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Accounting – Logical Reasoning – ICAI Module – Preliminary 

 

MEANING & SCOPE OF ACCOUNTING 
 

 
Ans. (i) (d) Book Keeping : Book Keeping is recording of the transactions entered by the business in 

systematic way. 

 (ii) (d) Dictate the specify types of business enterprise transactions that the enterprises may engage in. 

  Accounting is done to record all the transactions in a systematic way, so that the summarized data 

can be communicated to the users of accounting. 

 

 
Ans.: (b) It is factual, so it does not require judgment to prepare 

 Many of the times the transactions are recorded at the judgment of the management, like depreciation and 

valuation of stock.  

 

 
Ans.: (a) Recording of Financial Data 

 Remaining two are the part of financial accounting and management accounting. 
 

 
 

Ans.: (d) Ledger Posting 

 As the same is the process of accounting. 
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Ans.: (a) Accounting 

 Book Keeping is the process of recording the data, financial statements are the part of accounting. 

 

 
Ans.: (c) Accounting Reports 

 As the accounting reports are the end result of the accounting done by the organization. 

 

 
Ans.: (d) All of the above 

 These all are the external users of the accounting information. 

 

 
Ans.: (d) Assets and Liabilities expressed in non-monetary terms 

 As the data which is not measurable in monetary terms cannot be recorded in books of accounts 

 

 
Ans.: (c) A Transaction as well as an event 

 All transactions are necessarily events first and hence this transaction is event as well as transaction. 

 

 
Ans.: (a) An Event 

 As the closing stock is available for sale, hence is an event. 
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Accounting Concepts, Principles and Conventions 

 

 
Ans.: (b) Business Entity 

 The basic assumptions as given by AS 1 are Consistency, Going Concern and Accrual. 

 

 
Ans.: (b) Relevance and reliability 

 As the financial statements provide all the related information and as recording is based on laid down 

principles the data is generally reliable as well. 

 

 
Ans.: (c) Consistency 

 The same method is charged by following the consistency concept. 

 

 
Ans.: (d) Total assets increased by Rs. 400000 with corresponding increase in liabilities by Rs. 400000 

 When the asset of Rs. 500000 is purchased by making a down payment of Rs. 100000 the net increase in 

assets is of Rs. 400000 and as a bill is signed the corresponding increase in liability is of Rs. 400000 

 

 
Ans.: (c) Matching  

 The expenses related to the goods sold and the amount of closing stock is considered in calculating profit. 

 

 
Ans.: (b) Conservatism 

 The anticipated incomes should not be recognized under the conservatism concept. 
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Ans.: (a) Increase in assets and increase in liability 

 The business entity concept says the capital brought in by proprietor is the liability of the business and 

hence when the proprietor brings in the capital it is increase in assets and increase in liability. 

 

 
Ans.: (c) Earning Revenue 

 With the help of assets, the firm is able to produce the goods and services which can be sold in market to 

earn revenue for the business. 

 

 
Ans.: (b) Sale is made 

 The payment for goods sold, if on credit, is realized within the given credit period, and for cash sales is 

realized immediately on sale. 

 

 
Ans.: (a) Understatement of Assets 

 When the anticipated losses are recorded it results in either the understatement of assets or overstatement 

of liabilities. 

 

 
Ans.: (b) Decrease in Cash 

 Decrease in creditors is as a result of payment to the creditors, hence the cash balance decreases with 

decrease in creditors. 

 

 
Ans.: (c) Matching  

 Matching concepts talks about the recognition of expenses in a period in which related income is 

recognised. 
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Ans.: (d) None of the above 

 As Going concern concept assumes that the business will exist indefinitely into the future and accordingly, 

the assets are recorded at their historical value and resale value of assets is irrelevant.   

 

 
Ans.: (a) Periodicity  

 To measure the results of business transactions the total period of the enterprise is divided in small period 

as per the periodicity concept.  

