
Extra Practice for Block 1 

Source: Harrison, Walter T., Jr., and Charles T. Horngren. Financial Accounting. 3rd ed. Boston: Pearson, 

2008. Print. Custom Edition. 

Chapter 1 p.26-27 

1. Which of the following is not correct? 

a. Bookkeeping is only a part of accounting 

b. A proprietorship is a business with several owners. 

c. Professional accountants are held to a high standard of ethical conduct. 

d. The organization that formulates GAAP is the Financial Accounting Standards Board. 

2. The valuation of assets on the balance sheet is generally based on: 

a. Historical cost 

b. What it would cost to replace the asset 

c. Current fair market value as established by independent appraisers 

d. Selling price 

3. The accounting equation can be expressed as: 

a. Asset + Liabilities = Stockholder’s Equity 

b. Stockholder’s Equity – Assets = Liabilities 

c. Assets = Liabilities – Stockholder’s Equity 

d. Assets – Liabilities = Stockholder’s Equity 

4. The nature of an asset is best described as: 

a. Something with physical form that’s valued at cost in the accounting records. 

b. An economic resource representing cash or the right to receive cash in the future. 

c. An economic resource that’s expected to benefit future operations. 

d. Something owned by a business that has a ready market value. 

5. Which financial statement covers a period of time? 

a. Balance Sheet    c. Statement of cash flows 

b. Income statement   d. Both b and c 



6. How would net income most likely to affect the accounting equation? 

a. Increase assets and increase stockholder’s equity 

b. Increase liabilities and decrease stockholder’s equity 

c. Increase assets and increase liabilities 

d. Decrease assets and decrease liabilities 

7. During the year, Pegasus Corporation, has $100,000 in revenues, $40,000 in expenses, and $3,000 in 

dividend payments. Stockholder’s equity is changed by: 

a. +$27,000   c. +$12,000 

b. +$57,000   d. -$8,000 

8. Pegasus Corporation in question 7 had net income (or net loss) of 

a. Net income of $100,000   c. Net income of $60,000 

b. Net income of $57,000   d. Net loss of $40,000 

9. Prestige Corporation holds cash of $5,000 and owes $25,000 on accounts payable. Prestige has 

accounts receivable of $30,000, inventory of $20,000, and land that cost $50,000. How much are 

Prestige’s total assets and liabilities? 

Total assets    Liabilities 

a. $100,000    $25,000 

b. $105,000    $80,000 

c. $105,000    $25,000 

d. $25,000    $105,000 

10. Which item(s) is (are) reported on the balance sheet? 

a. Retained Earnings 

b. Accounts Payable 

c. Inventory 

d. All the above 

 



11. During the year, Jones Company’s stockholders’ equity increased from $30,000 to $40,000. Jones 

earned net income of $15,000. How much in dividends did Jones declare during the year? 

a. $6,000   c. $8,000 

b. $0    d. $5,000 

12. Bunny Enterprises had total assets of $300,000 and total stockholder’s equity of $100,000 at the 

beginning of the year. During the year, assets increased by $50,000 and liabilities increased by 

$40,000. Stockholder’s Equity at the end of the year is: 

a. $90,000   c. $140,000 

b. $110,000   d. $150,000 

Chapter 2 p.87-88 

1. A debit entry to an account: 

a. Increases liabilities 

b. Increases stockholder’s equity 

c. Increases assets 

d. Both a and c 

2. Which account types normally have a credit balance? 

a. Liabilities   c. Expenses 

b. Revenues   d. Both a and b 

3. An attorney performs services of $800 for a client and receives $200 cash with the remainder on 

account. The journal entry for this transaction would: 

a. Debit Cash, credit Accounts Receivable, credit Service Revenue 

b. Debit Cash, debit Accounts Receivable, credit Service Revenue 

c. Debit Cash, credit Service Revenue 

d. Debit Cash, debit Service Revenue, Credit Accounts Receivable 

4. Accounts Payable had a normal beginning balance of $1,000. During the period, there were debit 

postings of $400 and credit postings of $600. What was the ending balance? 

