 ACNT 1303:  Introduction to Accounting 
Credit for Prior Learning Assessment
MULTIPLE CHOICE (60%)

(General Concepts/Terminology)
1.  The purpose of the accounting process is to provide financial information about:

   
a) sole proprietorships.


b) small businesses.


c) large corporations.


d) All of these answers are correct.

2.  The accounting equations is:
a) liabilities = assets + equity
b) assets = liabilities – equity

c)  equity = liabilities + assets
d) assets = liabilities + equity
3.  If total liabilities are $3,000 and total assets are $10,000, owner's equity must be:

a) $7,000.

b) $3,000.
     c) $10,000.               d) $13,000.
4.  Bob purchased a new Ford vehicle for the company on account. The transaction will:


a) increase Vehicle; increase Capital.


b) decrease Cash; increase Accounts Payable.


c) decrease Cash; increase Vehicle.


d) increase Vehicle; increase Accounts Payable.

5.  When historical cost is used to record equipment, it would appear as the:
  a) original cost on the balance sheet.
  b) residual value on the income statement.
  c) residual value on the balance sheet.
  d) original cost on the income statement.
6.  Accumulated Depreciation is found on which of the following financial statements?
a) Balance sheet


b) Income statement
c) Statement of Owner's Equity
d) All of these answers are correct.
7.  All permanent accounts can be found:
a) on the Income Statement.

b) on the Statement of Owner’s Equity.
c) on the Balance Sheet.
d) Permanent accounts do not appear on the financial statements.
8.  Unearned Rent is what type of account?
a) Asset

b) Revenue

c) Liability
d) Expense

9. An item that can be converted into cash or used up during the normal operating cycle is:
a) a current asset.



b) plant and equipment.
c) a current liability.



d) a long-term liability
(Debit/Credit Application)

10.  The side that increases the account balance, by the rules of debit and credit, is said to be the:

a)  debit side.
b)  credit side.

c)  normal balance.
d)  None of these are correct.
11.  A credit may signify a(n):
a) increase in assets.

b) decrease in liabilities.



c) increase in capital.

d) increase in withdrawals.

12.  Which of the following entries records the acquisition of office supplies for cash?
	a) Office Supplies

            Cash
	4,000


	4,000

	b) Office Supplies

             Accounts Payable
	4,000
	4,000

	c) Equipment

             Accounts Payable
	4,000
	4,000

	d) Equipment

             Accounts Receivable
	4,000
	4,000


13.  Which of the following entries records the investment of cash by the owner of a  

      sole proprietorship?
a) debit, Capital; credit Cash

b) debit Cash; credit Withdrawals
c) debit Withdrawals; credit Cash
d) debit Cash; credit Capital
14.  What is the proper entry to record the owner taking cash from the company for personal use?
a) debit expense; credit Cash
b) debit Cash; credit Withdrawals
c) debit Withdrawals; credit Cash
d) debit Cash; credit Capital 
15.   The entry to record the payment of office salaries would be:
a) Cash
       Accounts Receivable
b) Cash
       Salaries Expense
c) Salaries Expense
       Accounts Payable
d) Salaries Expense
       Cash
16.  Purchased office supplies on account.  This will be recorded with:

 a) a debit to Accounts Payable and a credit to Supplies.

 b) a debit to Supplies and a credit to Supplies Expense.

 c) a debit to Supplies and a credit to Accounts Payable.

 d) a credit to Supplies and a debit to Purchases.

17.
A company catered a reception.  The total price was $1,200.  The customer paid $200 and charged the remainder.  The journal entry to record the transaction is:


a) debit Accounts Receivable 1200, credit Cash 200, credit Catering Service Fees 1000


b) debit Cash 200, debit Accounts Receivable 1000, credit Catering Service Fees 1200


c) debit Cash 1000, debit Accounts Receivable 200, credit Catering Service Fees 1200


d) debit Cash 200, credit Accounts Receivable 200

18.  Accounts Payable had a normal starting balance of $750. There were debit postings of $600 and credit postings of $350 during the month. The ending balance is:
a) $500 credit.
b) $1,000 debit.

c) $500 debit.

d) $1,000 credit.
(Accounting Process)

19.  The process that begins with recording business transactions and includes the completion of the financial statements is the:

 a) calendar year.

b) natural business years.
 c) fiscal year.


d) accounting cycle.
20.  The ledger is:

a) a group of accounts that records data from business transactions.
b) a tool used to make sure that all accounts have normal balances.
c) a chronological record of the day’s transactions.
d) a tool used to ensure that debits equal credits.

