: - . 2 5 nts
odel ExIt Exam for Accounting & Financ¢ >~ Hd.tm questions.
siructions: Choosc the i}c_-..*;i answer from the j;iw:_!'L alternatives. Anr;wcr_ldi .].;L-nuilliﬁi—.’,
|  Which of the following 1s an example of an external user ol financidt s
information? . | [nvestor
A Company CEO a. F”l‘:fﬂj“d oy 1
5 Factory Manager p. Chief OPesy ”Ei]ji:;:th
7 A company receives a Bire 5,000 wility ball but does not pa 1000 -
"~ What is the adjusting cniry required at the end of the curren month”
A. Debit Cash 5,000; Credit Accounts Payable 5,000
B. Debit Accounts Payable 5,000; Credit Utility Expense 5,000
__(=Debit Utility Expense 5,000; Credit Accounts Payable 5,000
‘D. Debit Utility Expense 5,000; Credit Cash 5.000
3. The yial balance lists the balances of all accounts befor
adjustments, the adjusted trial balance proves the equality ot:
A. Debits and credits of only the income statement accounis.
B. Debits and credits of only the balance sheet accounts.
C. Total permanent and total temporary accounts.
®. Total debits and total credits of all accounts.
4. Under the periodic inventory system, the account used to record

e adjustments. After posting the

the transportation cosf

paid by the buyer 1s:
A. Inventory ~&- Freight-In 4
B. Freight-Out . Cost of Goods Sold

5 A manual accounting system relies on source duculn_fms. which document provides the
authoritative source for recording a credit sale?
A. Purchase Order ' C. Cash Register Tape
B-Sales Invoice D. Receiving Report
hat is the impact of recording a NSF (Not Sufficient F unds) check on the Bank Balance
side of a bank reconcihation?
AL It 15 a deduction.
B. It is an addition.
C. It has no effect.
D. It is treated as an outstanding check.
7. The accounting concept that dictates Accounts Receivable should be reported on the
balance sheet at the amount expected to be collected 1s:
A, Conservatisn €. Net Realizable Value
B. Historical Cost D. Materiality |
$. A company uses the FIFO method. If the cost of goods available for sale is Birr 100,000
and ending mventory is Bur 30,000, what is the Cost of Goods Sold (COGS)? :
A, Birr 30,000 - C.Bir 100000
B Birr 70,000 D. Birr 130.000

9. According to IAS 2 Inventories are measured at the lower of ¢os
: i 1 5 ":"':.__.:‘.'..':_'_'- "'?s:' HEiL e ; C0 St an - -y 5
value (LCNR V). Net Realizable Valuc is defined as; d net realizable
A, Fair value less costs to sell.
R Estimated selling pfitc'f'i'éﬁﬁ"ﬁﬁfﬁﬁ.ﬁtﬂ: costs of completion and soll:
C. Replacement cost of the Inventory. ling expenses.
D. Original cost of the inventory.
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II..

i
L

Birr 500,000. It has an estimated |; f of 5 years and 5 \

o fof i \
_@ as purchast ';m-x. Using the Double-Declining Bafance Method, wha the
machimc W= ROttt .-j Aty '
ol o e e Bl AL 1L &kdr.
a e value oL r the SCCona :
.‘u.l.] Wit C : ‘r'l.”j‘l w !5":[!:““ !: I C.. B"T ISU‘GUG H‘l

A Birr 200,000
—B. Birr 120,000

o - 'l;“!'_'
= y f ”!_-‘[.” ;
Il. The cost o i re. el
A A revenue expe "”l'H e asset ready for its intended yse.
F g (e aaec

