Test Bank
Chapter 7
Working with Balance Sheet Accounts and Budgets
Name:	______________________________
Class:	______________________________
Date:	______________________________
1. What is an account such as Prepaid Rent used for?
A. To match income with expenses
B. To track rent payments
C. To track tax that has been collected
D. To hold funds that will be paid to the landlord
2. Mackenzie automatically ships a supply of supplements to a customer on the first of each month. How can she ensure the invoice is produced on time each month?
A. Set up a bill to be delivered.
B. Create a memorized transaction.
C. Create an other current asset.
D. Create a current liability.
3. What is it called when a balance decreases over time, such as a prepaid account being expensed?
A. Asset depletion
B. Expensing operation
C. Amortization
D. Transferization
4. Bernard wants to keep a small amount of cash on hand for minor expenditures. What should he set up?
A. Cash drawer
B. Point of sale system
C. Payable account
D. Petty cash account
5. How should you deal with an uncollectable receivable in QuickBooks if it includes sales tax?
A. Treat it as an allowance.
B. Use the discount method.
C. Use a credit memo.
D. Reinvoice the customer for the amount.
6. What type of accounts are depreciable?
A. Other Current Assets
B. Bank Accounts
C. Fixed Assets
D. Long Term Liabilities
7. What is the purpose of the Fixed Asset Item List?
A. It properly depreciates an asset.
B. It is part of the Accountant version of QuickBooks and is used by financial professionals.
C. It records the purchase transactions for a fixed asset behind the scenes.
D. It is a convenient way to track fixed assets.
8. Which “behind the scenes” images show what happens when you write off a bad debt?
A. [image: ]
B. [image: ]
C. [image: ]
D. [bookmark: _Hlk3137200][image: ]
9. What does depreciation allow a business to do?
A. Match income to expenses during an accounting period
B. Decrease the amount owed on a loan
C. Write of uncollectible receivables
D. Add funds to the owner’s equity
10. Miranda has been using QuickBooks for a full year and has set up a budget based on actual income and expenses. What report does she create to view projected income and expenses by month?
A. Budget vs. Actual
B. Profit & Loss Budget Performance
C. Budget Overview
D. Budget Verification


11. What QuickBooks feature allows you to easily enter repeated transactions?
A. Efficiency Tracking
B. Memorizing Transactions
C. Register Recording
D. Auto Entry
12. Pierre wants to use the Loan Manager to track the long-term liability for his new pickup truck. What accounts must he set up prior to setting up the loan?
A. Current Liability, Fixed Asset, Interest Expense
B. Long-Term Liability, Fixed Asset, Depreciation Expense
C. Other Current Liability, Depreciation Expense, Escrow
D. Long-Term Liability, Interest Expense, Escrow
13. What is the term for when an owner takes money out of the company?
A. Payroll
B. Draw
C. Embezzlement
D. Equity disbursement
14. Equity accounts reflect the _____ of a company.
A. available cash stores
B. liabilities
C. net worth
D. opening balances
15. Raquel wants to know how viable her company is. What piece of financial information should she look at to determine this?
A. The balance of her equity accounts
B. The amount of funds in her bank accounts
C. The net income from the last accounting period
D. The amount in the inventory asset account
16. What account is credited when you use an Other Charge item to route bad debt to an expense account?
A. Accounts Receivable
B. Checking
C. Bad Debt
D. Accounts Payable


17. Which statement about fixed assets is true?
A. A fixed asset is entered as an expense when purchased.
B. Businesses use fixed assets to promote the main operations of the business.
C. When you create a new company and enter a fixed asset, you credit its long-term liability account.
D. Fixed assets always have a long-term liability associated with them. 
18. Charlotte paid $1,200 for a year of insurance up front as part of a discount promotion. She would otherwise pay $125 per month. Which image shows the proper way to account for the payment?
A. [image: ]
B. [image: ]
C. [image: ]
D. [image: ]
19. Sales tax a business collects is considered a current _____ until paid.
A. expense
B. asset
C. liability
D. account
20. Derek is ready to pay the sales tax that has been collected. What report does he run to determine how much he needs to pay? 
A. Liabilities Owed report
B. Pay Tax report
C. Sales Tax Liability report
D. Sales Tax Item report


21. While getting ready to remit her sales taxes, Marena notices that the incorrect tax jurisdiction is used for a customer. How can she correct the problem?
A. Delete the original transactions and create new ones, making sure to choose the correct tax item or group.
B. Go back to the original transactions and choose the correct tax item or group.
C. Void the original transactions and create new ones, making sure to choose the correct item or group.
D. Create a new, higher percentage tax item to use from now on to collect the missing tax.
22. Jasmine is considering purchasing a backhoe for her construction business. What feature will help her compare different loan options?
A. Loan Manager
B. Long-Term Liability Tracker
C. Loan Tracker
D. Goal Seek
23. What feature helps you predict future revenue for your business?
A. Cash Flow report
B. Future Revenue report
C. Revenue Projector
D. Cash Flow Projector
24. Match each balance sheet account type to its description.
	ACCOUNT TYPES
	
	DESCRIPTIONS

	A. [bookmark: _Hlk508818007]Other Current Asset
B. Fixed Asset
	_____
_____
	1. Funds owed that you don’t plan to pay off within the year

	C. Current Liability
D. Long Term Liability
	_____
_____
	2. Resources owned that you plan to use or convert to cash within a year

	E. Equity
	_____
	3. The owner’s investment in the company

	
	[bookmark: _GoBack]
	4. Resources owned that you don’t plan to convert to cash within a year

	
	
	5. Funds owed that are expected to be paid off within a year


25. Match each equity account to its description.
	[bookmark: _Hlk5037982]EQUITY ACCOUNTS
	
	DESCRIPTIONS

	A. [bookmark: _Hlk508818025]Retained Earnings
B. Owner’s Equity
	_____
_____
	1. Where net income/loss goes at fiscal year end
2. Amount the owner has been paid from the

	C. Opening Balance Equity
	
_____
	company
3. Amount of owner investment in the company

	D. Owner’s Draw
	_____
	4. Offset account for initial balances when starting a company
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