 

 
Ans.: (b) Decrease of another asset or increase in liability 

 When a new asset is purchased, payment for the same is to be made, if purchased against cash, hence 

decrease in another asset. If the asset is purchased on credit it results in increase in liability. 

 

 
Ans.: (c) Retains total assets unchanged 

 Purchase of machinery will increase fixed assets and payment of cash will decrease current assets, hence 

total assets remain unchanged. 

 

 
Ans.: (a) Cost  

 The Cost concept specifies that all the transactions should be recorded at their cost. 
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Ans.: (d) Rs. 133000 

 Profit as given 125000 

 Add: Value of Asset recorded as expense 25000 

 Less: Anticipated Profits Recorded (Conservatism) 10000 

 Less: Salary Expense for the year(Matching Concept) 7000 

 Corrected Profit 133000 

 

 
Ans.: (a) Historical Cost 

 As per the cost concept, the assets should be recorded at their cost. 

 

 
Ans.: (a) Conservatism 

 No Anticipated incomes should be recorded in the books of accounts, all anticipated expenses and losses 

should be immediately recorded. 

 

 
Ans.: (d) Accrual 

 All expenses and incomes accruing to the period should be recorded in the books of accounts. 
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Accounting Policies 
 

 
Ans.: (d) All of the above 

 Generally the organization should follow the same accounting policies consistently, however it can change 

the same any of the above is present. 
 

 
Ans.: (b) Prudence 

 If the net realizable value is lesser than cost, the same should be recognized as the firm will not be able to 

recover more than the same. 
 

 
Ans.: (d) All of the above 

 These are the exceptions to the rule of consistency for conservatism and prudence. 
 

 
Ans.: (b) Understate/overstate the performance and financial position of a business entity 

 As the selection of inappropriate policies may result is positive or negative way, hence both the 

understatement as well as overstatement is possible due to that. 
 

 
Ans.: (c) Both (a) and (b) 

 The accounting policies specify the policy and how to follow the same. 
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Accounting as a Measurement Discipline - Valuation Principles, Accounting Estimates 
 

 
Ans.: (d) All of the above 

 To record a transaction in the books of accounts one must identify the objects and events, the scale at 

which it has to be measured and the dimensions to measure the same. 
 

 
Ans.: (c) Future Value  

 None of the transactions is valued at its future value, which is dependent on various circumstances 
 

 
Ans.: (c) Realizable Value 

 As the company has valued the asset at its market value. However this is the violation of cost concept, 

which says the transactions should be recorded at the cost at which those are entered. 
 

 
Ans.: (d) Both (a) and (b) 

 Example is change in method of depreciation, wherein on change in method the depreciation short 

provided or excess provided is provided for. 
 

 
Ans.: (b) Rs. 20,00,000 as given 



PRILIMINARY/ICAI/MCQs LRPRILIMINARY/ICAI/MCQs LRPRILIMINARY/ICAI/MCQs LRPRILIMINARY/ICAI/MCQs LR 

ZPA: EDUCATING GENERATIONS               ZPAPL/CPT/ACCOUNTS/2011 

-: 9 :-

 
Ans.: (d) Rs. 12,00,000 as given 

 

 
Ans.: (a) Rs. 10,00,000, it is the original cost of machinery purchased 

 

 
Ans.: (c) Rs. 15,00,000 as given 
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Basic Accounting Procedures - Journal Entries 
 

 
Ans. (c) Cash Account, As the rent is paid and rule is credit what goes out for real accounts. 
 

 
Ans.: (a) Debtors account, as the amount is not receivable from the debtors. 
 

 
Ans.: (b) A Credit to the Accounts receivable account of Rs. 2100 

 Receivable from Mohan is irrelevant for second transaction (MBKL) 
 

 
Ans.: (c) Balance Sheet , It shows the financial position of the entity as of a particular date. 
 

 
Ans.: (c) Stock of Materials, Remaining Three are the fixed assets. 
 

 
Ans.: (a) Credited to Bad Debts recovered Account 

 As the amount receivable earlier is written off by the entity and there no balance receivable from the 

debtor on that account. 
 

