Test Bank
Unit 3
Chapters 11–12
Name:	______________________________
Class:	______________________________
Date:	______________________________
Chapter 11: Introducing the Accounting Cycle and Using Classes
1. 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
2. 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
3. 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.
4. 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.
5. 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
[bookmark: _Hlk508820786]

6. 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.


7. 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.


8. 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.


Chapter 12: Reporting, Adjusting Entries, and Closing the Books
9. When making a journal entry, _____ entries are listed first, followed by _____ entries.
1. credit; debit
1. permanent account; temporary account
1. temporary account; permanent account
1. debit; credit


10. Which “behind the scenes” image shows what happens when you depreciate a vehicle?
1. [image: ]
1. [image: ]
1. [image: ]
1. [image: ]
11. To wrap up the accounting cycle, you “zero out” the _____ accounts and move the resulting net income or net loss to a(n) _____ account.
1. permanent; temporary 
1. income; equity 
1. temporary; permanent 
1. income; asset 
12. Which “behind the scenes” image shows what happens when you transfer a net income at the end of an accounting period?
1. [image: ]
1. [image: ]
1. [image: ]
1. [image: ]
13. What does the inclusion of a Cost of Goods Sold section in a Profit & Loss report indicate about a business?
1. It likely deals with inventory.
1. It likely deals strictly with service items.
1. It is likely a not-for-profit organization.
1. None of these; all P&L reports show this section.

14. [bookmark: _Hlk508821473]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.


15. 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

	[bookmark: _GoBack]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
	
_____
	



16. 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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