Financial Accounting Practice Assessment
 50 Questions
1. Which of the following accounts is not included in the asset section of the balance sheet?
· A. Land.
· B. Wages expense.
· C. Buildings.
· D. Supplies.
· E. Furniture.

2. Cameo Company has assets equal to $6,150,000 and liabilities equal to $2,350,000 at year-end. Equity for Cameo Company at year-end equals:
· A. $3,075,000.
· B. $5,425,000.
· C. $1,175,000.
· D. $8,500,000.
· E. $3,800,000.

3. Zapp Enterprises had annual revenues of $1,015,000 expenses of $563,500 and paid dividends of $126,000 during the current year. The retained earnings account before closing had a balance of $1,575,000. The ending retained earnings balance after closing is:
· A. $1,015,000
· B. $2,026,500
· C. $1,900,500
· D. $325,500
· E. $451,500

4. Gap Rentals purchased office supplies on credit. The general journal entry made by Gap Rentals will include a:
· A. Debit to Accounts Payable.
· B. Credit to Accounts Payable.
· C. Credit to Accounts Receivable.
· D. Debit to Accounts Receivable.
· E. Credit to Cash.

5. On April 1, Midnight Star Publishing received $140,400 from R. James, Incorporated for 36-month subscriptions to several different magazines. The company credited Unearned Revenue for the amount received and the subscriptions started immediately. Assuming adjustments are only made at year-end, what is the adjusting entry that should be recorded by Midnight Star Publishing Company on December 31 of the first year?
· A. debit Unearned Revenue, $11,700; credit Subscription Revenue, $11,700.
· B. debit Unearned Revenue, $140,400; credit Subscription Revenue, $140,400.
· C. debit Unearned Revenue, $46,800; credit Subscription Revenue, $46,800.
· D. debit Unearned Revenue, $35,100; credit Subscription Revenue, $35,100.
· E. debit Unearned Revenue, $105,300; credit Subscription Revenue, $105,300.

6. Which of the following is classified as a current asset?
· A. Accounts receivable.
· B. Unearned revenue.
· C. Equipment.
· D. Buildings.
· E. Land.

7. For the year ended December 31, a company has revenues of $1,590,000 and expenses of $982,500. The company paid $252,000 in dividends during the year. The balance in the Retained earnings account before closing is $410,000. Which of the following entries would be used to close the dividends account?
· A. Debit Retained Earnings $410,000; credit Income Summary $410,000.
· B. Debit Retained Earnings $252,000; credit Dividends $252,000.
· C. Debit Dividends $252,000; credit Retained Earnings $252,000.
· D. Debit Income Summary $252,000; credit Retained Earnings $252,000.
· E. Debit Income Summary $410,000; credit Dividends $410,000.




8. Journal entries that transfer the end-of-period balances in revenue accounts to a permanent equity account are known as:
· A. Updating entries.
· B. Work sheet entries.
· C. Closing entries.
· D. Final entries.
· E. Adjusting entries.

9. Which of the following is not a current asset?
· A. Cash.
· B. Prepaid expenses.
· C. Accounts receivable.
· D. Automobiles.
· E. Short-term investments.

10. Dazz Services provided $4,000 of consulting work and $500 of design work to the same client. It billed the client for the total amount and is expecting to collect from the customer next month. Which of the following general journal entries did Dazz Services make to record the billing of the customer?
· 
A.
	Account Title
	Debit
	Credit

	Unearned Revenue
	4,500
	 

	Consulting Revenue
	 
	4,000

	Design Revenue
	 
	500


B.
	Account Title
	Debit
	Credit

	Accounts Payable
	4,000
	 

	Design Revenue
	 
	500

	Consulting Revenue
	 
	4,000


C.
	Account Title
	Debit
	Credit

	Design Revenue
	500
	 

	Consulting Revenue
	4,000
	 

	Accounts Payable
	 
	4,500


D.
	Account Title
	Debit
	Credit

	Accounts Receivable
	4,500
	 

	Consulting Revenue
	 
	4,000

	Design Revenue
	 
	500


E.
	Account Title
	Debit
	Credit

	Design Revenue
	500
	 

	Consulting Revenue
	4,000
	 

	Accounts Receivable
	 
	4,500


11. Prior to recording adjusting entries, the Office Supplies account had a $1,795 debit balance. A physical count of the supplies showed $525 of unused supplies available. The required adjusting entry is:
· A. Debit Office Supplies $525 and credit Cash $1,270.
· B. Debit Office Supplies Expense $1,270 and credit Office Supplies $1,270.
· C. Debit Office Supplies Expense $525 and credit Office Supplies $525.
· D. Debit Office Supplies $525 and credit Office Supplies Expense $525.
· E. Debit Office Supplies $1,270 and credit Office Supplies Expense $1,270.