21.   Business transactions are first recorded in the:
a) ledger.

b) journal.

c) trial balance.

d) balance sheet.
22.   The general ledger:

a) is the book of original entry. 


b) is the book of final entry. 
c) lists the transactions in chronological order. 
d) is before the general journal.  
23.  Bringing account balances up to date before preparing financial reports is called:
 a) posting.

b) adjusting.

c) journalizing.

 d) analyzing.
24. If the adjustment for Supplies used during the period was not made:
a) expenses would be too low.

b) assets would be too low.
c) expenses would be too high.

d) revenue would be too high.
25.  The adjustment that is made to allocate the cost of a building over its expected life is called:

a) depreciation.



b) residual value.
c) accumulated depreciation.

d) None of these answers are correct.
26.  Mark’s Tree Service depreciation for the month is $500. The adjusting journal entry is:
a) Equipment         

500
       Accumulated Depreciation

500
b) Depreciation Expense

500
       Accumulated Depreciation

500
c) Depreciation Expense

500
       Equipment                        

500
d) Accumulated Depreciation 
500
        Depreciation Expense             

500
27. Total wages per week are $5,000 for a 5-day work week.  At the end of an accounting period, employees have worked 3 days.  The entry to accrue wages for this period would be:

a) credit Wages Expense, $15,000; debit Wages Payable, $15,000

b) debit Wages Expense, $4,000; credit Wages Payable, $4,000

c) debit Wages Expense, $3,000; credit Wages Payable, $3,000

d) debit Wages Expense, $5,000; credit Cash, $5,000
28.  Joe received $4,000 in advance for renting part of his building for 4 months.  What is the entry to record the adjustment after one month has passed?

a) debit Cash; credit Rental Income


b) debit Cash; credit Unearned Rent

c) debit Unearned Rent, credit Rental Income
d) debit Unearned Rent, credit Cash
29. Prepaid Rent (purchased earlier in the year) has expired.  Failure to recognize the appropriate expense will cause:

a) assets to be understated.


b) expenses to be understated.

c) net Income to be understated.

d) expenses to be overstated.

30. Closing entries are prepared:

a) To clear all balance sheet accounts to a zero balance.
b) To close the Capital account.

c) To close temporary accounts to a zero balance.

d) None of the above are correct.

31.  To close the Fees Earned account: 
a) debit Income Summary; credit Fees Earned.
b) debit Fees Earned; credit Bryant, Capital.
c) debit Fees Earned; credit Income Summary.
d) debit Bryant, Capital; credit Fees Earned.
32.  After posting the closing entries, which of the following accounts is most likely not to have a zero balance?
a) Prepaid Insurance


b) Advertising Expense
c) J. Smith, Withdrawals


d) Medical Fees
(Internal Control and Cash)

33.  Company policy for internal control should include all of the following except:
a) Employees will be rotated.
b) Monthly bank statements should be sent to and reconciled by the same employees who authorize payments and write checks.
c) The owner (or responsible employee) signs all checks after receiving authorization to pay from the departments concerned.
d) At time of payment, all supporting invoices or documents will be stamped "paid."
34.  Bank service charges would be shown on a bank reconciliation as:
a) added to the balance per bank statement.
b) deducted from the balance per bank statement.
c) added to the balance per books.
d) deducted from the balance per books.
35.  Determine the adjusted cash balance per bank for Santa’s Packaging on November 30, from the following information:
   Cash balance on the bank statement        
$2,500
   Customer's check returned--NSF                       
500
   Customer's note collected by the bank              
 600
   Deposits in transit, November 30                    
1,400
   Outstanding checks, November 30                 
2,650
a) $1.250

b) $1,100

c) $1,550

d) $1,350

36.   The May bank statement for Accounting Services shows a balance of $9,300, but the balance per books shows a cash balance of $7,980. Other information includes:
1. A check for $200 was recorded on the books as $20.
2. Included on the bank statement was a note collected by the bank for $300 plus interest of $30.
3. Checks outstanding totaled $360.
4. Bank service charges were $50.
5. Deposits in transit were $2,140.

