
1-1  

hypothetical scenarios (problem questions) and are asked to analyze the legal issues involved. These require students to apply specific legal principles and statutes to the facts presented in 
the scenario.Multiple Choice Questions (MCQs): Some law exams, particularly in foundational subjects like contract law or tort law, may feature MCQs designed to test knowledge of legal 
terminology and fundamental concepts.Long Answer Questions: These questions may require students to elaborate on a particular legal principle or case, exploring various perspectives or 
discussing its implications in practice.2.3. Skills Tested in Law ExamsLegal Analysis and Application: Law exams test a student’s ability to identify relevant legal issues, apply appropriate laws 
and precedents, and reach conclusions based on the facts presented. This requires a deep understanding of case law and statutory law.Critical Thinking: Law students must think critically 
about the ethical implications of legal decisions and analyze the potential consequences of legal interpretations.Research Skills: Preparing for law exams often requires students to research 
case law, statutes, and legal commentaries to build a solid understanding of the material. Law exams may include citations or the need to reference specific legal sources.Structured Writing 
and Argumentation: Law exams evaluate students’ ability to write clearly and logically. Students must organize their answers to present coherent arguments, with well-supported claims 
based on legal precedents.2.4. Preparing for Law ExamsLaw exam preparation involves extensive reading of case law, textbooks, and statutes. Active engagement in discussions and analysis of 
current legal cases helps students develop the necessary skills for applying theory to 
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Multiple Choice Questions 

 
1. Which of the following best describes the main reason that independent auditors report on 

a company's financial statements? 

A. Management fraud may exist within the company and it is likely that the independent 

auditors will detect it. 

B. Users of financial statements need confidence in the numbers they base their decisions on. 

C. Misstated account balances may be corrected as the result of the independent audit work. 

D. The accounting system from which the financial statements are derived may have a poorly 

designed system of internal control. 
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2. Reducing information risk means the same as  . 

A. serving the public interest 

B. monitoring economic activities 

C. improving the credibility of information 

D. ensuring generally accepted accounting principles are used to measure profit 
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3. In an audit engagement, the three-party accountability relationship involves all but which of 

entities? 

A. society 

B. the users 

C. the auditor 

D. the accountable party 
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4. The idea of recognizing auditing as playing a bigger part of social control is known as 

 . 

A. Professional responsibility 

B. An accountability relationship 

C. The effective auditor concept 

D. The audit society concept 
exams include:Multiple Choice Questions (MCQs): These are frequently used to assess students’ understanding of business terminology, theories, and principles.Case Studies: A staple of business exams, case studies present 

students with real-world business scenarios and ask them to apply their knowledge to solve complex problems. Case studies evaluate students' ability to think critically and make strategic decisions.Essay/Short Answer 

Questions: These types of questions test the student’s ability to explain and analyze business concepts in a detailed and coherent manner.1.3. Skills Tested in Business ExamsCritical Thinking and Problem-Solving: Business 

exams often include case studies that challenge students to apply theoretical knowledge to real-life situations. These tests assess decision-making skills, as well as the ability to evaluate various business 

alternatives.Quantitative Analysis: For subjects like finance or economics, business exams often require students to perform calculations and interpret data. The ability to analyze financial statements, project revenues, and 

manage budgets is essential.Communication and Writing Skills: Business exams may require students to present ideas clearly and concisely. Students must convey complex concepts in a way that demonstrates their 

understanding of business principles.1.4. Preparing for Business ExamsPreparing for business exams involves mastering both conceptual understanding and practical application. Students are encouraged to study theories and 

frameworks but also to keep up-to- 
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5. The agency problem can be mitigated by  . 

A. greater transparency 

B. a higher degree of independence 

C. design of contracts 

D. internal auditing 
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6. The underlying conditions that create demand by users for reliable financial information 

include the fact that  . 

A. more reliable information will allow investors to calculate the rate of return on their 

investment 

B. users are separated from accounting records by distance and time 

C. governments rely on such information to create tax policies 

D. there is a need for the expression of an opinion as to the fairness of financial statements 
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and make strategic decisions.Essay/Short Answer Questions: These types of questions test the student’s ability to explain and analyze business concepts in a detailed and coherent manner.1.3. 

Skills Tested in Business ExamsCritical Thinking and Problem-Solving: Business exams often include case studies that challenge students to apply theoretical knowledge to real-life situations. 

These tests assess decision-making skills, as well as the ability to evaluate various business alternatives.Quantitative Analysis: For subjects like finance or economics, business exams often require 

students to perform calculations and interpret data. The ability to analyze financial statements, project revenues, and manage budgets is essential.Communication and Writing Skills: Business 

exams may require students to present ideas clearly and concisely. Students must convey complex concepts in a way that demonstrates their understanding of business principles.1.4. Preparing for 

Business ExamsPreparing for business exams involves mastering both conceptual understanding and practical application. Students are encouraged to study theories and frameworks but also to 

keep up-to- 
 

7. The auditee is the person or company  . 

A. who will use the audited information 

B. who performs an audit 

C. who pays the audit fee 

D. whose information is being audited 
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8. Professional judgment is a widely used concept in accounting and auditing. How is it 

defined in the audit standards? 

A. There is no definition of professional judgment in the auditing standards. 

B. Professional judgment includes consideration of key principles and concepts of disciplines 

underlying the professional standards, such as economics, psychology, law, finance, statistics 

and philosophy. 

C. Professional judgment means reaching a complex decision by incorporating auditing 

standards, accounting standards, and rules of professional ethics in a coherent manner. 

D. Professional judgment involves specialized concepts and language integrating several 

disciplines in order to provide appropriate justification for audit decisions. 



1-4  

Accessibility: Keyboard Navigation 

Blooms: Remember 

Difficulty: Medium 
Learning Objective: 01-02 Distinguish auditing from accounting. 
Topic: 01-08 More on Auditing 

 

 

9. What is the primary role and responsibility of independent external auditors? 

A. to prepare a company's annual financial statements and notes. 

B. to perform an audit and provide an opinion on the financial statements of a company. 

C. to provide business consulting advice to audit clients. 

D. to obtain an understanding of a client's internal control system and prepare a report for 

management about control weaknesses. 
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exams include:Multiple Choice Questions (MCQs): These are frequently used to assess students’ understanding of business terminology, theories, and principles.Case Studies: A staple of 

business exams, case studies present students with real-world business scenarios and ask them to apply their knowledge to solve complex problems. Case studies evaluate students' ability to 
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economics, business exams often require students to perform calculations and interpret data. The ability to analyze financial statements, project revenues, and manage budgets is 

essential.Communication and Writing Skills: Business exams may require students to present ideas clearly and concisely. Students must convey complex concepts in a way that 
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10. Since financial decision makers usually obtain accounting information from companies 

wanting loans or selling stock, this creates a potential  . 

A. agency problem 

B. conflict of interest 

C. harmonization problem 

D. expectations gap 
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11. The difference between what the public expects of auditors and what auditors can actually 

deliver is known as  . 

A. forensics 

B. an expectations gap 

C. a business risk 

D. an information risk 
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