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MASTERING
BUSINESS LAW
CPA EXAM
QUESTIONS: A
COMPREHENSIVE
GUIDE TO SUCCESS

T h e  C P A  e x a m  i s
widely regarded as one
of the most challenging
p r o f e s s i o n a l
credentialing  tests  in
the  world.  Among  its
many  sections,  the
Regu la t ion  (REG)
portion  stands  out  for
its rigorous coverage of
bus iness  l aw  and
ethics. For candidates,
understanding  how  to

approach  Business
L a w  C P A  E x a m
Questions  is  not  just
about  memoriz ing
s t a t u t e s  a n d
precedents. It requires
a  strategic  blend  of
conceptual  clarity,
practical  application,
and  rigorous  practice.
Whether  you  are  a
first-time  test  taker  or
reappear ing  for  a
section, mastering this
area  can  significantly
boost  your  overal l
score and confidence.
B u s i n e s s  l a w
r e p r e s e n t s  a
substantial  portion  of
the REG section, and it
tests  your  ability  to
apply  legal  principles
to  realistic  business
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scenar ios .  As  the
business  world  grows
more  complex,  the
need for CPAs who can
n a v i g a t e  l e g a l
frameworks  is  more
critical than ever. This
article dives deep into
the  nature  of  these
questions,  the  key
topics  you  need  to
k n o w ,  a n d  t h e
strategies that will help
you  perform  at  your
best on exam day.

WHY BUSINESS
LAW MATTERS FOR
THE CPA EXAM

Many  cand ida tes
underestimate  the
breadth  of  business
law  coverage  on  the
CPA exam. They often
a s s u m e  t h a t
accounting  is  purely
about numbers, but the
reality  is  that  CPAs
routinely  encounter
l e g a l  i s s u e s  i n
contracts,  bankruptcy,
agency  relationships,

a n d  b u s i n e s s
formations.  The  AICPA
includes  business  law
in  the  REG section  to
ensure  that  newly
licensed CPAs possess
the  foundational  legal
knowledge  necessary
to  serve  clients  and
employers effectively.
Business  Law  CPA
Exam  Questions  are
designed  to  assess
your  ability  to  reason
t h r o u g h  l e g a l
problems,  identify  the
correct rule of law, and
apply it to a given fact
pattern.  Unlike  pure
memorization subjects,
business  law  requires
analytical thinking. You
m u s t  b e  a b l e  t o
distinguish  between
similar  legal  concepts,
recognize  exceptions,
and  understand  how
different  areas  of  law
in te rac t  w i th  one
another.  This  makes
preparation  for  these
q u e s t i o n s  b o t h
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c h a l l e n g i n g  a n d
rewarding.

The
Structure
of
Business
Law
Questions
in the
REG
Section
The Regulation section
o f  t h e  C P A  e x a m
includes  mult iple-
choice  questions  and
task-based simulations.
Business  law  topics
appear in both formats.
In  the  multiple-choice

p o r t i o n ,  y o u  w i l l
encounter  standalone
questions  as  well  as
mini-case  scenarios
t h a t  t e s t  y o u r
application  of  legal
principles.  Task-based
s imulat ions  of ten
require you to analyze
contracts,  evaluate
agency  relationships,
or determine the legal
i m p l i c a t i o n s  o f
business transactions.
E a c h  q u e s t i o n  i s
carefully  crafted  to
reflect  real-world
situations  that  a  CPA
might face. You will not
be asked to cite  case
law  or  recite  statutes
verbatim. Instead, you
w i l l  n e e d  t o
demonstrate  that  you
can identify the correct
legal rule and apply it
consistent ly.  This
e m p h a s i s  o n
application  is  what
makes  Business Law
CPA Exam Questions
distinctively practical.
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CORE BUSINESS
LAW TOPICS YOU
MUST MASTER

To  succeed  on  these
questions, you need a
solid  grasp  of  several
core legal areas. Below
is a breakdown of the
most frequently tested
topics,  a long  with
insights into how they
typically appear on the
exam.