=B- Necessaly 10 mak
C A period cosl. o < ibority
i 2 1dA e e : ' | |

D. Required by the Joyment Income Tax pmclamal‘mn, the pension b

[2. In the Ethiopian Emp o vee's salary is:
deducted from an gmLL..}.—E—L— :
A. Taxable as part of gross mu?m‘c,, - o
-H-—l= 1ly deductible from gross INCOINE DELOre calculating tax.
—Fully

sew piece of equipment should be capitalized because it is:
d e

C. Subject to a 10% flat 'ﬂ’",”[_f}
id entirely by the employer. _ . et
13 E 'p[: E:;:;T;; ?q }i; rsonally insolvent but has a debit balance n their capital account
= 11. : ? ) i .- 5 - ; a'
during liquidation is referred (o as a: :
A. Solved partner & D_eﬁf:_lenr partner
B. Realization partner - I_H"__ILF'-lEd_P’-_lmmf f : ’
t4. The maximum number of sharcholders permiited m a Private Limited Company (PLC) in
Ethiopia is:
A 50 C.log
B.2 _ D. Unlimited
I5. The par value of a share of stock represents:
A. The current markey price of the stock. :
B. The maximum price the company can sell the stock for. .
=&, The minimun legal capital per share that must e retained by the corporation.

D. The value set by the National Bank of Ethiopia. |
16. Which characteristic is part of fhe fundamental qualitative characteristics defined by the
IASB Conceprual Framework?

A. T‘En‘{elincss '\.S\E_,z_i"i_thful Representation
B. Verifiability D. [J_ndc;:stangiabi'ﬁt}‘

I7. An impairment loss oy , tangible asset should be recognized immediately in profit or loss.

o ‘ - .
when the asset's CATYING amount exceeds its:

A. Original cost. C. Value in use.
B. Fair value less cogts sell, Rccuvmhl&anmunt

18. When using the aging of Teceivableg method to estima e uncollectible accounts, the

<caleulated amouyy Iepresents:
e 1 hredang % Debt Expense forthe period.
B The required ending balance of Allﬂwiﬁﬂfﬂfmuhﬁfﬂ] Accounts.

. ’;{‘ﬁ ey be collected next period.

EQC%Q ."l.:r;':im:ii' ;Tﬂm?ium Of receivgpeg to be written off. ized if they meet the criteri.

= NOSIS meurred afior . e e e : taria
for 226l the 4CQuisition of 5 plant-a&sﬁl?ﬁfﬁ?%ﬂl@!?@@-l S g

A Additions ang Improyen, ents that [ﬂﬂfﬁ&ﬁﬁTﬁ@*@hﬁmmh&ﬂﬁh‘e asset.
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rylar maintenance and repairs

Replacing minor parns of the machine
. Pecreasing the book value of the geset

\ plant asset IS L'_thuired in exchange for a non-monetary 85S¢ 1f the ransaction lacks
comMErt E_I” substance, the new asset is recorded at:
A The fair value of the asset given up
B_The fair value of the asset received.
‘t.\”LhL carrving amount (book value) of the asset given up-
0. The current replacement cost. :
g purL'haE-Ed intangible asset that 1s determined to have an indefinite useful life (€.,
brand name) should be accounted for by:
A Amortizing it over 40 years. g
B. Amortizing it over its expected useful life.
=%, Not amortizing it, but testing it for impairment annually-
D. Expensing the cost immediately.
72 JFRS requires a Provision to be recognized only when an entity
(legal or constructive) as a result of a past event, and:
A The amount can be reliably estimated, even if payment is 100 [I}mhable. |
~—8-1t is probable that an outflow of resources embodying economic benefits will be
required to settle the obligation.
C. It is a contingent liability.
D. Itis less than Birr 100,000, ;
53. A bond is issucd at a premmm. The amortization of this premium using the effective
interest method will:
A Increase the interest expeiise each period.
—~B. Decrease the interest expense each period.
C_ Have no effect on the interest expense.
D. Increase the carrying value of the bond each period.
24 Under IFRS 9, a debt investment should be measured at Fair Value Through Profit or
Loss (FVPL) if the business model is:
A Held to coliect contractual cash flows.
B. Held to collect contractual cash flows and selling.
-€. Held for trading purposes.
D. Classified as a pon-current assel. i
25. The Equity Method of accounting for an investment is required when the investor holds:
A Less than 20% of the investee's voling stock. jod
=B Between 20% and 50% of the investee's voting stock, indicating significant influence.
¢ More than 50% of the investees voting stock. '
D. Only debt securities. 6 .
26. A taxable temporary difference arises when the carrying amount of an asset is:

has a present obligation

-

A, Less than its tax base. C. Equal to its tax base,
~B-Greater than its tax base. - D. Less than its fair value.

