Test Bank
Chapter 11
Introducing the Accounting Cycle and Using Classes
Name:	______________________________
Class:	______________________________
Date:	______________________________
1. What are Generally Accepted Accounting Principles?
A. Rules used to prepare, present, and report financial statements
B. Regulations set by the federal government to regulate accounting practices
C. Rules found in IRS publication 97-1040
D. Principles used by the manufacturing industry
2. What QuickBooks feature makes it easy to keep track of source documents?
A. File Vault
B. Document Organizer
C. Doc Center
D. File Manager
3. What statement regarding the Doc Center is false?
A. You can enter documents from any storage location accessible by your computer.
B. One of its features is attaching documents to transactions.
C. Documents can be scanned into it.
D. It’s fully encrypted and files are secure.
4. Juan wants to track the profitability of three aspects of his restaurant: dining, bar, and merchandise sales. What feature does he use?
A. Doc Center
B. Label all transactions in the Journal
C. Class tracking
D. Profitability tracker
5. Why is it important to create a class such as Admin or Overhead when you set up class tracking?
A. So you know how much you spend on administrative support
B. So you can consistently apply classes to all transactions
C. So you can track the supplies you purchase for your company
D. So your balance sheet by class report will be accurate


6. How does QuickBooks assist with the second step of the accounting cycle?
A. It posts journal entries to the ledger accounts.
B. It moves information you entered in forms to the journal.
C. It attaches source documents to transactions.
D. It ensures classes are applied to all transactions.
7. In the third step of the accounting cycle you can view what was done behind the scenes by displaying: 
A. registers and QuickReports
B. the journal and profit & loss report
C. registers and customer transaction reports
D. vendor and customer transaction reports
8. Why use class tracking?
A. To produce an accurate profit & loss report
B. To produce an accurate balance sheet
C. To produce reports that focus on assets and expenses
D. To produce reports that focus on the aspect of the business you’re tracking
9. Aisha wants to expand her business. As part of the bank loan application, she must demonstrate that her company is financially “healthy.” What report does she provide to the bank?
A. Statement of Cash Funding
B. Cash Flow Forecast
C. Profit & Loss by Class
D. Profit & Loss
10. What is the accounting cycle?
A. Ten steps that dictate how a business must operate financially
B. Three steps that require you to analyze transactions and record journal and ledger entries
C. A series of steps that help a business properly keep its accounting records during the fiscal period
D. A series of steps outlined by the IRS and that is mandated for all businesses
11. Salim is the CFO of a publicly traded biotechnology company. What generally accepted accounting principle requires that he use the accrual basis of accounting?
A. Monetary unit principle
B. Revenue principle
C. Prudence principle
D. Consistency principle


12. What happens on the Profit & Loss by Class report if there are unclassified transactions?
A. The unclassified transactions do not appear on the report.
B. The number of unclassified transactions is printed on the last page of the report.
C. The report will include a column showing the unclassified amount for each account.
D. The unclassified transactions are disbursed equally among the classified transactions.
13. Which report would you run to see if a class has been applied to each transaction?
A. Profit & Loss by Class
B. Profit & Loss Unclassified
C. Voided/Deleted Classes
D. Profit & Loss by Category
14. Laura keeps the books for a property management company, and the accountant recommends that the company follow GAAP. The company just purchased a house for $50,000 less than the market valuation. What principle dictates how Laura should record the value of the property?
A. Time-period principle
B. Revenue principle
C. Materiality principle
D. Cost principle
15. A bookkeeper working with a traditional paper system only credits Checking when a purchase is made. Is this the correct approach?
A. Yes, this is an appropriate accounting practice.
B. No, they should credit Savings because Checking is not be used in paper accounting.
C. No, they should also credit another account to balance the equation.
D. No, they should also debit another account to balance the equation.
16. What report tracks how much you’ve made or lost in a specific aspect of your business? 
A. Profit & Loss by Class
B. Profit & Loss by Category
C. Invoice Class Application
D. Class Profit
17. Halah is reviewing her printed Profit & Loss by Class report and notices that an important transaction is missing. What is the most likely cause?
A. She did not check “Billable?” on the missing transaction.
B. She entered the wrong customer on the missing transaction.
C. She did not save the missing transaction.
D. She did not apply the class information to the missing transaction.


18. If you’re worried you haven’t been consistently adding class information to transactions, what report can you run to see a list of transactions missing that information?
A. Profit & Loss 
B. Profit & Loss Unclassified 
C. Profit & Loss by Type 
D. Profit & Loss by Class
19. How long is a fiscal period?
A. It’s determined by the business.
B. A year
C. A month
D. A week
20. What report can indicate the viability of a company in the short term?
A. [bookmark: _Hlk508820744]Balance Sheet
B. Statement of Cash Flows
C. Profit & Loss report
D. Balance Sheet by Class
21. What are the three sections of the Statement of Cash Flows report, in order of appearance on the report?
A. Operating, Investing, Financing
B. Financing, Investing, Operating
C. Investments, Banking, Operating
D. Banking, Operating, Financing
22. What can you do to be aware of potential cash flow problems?
A. Reconcile your checking account weekly.
B. Run a profit & loss report daily.
C. Come up with a daily, weekly, monthly, and quarterly routine.
D. Wait to enter your bills until just before they are due.
23. [bookmark: _Hlk508820786][bookmark: _Hlk5044422]Match each GAAP element listed to its description.
	GAAP
	
	DESCRIPTIONS

	A. Time-period principle
	_____
	1. The business is separate from the owner.

	B. Matching principle
	_____
	2. The business will be in operation indefinitely.

	C. Business entity principle
	
_____
	3. Business activities are divided into time periods.
4. Expenses are aligned to revenue for the same

	D. Materiality principle
E. Objectivity principle
	_____
_____
	period.
5. Business statements are based on objectivity.

	F. The assumption of 
	
	6. When an item is reported, its significance is

	the going concern
	_____
	considered.


24. [bookmark: _GoBack]Match each GAAP element listed to its description.
	GAAP
	
	DESCRIPTIONS

	A. Cost principle
B. Consistency principle
	_____
_____
	1. Use the same accounting principles and methods year to year.

	C. Monetary unit principle
	_____
	2. Use a stable currency for the unit of record.

	D. Revenue principle
E. Prudence principle
	_____
_____
	3. Publicly traded companies record when revenue is earned, not when cash is received.

	
	
	4. Assets are recorded at cost, not at fair market value.

	
	
	5. Choose the solution least likely to overstate assets and income.


25. Place the accounting cycle steps in order.
	STEP ORDER
	
	STEP DESCRIPTIONS

	A. Step 1
	_____
	1. Record the business transactions in a journal.

	B. Step 2
	_____
	2. Prepare adjusting entries and run an adjusted trial balance.

	C. Step 3
	_____
	3. Prepare closing entries and the post-closing trial balance.

	D. Step 4
	_____
	4. Analyze the business transactions.

	E. Step 5
	_____
	5. Generate the financial statements.

	F. Step 6
	_____
	6. Prepare the unadjusted trial balance.

	G. Step 7
	_____
	7. Post each journal entry to the ledger accounts.
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