 
Ans.: (a) Personal , Amount paid to a person 
 

 
Ans.: (a) Personal, Amount is payable on acceptance to a person 
 

 
Ans.: (c) Nominal, Rent is an expense for the business 
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Ans.: (a) Personal, Proprietor being a natural person, his account will be personal account 
 

 
Ans.: (b) Real, Patents are the assets owned by the business. 
 

 
Ans.: (b) Expense (E), Amount paid to employees for services provided by them to business 
 

 
Ans.: (c) asset (A), Ownership of business used for production and earning revenue 
 

 
Ans.: (d) Liability (L), Amount payable is an obligation for business 

 

 
Ans.: (a) Revenue (R), Amount received on recurring basis 
 

 
Ans.: (c) Asset (A), Goods held for resale 
 

 
Ans.: (c) asset (A), Right to receive the amount from debtor on account of credit sales 
 

 
Ans.: (c) Asset (A), Owned by the business for production and earning revenue 

 

 
And.: (d) Owners Capital, Net earnings from the business belong to the owner of the business as a reward for risk 

taking. 
 

 
Ans.: (i) Two Accounts, every transaction will have a debit effect in one account and credit effect in another. 
 

 
Ans.: (ii) cash, Goods are sold for Cash, debit what comes in 
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Ans.: (iii) Cash Account, Cash going out of business. 
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LEDGERS 

 

 
Ans.: (a) Posting 

 

 
Ans.: (c) Balancing of an account, to know the net balance of the account 

 

 
Ans.: (a) a chronological order and analytical order respectively 

 In journal the transactions are recorded chronologically and in ledger entries are posted analytically. 

 

 
Ans.: (b) Principal book of accounts 

 

 
Ans.: (d) Whatever is the balance in the nominal accounts is transferred to profit and loss account to know the 

profitability of the business. 
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Trial Balance 

 

 
Ans.: (c) Rs. 500 cash payment to creditors is debited to creditors for Rs. 50 and credited to cash as Rs. 500, as one 

effect of the entry is given with a different amount than the other. 

 

 
Ans.: (a) The debit total will be greater by Rs. 3000 that the credit total 

 Amount Received debited to Cash account Rs. 1500 + While Posting, posted to debit of rent instead of 

crediting, Rs. 1500 

 

 
Ans.: (b) trial balance, to know the arithmetic accuracy of ledger accounts. 

 

 
Ans.: (b) debited to suspense account, as debit side is short, suspense account will be shown on the debit side. 

 

 

 
 

Ans.: (b) wrong placing of salaries account, salaries is an expense and will have debit balance, should be shown on 

debit side and not on credit side. 
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Subsidiary Books 

 

 
Ans.: (b) Purchase Return Book 

 Whenever the goods are returned to supplier, document providing the details of returns is called as debit 

note and is recorded in purchase return book. 

 

 
Ans.: (b) Cash Book, will be recorded in cash book discount column on debit side. 

 

 
Ans.: (a) Journal Proper, as the motor car is a fixed asset not purchased for resale and is purchased on credit. 

 

 
Ans.: (c) Sales Book, all credit sales are recorded in sales day book 

 

 
Ans.: (d) Cash Book, All receipts and payments are recorded through cash book 

 

 
Ans.: (a) Journal Proper, all rectification entries except those involving cash/bank are recorded through journal 

proper. 

 

 
Ans.: (a) Purchase Book, all credit purchases are recorded through purchase day book 
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Ans.: (d) Journal Proper, to reverse the entry made earlier 

 

 
Ans.: (b) Purchase Book 

 

 
Ans.: (c) Journal Proper, As no payment is made for the same, all finalization and adjustment entries are made 

through journal proper. 

 

 
Ans.: (d) Purchase return, goods returned to a supplier are recorded through purchase return journal 

 

 
Ans.: (b) Purchased on Credit,  

 

 
Ans.: (b) The quantity of a particular product sold during the period 

 The subsidiary ledgers generally don’t provide for quantitative details. 

