effectiveness of operations 

b)  Controls related to the reliability of financial reporting 

c)  Controls over classes of transactions 

d)  Auditors are equally concern with each of the given issues 
 
 

6.   During test of control procedure its design can easily tested with the help of: 
 

 

a)  ICQs and walk through tests 

b)  ICQs and judgment sample 

c)  ICQs and random sample 

d)  ICQS and ICEC 
 

 

7.   Which of the following is TRUE? 
 
 

a)  The audit profession is unregulated 

b)  The audit profession is regulated by its own professional body 

c)  Outside bodies sometimes become involved in the regulation of audit profession 

d)  The audit profession is regulated only by the government 
 

 

8.   The small audit firms provide the following services EXCEPT: 
 

 

a)  Liquidation and receivership work, fraud auditing 

b)  Financial management and system consultancy 

c)  Financial system planning and preparation 

d)  Tax management and statutory form filling 
 
 

9.   Which of the following is not included in the category of cash? 
 

 

a)  Deposit with banks 

b)  Checks 

c)  Postdated checks 

d)  Money orders 
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10. For measuring the quality of audit evidence auditors used the tool of appropriateness; in case 

if auditor wants to measure quantity of audit evidence which tools from the following should 

be adopted? 
 

 

a)  Relevance 

b)  Reliability 

c)  Sufficiency 

d)  Effectiveness 
 

 

11. When the cash sales should be recorded by the companies in order to achieve control 

objectives? 
 

 

a)  Record the cash sales when purchase order is received from the customer 

b)  Record the cash sales at the point they are made 

c)  Record the cash sales after some period 

d)  Record the cash sales weekly 
 

 

12. Auditors conduct auditing in accordance with : 
 
 

a)  International Financial Reporting Standards 

b)  Local pronouncements/Legislations 

c)  Financial Accounting Standards Board 

d)  All of the given option 
 

 

13. Which of the following primary assertions is satisfied when an auditor ensures that there are 

no unrecorded assets, liabilities, transactions or events or undisclosed items in the client s 

financial records? 

a)  Valuation 

b)  Completeness 

c)  Existence 

d)  Rights and obligation 
 
 

14. Standard format of Auditor’s Report as per the Companies Ordinance 1984 is described in 

which one of the following Legal Forms? 
 

 

a) Form31A 

b) Form32A 

c) Form30A 

d)  Form35A 
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15. Which one of the following audit techniques ordinarily provides an auditor with the least 

assurance about the operating effectiveness of an internal control activity? 
 

 

a)  Inquiry of client personnel 

b)  Inspection of documents and reports 

c)  Observation of client personnel 

d)  Preparation of system flowcharts 
 

 

16. Which one of the following opinions advocates that the auditor should form an opinion only 

after obtaining sufficient audit evidence instead of blindly accepting any information given 

by the management? 
 

 

a)  Auditor’s liability 

b)  Professional ethics 

c)  Professional Skepticism 

d)  Auditor’s opinion 
 

 

17. Which one of the following is NOT required as part of the audit process? 
 
 

a)  Substantive procedures 

b)  Tests of control 

c)  Assessment of materiality 

d)  Procedures to obtain an understanding of the internal control structure 
 
 

18. SECP stands for which one of the following? 
 

 

a)  Securities and Exchange Collaboration of Pakistan 

b)  Securities and Exchange Consortium of Pakistan 

c)  Securities and Exchange Commission of Pakistan 

d)  Securities and Exchange Constitution of Pakistan 
 
 

19. Which one of the following matters is generally included in an auditor's engagement letter? 
 

 

a)  Management's responsibility for the entity's compliance with laws and regulations 

b)  The factors to be considered in setting preliminary judgments about materiality 

c)  Management's vicarious liability for illegal acts committed by its employees 

d)  The auditor's responsibility to search for significant internal control deficiencies 



 

 

20. What should be the next step of an auditor after establishing the overall audit strategy of an 

entity? 

a)  To develop an audit plan 

b)  To define the scope of audit 

c)  To determine the focus of engagement team efforts 

d)  To determine the objectives of audit 
 

 

21. The establishment of the overall audit strategy involves the following EXCEPT: 

a)  To determine the characteristics of the engagement 

b)  To ascertain the reporting objectives of the engagement 

c)  To consider the important factors i.e. materiality levels, higher risks of material 

misstatement etc. 

d)  To guide the development of detailed business activities to occur in future 
 

 

22. Which one of the following mainly affects the auditor’s opinion? 

a)  Agreement on accounting policies 

b)  Limitation on the scope of the auditors work 

c)  Dispute among the members of the company 

d)  Future prospects of the company s growth 
 

 

23. Which one of the following matters does NOT affect Auditor s Opinion? 

a)  When there is a limitation on the scope of the auditor s work 

b)  When there is a disagreement with management regarding the accounting policies 

selected 

c)  When there is a disagreement with management regarding the method of applying 

accounting policies 

d)  When an auditor modify the auditor s report by adding a paragraph to highlight a 

material matter 
 

 

24. The prime responsibility for the prevention of frauds and irregularities rests with 

a)  External auditor 

b)  Audit committee 

c)  Management 

d)  Regulators 
 

 

25. Procedures designed to prevent or detect improper changes to computer programs that are 

accessed through online terminal devices are called 

a)  Programming controls 

b)  Preventive controls 

c)  System controls 



 

 

d)  General controls 
 

 

26. Reports that are designed to create an audit trail for each on line transaction are called 

a)  Transaction logs 

b)  On line reports 

c)  Audit trail reports 

d)  Internal reports 
 

 

