Test Bank
Chapter 12
Reporting, Adjusting Entries, and Closing the Books
Name:	______________________________
Class:	______________________________
Date:	______________________________
1. How is a Trial Balance created?
A. Display all ledger accounts and their balances on one report.
B. Set the balance sheet data in a three-column format.
C. Set all income and expense accounts in a three-column report.
D. Display all journal entries on one report.
2. Gunther has gone through the QuickBooks reports, including those contributed by other users, and can’t find the exact one he wants for his business. What should he do?
A. Keep looking; there are many contributed reports, and he just hasn’t found the right one yet.
B. QuickBooks provides all the reports a company will need, so he should go back through them to find the right one.
C. Create a custom report using the Help Me Choose window.
D. Find a similar report and change the title of it in the Modify Report window.
3. When making a journal entry, _____ entries are listed first, followed by _____ entries.
A. credit; debit
B. permanent account; temporary account
C. temporary account; permanent account
D. debit; credit
4. Which of these is NOT an adjusting entry made at the end of an accounting period?
A. Updating Prepaid Rent by transferring the amount used to an expense account
B. Transferring the balance from the Opening Balance Equity account
C. Updating the income accounts by transferring the amount to Retained Earnings
D. Updating the book value of fixed assets


5. Evelina has a variety of inventory items that have become obsolete. How does she account for this inventory adjustment?
A. Adjust the quantity of inventory items so the value shows correctly on the balance sheet.
B. Create an invoice for the items to mark them out of inventory.
C. Change the inventory valuation method to FIFO and then mark the obsolete items out of inventory.
D. Adjust the average cost per inventory item by adjusting the total value of the inventory.
6. What three financial statements are produced as part of the sixth step of the accounting cycle?
A. Statement of Owner’s Equity, Balance Sheet, Income Statement
B. Balance Sheet, Income Statement, Statement of Cash Flows
C. Cash Flow Forecast, Balance Sheet, Profit & Loss report 
D. Statement of Owner’s Equity, Profit & Loss report, Statement of Cash Flows
7. Ming’s accountant has requested a report that reflects the condition of her business on a certain date. What report does she provide?
A. Statement of Owner’s Equity
B. Balance Sheet
C. Income Statement
D. Profit & Loss report
8. Which “behind the scenes” image shows what happens when you depreciate a vehicle?
1. [image: ]
1. [image: ]
1. [image: ]
1. [image: ]
9. To wrap up the accounting cycle, you “zero out” the _____ accounts and move the resulting net income or net loss to a(n) _____ account.
A. permanent; temporary 
B. income; equity 
C. temporary; permanent 
D. income; asset 
10. Which “behind the scenes” image shows what happens when you transfer a net income at the end of an accounting period?
A. [bookmark: _GoBack][image: ]
B. [image: ]
C. [image: ]
D. [image: ]
11. Where do you make adjusting entries?
A. Make Adjustment window
B. Make General Journal Entries window
C. Account Register window
D. Accounts Receivable window
12. The last four steps of the accounting cycle deal with:
A. making journal entries
B. closing the books at the end of a fiscal period
C. assembling source documents
D. analyzing transactions
13. During the company condensation process that can occur after the books are closed, what transaction type is NOT summarized?
A. Those that have been reconciled
B. Those that have been printed
C. Those that are linked to others with open balances
D. Those that have been cleared
14. In traditional accounting, what report adds all debits and credits so mistakes can be traced if debits don’t equal credits?
A. Income Statement
B. Balance Sheet
C. Worksheet
D. Trial Balance


15. What type of transaction do you create to account for depreciation?
A. Statement charge
B. Ledger posting
C. Journal entry
D. Depreciation post
16. At the end of the year, where is all net income or loss transferred?
A. Fixed Asset
B. Retained Earnings
C. Equity
D. Assets and Liabilities
17. What does the inclusion of a Cost of Goods Sold section in a Profit & Loss report indicate about a business?
A. It likely deals with inventory.
B. It likely deals strictly with service items.
C. It is likely a not-for-profit organization.
D. None of these; all P&L reports show this section.
18. Kumar’s business is expanding, and he’s eager to see how much income has increased. What report does Kumar run to compare profits from this year to last year?
A. The Profit & Loss Previous Year Comparison
B. The Balance Sheet Previous Year Comparison or Business Growth Year-to-Year Comparison 
C. The Profit & Loss Previous Year Comparison or Balance Sheet Previous Year Comparison
D. The Fiscal Period Comparison or Profit & Loss Previous Year Comparison
19. When closing the books, if the balance in the Income Summary account is a credit, the company has experienced a(n): 
A. net income
B. net loss
C. exact zero balance
D. increase in sales over the previous year
20. Which statement about QuickBooks’ audit trail feature is true?
A. It tracks changes to lists.
B. It tracks changes to transactions.
C. It tracks changes to both lists and transactions.
D. It does not track changes to either lists or transactions.


21. While your accountant works with an “accountant’s copy” of your file, you can still: 
A. edit and delete accounts
B. reconcile accounts
C. add, edit, and delete transactions dated on or before the dividing date
D. enter daily transactions
22. It’s a good idea to set the dividing date about _____ week(s) after the last day of whichever fiscal period you need.
A. 1
B. 2
C. 3
D. 4
23. [bookmark: _Hlk508821473][bookmark: _Hlk5045810]Match the beginning of each phrase to its appropriate ending.
	A. If the Income Summary balance is a credit…
	
_____
	1. …you credit it and debit the capital account for a net loss.

	B. If the Income Summary balance is a debit…
	
_____
	2. …the balances are zeroed out at the end of the fiscal period.

	C. With permanent accounts…
	
_____
	3. …you debit it and credit the capital account for a net income.

	D. With temporary accounts…
	
_____
	4. …the ending balance for one fiscal period is the opening balance for the next.


24. Match each description to the term it describes.
	DESCRIPTIONS
	
	TERMS

	A. Brings some general journal account balances up to date
	
_____
	1. Depreciation transaction
2. Statement of Owner’s

	B. Also known as the Profit & Loss report
C. Enter one for fixed assets every fiscal
	_____

	Equity
3. Income Statement

	period you produce financial statements.
	_____
	4. Clean up your data

	D. Tracks every transaction entry, modification, and deletion
	
_____
	5. Adjusting entries
6. The Audit Trail

	E. Do this when setting a closing date in QuickBooks.
	
_____
	

	F. Shows capital at the beginning/end of a fiscal year
	
_____
	





25. Match each term to the description.
	TERMS
	
	DESCRIPTIONS

	A. Permanent account
B. Temporary account
	_____
_____
	1. Assists with production of year-end financial statements

	C. Income summary account
D. Unadjusted Trial Balance
	_____
_____
	2. Moves the net income/loss to an equity account

	E. Worksheet
	_____
	3. Found on the Income Statement

	F. Adjusted Trial Balance
	_____
	4. Displayed prior to adjusting entries

	
	
	5. Displays the adjustments in the middle columns

	
	
	6. Found on the Balance Sheet
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