12. Con Funk Company has net income of $94,775 and assets at the beginning of the year of $1,000,000. Assets at the end of the year total $1,230,000. Compute its return on assets.
· A. 7.7%.
· B. 8.5%.
· C. 13.0%.
· D. 11.8%.
· E. 9.5%.

13. A company purchased equipment for cash. The general journal entry made by the company will include a:
· A. Debit to the Cash account.
· B. Credit to the Accounts Payable account.
· C. Credit to the Equipment account.
· D. Debit to the Accounts Payable account.
· E. Credit to the Cash account.

14. The main purpose of adjusting entries is to:
· A. Record external transactions and events.
· B. Recognize transactions and events that are not yet recorded.
· C. Recognize debts paid during the period.
· D. Recognize assets purchased during the period.
· E. Correct errors in the accounting records.

15. Assuming unearned revenues are originally recorded in balance sheet accounts, the adjusting entry to record earning of unearned revenue is:
· A. Increase an expense; decrease an asset.
· B. Increase an expense; decrease a liability.
· C. Increase an expense; increase a liability.
· D. Increase an asset; increase revenue.
· E. Decrease a liability; increase revenue.
16. If assets are $495,000 and liabilities are $160,000 then equity equals:
· A. $655,000.
· B. $495,000.
· C. $160,000.
· D. $335,000.
· E. $990,000.

17. Prince Company accrued wages of $36,750 that were earned by employees but were unpaid at the year-end. Assuming Prince uses reversing entries, which of the following entries correctly reverses the accrued wages at the beginning of the following year?  (YOU DON’T NEED TO DO THIS UNLESS YOUR CLASS USES REVERSING ENTRIES)
· A. Debit Cash $36,750; credit Wages Expense $36,750.
· B. Debit Wages Payable $36,750; credit Wages Expense $36,750.
· C. Debit Wages Payable $36,750; credit Cash $36,750.
· D. Debit Wages Expense $36,750; credit Cash $36,750.
· E. Debit Wages Expense $36,750; credit Wages Payable $36,750.


18. Use the following information for Kool  Corporation to determine the amount of equity to report.
	Cash
	$ 81,000

	Buildings
	655,000

	Land
	1,103,000

	Liabilities
	685,000


· A. $1,154,000.
· B. $2,848,000.
· C. $1,478,000.
· D. $2,163,000.
· E. $168,000.

19. Prepaid expenses, depreciation expense, accrued expenses, unearned revenues, and accrued revenues are all examples of:
· A. Income statement accounts.
· B. Asset accounts.
· C. Items that require contra accounts.
· D. Asset and equity accounts.
· E. Items that require adjusting entries.

20. Which of the following is not true regarding reversing entries? (YOU DO NOT NEED TO ANSWER THIS UNLESS YOUR CLASS DEALS WITH REVERSING ENTRIES)
· A. Reversing entries should not be the exact opposite of previous period adjusting entries.
· B. Reversing entries are dated the first day of the new accounting period.
· C. Reversing entries are optional.
· D. Reversing entries are used for adjusting entries involving accrued revenues and accrued expenses.
· E. Reversing entries are used to simplify a company's record keeping.

21. Creditors' claims on assets are called:
· A. Equity.
· B. Liabilities.
· C. Net losses.
· D. Revenues.
· E. Expenses.

22. On December 31,  King Company's Prepaid Insurance account had a balance before adjustment of $30,000. The insurance was purchased on July 1 of the same year for one year of insurance coverage, with coverage beginning on that date. Assuming adjustments are only made at year-end, the adjusting entry needed on December 31 is:
· A. Debit Cash $30,000; credit Prepaid Insurance $30,000.
· B. Debit Insurance Expense $15,000; credit Accounts Payable $15,000.
· C. Debit Prepaid Insurance $30,000; credit Cash $30,000.
· D. Debit Insurance Expense $30,000; credit Accounts Payable $30,000.
· E. Debit Insurance Expense $15,000; credit Prepaid Insurance $15,000.