47 W7ksch st inie (PR 1o morlE ol plosating the tansaction price t sepersie
performance obligations b ased on their standaloue selling prices? i e
A. Step 1: [dentify the contrach. .


BORE-PC
Pencil

BORE-PC
Pencil

BORE-PC
Pencil

BORE-PC
Pencil

BORE-PC
Pencil

BORE-PC
Pencil

BORE-PC
Pencil

BORE-PC
Pencil

BORE-PC
Pencil

BORE-PC
Pencil


gan cuon price.
4te 10*

syelt ue i ;
[} E:ILP B I.Fpé..i:ai[ et ¢ ol Cash Flows {SCF) ua'
28, When pre eparifé = “,q be:
on sale of €4WF e ﬂ[ g
A, Added 0 Net In€
e £ Df-ducted from *
i Treated a5 4 s
D. Ignored. ¢
29. Under IFRS
an‘&ngemn:nt s L«l *"*ﬂ
A. Jomt Opm!lﬂﬂ(
‘B‘Jﬂlﬁt Venture (
30.Ina Joint Dpuatmﬂ {J

Ne t; .,gme
ate €
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s business combination the a
Sl -,-,a_-_;iur*::;!_ the lhlh]!l

\ . Carrying amounits
—B-Fairv

1 ¢ ore the identifiable
CQuUIrer must recoenize and measure ! ;
1 . interest ENL” ar their:

Hes assumed, and any non-controlling
: _ ¢ Histonecal cosls.
dl_uu:. al the acquisition date: D Present values.
| !:""."'-['“h mcurred by the Acquirer 1o effect a business ‘ Sy hination (6.8 legal and
advisopyfees) ,nust be- ‘1 a business comet
A. Capitalized as pan of the cost of the Investment
+- Expensed immediately in profit or loss. ent.
C. Treated as a reduction in share prt:mihul-n
D). Capitahized as part of goodwi]l. :
39, If the fair value of the net identifiable assets acquired excoeds the consideration

I_r‘.jnfﬁ:*rrﬂtfl pI_us. Ihn_: fair value of the NCI, the result is recognized as &
A. Goadwill impairment loss,

—87 Gain from a bargain purchase
C. Deferred credit,
D. Negative goodwill account.
40. In a consolidation worksheet, the elimination entrv for the intereompany sale of inventory
at a price higher than cost requires a Debit 1o which account to ehminate the unreahized

(immediately in P/L).

profit?
A. Inventory —& Cost of Goods Sold
B. Sales Revenue D. Retained Eamings

41. The fundamental principle that justifies the consolidation of a parent’s and subsidiary's
financial statemenits is the Economic Entity Concept, which states that:
A, The parent company's shareholders control the subsidiary.
B. The subsidiary 15 a separate legal entity.
_C-The parent and subsidiary operate as a single reporting entity.
D. All transactions must be recorded at historical cost.
The Non-Controlling Interest (NCI) is presented in the consolidated balance sheet as a
~ component of:
A’ Current Liabilities —€. Equity
B. Non-Current Liabilities D Deferred Revenue
43. When translating a foreign subsidiary's financial statements using the Current Rate
Method, the sub's Share Ca]flltﬂl is translated at the:
A. Closing Rate ' -—‘:"H istorical Rate
B. Average Rare . D. Farward Rate
44. The translation of a foreign currency monetary asset (e.g., Accounts Receivable) at the
balance sheet date will result in a traslation gmn ot 10ss recognized in Profit or Loss if
the foreign operation is considered:
A. A Joint Venture. TN
—Blighly integrated (i.c., using the temporal method).
C. A forcign entity (i.c., U’Sfﬂg'ﬂ!ﬁ{?'ﬁ]ﬁ"ﬁw rate method),
D A sepacate fimctional eatllys - P08 L Lo L
45 Management accounting primarily provides thiormation (o intemal managers for
urposes of: Al S '
PA External repurtiﬁg-:‘&'nd::@'iﬁfﬁﬁﬁﬁ}lﬁﬁ% :

—RB. Planning, control, mddﬂcﬂiﬂ“makmg =
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nished goods are sold
natertal 18 purchased

