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1. What does 'financial incest' refer to regarding related party
transactions?
A. The practice of sharing earnings with shareholders
B. Potential detrimental financial implications when

transactions occur with related parties without proper oversight
C. The reallocation of resources between subsidiaries
D. The circumvention of regulations through connected entities

2. What document is essential for the creation of a
corporation?
A. Company bylaws
B. Articles of incorporation
C. Partnership agreement
D. Shareholder agreement

3. Why is maintaining a corporate record book important?
A. For internal management use only
B. To ensure transparency and compliance with regulatory

requirements
C. To satisfy shareholder demands
D. For historical documentation of corporate decisions

4. Which of the following is NOT a purpose of the Corporate
Governance Code?
A. Enhancing stakeholder engagement
B. Encouraging ethical corporate behavior
C. Increasing shareholder control over operations
D. Ensuring accountability in corporate governance

5. What does the Revised Corporation Code state about
appointing an emergency board of directors?
A. It is not allowed
B. It can only be done by stockholders
C. It is allowed when a quorum cannot be met
D. Only in certain emergencies

3Sample study guide. Visit https://revisedcorporationcode.examzify.com for the full version

SA
M

PLE



6. A corporation that serves as a trustee for a denomination is
known as what type of corporation?
A. Parent/holding corporation
B. Subsidiary corporation
C. Corporation aggregate
D. Corporation sole

7. What stipulates the authority of corporate officers?
A. The corporate charter alone
B. The Articles of Incorporation, by-laws, and board resolutions
C. Majority consent from shareholders
D. State regulations governing corporations

8. What distinguishes an open corporation from a close
corporation?
A. Limitations on stockholders
B. Ability to sell stocks publicly
C. Tax benefits
D. Number of corporate members

9. What determines the effectivity of a corporate merger?
A. Shareholder vote
B. Filing of financial documents
C. Issuance of a certificate
D. Approval from regulatory bodies

10. How can corporations provide protection for minority
shareholders?
A. By offering reduced voting rights
B. By ensuring transparent practices and adequate voting rights
C. By providing better dividend options
D. By limiting their involvement in corporate matters

4Sample study guide. Visit https://revisedcorporationcode.examzify.com for the full version

SA
M

PLE



Answers

5Sample study guide. Visit https://revisedcorporationcode.examzify.com for the full version

SA
M

PLE



1. B
2. B
3. B
4. C
5. C
6. D
7. B
8. B
9. C
10. B
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1. What does 'financial incest' refer to regarding related party
transactions?
A. The practice of sharing earnings with shareholders
B. Potential detrimental financial implications when

transactions occur with related parties without proper oversight
C. The reallocation of resources between subsidiaries
D. The circumvention of regulations through connected entities

'Financial incest' in the context of related party transactions refers to potential
detrimental financial implications that arise when transactions occur between entities
that are connected, such as affiliates, subsidiaries, or family members, without adequate
oversight. This kind of situation often raises concerns about conflicts of interest and the
fairness of the terms of transactions, as they may not reflect market conditions.  When
related parties transact, there is a risk that the terms may be skewed to favor one party
over the other, which can lead to situations where the financial health of a company is
compromised. For example, a company might engage in transactions that inflate profits
or hide losses, which misleads investors and regulators. As such, without proper
governance and scrutiny, these related party transactions can undermine accountability
and transparency, potentially leading to significant financial or legal ramifications for
the entities involved.  The other options address different aspects of corporate finance or
governance that do not specifically capture the nuances of 'financial incest' in relation to
related party transactions.

2. What document is essential for the creation of a
corporation?
A. Company bylaws
B. Articles of incorporation
C. Partnership agreement
D. Shareholder agreement

The essential document for the creation of a corporation is the Articles of Incorporation.
This document serves a fundamental purpose as it formally establishes the existence of a
corporation in the eyes of the law. It typically contains key details such as the
corporation's name, principal office address, purpose of incorporation, duration, and
information about the corporate governance structure, including the number of shares
authorized to be issued.  The Articles of Incorporation must be filed with the appropriate
governmental authority, usually the Secretary of State or an equivalent body, and upon
approval, it legally forms the corporation. Other documents like company bylaws,
partnership agreements, and shareholder agreements serve important functions within
the operation and governance of the corporation but are not the foundational documents
necessary for creating a corporation itself. Bylaws may outline the internal management
procedures, while agreements among partners or shareholders address relationships and
responsibilities but do not establish the corporation’s legal status.
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3. Why is maintaining a corporate record book important?
A. For internal management use only
B. To ensure transparency and compliance with regulatory

requirements
C. To satisfy shareholder demands
D. For historical documentation of corporate decisions