23. A classified balance sheet differs from an unclassified balance sheet in that:
· A. An unclassified balance sheet does not report equity.
· B. A classified balance sheet is not usually provided to outside parties.
· C. A classified balance sheet randomly groups items into the broad categories of asset, liability, and equity.
· D. A classified balance sheet classifies assets and liabilities as current (short-term) and noncurrent (long-term).
· E. A classified balance sheet will include more accounts than an unclassified balance sheet for the same company on the same date.

24. Which of the following is not an external user of accounting information?
· A. Politicians.
· B. Customers.
· C. Chief executive officer (CEO).
· D. Shareholders.
· E. Lenders.

25. A law firm collected $14,500 on account for work performed and billed in the previous month. Which of the following general journal entries will the firm make to record this collection of cash?
· A. Debit Accounts Receivable, $14,500; credit Services Revenue, $14,500.
· B. Debit Cash, $14,500; credit Accounts Receivable, $14,500.
· C. Debit Cash, $14,500; credit Unearned Revenue, $14,500.
· D. Debit Services Revenue, $14,500; credit Accounts Receivable, $14,500.
· E. Debit Accounts Receivable, $14,500; credit Unearned Revenue, $14,500.

26. Financial statements are typically prepared in the following order:
· A. Balance sheet, statement of retained earnings, income statement.
· B. Income statement, balance sheet, statement of retained earnings.
· C. Statement of retained earnings, balance sheet, income statement.
· D. Income statement, statement of retained earnings, balance sheet.
· E. Balance sheet, income statement, statement of retained earnings.

27. On August 31 of the current year, the assets and liabilities of Lakeside, Incorporated are as follows: Cash $150,000; Supplies, $3,000; Equipment, $50,000; Accounts Payable, $42,500. What is the amount of equity as of August 31 of the current year?
· A. $60,500.
· B. $154,500.
· C. $54,500.
· D. $245,500.
· E. $160,500.

28. Identify the statement below that is correct.
· A. When a future expense is paid in advance, the payment is normally recorded in a liability account called Prepaid Expense.
· B. Prepaid revenue accounts are used to record when customers pay in advance for products or services.
· C. Accrued liabilities include accounts receivable.
· D. A liability account is commonly used to record increases and decreases in both the land and buildings owned by a business.
· E. Accounts receivable are held by a seller and are promises of payment from customers to sellers.

29. A law firm billed a client $18,000 for work performed in the current month. Which of the following general journal entries will the firm make to record this transaction?
· A. Debit Cash, $18,000; credit Accounts Receivable, $18,000.
· B. Debit Accounts Receivable, $18,000; credit Services Revenue, $18,000.
· C. Debit Services Revenue, $18,000; credit Accounts Receivable, $18,000.
· D. Debit Cash, $18,000; credit Unearned Revenue, $18,000.
· E. Debit Accounts Receivable, $18,000; credit Unearned Revenue, $18,000.

30. Con Funk Company has net income of $139,775 and assets at the beginning of the year of $1,045,000. Assets at the end of the year total $1,275,000. Compute its return on assets.
· A. 13.4%.
· B. 12.0%.
· C. 10.8%.
· D. 15.8%.
· E. 11.0%.

31. Which of the following is not true regarding ethics:
· A. Ethics are accepted standards of good and bad behavior.
· B. Ethics are beliefs that separate right from wrong.
· C. Accountants face ethical choices as they prepare financial reports.
· D. Ethics do not affect the operations or outcome of a company.
· E. Good ethics are good business.

32. Identify the account below that is classified as an asset in a company’s chart of accounts:
· A. Accounts Payable
· B. Accounts Receivable
· C. Salaries Expense
· D. Service Revenue
· E. Unearned Revenue

33. A trial balance prepared before any adjustments have been recorded is:
· A. Used to prepare financial statements.
· B. An unadjusted trial balance.
· C. A balance sheet.
· D. Only prepared once a year.
· E. An adjusted trial balance.