27. Internal check is carried on by 

a)  Staff specially appointed for the purpose 

b)  Internal auditor 

c)  The members of staff among themselves 

d)  Supervisor of the staff 
 

 

28. The auditor’s main objective in making a preliminary evaluation of internal control is to 

a)  Assess whether the management has met its responsibility to establish an effective 

system 

b)  Determine the degree of reliance which will be placed on the internal controls 

c)  Identify those internal controls on which to place reliance 

d)  Identify any weakness in the system which should be reported to the management 
 

 

29. The nature timing and extent of substantive procedures are influenced by the level of 

a)  Inherent risk 

b)  Control risk 

c)  Both (a) & (b) 

d)  None of the above 
 

 

30. Which of the following are not objectives of auditing? 

a)  Ascertain the profit and preparation of P/L Account, Balance sheet. 

b)  Detection and prevention of frauds and errors. 

c)  Give a true and fair view of financial amount. 

d)  To submits the accounts to Government 
 

 

31. Instruction of audit issued by controller and auditor general of Pakistan 

a)  Statutory audit. 

b)  Final audit. 

c)  Management audit. 

d)  Government audit. 
 

 

32. Audit done by the employees of the business undertaking is called 



 

 

a)  Final audit. 

b)  Management audit. 

c)  Government audit. 

d)  Government audit. 
 

 

33. Audit program is prepared   . 

a)  To help the auditor and his staff about the work to be done while auditing. 

b)  To help the accountant to prepare the balance sheet. 

c)  To help the company to submit its accounts. 

d)  To help the shareholders to file the returns. 

34. Auditor shall report on the accounts examined by him   . 

a)  To the shareholders. 

b)  To the court. 

c)  To the bank. 

d)  To the general public. 

35. Verification of the value of assets, liabilities, the balance of reserves, provision and the 

amount of profit earned or loss suffered a firm is called   . 

a)  Continuous audit. 

b)  Balance sheet audit. 

c)  Interim audit. 

d)  Partial audit. 
 

 

36. The auditor of a government company shall be appointed by   . 

a)  The government company itself. 

b)  The central government. 

c)  The share holders. 

d)  The debenture holders. 
 
 

37. An auditor of a company will be held liable under the companies act   . 

a)  If the destroys, mutilates, secrets etc., any documents, vouchers, books etc., with a 

view to deceive any person. 

b)  If he has examined all the documents of the company. 

c)  If he has not contravened the provisions of sec.227. 

d)  If he is an auditor of the company. 
 

 

38.  The main object of the audit of the cash book may be   . 

a)  To verify the assets and liabilities. 

b)  To know that all receipts and payments have been properly recorded. 

c)  To check the internal control system in business. 

d)  To check the bank balance. 



 

 

 
39. The purpose of the audit of wage payment is to determine that   . 

a)  The work is executed completely for which the workers are paid wages. 

b)  The workers are paid the correct amount of wages under proper authorization. 

c)  The workers are working regularly. 

d)  None of the above. 
 
 

40. The first auditors appointed hold office   . 

a)  For a period of one year. 

b)  For a period of two years. 

c)  For a period of three years. 

d)  Till the conclusion of the first annual general meeting. 
 

 

41. A company auditor can be removed by   . 

a)  Board of directors. 

b)  Managing director. 

c)  Any director. 

d)  General meeting. 
 
 

42. A vacancy caused by resignation of an auditor is filled by   . 

a)  Board of directors. 

b)  Managing director. 

c)  General meeting. 

d)  Central government. 
 
 

43.  Cost audit under section 233(b) of the companies act is   . 

a)  Voluntary. 

b)  Compulsory. 

c)  Advisable. 

d)  Avoidable. 
 

 

44. Duties of a company auditor are defined by   . 

a)  Memorandum of Association. 

b)  Articles of Association. 

c)  Companies’ Ordinance 1984. 

d)  Agreement between company and the auditor. 
 
 

45. When at an annual general meeting of a company no auditor is appointed or reappointed. In 

that case 

a)  The commission appoints a person to fill the vacancy. 



 

 

b)  The board of directors appoints a person to fill the vacancy. 

c)  The managing director of the company appoints a person to fill the vacancy. 

d)  None of these can appoint a person to fill the vacancy. 
 

 

46. Which of the following factors likely to be identified as a fraud factor by the auditor? 

a)  Initial public offer of quality shares to raise additional capital for expansion 

b)  Bank reconciliation statement includes deposits-in-transit. 

c)  Plant and machinery is sold at a loss. 

d)  The company has made political contributions. 
 

 

47.  The most difficult type of misstatement to detect fraud is based on   . 

a)  Related party purchases. 

b)  Related party sales. 

c)  The restatement of sales. 

d)  Omission of a sales transaction from being recorded. 
 
 

48. Which of the following is not likely to be a fraud risk factor relating to management 

characteristics? 

a)  Tax evasion. 

b)  Failure to correct known weakness in internal control system. 

c)  Adoption of conservative accounting principles. 

d)  High management turnover. 
 

 

49. Professional skepticism requires that the auditor assume that management is   . 

a)  Reasonably honest. 

b)  Neither honest nor dishonest. 

c)  Not necessarily honest. 

d)  Dishonest unless proved otherwise. 
 
 

50. Which of the following information should a successor auditor obtain during the inquiry of 

the predecessor auditor before accepting engagement? 

a)  Information about integrity of management. 

b)  Disagreement with management concerning auditing procedures. 

c)  Review of internal control system. 

d)  Organization structure. 