Maintaining a corporate record book is essential primarily to ensure transparency and
compliance with regulatory requirements. Corporations are subject to various laws and
regulations that mandate the keeping of specific records, such as minutes of meetings,
resolutions, and financial statements. These records serve not only as proof of
compliance with corporate governance standards but also as a means to promote
accountability within the organization.   Transparency is crucial in establishing trust with
stakeholders, including shareholders, employees, and regulatory bodies. By having
comprehensive and accurate records, a corporation can demonstrate that it is adhering
to legal obligations and ethical standards. This, in turn, protects the interests of all
parties involved and helps avoid potential legal issues.  While the need to satisfy
shareholder demands and maintain historical documentation of corporate decisions is
relevant, the primary focus of maintaining a corporate record book lies in the regulatory
compliance and transparency that are foundational to good corporate governance.
Internal management use is a secondary benefit, but it does not encompass the broader
implications of legal and ethical accountability.

4. Which of the following is NOT a purpose of the Corporate
Governance Code?
A. Enhancing stakeholder engagement
B. Encouraging ethical corporate behavior
C. Increasing shareholder control over operations
D. Ensuring accountability in corporate governance

The purpose of the Corporate Governance Code includes various objectives aimed at
promoting effective governance practices within a corporation. One of the important
purposes is enhancing stakeholder engagement, which ensures that all parties with an
interest in the company—such as employees, customers, suppliers, and the
community—are taken into account in decision-making processes. Encouraging ethical
corporate behavior is another key aspect; this involves fostering integrity and
responsibility among the company's directors and management, ultimately leading to
trust and sustainability.  Additionally, ensuring accountability in corporate governance is
crucial. This means that the company’s board and management should be answerable to
its shareholders and stakeholders for their actions and decisions, promoting
transparency and reducing the risk of misconduct or mismanagement.  In contrast,
increasing shareholder control over operations is not a primary objective outlined in the
Corporate Governance Code. While shareholders have rights and can influence certain
decisions, the Code aims to balance the interests of various stakeholders and promote
the long-term health of the corporation rather than solely concentrating on providing
increased control to shareholders over day-to-day operations. This balance is critical to
ensure that companies operate in a way that is beneficial to a broader range of interests.
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5. What does the Revised Corporation Code state about
appointing an emergency board of directors?
A. It is not allowed
B. It can only be done by stockholders
C. It is allowed when a quorum cannot be met
D. Only in certain emergencies

The Revised Corporation Code provides for the appointment of an emergency board of
directors specifically in situations where a quorum for the board of directors cannot be
achieved. This provision is crucial as it ensures the continued governance and
operational capability of the corporation during times of crisis or instability, allowing
essential decisions to be made even when the usual governance mechanisms fail.  In
circumstances where a quorum cannot be met—due to reasons such as a majority of
directors being unable to attend a meeting or unexpected vacancies—this provision
facilitates an emergency process to maintain effective management and adherence to
corporate governance requirements. Thus, the ability to appoint an emergency board is
vital to prevent paralysis in corporate decision-making during challenging times.  The
other options do not align with the code's provisions, as appointing an emergency board
is explicitly allowed under specific circumstances and is not limited solely to
stockholders or certain emergencies alone, making the correct answer clear.

6. A corporation that serves as a trustee for a denomination is
known as what type of corporation?
A. Parent/holding corporation
B. Subsidiary corporation
C. Corporation aggregate
D. Corporation sole

The correct identification of a corporation that serves as a trustee for a denomination is
"corporation sole." A corporation sole is a specific type of corporation that is typically
established for a single individual, often for religious or charitable purposes. In this
context, the corporation sole is recognized as having the authority to hold property and
act in a fiduciary capacity for the benefit of the religious organization or denomination. 
This structure is particularly useful for religious entities, allowing one individual (often a
bishop or equivalent) to represent the corporation and carry out its functions, including
holding assets and making decisions on behalf of the congregation or organization. The
key characteristic of a corporation sole is that it consists of one member, who serves as
the legal entity representing the corporation.  In contrast, the other types of corporations
mentioned do not fit this description. For example, a parent or holding corporation is
typically one that owns controlling interests in one or more subsidiary companies. A
subsidiary corporation, on the other hand, is a company that is owned or controlled by
another corporation. A corporation aggregate is a more traditional corporate structure
that involves a group of individuals forming a legal entity, significantly differing from the
individuality and specific functions of a corporation sole.
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7. What stipulates the authority of corporate officers?
A. The corporate charter alone
B. The Articles of Incorporation, by-laws, and board resolutions
C. Majority consent from shareholders
D. State regulations governing corporations