Contracts
and Sales
Contracts  form  the
b a c k b o n e  o f
commercial  activity,
and  the  CPA  exam
devotes  significant
attention to  this  area.
Y o u  w i l l  n e e d  t o
u n d e r s t a n d  t h e
elements  of  a  valid
contract:  offer,
a c c e p t a n c e ,
c o n s i d e r a t i o n ,
capacity,  and  legality.

Questions  often  test
your ability to identify
w h e t h e r  a  v a l i d
c o n t r a c t  e x i s t s ,
whether  a  particular
term  is  enforceable,
and what remedies are
available  in  the  event
of a breach.
Sales law, governed by
Article 2 of the Uniform
Commercial  Code,  is
also  heavily  tested.
Expect questions about
the formation of  sales
contracts,  warranties,
r i s k  o f  l o s s ,  a n d
remedies  for  breach.
The  UCC  differs  from
common  law  contract
principles  in  several
key  ways,  and  the
e x a m  f r e q u e n t l y
h i g h l i g h t s  t h e s e
differences.  For
example ,  the  UCC
allows  for  contract
formation  with  open
t e r m s ,  w h e r e a s
common  law  requires
more specificity.
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Business
Organizat
ions
Another  major  area  is
t h e  f o r m a t i o n ,
o p e r a t i o n ,  a n d
dissolution of business
entities.  This  includes
sole  proprietorships,
partnerships,  limited
liability companies, and
corporations. You must
u n d e r s t a n d  t h e
a d v a n t a g e s  a n d
disadvantages of  each
structure,  the  liability
o f  o w n e r s  a n d
managers,  and  the
formalities required for
f o r m a t i o n  a n d
maintenance.
Questions in  this  area
o f t e n  p r e s e n t  a
scenario  in  which  a
business  is  operating
w i t h o u t  p r o p e r
formalities,  and  you

must  determine  the
legal  consequences.
For instance, you might
be  asked  whether  a
shareholder  can  be
held  personally  liable
for  corporate  debts  if
the  corporation  failed
t o  f o l l o w  p r o p e r
p r o c e d u r e s .
Understanding  the
concept of piercing the
corporate veil  and the
duties  of  loyalty  and
c a r e  o w e d  b y
fiduciaries is essential.

Agency
and
Employm
ent
Agency  law  governs
relationships  where
one  person  acts  on
behalf of another. This
area is critical for CPAs
because  bus iness
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transactions frequently
i n v o l v e  a g e n t s ,
e m p l o y e e s ,  a n d
i n d e p e n d e n t
contractors.  You  need
to  understand  the
creation of  an agency
re la t i onsh ip ,  the
authority  of  an agent,
and  the  l iabi l i ty  of
principals  for  the  acts
of their agents.
Employment law topics
include  discrimination,
wage  and  hour  laws,
and employee benefits.
The  exam  may  test
your  knowledge  of
federal  statutes  such
as Title VII of the Civil
Rights  Act,  the  Fair
Labor  Standards  Act,
and  the  Family  and
Medical  Leave  Act.
Q u e s t i o n s  o f t e n
present  a  fac tua l
s cena r i o  and  ask
whether  an  employer
has  violated  a  specific
law.

Bankrupt
cy and
Debtor-
Creditor
Rights
B a n k r u p t c y  i s  a
c h a l l e n g i n g  b u t
manageable  topic  on
the  CPA  exam.  You
need to understand the
different  chapters  of
bankruptcy,  the  order
of  priority  for  claims,
and  what  property  is
exempt.  Questions
o f t e n  a s k  y o u  t o
determine which debts
are  dischargeable  or
which creditors will be
paid  first  from  the
bankruptcy  estate.
Debtor-creditor  rights
also  include  secured
transactions  under
Article  9  of  the  UCC.
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You  must  understand
how a security interest
is  created,  perfected,
and  enforced.  The
exam  frequently  tests
the  priority  between
competing  creditors
and the steps required
to  perfect  a  security
interest  in  different
types  of  collateral.