Ihe production order is completed .
[ he calculation for th ; S
. & ~mal hours at 4 :.ﬁ \Dircm Labor Efficiency Variance COMpares:
A iL;ﬁ 1._|_ i jjl. he actual rate vs. Actual hours a1 the standard Ta1&:
_—j— wciual hours at the standard rate ve. Standard hours allowed at the giﬂﬂdﬂfd rate.
C Actual hours at the actual rate vs. Standard hours allowed at the actual rate.
. Actual hours -iit the standard rate vs. Standard hours allowed &t the actual rate.
<7 The goal of the financial manager should be to:
A Maximize the firm's net income. &
B. Minimize the firm's expenses.
~&- Maximize the current market value of the company's stock.
. Maximize sales revenue.
c4 Which ratio measures a company's ability to pay off its chort-term liabilities without
relying on inventory?

A Current Ratio -&. Quick ratio (Acid-Test Ratio)
B. Debt-to-Equity Ratio D Inventory Tumaovet
59. The process of finding the present value of a series of future cash flows is called:
A. Compounding —&. Discounting
B. Annuitizing D Capitalizing

60. The unsystematic nisk (diversifiable risk) component of an investment's total risk can be
primarily eliminated through: '

A. Selling short C. Buying index funds
B. Diversification —P—increasing beta

61. The Cost of Retained Earnings is generally considered to be equal to:
A The cost of new common stock. 4
B The after-tax cost of debt.
€. The cost of common stock equity (e.g., using CAPM).
[ The dividend payout ratio. g
62, A major lim itation of the Payha_v._:k_.Paﬂadﬁhﬁpi@iﬁuﬂgcting method is that it
A. Does not use cash flows. e
-B. Ignores cash flows that aceur af‘mrthe ack period.
C. Req uires complex discounting calculations.

D. Does not account for the initial investment.

. The Degree of Operating Lﬁ??ﬁgg:-E}fﬂ?ﬁ@lwlamﬂ by dividing the percentage

change in EBIT by the percentage change in: ? g
A. Net Income €. Eamings Per Share (EPS)
R, Sales = D. Fixed Costs

64 The Residual Dividend Policy uggests that a fimm should pay dividends only et
A. lis current ratio machts AL SR
B. Satisfying all acceptable vestmient OPPOTIUAILICS.

2 Tho stork price has reached it bisKOrical high.

D. All short-term debt has be R
! (ing a preliminary forecast of future financial statements

65. The simplest method for goneratits
is the: '

A. Regression Analysis Metiod: B Market Share Analysis.
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Monle Carlo Simulatipn
k_f_ Percent of Sales Method. ) L D. !;:[G[ o
tal oz ; ¢ 18 determined by muminmzing e s
66. The optimal cash balance 15 de )
A. Receivables and Payables,
5 ; “ost of G Sold.
B. Sales and Cost ol Goods & ; o et
SC. Opportunity cost of holding cash and cost of transacting/converting asscets.
- ‘ ) bt "
D Fi 0515 rariable costs.
[}. Fixed costs and vanab | |
A financing stratcgy that nses permanent (long-ierm) capital to finance pennanem_curmm
assets dnd uses short-tenn financing 1o cover fluctuating (seasonal) current assets 1s

called the:
A, Aggressive Approach.
B. Conservative Approach.
~&-Maturity Matching (Hedging) Approach,
D. Short-term Reliance Approach. _ |
68. The primary mechanism through which funds are transferred from savers to borrowers is
the:
A. Fiseal System C. Political Svystem
*Financial System D. Operational Svstem
69 Which tvpe of financial institwtion pools funds from many investors to purchase a wide

variety of securitics, offering diversification?

