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1. If errors occur in the recording process, they
(A)should be corrected as adjustments at the end of the period.

(B)should be corrected as soon as they are discovered.
(C)should be corrected when preparing closing entries.
(D)cannot be corrected until the next accounting period.

2. Which of the following reflect the balances of prepayment accounts prior to adjustment?
(A)Balance sheet accounts are understated and income statement accounts are understated.
(B)Balance sheet accounts are overstated and income statement accounts are overstated.
(C)Balance sheet accounts are overstated and income statement accounts are understated.
(D)Balance sheet accounts are understated and income statement accounts are overstated.

3. The journal entry to record a return of merchandise purchased on account under a perpetual

inventory system would credit
(A)Accounts Payable.
(B)Purchase Returns and Allowances.
(C)Sales.
(D)Merchandise Inventory.
4. Westcoe Company's goods in transit at December 31 include:

purchases made
(3) FOB destination

(4) FOB shipping point

sales made
(1) FOB destination
(2) FOB shipping point

Which items should be included in Westcoe's inventory at December 31?

(A) (1)and (4)

(B) (2 and (3)

© ()and(3)

D) R)and (4) :

5. A petty cash fund of $100 is replenished when the fund contains $5 in cash and receipts for
$93. The entry to replenish the fund would

(A) debit Cash Over and Short for $2.
(B) credit Miscellaneous Revenue for $2.
(C) credit Cash Over and Short for $2.
(D) debit Miscellaneous Expense for $2.

6. An aging of a company's accounts receivable indicates that $6,000 are estimated to be
uncollectible. If Allowance for Doubtful Accounts has a $1,100 credit balance, the
adjustment to record bad debts for the period will require a

(A) debit to Bad Debts Expense for $6,000.

(B) debit to Allowance for Doubtful Accounts for $4,900.
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(C) debit to Bad Debts Expense for $4,900.
(D) credit to Allowance for Doubtful Accounts for $6,000.
7. Sutton Company acquires land for $81,000 cash. Additional costs are as follows:

Removal of shed $ 300
Filling and grading 1,500
hSalvage value of lumber of shed 120
Broker commission 1,130
Paving of parking lot 10,000
Closing costs 560

Sutton will record the acquisition cost of the land as
(A) $81,000.
(B) $82,690.
(C) $84,610.
(D) $84,370.
8. If the equity method is being used, cash dividends received
(A) are credited to Dividend Revenue.
(B) require no entry because investee net income has already been recorded at the
proper proportion on the investor's books.
(C) are credited to the Stock Investments account.
(D) are credited to the Revenue from Investment in Stock account.

9. Ifaliability is dependent on a future event, it is called a

(A) potential liability.
(B) hypothetical liability.
(C) probabilistic liability.
(D) contingent liability.

10. On July 1, 2002, Meed Kennels sells equipment for $22,000. The equipment originally
cost $60,000, had an estimated 5-year life and an expected salvage value of $10,000. The
accumulated depreciation account had a balance of $35,000 on January 1, 2002, using the
straight-line method. The gain or loss on disposal is

(A) $3,000 gain
(B) $2,000 loss *‘Mﬁ‘ﬁ‘ﬁ Ep R
(C) $3,000 loss
(D) $2,000 gain
11. Three thousand shares of treasury stock of Meyer, Inc., previously acquired at $16 per
share, are sold at $24 per share. The entry to record this transaction will include a
(A) credit to Treasury Stock for $72,000.
(B)  debit to Paid-In Capital from Treasury Stock for $24,000.
(C) debit to Treasury Stock for $48,000.
(D) credit to Paid-In Capital from Treasury Stock for $24,000.
12. Prior period adjustments are reported
(A) inthe footnotes of the current year's financial statements.
(B) on the current year's balance sheet.
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(C) on the current year's income statement.
(D) on the current year's retained earnings statement.
13. Jacobs Corporation makes a short-term investment in 300 shares of Starr Company's

common stock. The stock is purchased for $30 a share plus brokerage fees of $900. The
entry for the purchase is

(A)Debt TOVESHNICNLS vvovereveeeereeeseeseeeeeseeesesesosnesenesreseene 9,000
CaSh e 9,000
(B)Stock Investments ............cccoceeveeireeernecserernreeriennneeonne 9,900
Cash e 9,900
(C)Stock INVEStMENES ...coveeeiieiiiereeieeree et ecrreseerer s 9,000
Brokerage Fee Expense . ........cccovieiricniniciciiinnicnnene. 900
CaSH e ae e 9,900
(D)Stock INVESIMENES ...covveviieeicerieieeieeerrecrreeaeeesenecsvnreeaes 9,000
Cash

...................................................................... 9,000
14.  Which of the following is not a qualitative characteristic associated with reliability?
(A) Verifiability
(B) Conservatism
(C) Neutrality
(D) Representational faithfulness
15. If accounts receivable have increased during the period,
(A) revenues on an accrual basis are less than revenues on a cash basis.
(B) revenues on an accrual basis are greater than revenues on a cash basis.
(C) revenues on an accrual basis are the same as revenues on a cash basis.
(D) expenses on an accrual basis are greater than expenses on a cash basis.
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