34. A company receives $52,500 cash for performing landscaping services. Which of the following general journal entries will the company make to record this transaction?
· A. Debit Landscaping Revenue, $52,500; credit Cash, $52,500.
· B. Debit Landscaping Revenue, $52,500; credit Accounts Receivable, $52,500.
· C. Debit Cash, $52,500; credit Accounts Payable, $52,500.
· D. Debit Accounts Receivable $52,500; credit Landscaping Revenue, $52,500.
· E. Debit Cash $52,500; credit Landscaping Revenue, $52,500.

35. The correct adjusting entry for accrued and unpaid employee salaries of $39,000 on December 31 is:
· A. Debit Salary Expense, $39,000; credit Cash, $39,000.
· B. Debit Salary Expense, $39,000; credit Salaries Payable, $39,000.
· C. Debit Salary Expense, $39,000; credit Prepaid Salary, $39,000.
· D. Debit Salary Expense, $39,000; credit Revenue, $39,000.
· E. Debit Salaries Payable, $39,000; credit Salary Expense, $39,000.

36. Under the alternative method for recording prepaid expenses, which is the correct set of journal entries?  (ONLY DO THIS PROBLEM IF THE ALTERNATIVE METHOD IS TAUGHT IN YOUR CLASS)
· 
A.
	Initial Entry
	Adjusting Entry

	Cash
	Prepaid Insurance

	Insurance Expense
	Insurance Expense


B.
	Initial Entry
	Adjusting Entry

	Prepaid Insurance
	Cash

	Insurance Expense
	Prepaid Insurance


C.
	Initial Entry
	Adjusting Entry

	Insurance Expense
	Prepaid Insurance

	Cash
	Insurance Expense


D.
	Initial Entry
	Adjusting Entry

	Prepaid Insurance
	Prepaid Insurance

	Cash
	Insurance Expense


E.
	Initial Entry
	Adjusting Entry

	Prepaid Insurance
	Insurance Expense

	Cash
	Prepaid Insurance


37. The full disclosure principle:
· A. Prescribes that accounting information is based on actual cost.
· B. Prescribes that a company record the expenses it incurred to generate the revenue reported.
· C. Means that accounting information reflects a presumption that the business will continue operating instead of being closed or sold.
· D. Provides guidance on when a company must recognize revenue.
· E. Prescribes that a company report the details behind financial statements that would impact users' decisions.

38. Bar-Kays Company provides landscaping services to clients. On May 1, a customer paid  Bar-Kays $300,000 for 6-months services in advance. Bar-Kays’ general journal entry to record this transaction will include a:
· A. Debit to Unearned Revenue for $300,000.
· B. Credit to Cash for $300,000.
· C. Debit to Accounts Receivable for $300,000.
· D. Credit to Accounts Receivable for $300,000.
· E. Credit to Unearned Revenue for $300,000.

39. A company recorded 2 days of accrued salaries of $7,000 for its employees on January 31. On February 9, it paid its employees $35,000 for these accrued salaries and for other salaries earned through February 9. The January 31 and February 9 journal entries are:
· 
A.
	Date
	Account Title
	Debit
	Credit