 

 
Ans.: (a) Purchase account, Posting of the total of purchase day book is done to the debit of purchase account. 

 

 
Ans.: (b) All credit purchases 
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Ans.: (b) credit purchase of goods dealt in 

 

 
Ans.: (c) Return of goods sold 

 

 
Ans.: (a) is a part of journal, as it is the book of prime entry for all credit sales 

 

 
Ans.: (a) Posted to the debit of the purchase account 

 

 
Ans.: (a) The credit side of sales account 
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Cash Book 
 

 
Ans.: (d) debit to the discount allowed account, as it is an expense that is allowed to customers 

 

 
Ans.: (d) All of the above 

 

 
Ans.: (a) Subsidiary book, Principal book, all cash transactions are recoded through cash book and no separate 

account is made to know the cash and bank balances. 

 

 
Ans.: (c) Petty Cash Column, A separate account is prepared for petty cash account 

 

 
Ans.: (d) Nowhere in the cash book, as the same is not yet paid 

 

 
Ans.: (b) Three column cash book is prepared 
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Ans.: (c) all cash receipts and payments 

 

 
Ans.: (c) an asset, as it represents the balance of cash with petty cashier, cash is an asset for business 

 

 
Ans.: (a) in the cash book, as cash will be received against the same 
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Capital and revenue expenditure and receipts 
 

 
Ans.: (a) Capital Expenditure, all expenses incurred in purchase and installation of assets are treated as capital 

expenditures 

 

 
Ans.: (b) Revenue Expenditure, legal expenses are the recurring expenses for the business 

 

 
Ans.: (a) Capital receipt, entrance fee is received only once at the time of admission of member 

 

 
Ans.: (b) Revenue receipt, as it is recurring in nature, however if the subsidy is received to start a business will be 

treated as a capital receipt 

 

 
Ans.: (a) Capital Receipt, loss by fire is a non recurring event 

 

 
Ans.: (b) Revenue receipt, received on a recurring basis 

 

 
Ans.: (c) Capital receipt, amount is received as a loan which is repayable 

 

 
Ans.: (d) Revenue receipt, received on account of bad debts written off earlier 
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Ans.: (d) Rs. 12700, all expenses incurred to acquire the asset and make it ready to use is treated as capital 

expense and debited to asset account. 
 

 
Ans.: (a) The sale is made, As per the accrual concept, revenue is recognized when the amount becomes 

receivable 
 

 
Ans.: (c) Rs. 30000, As repair cost and whitewash expense does not increase the capacity of the building, whereas 

the extension of building is and cost of improvement is done for structural changes in building. 
 

 
Ans.: (b) Revenue expenditure, being a recurring expense 
 

 
Ans.: (a) Capital Expenditure 
 

 
Ans.: (b) Revenue Expenditure 

 

 
Ans.: (b) Revenue Expenditure 

 

 
Ans.: (c) Deferred revenue expenditure 

 

 



PRILIMINARY/ICAI/MCQs LRPRILIMINARY/ICAI/MCQs LRPRILIMINARY/ICAI/MCQs LRPRILIMINARY/ICAI/MCQs LR 

ZPA: EDUCATING GENERATIONS               ZPAPL/CPT/ACCOUNTS/2011 

-: 22 :-

Contingent Assets and Liabilities 
 

 
Ans.: (a) The possibility of an inflow of economic benefits to the business entity 

 When the inflow is uncertain it is called as contingent assets, the same is not recorded in the books of 

accounts as per the conservatism concept. 
 

 
Ans.: (b) in the report of the approving authority 

 The contingent assets cannot be recorded in the books of accounts, however it can be conveyed to the 

users through the notes to accounts or within the report of approving authority. 
 

 
Ans.: (c) Contingent Liabilities 

 As the outflow or amount to be paid is uncertain. 
 

 
Ans.: (a) Provision 

 As the exact amount to be paid is not known, hence it is treated as provision 
 

 
Ans.: (a) Recognized, through the footnotes to the financial statements 