Securities
Regulatio
n
S e c u r i t i e s  l a w  i s
another  important
topic,  particularly  the
Securities Act of  1933
and  the  Securit ies
Exchange Act of 1934.
You need to know the
r e g i s t r a t i o n
requ i rements  fo r
securities offerings, the
exempt i ons  f r om
registration,  and  the
liability  provisions  for

false  or  misleading
statements.  Insider
trading  rules  and  the
role  of  the  Securities
a n d  E x c h a n g e
Commission  are  also
fair  game.
Questions in  this  area
tend  to  focus  on  the
differences  between
publ ic  and  private
offerings,  the
requ i rements  fo r
accredited  investors,
and the consequences
of noncompliance. As a
C P A ,  y o u  m a y
encounter these issues
when  advising  clients
on  capital  raising  or
financial  reporting
obligations.

STRATEGIES FOR
APPROACHING
BUSINESS LAW
CPA EXAM
QUESTIONS

Knowing the material is
only  half  the  battle.
Y o u  a l s o  n e e d  a
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systematic approach to
answering  questions
effectively.  Here  are
several  strategies that
will help you maximize
your performance.

Read the
Question
Carefully
It  sounds obvious, but
many  candidates  lose
points  because  they
misread  the  question.
Business  Law  CPA
Exam  Quest ions
often  include  subtle
details that change the
answer. For example, a
q u e s t i o n  m i g h t
describe a contract and
a s k  w h e t h e r  i t  i s
enforceable.  If  you
miss the fact that one
party  lacked  capacity,
you  wi l l  select  the
wrong  answer.  Train
yourself  to  read  each

question  twice:  once
for the overall scenario
a n d  o n c e  f o r  t h e
specific  details  that
matter.

Identify
the Legal
Issue
Before you look at the
answer choices, try to
identify the legal issue
being tested. Is this a
q u e s t i o n  a b o u t
contract  formation  or
contract  performance?
Is it about the duties of
an agent or the liability
o f  a  pr inc ipa l?  By
pinpointing  the  issue
first,  you  narrow  your
focus  and  reduce  the
risk of being distracted
b y  i r r e l e v a n t
in format ion .  Th is
technique  also  helps
you recall the relevant
l e g a l  r u l e s  m o r e
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quickly.

Use the
Process
of
Eliminatio
n
The  multiple-choice
format  works  in  your
favor because you can
eliminate  obviously
wrong  answers.  Pay
attention  to  answer
choices that misstate a
legal  rule,  include
irrelevant  details,  or
contradict  the facts in
the  scenario.  Even  if
you are unsure of the
c o r r e c t  a n s w e r ,
el iminating  two  or
t h r e e  c h o i c e s
dramatically  increases
y o u r  o d d s .  T h i s
strategy  is  especially
useful  for  questions

that  test  nuanced
distinctions  between
similar  concepts.

Practice
with
Realistic
Simulatio
ns
Task-based simulations
require  a  different  skill
set  than  mult ip le-
choice  questions.  You
m a y  b e  a s k e d  t o
complete  a  research
m e m o ,  a n a l y z e  a
contract  clause,  or
calculate damages in a
breach  of  contract
scenario. The key is to
p r a c t i c e  w i t h
simulations that mirror
t h e  a c t u a l  e x a m
format.  Many  review
courses  offer
s i m u l a t i o n s  t h a t
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require you to navigate
authoritative  literature
and  apply  legal  rules
s t e p  b y  s t e p .
Consistent practice will
build  your  confidence
and  speed.

Focus on
Applicatio
n, Not
Memoriza
tion
The  CPA  exam  does
n o t  r e w a r d  r o t e
memorization. You will
not be asked to recite
the  definition  of
consideration or list the
elements  of  a  valid
offer.  Instead,  you  will
be given a fact pattern
and  asked  to  apply
those  concepts.  This
means  your  s tudy
a p p r o a c h  s h o u l d

e m p h a s i z e
understanding  over
memorization. For each
legal  rule  you  learn,
ask  yourse l f :  How
would this rule apply in
a  r e a l  b u s i n e s s
situation? What are the
exceptions?  How does
it  interact  with  other
rules?