Which item(s) will require a journal entry to update the balance in the Cash account?

a) Checks outstanding and deposits in transit
b) Bank service charges, note collected by the bank, and deposits in transit
c) Bank service charges, note collected by the bank, and error made by Accounting Services
d) None of these answers are correct.
(Payroll)

37.  Gross Earnings are the same as:
a) regular earnings only.

b) regular earnings + overtime earnings.
c) net earnings.


d) net earnings + overtime earnings.
38.  Payroll taxes include all of the following except:
a) federal income tax.

b) state income tax.
c) FICA – OASDI.


d) All of the above are payroll taxes.
39.  Which of the following taxes has a maximum amount an employee must pay in a year?
a) Federal income tax

b) FICA-Medicare tax.
c) FICA-OASDI tax.


d) State Income tax
40.  Brian Temple’s cumulative earnings are $100,000, and his gross pay for the week is $5,300. If the FICA rates are: OASDI 6.2% on a limit of $102,000 and Medicare is 1.45%, what are his FICA-OASDI and FICA-Medicare taxes for the week?  

a) $328.60; $76.85
b) $0; $0
c) $124.00; $29.00
d) $124.00; $76.85

41.  If Carrie Stein’s hourly wage is $40.00, and she worked 43 hours during the week.  Assuming an overtime rate of time and a half over 40 hours, Carrie’s  gross pay is?
a) $1,780

b) $1,720

c) $2,580

d) $1,600
42.  At the start of the year, an employee earned $1,000 and has the following deductions:  FICA-OASDI 6.2%; FICA-Medicare 1.45%; federal income tax $135; and state income tax $10.  What is the net pay?


a) $645.00

b) $778.50

c) $878.50

d) $1,000.00

(Merchandising)

43.  Merchandise is:
a) the same as inventory.

b) an asset. 

c) the same as gross sales. 

d) both “a” and “b” are correct. 
44.  The length of time the customer is allowed to repay the bill is the:
a) discount period.


b) closing period.
c) credit period.


d) billing period
45.  Net sales equal:
a) gross sales.



b) gross sales – sales returns and allowances.
c) gross sales – sales returns and allowances – sales discounts. 
d) sales discounts.
46.  R&R Lumber reports gross sales of $80,000. If sales returns and allowances are $12,000 and sales discounts are $3,700, what are the net sales?
a) $95,700

b) $68,000

c) $64,300

d) $76,300
47.  Urban Camping sold goods for $250 to a charge customer. The customer returned for credit $80 worth of goods. Which entry is required to record the return transaction?
a) Debit Sales Returns and Allowances $80; credit Accounts Receivable for $80
b) Debit Sales Returns and Allowances for $80; credit Sales for $80
c) Debit Sales $250; credit Sales Returns and Allowances $250
d) Debit Accounts Receivable $170; credit Sales Returns and Allowances for $170

48.  When merchandise is bought for resale, which of the following accounts would be increased in a periodic inventory system?

a) Store Equipment

b) Purchases

c) Cash

d) Capital

49.  The term used when the buyer is responsible for the cost of freight is:

a) F.O.B. Shipping point
b) F.O.B. Destination
c) F.O.B. Upon delivery

d) S.O.L. Delivery
50.  Tyler returned $400 of merchandise within the discount period. The entry to record the return is to:

a) debit Purchases for $400; credit Accounts Payable for $400.

b) debit Purchases for $400; credit Purchases Returns and Allowances for $400.

c) debit Accounts Payable for $400; credit Purchases Returns and Allowances for $400.

d) debit to Accounts Payable for $400, credit Purchases Discount for $400.

51.  When the term F.O.B. shipping point is used, title passes:

a) when goods reach the halfway point.

b) when goods reach the destination.

c) when goods are shipped.



d) when the buyer unpacks the goods.

52.  Auctions Unlimited sent an invoice to a customer stating, “3/10, n/30”.  This means that the customer…

a) will receive a 10% discount if they pay within 3 days

b) will be allowed to reduce their payment by 3% of their pre-tax amount due if Auctions Unlimited receives payment within 10 days.

c) will be charged a finance fee if payment is not received in 30 days.

d) will be granted a 3% discount of the total amount owed (including sales tax) if Auctions Unlimited receives payment within 10 days.
53.  The entry to record a purchase of $2,000 on account, terms of 2/10, n/30, would include a:

a) debit to Purchases Discount for $40.
b) credit to Accounts Payable for $2,000.

c) debit to Accounts Payable for $2,000.
d) credit to Cash for $2,000.

