Perfect | Y
Name | Score | Score
Identifying Accounting Terms | 17 Pis.
Identifying Accounting Concepts and Practices | 20 Pis.
Analyzing Adjustments | 12 Pts.
Total | 49 Pts.
Part One—Identifying Accounting Terms
Directions: Select the one term in Column I that best fits each definition in
Column II. Print the letter identifying your choice in the Answers column.
Column | Column II Answers
A. accrued interestincome 1. A trial balance prepared before adjusting entries are posted. 1.
(p. 441)
B. accrued revenue 2. The amount of inventory on hand at the beginning of a 2,
fiscal period. (p. 446)
C. accumulated 3. The actual count of merchandise at the end of a fiscal 3.
depreciation period. (p. 446)
D. adjusted trial balance 4. Revenue earned in one fiscal period but not received until 4.
a later fiscal period. (p. 447)
E. beginning inventory 5. Interest earned but not yet received. (p. 448)
E. book value of a plant 6. Cash and other assets expected to be exchanged for cash
asset -or consumed within a year. (p. 450)
G. current assets 7. Physical assets that will be used for a number of years in 7.
the operation of a business. (p. 450) ‘
H. depreciation 8. Aloss in the usefulness of a plant asset as a result of wear 8.
or obsolescence. (p. 450)
I. depreciation expense 9. The portion of a plant asset’s cost that is transferred to an 9.
expense account in each fiscal period during that asset’s
usefud life. (p. 450)
J. ending inventory 10. An estimate of the amount that will be received for an asset 10.
at the time of its disposal. (p. 450)
K. marginal tax rate 11. The period of time over which an asset contributes to the 11.
earnings of a business. (p. 450)
L. plant assets 12. Recording an equal amount of depreciation expense for a 12.
plant asset in each year of its useful life. (p. 451)
M. salvage value 13. The total amount of depreciation expense that has been 13.
recorded since the purchase of a plant asset. (p. 451)
N. straight-line method of 14, The original cost of a plant asset minus accumulated 14.
depreciation depreciation. (p. 451)
O. tax bracket 15. A trial balance prepared after adjusting entries are posted. 15.
(p- 457)
P unadjusted trial 16. Each tax rate and taxable income amount on one line of a 16.
balance tax table. (p. 458)
Q. useful life 17. The tax rate associated with a tax bracket. (p. 458) 17.
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Part Two—Identifying Accounting Concepts and Practices

Directions: Place a T for True or an F for False in the Answers column to show whether

each of the following statements is true or false. Answers
1. Businesses must use a 12-month period, or fiscal year, ending on December 31 for 1.
reporting their financial performance. (p. 440)
2. The adjusting entry for Merchandise Inventory is unique to a merchandising business. 2.
(p. 440)
3. The first step in preparing adjusting entries is to prepare an unadjusted trial balance. 3.
(p- 441)
4. A trial balance provides a complete list of accounts that may need to be brought up 4,
to date. (p. 441)
5. Rather than using a worksheet, a business can use an unadjusted trial balance and record 5.
adjustments directly to a general journal. (p. 441)
6. The adjustment for the Supplies—Office account will result in a debit to Supplies 6.
Expense—Office. (p. 442)
7. The amount of the adjustment for Prepaid Insurance represents the value of insurance 7.
premium used during the fiscal period. (p. 444)
8. For a company using the periodic inventory method, the account balance of Merchandise 8.
Inventory changes during the fiscal year. (p. 446)
9. If ending inventory is less than the account balance of Merchandise Inventory, the 9.
inventory adjustment will include a credit to Income Summary. (p. 447)
10. The adjusting entry for accrued revenue increases a revenue account (a credit) and . 10.
increases a receivable account (a debit). (p. 447)
11. Estimates of the cost, salvage value, and useful life of a plant asset are used to calculate 11.
its annual depreciatior. {(p. 450)
12. Functional depreciation occurs when a plant asset becomes inadequate or obsolete. 12.
(p- 450) .
13. The annual straight-line depreciation of equipment costing $4,000.00 with a salvage value 13.
of $500.00 and a useful life of 5 years would be $700.00. (p. 451)
14. The adjustment for Accumulated Depreciation—Store Equipment includes a credit to 14.
Depreciation Expense—Store Equipment. (p. 452)
15. The annual straight-line depreciation of land costing $40,000.00 with a salvage value of 15.
$10,000.00 and a useful life of 20 years would be $1,500.00. (p. 452)
16. The adjustment for Federal Income Tax Payable and Federal Income Tax Expense is 16.

determined only after all other adjusting entries are posted and the net income before
federal income tax is determined. (p. 457)

17. Corporations anticipating annual federal income taxes of $500.00 or more are required 17.
to pay estimated taxes each month. (p. 458)