COMMON PITFALLS
AND HOW TO
AVOID THEM

Even  well-prepared
c a n d i d a t e s  c a n
stumble  on  Business
L a w  C P A  E x a m
Questions.  Below are
s o m e  c o m m o n
mistakes  and  tips  for
avoiding them.

Confusing
Common
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Law and
UCC

Rules
O n e  o f  t h e  m o s t
f requent  errors  is
mixing up common law
contract rules with UCC
rules.  Remember  that
common law applies to
contracts  for  services,
r e a l  e s t a t e ,  a n d
intangible assets, while
t h e  U C C  g o v e r n s
contracts  for  the  sale
of  goods.  The  exam
l o v e s  t o  t e s t  t h e
boundaries  between
these  two  bodies  of
law.  When  you  see  a
contract  question,  first
determine  whether
goods  or  services  are
involved.  This  single
decision will guide your
entire analysis.

Overlooki
ng
Exception
s
Every  legal  rule  has
exceptions,  and  the
C P A  e x a m  o f t e n
focuses  on  them.  For
example,  the  general
rule is that an offer can
be revoked at any time
before acceptance, but
an  option  contract
creates  an  exception.
Similarly,  while  most
contracts  requi re
c o n s i d e r a t i o n ,
promissory  estoppel
provides  an  exception
i n  c e r t a i n
circumstances.  Make
s u r e  y o u  s t u d y
exceptions  thoroughly,
as they are a favorite
topic for exam writers.
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Misreadin
g Fact
Patterns
Fact  patterns  in  CPA
exam  questions  are
deliberately  detailed.
They  may  inc lude
information  that  is
relevant  to  the  legal
i s s u e ,  a s  w e l l  a s
information  that  is
merely  background.
Your job is to separate
the  two.  One  effective
t e c h n i q u e  i s  t o
underline  or  mentally
note  the  key  facts  as
you read. Ask yourself:
W h i c h  f a c t s  a r e
essential  to  the  legal
analysis?  Which  facts
are  irrelevant?  This
habit  will  prevent  you
from  being  misled  by
extraneous details.

Rushing
Through
the
Question
Time  pressure  is  real
on the CPA exam, but
rushing often leads to
careless  errors.  If  you
finish  a  question  in
thirty  seconds,  you
p r o b a b l y  m i s s e d
someth ing .  Force
yourself to slow down,
especially on questions
t h a t  s e e m
straightforward.  Often,
the  mos t  obv ious
answer  is  a  trap,  and
the  correct  answer
requires  a  deeper
analysis.  Budget  your
time wisely, but do not
sacrifice  accuracy  for
speed.
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SAMPLE BUSINESS
LAW CPA EXAM
QUESTION AND

EXPLANATION

T o  i l l u s t r a t e  t h e
concepts  discussed
a b o v e ,  h e r e  i s  a
s a m p l e  q u e s t i o n
similar  to  what  you
might encounter on the
exam.
Question:  A  seller
offers  to  sell  100  units
of a product to a buyer
for $10,000. The buyer
responds,  "I  accept,
but only if you deliver
the  units  within  30
days."  Which  of  the
following statements is
correct?

A valid contract1.
exists because
the buyer
accepted the
offer.
No contract2.
exists because
the buyer's
response is a

counteroffer.
A valid contract3.
exists if the
seller delivers
the units within
30 days.
No contract4.
exists because
the offer was not
in writing.

Explanation:  Under
c o m m o n  l a w ,  a n
accep tance  mus t
mirror the terms of the
offer.  Any  change  to
the terms constitutes a
counteroffer,  which
rejects  the  original
offer.  In  this  case,  the
buyer  added  a  new
c o n d i t i o n  a b o u t
d e l i v e r y  t i m e .
Therefore,  no contract
exists  based  on  the
original  offer.  The
correct  answer  is  B.
Answer  A  is  incorrect
b e c a u s e  t h e
acceptance  was  not
unconditional.  Answer
C is incorrect because
the seller's subsequent
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delivery  would  be  an
acceptance  of  the

buyer's  counteroffer,
not  the  original  offer.
Answer  D  is  incorrect


