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Part One: Choose the best answer from the given alternatives and write your answers in the answer 

sheet attached (1.point each) 

1. Which of the following items represents a deferral? 

A. Prepaid insurance                                         C. Fees earned 

B. Wages payable                                             D. Accumulated depreciation 

2. If the supplies account, before adjustment on May 31, indicated a balance of $2,250, and                         

supplies on hand at May 31 totaled $950, the adjusting entry would be: 

A. debit Supplies, $950; credit Supplies Expense,$950. 

B. debit Supplies, $1,300; credit Supplies Expense,$1,300. 

C. debit Supplies Expense, $950; credit Supplies,$950. 

D. debit Supplies Expense,$1,300; credit Supplies,$1,300. 

3. The balance in the unearned rent account for Jones Co. as of December 31 is $1,200. If 

Jones Co. failed to record the adjusting entry for $600 of rent earned during December, 

the effect on the balance sheet and income statement for December would be: 

A. assets understated $600; net income overstated $600. 

B. liabilities understated $600; net income understated $600. 

C. liabilities overstated $600; net income understated $600. 

D. liabilities overstated $600; net income overstated $600. 
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4. If the estimated amount of depreciation on equipment for a period is $2,000, the adjusting 

entry to record depreciation would be: 

A. debit Depreciation Expense, $2,000; credit Equipment, $2,000. 

B. debit Equipment, $2,000; credit Depreciation Expense, $2,000. 

C. debit Depreciation Expense, $2,000; credit Accumulated Depreciation, $2,000. 

D. debit Accumulated Depreciation, $2,000; credit Depreciation Expense, $2,000. 

5. If the equipment account has a balance of $22,500 and its accumulated depreciation 

account has a balance of $14,000, the book value of the equipment would be: 

A. $36,500   B. $22,500.                   C. $14,000.   D. $8,500..                              

6. Which of the following accounts would be classified as a current asset on the balance 

sheet? 

A. Office Equipment                                         B. Land 

C. Accumulated Depreciation                             D. Accounts Receivable 

7. Which of the following entries closes the owner’s drawing account at the end of the period? 

A. Debit the drawing account, credit the income summary account. 

B. Debit the owner’s capital account, credit the drawing account. 

C. Debit the income summary account, credit the drawing account. 

D. Debit the drawing account, credit the owner’s capital account. 

8. Which of the following accounts would not be closed to the income summary account at 

the end of a period? 

A. Fees Earned                                              B. Wages Expense 

C. Rent Expense                                            D. Accumulated Depreciation 

 

9. Which of the following accounts would not be included in a post-closing trial balance? 

A. Cash                                                        B. Fees Earned 

C. Accumulated Depreciation                         D. Capital 

10. If merchandise purchased on account is returned, the buyer may inform the seller of the 

details by issuing a(n): 

A. Debit memo.                                             C. invoice. 

B. Credit memo.                                            D. Bill. 

11. If merchandise is sold on account to a customer for $1,000, terms FOB shipping point, 

1/10, n/30, and the seller prepays $50 in freight, the amount of the discount for early 

payment would be: 

A. $0   B. $5.00   C. $10.00   D.$10.50.  
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 12.  The income statement in which the total of all expenses is deducted from the total of all 

revenues is termed the: 

A. Multiple-step form.                                 C. Account form. 

B. Single-step form.                                    D. Report form. 

13. On a multiple-step income statement, the excess of net sales over the cost of merchandise 

sold is  called: 

A. Operating income.                          B. Income from operations. 

C. Gross profit.                                D. Net income. 

14. A credit sale of $750 is made on June 13, terms 2/10,net/30. A return of $50 is granted on 

June16. The amount received as payment in full on June 23 is: 

A.$700                                              C. $685. 

B. $686                                               D. $650. 

15. The bank erroneously charged Tropical Services’ account for $450.50 for a check that 

was correctly written and recorded by Tropical Services as $540.50. To reconcile the 

bank account of Tropical Services at the end of the month, you would: 

A. Add $90 to the cash balance according to the bank statement. 

B. Add $90 to the cash balance according to Tropical Services’ records. 

C. Deduct $90 from the cash balance according to the bank statement. 

D. Deduct $90 from the cash balance according to Tropical Services’ records. 

16. In preparing a bank reconciliation, the amount of checks outstanding would be: 

A. added to the cash balance according to the 

B. deducted from the cash balance according to the bank statement. 

C. added to the cash balance according to the company’s records. 

D. deducted from the cash balance according to the company’s records. 

17. Journal entries based on the bank reconciliation are required for: 

A. additions to the cash balance according to the company’s records. 

B. deductions from the cash balance according to the company’s records. 

C. Both A and B. 

D. neither A nor B. 

18. The resources owned by a business are called: 

A. Assets.                                                C. The accounting equation. 

B. Liabilities.                                           D. Owner’s equity. 
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19. A listing of a business entity’s assets, liabilities, and owner’s equity as of a specific date is : 

A. Balance sheet.                                    B. Income statement. 

C. Statement of owner’s equity.               D. Statement of cash flows. 

20. If total assets increased $20,000 during a period and total liabilities increased $12,000 

during the  same period, the amount and direction (increase or decrease) of the change in 

owner’s equity for that period is : 

A. $32,000 increase.                                 C. $8,000 increase. 

B. $32,000 decrease.                                D. $8,000 decrease. 

21. If revenue was $45,000, expenses were $37,500, and the owner’s withdrawals were 

$10,000, the amount of net income or net loss would be: 

A. $45,000 net income.                           C. $37,500 net loss. 

B. $7,500 net income.                             D. $2,500 net loss. 

22. A debit may signify : 

A. Increase in an asset account.                        B. Decrease in an asset account. 

C.Iincrease in a liability account.                     D. Increase in the owner’s capital account. 

23. The type of account with a normal credit balance is: 

A. An asset.                                                   C. A revenue. 

B. Drawing.                                                  D. An expense. 

24. A debit balance in which of the following accounts would indicate a likely error? 

A. Accounts Receivable                                 B. Cash 

C. Fees Earned                                             D. Miscellaneous Expense 

25. The receipt of cash from customers in payment of their accounts would be recorded by: 

A. a debit to Cash and a credit to Accounts Receivable. 

B. a debit to Accounts Receivable and a credit to Cash. 

C. a debit to Cash and a credit to Accounts Payable. 

D. a debit to Accounts Payable and a credit Cash. 

26. The form listing the titles and balances of the accounts in the ledger on a given date is the: 

A. income statement.                               B. balance sheet. 

C. statement of owner’s equity.                 D. trial balance. 
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Part II; workout Show all the necessary stapes clearly and neatly   

1. The following data were extracted from the accounting records of Guna trading company for 

the year ended November 30, 2010: 

Merchandise inventory, December 1, 2009                  $ 210,000 

Merchandise inventory, November 30, 2010                  185,000 

Purchases                                                                1,400,000 

Purchases returns and allowances                                   20,000 

Purchases discounts                                                      18,500 

Sales                                                                       2,250,000 

Freight in                                                                    14,100 

a. Prepare the cost of merchandise sold section of the income statement for the year ended 

November 30, 2010, using the periodic inventory system. (7 point) 

b. Determine the gross profit to be reported on the income statement for the year ended 

November 30, 2010. (3 point) 

 