A. Commercial Banks ~~Mutual Funds
B. Insurance Companics D. Central Banks

70, A comntercial bank's primary function 1s to:
A. Underwrite initial public offerin 25 (IPO)s).
~B. Accept deposits and extend loans.
€. Regulate the money supply.
D Insure bank deposits.
71- The Term Structure of Interest Rates (Yield Curve) is typically upward-sloping when:
A, Shoit-term rates are higher thag long-term rates.
-B. Investors expect furure mflation m]d-intcresl, rates 1o rise.
'C. The economy is in a recession. :
D The risk-free rate is zero.
12, The market where firms first sell new issues of stocks and bonds to the public is the:
A ,S_e.cmldary Market —€. Primary Market
___ B. Money Marker D. Derivatives Market
73. Ttﬁasury Bills (T-Bills), which are short-term debt instruments issued by the govermment,
are typically traded in the:
g..-_f:,‘jgpix;ai Market C. Foreign Exchan'gt: Market
~_ B-Money Market D. Futures Market
74 '-;F {-n,aq;';?i'regulation 15 often justified on the grounds of preventing Systemic Risk, which
refers to:
A The risk specific 10 2 single company. _
_]_3; Thﬂl'l‘lﬁk of the entire financial system collapsing due to the failure of one or a few key
mstitutions.
E The r sk of inflation.
D. The risk of fraud i

e e g R 0L the primary market. . '
?5-‘*ﬁl]"j’i’.'@.&--‘ﬁﬂﬂﬂti'ﬂl System 18 traditionally considered to be bank-based because:
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A. There are 1o INSUrANce compac:
B “mﬂ_jcfc"’.”l banks ]‘lhiuri-:-.h;ﬂ--miu
corporale hinance. J dominm:
. The central bank is private]y i
: . ) ned,

3. There are many {oreign banks UPH

e } » = : eTallnge

76. The T-H'ﬂ.un’" Purpose, and Scope of an 1‘&113{1 I fi
A Provide absolule assurance thy {h { e
sstatements,

e the Byvsters and serve is the main source of

[eHIEnLs 15 primarly 1o:

el st
[ material

inancial statements are frec o

(Obtain a high. but nat 5 i ;

: £ = e absoluie I oy dements are free from
- g . level of assurance the 1 slalc menks «

material msstatement. ssurance that the

= {"::mf}r that the financial statements are 100%, accurate.
B ¢ JUEllI'ﬁl"l'Lt.’:ﬂ .lhﬂ future viability of the entity
77. What 15 the iuglhc.-';l level of ethical rﬁquir«:me_m for professianal qccountants in Ethiopia?
A. Due professional care
B. Professional competence
@-Tntggmy, Objectivity. Professional Competence Confidentiality, and Professional
Behavior. i
. Comphance with all tax laws.
78. The erganization that 1ssues Intemational Standards an Aundiing (ISAs) 15 the:
A International Accounting Standards Board (IASB).
B.International Auditing and Assurance Standards Board (IAASB).
C. International Federation of Accountants (IFAC).
D. Public Company Accounting Oversight Board (PC AOB}
79, The auditor inust establish an understanding of the terms of the encagement with the
client. This understanding is typically documented in the:
A. Management representation lefter. C. Audit Report.
_B. Engagement letter, D. Internal contral memorandum.
40). The primary responsibility for the preparation and fair presentation of the financial
<laternents in accordance with IFRS lies with:
A. The external auditor.
B. The audit committee. |
41 Ap auditor will 1ssue a Qualified Opinio
material misstatement that 1s:
A. Pervasive.

£ Mapagement.
: D The mternal auditor,
n when the financial statements contain a

. bnmaterial.
B ﬂn@aﬁﬁ. ; e . An impmtf:-r?ai- SCOpE limitation.
92 When using attribute sampling for iests :}1—-—.1_;;4:1[1&*11?: the sampling risk is the risk that the
" uditor's conclusion based on the sample may be different from the conclusion had the
entire population been subjceted 1o the same audit procedure. This risk is typically
referred to as the risk of.
A. Incorrect acceptance. g
B Assessing control risk 100 it sh or 00 JO¥.
C. Statistical error-

83. Téﬂlﬂfﬂiiﬂﬁ;ﬂ@iﬁﬂ!ﬁ"'-1ﬁ'!;f_lli=’iﬁr_}i-’&ﬁ-ﬁﬁ}i@?’_ﬁﬂ’ﬁm;.?*-rf'{.[; n a population that the auditor s willing 1©
atc: o i o aicestly EHIBLIEACTIEE "

A. Sampling risk. B. Conuol visk.
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