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Introduction

Preparing for the CPA exam can feel like navigating a labyrinth, especially when you’re faced with the Business 

Law section. This portion tests your understanding of the legal framework that governs business operations, and it’s 

a critical component of the overall exam. Whether you’re a recent graduate, a seasoned accountant, or someone 

looking to refresh your knowledge, mastering the fundamental of business law cpa sample examis essential for

success. In this comprehensive guide, we’ll break down the key concepts, highlight typical exam questions, and

provide proven study strategies to help you ace this challenging section.

Overview of Business Law in the CPA Exam

Why Business Law Matters

The Business Law section is designed to assess your grasp of legal principles that affect day �to �day accounting and

financial decision �making. From contract disputes to corporate governance, the law shapes how businesses

operate, report, and comply with regulations. A solid foundation in business law not only helps you pass the exam

but also equips you with the analytical tools needed in the professional world.

Key Topics Covered

•  Contracts and obligations

•  Corporate structure and governance

•  Secured transactions and liens

•  Bankruptcy and insolvency

•  Employment law and labor relations

•  Regulatory compliance (e.g., SEC, IRS)

•  Ethics and professional responsibility

Fundamental of Business Law CPA Sample Exam

What to Expect

In the CPA exam, the Business Law section typically consists of 35 multiple �choice questions, with a mix of single 

and multiple answer formats. The questions are derived from the AICPA’s Business Law Content Outlineand

reflect real �world scenarios that accountants frequently encounter. Understanding the structure and common

question types is the first step toward effective preparation.

Sample Questions & Answers

Below are a few illustrative questions that mirror the style of the CPA exam. Each question is followed by a concise

explanation to help you understand the reasoning behind the correct answer.

1.  Question: A corporation enters into a contract to purchase equipment from a supplier. The contract includes 

a clause stating that the supplier will be liable for any defects discovered within 90 days of delivery. Which legal 

principle best protects the corporation in this scenario?

Answer: Warranty. The clause constitutes an express warranty that the supplier guarantees the equipment’s 



condition for a specified period.

2.  Question: An employee files a claim alleging wrongful termination. The employee’s contract includes a 

“no �disparagement” clause. How does this clause affect the employee’s ability to sue?

Answer: The clause limits the employee’s ability to publicly criticize the employer, but it does not prevent the 

employee from pursuing a wrongful termination claim.

3.  Question: A company files for Chapter 11 bankruptcy. Which of the following is NOT a priority claim in the 

bankruptcy process?

Answer: Secured claims. Secured claims have priority over unsecured claims and are typically paid first.

Tips for Tackling Business Law Questions

•  Identify the key legal issue before selecting an answer.

•  Read each option carefully; many are designed to test subtle differences in legal terminology.

•  Use the process of elimination to narrow down choices.

•  Recall relevant statutes or case law that directly address the scenario.

•  Practice time management—aim to spend about 1–2 minutes per question.

Core Areas of Business Law in the CPA Exam

Contracts

Contracts form the backbone of business transactions. The exam tests your ability to analyze offer, acceptance,

consideration, capacity, and legality. Pay special attention to:

•  Contract formation requirements

•  Statute of Frauds exceptions

•  Remedies for breach (specific performance, damages, rescission)

•  Contractual defenses (fraud, duress, unconscionability)

Corporate Law

Understanding the legal structure of corporations is crucial for interpreting corporate governance and fiduciary

duties. Key topics include:

•  Articles of incorporation and bylaws

•  Shareholder rights and voting procedures

•  Directors’ duties (fiduciary duties of care and loyalty)

•  Corporate actions and resolutions

•  Corporate dissolution and liquidation

Securities Regulation

While the CPA exam focuses on the legal aspects rather than investment analysis, you’ll encounter questions on:

•  SEC registration requirements

•  Insider trading prohibitions

•  Disclosure obligations (Form 10 �K, 10 �Q, 8 �K)

•  Regulation Fair Disclosure (Reg FD)

Bankruptcy

Bankruptcy law is a vital area for accountants involved in debt restructuring. Study the following concepts:

•  Differences between Chapter 7, 11, and 13 filings

•  Priority of claims (secured, unsecured, priority)

•  Automatic stay and its implications



•  Reorganization plan and confirmation process

Employment Law

Employment law questions often revolve around labor standards and workplace rights:

•  FLSA (Fair Labor Standards Act) and overtime rules

•  Title VII and discrimination statutes

•  ADA (Americans with Disabilities Act) accommodations

•  Employee benefits and pension plans

•  At �will employment doctrine

Study Strategies for the Business Law Section

Review the Official CPA Exam Content Outline

The AICPA’s content outline is the definitive guide to what the exam covers. Download the latest version and use it

to create a study checklist. This ensures you’re not overlooking any critical topics.

Use Practice Exams and Sample Questions

Practice exams simulate the real test environment, helping you gauge your readiness and identify weak areas.

When reviewing sample questions, focus on:

•  Why the correct answer is right and the distractors are wrong

•  The legal principles applied in each scenario

•  Common pitfalls that lead to incorrect answers

Create Flashcards and Summaries

Condense complex legal concepts into concise flashcards. Use spaced repetition to reinforce memory. For

example, create a card for “Fiduciary duty of loyalty” with bullet points on its definition, duties, and common

violations.

Join Study Groups

Collaborating with peers allows you to discuss challenging questions, share resources, and keep motivation high.

Study groups can also simulate real �time exam scenarios, which is invaluable for building confidence.

Time Management Techniques

Practice pacing yourself during mock exams. Allocate a specific amount of time per question (typically 1–2

minutes). If you’re stuck, move on and return to the question if time permits. This strategy prevents you from

spending too long on a single item.

Common Mistakes & How to Avoid Them

Overlooking Statutory Language

Many exam questions hinge on precise statutory wording. Skimming can lead to misinterpretation. Always read the

full text of statutes or regulations referenced in the question.

Misinterpreting Case Law

Case law often sets precedents that shape legal reasoning. When a question references a case, ensure you

understand the holding and its application to the facts presented.

Ignoring Regulatory Updates



Business law evolves rapidly. Stay current with recent amendments to the SEC rules, FLSA updates, and new court

decisions. A recent change can be the difference between a correct and an incorrect answer.

Resources for CPA Business Law Preparation

Official AICPA Resources

The AICPA offers a wealth of study aids, including the Business Law Content Outline, practice exams, and the 

CPA Review Course for Business Law. These resources are vetted and aligned with the exam’s objectives.

Commercial Review Courses

Popular review programs such as Becker, Wiley, Gleim, and Roger CPA Review provide comprehensive Business

Law modules. They include video lectures, question banks, and personalized study plans.

Online Communities

Forums like CPA Exam Forumand subreddits such as r/cpa provide peer support, study tips, and real �world

experiences. Engaging with these communities can give you fresh perspectives on challenging topics.

Books & Study Guides

•  “Business Law for CPAs” – A concise guide tailored to the exam.

•  “CPA Exam Review: Business Law” – Includes practice questions and flashcards.

•  “Business Law Essentials” – Focuses on core principles and case law.

Sample Exam Breakdown

Format & Question Types

The Business Law section typically features:

•  Single �answer multiple choice (70%)

•  Multiple �answer multiple choice (30%)

•  Scenario �based questions that test application of legal concepts.

Scoring & Time Allocation

Each correct answer earns one point, while incorrect answers receive zero. There is no penalty for guessing, so it’s

advisable to answer every question. Allocate approximately 60 minutes for the entire section.

Sample Exam Walkthrough

Imagine a mock exam where you face a contract dispute scenario. You should:

1.  Read the facts carefully, noting any relevant dates, parties, and contractual clauses.

2.  Identify the legal issue—e.g., breach of contract, enforceability of a clause.

3.  Recall the applicable legal standard—e.g., the doctrine of consideration or the Statute of Frauds.

4.  Eliminate answer choices that conflict with the facts or the law.

5.  Select the best answer and move on, ensuring you finish within the allotted time.
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