a. $800 debit   c. $1,200 debit 

b. $800 credit   d. $1,200 credit 

5. The list of all accounts with their balances is the: 

a. Trail balance   c. Journal 

b. Chart of accounts  d. Trial Balance 



6. The basic summary device of accounting is the: 

a. Ledger    c. Journal  

b. Account    d. Trial Balance 

7. The beginning cash balance was $5,000. At the end of the period, the balance was $6,000. If total 

cash paid out during the period was $24,000, the amount of cash receipts was: 

a. $23,000    c. $25,000 

b. $13,000    d. $35,000 

8. In a double-entry accounting system 

a. A debit entry is recorded on the left side of a T-account 

b. Half of all the accounts have a normal credit balance 

c. Liabilities, stockholder’s equity, and revenue accounts all have normal debit balances 

d. Both a and c are correct 

9. Which accounts appear on which financial statement? 

Balance Sheet    Income Statement 

a. Cash, revenues, land   Expenses, payables 

b. Receivables, land, payables  Revenues, supplies 

c. Expenses, payables, cash  Revenues, receivables, land 

d. Cash, receivables, payables  Revenues, expenses 

10. A doctor purchases medical supplies of $670 and pays $200 cash with the remainder on account. The 

journal entry for this transaction would be: 

a. Supplies     c. Supplies 

Accounts Payable        Accounts Receivable 

Cash      Cash 

b. Supplies     d. Supplies 

Cash      Accounts Payable 

 Accounts Payable    Cash 

11. Which is the correct sequence for recording transactions and preparing financial statements? 

a. Journal, ledger, trial balance, financial statements 

b. Ledger, trial balance, journal, financial statements 

c. Financial statements, trial balance, ledger, journal 

d. Ledger, journal, trail balance, financial statements 



12. The error of posting $100 as $10 can be detected by 

a. Dividing the out-of-balance amount by 2 

b. Totaling each account’s balance in the ledger 

c. Dividing the out-of-balance amount by 9 

d. Examining the chart accounts 

Chapter 3 p.164-165 

1. On November 1, University Apartments received $4800 from a tenant for three months’ rent. The 

receipt was credited to Unearned Rent Revenue. What adjusting entry is needed on December 31? 

a. Unearned Rent Revenue   3200 

Rent Revenue    3200 

b. Rent Revenue   1600  

Unearned Rent Revenue  1600 

c. Unearned Rent Revenue  1600     

Rent Revenue    1600 

d. Cash    1600 

Rent Revenue    1600 

2. The following normal balances appear on the adjusted trail balance of Augusta National Company: 

Equipment…………………………………………………………………………………..$90,000 

Accumulated depreciation, equipment…………………………………….15,000 

Depreciation expense, equipment…………………………………………..…5,000 

The book value of the equipment is:  

a. $85,000      c. $75,000 

b. $70,000      d. $60,000 

3. Alafaya, Inc. purchased supplies for $900 during 2016. At year end Alafaya had $600 of supplies 

left. The adjusting entry should: 

a. Debit supplies $300    c. Credit supplies $600 

b. Debit supplies expense $300   d. Debit Supplies $600 

4. The account for Eldorado Corp. failed to make an adjusting entry to record depreciation for the 

current year. The effect of the error is: 

a. Assets are overstated, stockholder’s equity and net income are understated 



b. Assets and expenses are understated; net income is understated 

c. Net income is overstated and liabilities are understated 

d. Assets, net income, and stockholder’s equity is all overstated. 

5. Interest earned on a note receivable at December 31 equals $125. What adjusting entry is required 

to accrue this interest? 

a. Interest Payable   125 

Interest Expense   125 

b. Interest Expense  125 

Cash     125 

c. Interest Receivable  125 

Interest Revenue   125 

d. Interest Expense  125 

Interest Payable   125 

6. If a real estate company fails to accrue commission revenue, 

a. Liabilities are overstated and owner’s equity is understated 

b. Assets are understated and net income is understated 

c. Revenues are understated and net income is overstated 

d. Net income is understated and stockholder’s equity is overstated 

7. All of the following statements are true except one. Which statement is false? 

a. Adjusting entries are required for business that uses the cash basis 

b. Accrual accounting produced better information than cash-basis accounting 

c. The matching principle directs accountants to identify and measure all expenses 

d. A fiscal year ends on some date other than December 31 

8. The account Differed Revenue is a(n): 

a. Contra-Asset    c. Asset 

b. Expense     d. Liability 

9. Adjusting entries: 

a. Are needed to measure the period’s net income or net loss 

b. Update the accounts 

c. Do not debit or credit cash 

d. All of the above 