18. A corporation using a 35% marginal tax rate must pay income taxes equal to 35% of its 18.
income before federal income taxes. {p. 458)

19. Tax rates for corporations can be changed by an act of Congress. (p. 458) 19.

20. Any amount of federal income tax owed at the end of the fiscal year is debited to Federal 20.

Income Tax Payable. (p. 459)
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Name Date — . Class

Part Three—Analyzing Adjustments

Directions: For each of the following items, select the choice that best completes
the statement. Print the letter identifying your choice in the Answers column,

Answers

1. The amount in the Supplies—Office account on an unadjusted trial balance represents 1,
the value of supplies (A) at the beginning of a fiscal period (B) used during a fiscal
period (C) at the beginning of a fiscal period plus office supplies bought during the
fiscal period (D) bought during a fiscal period. (p. 442)

2. The two accounts used to adjust the Office Supplies account are (A) Supplies and Purchases 2.
(B) Supplies—Office and Income Summary (C) Supplies—Office and Supplies Expense—
Office (D) Supplies Expense—Office and Income Summary. {p. 442)

3. The portion of the insurance premiums that has expired during a fiscal period is classified 3.
as (A) a liability (B) an asset (C) an expense (D) capital. (p. 444)

4. The two accounts used to adjust the Prepaid Insurance account are (A) Insurance 4,
Expense and Income Summary (B) Prepaid Insurance and Insurance Expense (C)
Prepaid Insurance and Income Summary (D) Prepaid Insurance Expense and Income
Summary. {p. 444) :

5. For a business using the periodic inventory method, the Merchandise Inventory amount 5.
on the unadjusted trial balance represents the merchandise inventory (A) at the end of a
fiscal period (B) at the beginning of a fiscal period (C) purchased during a fiscal period
(D) available during a fiscal period. (p. 446)

6. The two accounts used to adjust the Merchandise lnventory account are (A) Merchandise Inventory 6.
and Supplies (B) Merchandise Inventory and Purchases (C) Merchandise Inventory and Income
Summary (D) Merchandise Inventory and Sales. (pp. 446-447)

7. A credit to Income Summary in the Merchandise Inventory adjustment represents the (A) 7.
decrease in Merchandise Inventory (B) increase in Merchandise Inventory (C) beginning
Merchandise Inventory (D) ending Merchandise Inventory. (p. 447)

8. Recording revenue in the accounting period in which the revenue is earned is an application 8.
of the accounting concept (A) Realization of Revenue (B) Consistent Reporting (C)
Historical Cost (D) Adequate Disclosure. (p. 447)

9. The two accounts used to adjust for interest income earned on notes receivable are (A) 9.
Interest Receivable and Interest Income (B) Accounts Receivable and Interest Income Q)
Interest Receivable and Sales {D) Accounts Receivable and Sales. (p. 448)

10. After recording the adjustment for accumulated depreciation, the book value of plant assets  10.
(A) remains unchanged, (B) increases, (C) decreases, (D) cannot be determined. (pp. 451452)

11. The two accounts used to adjust the depreciation of store equipment are (A) Store = 11,
Equipment and Store Equipment Expense (B) Accumulated Depreciation—Store Equipment
and Accumulated Depreciation Expense (C) Accumulated Depreciation—Store Equipment
and Store Equipment Expense (D) Accumulated Depreciation—Store Equipment and
Depreciation Expense—Store Equipment. (p. 452)

12. The two accounts used to record the adjustment for federal income tax are (A} Federal  12.
Income Tax Expense and Prepaid Taxes (B) Federal Income Tax Payable and Federal Income
Tax Expense (C) Federal Income Tax Expense and Allowance for Federal Tax Expense (D)
Federal Income Tax Expense and Pederal Income Tax Adjustments. (p. 459)
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Across

3.

6.

7.

9.

10.

11.

12.

13.

Physical assets that will be used for a number
of years in the operation of a business.

Each tax rate and taxable income amount on
one line of a tax table.

A trial balance prepared after adjusting entries
are posted.

The period of time over which an asset
contributes to the earnings of a business.

Transactions that are set up for automated entry
in computerized accounting systems.

The amount of inventory on hand at the
beginning of a fiscal period.

Cash and other assets expected to be exchanged
for cash or consumed within a year.

The actual count of merchandise at the end of a
fiscal period.
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Down

. The portion of a plant asset’s cost that is

transferred to an expense account in each fiscal
period during that asset’s useful life.

2. The tax rate associated with a tax bracket.

. The amount that will be received for an asset at

the time of its disposal.

. Revenue earned in one fiscal period but not

received until a later fiscal period.

. Aloss in the usefulness of a plant asset as a

result of wear or obsolescence.