The authority of corporate officers is primarily determined by the Articles of
Incorporation, by-laws, and board resolutions. These documents outline the
organization's governance structure and define the power and responsibilities assigned
to officers within the corporation.   The Articles of Incorporation serve as the
foundational document that establishes the corporation’s existence and details its basic
structure. The by-laws are adopted by the board of directors and delineate the rules and
procedures for the corporation’s internal management. They cover aspects such as the
duties of officers, their powers, and how they operate within the organization. Board
resolutions may also grant specific powers or responsibilities to particular officers,
further clarifying their authority in various contexts.   In contrast, while the corporate
charter is fundamental, it does not provide the comprehensive detail regarding the
operational authority of officers as the combination of the Articles of Incorporation,
by-laws, and resolutions does. Majority consent from shareholders or state regulations
may influence governance but are not the immediate source of authority for corporate
officers. Thus, the collective governance documents distinctly establish the scope and
extent of an officer's role within the corporation.

8. What distinguishes an open corporation from a close
corporation?
A. Limitations on stockholders
B. Ability to sell stocks publicly
C. Tax benefits
D. Number of corporate members

An open corporation is characterized by its ability to sell its stocks publicly, allowing it to
access a wider range of investors and capital. This means that the shares of an open
corporation can be traded on public stock exchanges, facilitating liquidity for
shareholders and enabling the corporation to raise funds more easily through the sale of
stock. This public trading aspect fundamentally differentiates an open corporation from a
close corporation.  In contrast, a close corporation does not offer its shares to the
general public and typically has restrictions on the transfer of shares. Close corporations
are often held by a small number of individuals, leading to a more private nature in their
operations and management. This restriction on the ability to sell and transfer shares is
a defining characteristic, but it is not what distinguishes it as an open corporation.  
Understanding these distinctions highlights the fundamental operational and financial
approaches of each type of corporation in regards to ownership and investment
strategies.
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9. What determines the effectivity of a corporate merger?
A. Shareholder vote
B. Filing of financial documents
C. Issuance of a certificate
D. Approval from regulatory bodies

The effectivity of a corporate merger heavily relies on the issuance of a certificate, which
confirms that the merger has been duly executed in accordance with legal requirements.
This certificate typically serves as official documentation verifying that all necessary
conditions for the merger have been satisfied, such as approvals from the boards of
directors and shareholders, as well as compliance with statutory provisions.  Once this
certificate is issued, it marks the formal merger's effectiveness in the eyes of the law. The
merger is not considered fully effective until this certificate is appropriately filed, serving
as a notification to third parties and ensuring that the merger is recognized within the
corporate registries.  While shareholder votes, filing of financial documents, and
approvals from regulatory bodies are crucial steps in the process of executing a merger,
they are part of the prerequisites that need to be fulfilled before the final issuance of the
certificate can occur. It is the certificate that ultimately affirms the legal standing and
effectivity of the merger.

10. How can corporations provide protection for minority
shareholders?
A. By offering reduced voting rights
B. By ensuring transparent practices and adequate voting rights
C. By providing better dividend options
D. By limiting their involvement in corporate matters

The choice highlighting the importance of ensuring transparent practices and adequate
voting rights is pivotal for the protection of minority shareholders. Minority shareholders
often lack the influence that larger shareholders have in corporate decision-making
processes. By implementing transparent practices, corporations can create an
environment where all shareholders, regardless of their stake, have access to important
information about the company’s operations, financial health, and future strategies. This
transparency fosters trust and allows minority shareholders to make informed decisions. 
Furthermore, providing adequate voting rights empowers minority shareholders to have a
say in corporate governance. This means they can participate in votes that affect key
issues such as mergers, acquisitions, and changes to corporate bylaws. Protecting their
voting rights helps ensure that their interests are considered and can prevent potential
abuses by majority shareholders, who might otherwise make decisions favoring their own
interests over those of the minority.  In contrast, offering reduced voting rights or
limiting involvement in corporate matters would only serve to disenfranchise minority
shareholders further, countering the aim of protection. Better dividend options, while
valuable, do not directly address the governance issues that are critical for ensuring that
minority shareholders can influence important decisions and feel secure in their
investments.
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