	1/31
	Salaries Expense
	7,000
	 

	1/31
	Salaries Payable
	 
	7,000

	2/9
	Salaries Expense
	28,000
	 

	2/9
	Salaries Payable
	7,000
	 

	2/9
	Cash
	 
	35,000


B.
	Date
	Account Title
	Debit
	Credit

	1/31
	Salaries Expense
	7,000
	 

	1/31
	Salaries Payable
	 
	7,000

	2/9
	Salaries Expense
	35,000
	 

	2/9
	Cash
	 
	35,000


C.
	Date
	Account Title
	Debit
	Credit

	1/31
	Salaries Payable
	7,000
	 

	1/31
	Salaries Expense
	 
	7,000

	2/9
	Salaries Expense
	28,000
	 

	2/9
	Salaries Payable
	7,000
	 

	2/9
	Cash
	 
	35,000


D.
	Date
	Account Title
	Debit
	Credit

	1/31
	Salaries Expense
	7,000
	 

	1/31
	Cash
	 
	7,000

	2/9
	Salaries Expense
	35,000
	 

	2/9
	Cash
	 
	35,000


E.
	Date
	Account Title
	Debit
	Credit

	1/31
	Salaries Expense
	7,000
	 

	1/31
	Salaries Payable
	 
	7,000

	2/9
	Salaries Payable
	35,000
	 

	2/9
	Salaries Expense
	7,000
	 

	2/9
	Cash
	 
	42,000


40. One Way Company rents space to a tenant for $11,000 per month. The tenant currently owes rent for November and December. The tenant has agreed to pay the November, December, and January rents in full on January 15 and has agreed not to fall behind again. The adjusting entry needed on December 31 is:
· A. Debit Unearned Revenue, $11,000; credit Rent Revenue, $11,000.
· B. Debit Accounts Receivable, $33,000; credit Rent Revenue, $33,000.
· C. Debit Unearned Revenue, $22,000; credit Rent Revenue, $22,000.
· D. Debit Accounts Receivable, $11,000; credit Rent Revenue, $11,000.
· E. Debit Accounts Receivable, $22,000; credit Rent Revenue, $22,000.

41. A company had no office supplies available at the beginning of the year. During the year, the company purchased $2,050 worth of office supplies. On December 31, $725 worth of office supplies remained. How much should the company report as office supplies expense for the year?
· A. $1,225.
· B. $725.
· C. $2,050.
· D. $2,775.
· E. $1,325.

42. At the end of its first month of operations, a company reported Revenue of $191,000. It also reported Wages Expense, $32,000; Rent Expense, $27,000; and Utilities Expense, $6,000. Calculate net income reported on the income statement at month-end.
· A. $38,000
· B. $153,000
· C. $99,000
· D. $126,000
· E. $27,000

43. Rushen Design receives $7,500 from a client billed in a previous month for services provided. Which of the following general journal entries will Rushen Design make to record this transaction?
· 
A.
	Account Title
	Debit
	Credit

	Cash
	7,500
	 

	Accounts Receivable
	 
	7,500


B.
	Account Title
	Debit
	Credit

	Accounts Receivable
	7,500
	 

	Cash
	 
	7,500


C.
	Account Title
	Debit
	Credit

	Cash
	7,500
	 

	Unearned Revenue
	 
	7,500


D.
	Account Title
	Debit
	Credit

	Accounts Receivable
	7,500
	 

	Unearned Revenue
	 
	7,500


E.
	Account Title
	Debit
	Credit

	Accounts Payable
	7,500
	 

	Design Revenue
	 
	7,500





44. The Retained earnings account has a credit balance of $185,000 before closing entries are made. If total revenues for the period are $276,000 total expenses are $199,000 and dividends are $45,000 what is the ending balance in the Retained earnings account after all closing entries are made?
· A. $262,000.
· B. $185,000.
· C. $177,000.
· D. $140,000.
· E. $217,000.

45. A complete record of each transaction in one place from which transaction amounts are posted to the ledger is a(n):
· A. Journal.
· B. T-account.
· C. Trial balance.
· D. Account.
· E. Balance column account.

46. On April 30, SOS Services had an Accounts Receivable balance of $128,500. During the month of May, total credits to Accounts Receivable were $302,000 from customer payments. The May 31 Accounts Receivable balance was $100,000. What was the amount of credit sales during May?
· A. $188,000.
· B. $302,000.
· C. $28,500.
· D. $273,500.
· E. $330,500.



47. If the assets of a business increased $445,000 during a period of time and its liabilities increased $335,000 during the same period, equity in the business must have:
· A. Increased $780,000.
· B. Decreased $110,000.
· C. Increased $110,000.
· D. Decreased $780,000.
· E. Increased $445,000.

48. A company reported net income of $15,000 for October. Its net sales for October were $50,000. Its profit margin is:
· A. 3%.
· B. 333%.
· C. 30%.
· D. 33%.
· E. 33.3%

49. Ohio Company paid off $150,000 of its accounts payable in cash. What would be the effects of this transaction on the accounting equation?
· A. Liabilities decrease $150,000; equity increases $150,000.
· B. Assets decrease $150,000; liabilities increase $150,000.
· C. Assets decrease $150,000; liabilities decrease $150,000.
· D. Assets increase $150,000; equity increases $150,000.
· E. Assets decrease $150,000; equity decreases $150,000.

50. A company had $34,960,000 in net income for the year. Its net sales were $76,000,000 for the same period. Calculate its profit margin.
· A. 85.4%.
· B. 117.1%.
· C. 53.9%.
· D. 46.0%.
· E. 217.1%.
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