54.  A company receives payment from a customer for merchandise purchased. The original invoice was on March 13 for $580, of which $100 was returned, with terms of 2/10, net/30.  The cash received in payment of this transaction on March 22 is:

a.  $790.40


b.  $474.24

c.  $470.40

d.  $464.00

55.  Sales Tax Payable is a:
a)  liability account with a debit balance
b) contra-asset account with a credit balance

c)  contra-asset with a debit balance

d) liability account with a credit balance
(Financial Statements)
56.  Assets are shown on the:
a) Income statement 

b) Balance sheet

c) Statement of Changes in Owner’s Equity 

d) Schedule of Cost of Goods Sold
57.  In which section does interest revenue appear in a multi-step income statement?
a) Other Income
b) Other Expense
c) Selling Expenses
d) Administrative Expenses
58.  In what category in a classified balance sheet is Accounts Receivable found?
a) Plant and Equipment
b) Current Liabilities
c) Current Assets
d) Owner's Equity
59.  If gross profit exceeds operating expenses, the company:
a) had a net loss.
b) broke even.
c) had a net income.
d) Not enough information given.
60.  Net sales - cost of goods sold is equal to:
a) net income from operations.
b) operating expenses.
c) gross profit.
d) gross expenses.
	 
	Accounting Cycle (40%)

	Using the information provided , complete the following steps:

	 
	 

	 
	What to do…

	Step 1
	Analyze the impacts of the transactions.

	 
	 

	Step 2
	Record the transactions in the journal 

	 
	 

	Step 3
	Post the journal entries to the ledger (t-accts)

	 
	 

	Step 4
	Calculate the balance of the ledger accounts

	 
	 

	Step 5
	Analyze the impacts of the adjustment (end-of-period updates) information.

	 
	 

	Step 6
	Journalize the adjusting information.

	 
	 

	Step 7
	Post the changes from the adjustments to the ledger accounts.

	 
	 

	Step 8
	Calculate the balance of the ledger accounts

	 
	 

	Step 9
	Prepare the financial statements.

	 
	 

	Step 10
	Close the books by journalizing & posting the necessary changes


20XX

Feb. 1
Owner invested $8,000 cash and $12,600 worth of snow equipment into the company.

Feb. 1
Paid rent for 3 months in advance for warehouse space, $2,400.

Feb. 4
Purchased office equipment on account from Office Depot, $10,800.

Feb. 6
Purchased snow removal supplies for $700 cash.

Feb. 8
Collected $16,000 for snow removal from local shopping centers.
Feb. 12 Owner withdrew $2,000 from the business for his personal use.

Feb. 20 Snow removal from parking lots of General Motors on account. 

Feb. 26 Paid employee salaries, $1,500

Feb. 27 Paid Office Depot ½ of amount owed for office equipment purchased on Feb. 4.

Feb. 28 Advertising bill received from Tyler Courier Times, will pay in March.

Feb. 28 Paid telephone bill, $190.

Adjustment Data:

a.  Snow supplies on hand, $500

b.  Rent expired, $200

c.  Depreciation on office equipment, $100
d.  Depreciation on snow equipment, $160

e.  Accrued salaries, $150


[image: image1.emf]Journalize the REGULAR transactions… Journalize the  ADJUSTING transactions… Journalize the  CLOSING transactions…

Date Account Names debit credit Date Account Names debit credit Date Account Names debit credit
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Income Summary #313 Rent Expense #514

Ledger

Office Equip #121

Snow Equipment #123

Cash #111 Acct. Payable #211 Service Revenue #411

Acct. Rec #112 Salaries Payable #212

Accumulated 

Depreciation, Office 

Equipment (OE) #122

Prepaid Rent #114 Pete Smith, Capital #311

Snow Supplies #115



Pete Smith Snow Removal Company
Income Statement

For the month ended February 28, 20XX

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	


Pete Smith Snow Removal Company
Statement of Owner’s Equity

For the month ended February 28, 20XX

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	


Pete Smith Snow Removal Company
Balance Sheet

February 28, 20XX
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