Principles of Accounting

EXAM REVIEW

1. This exam consists of five (5) parts:

· Part A:  Multiple Choice 


20 Knowledge & Understanding Marks

· Part B:  Bank Reconciliation 


10 Knowledge & Understanding Marks

· Part C:  Analyzing Business Transactions 

20 Application Marks

· Part D:  Adjustment, Equity and Decision Making Calculations 

10 Thinking marks

· Part E:  Financial Statements 

15 Communication Marks

Chapter 1–7
Practice Examination A

Name:

Date:



1.
Define the following terms.



(a)
GAAP
(b)
cost principle



(c)
accounting period
(d)
double-entry accounting



(e)
matching principle
(f)
source document



(g)
chart of accounts
(h)
transposition error



(i)
depreciation
(j)
perpetual inventory


2.
Complete the following statements by inserting appropriate accounting terms.



(a)
A(n) _______________________________ is an exchange of items of value.



(b)
Asset accounts increase on the ___________________________ side and decrease on




the _________________________ side.



(c)
Expense accounts increase on the ____________________ side.



(d)
The owner’s Capital account normally has a(n) ____________________ balance.



(e)
The source document for a sale on account is the ___________________________.



(f)
A customer buys $80 worth of merchandise for cash and, in addition, is charged 13 percent 




HST. The amount of the HST is $_________, and the total cash paid by the customer is $_________.



(g)
Refer to the transaction in (f) and complete the following: The ____________________ 




account is debited and the _________________________, ____________________, and 




_________________________ accounts are credited by the seller.



h)
The ___________________________ account is credited when recording depreciation 
on equipment.


3. skip

4.
skip

5.
Prepare adjusting entries for each of the following. The fiscal period is one month (January).



(a)
The Office Supplies account had a balance of $12 650 at the beginning of the fiscal period. Supplies on hand at the end of the period were worth $9229.



(b)
Rent totalling $4800 was paid on January 1 to cover three months.



(c)
A 12-month insurance policy was purchased on January 15 for $2400.



(d)
The company’s equipment account balance is $40 000. The balance in the Accumulated Depreciation—Equipment account is $8000. The equipment depreciates 20 percent per year. Record the January depreciation using the declining-balance method.
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6.
skip

7.
Your uncle is considering investing in one of two companies. He is leaning toward investing in Company A because of its smaller bank loan, relative to that of Company B.





Company A
Company B



Current assets
$14 000
$10 000



Delivery van (book value)
  36 000
  20 000



Bank loan
    5 000
  10 000



Cash on hand
    4 000
    9 000



Net income (year)
  50 000
  50 000



During your analysis you discover the following:

•
Company A has failed to record depreciation on the van. The van is three years old, with an estimated life of six years (the straight-line method should be used).

•
Included in Company A’s current assets are supplies listed at $5000. The company has not done any adjustments for the supplies on hand at the year-end. During the year, $4000 worth of supplies were used.



(a)
Correct all figures shown above for Company A.



(b)
Have any GAAPs been violated? If yes, explain why.



(c)
Which company would you advise your uncle to invest in? Why?

K, C





K, C, A





K, C, A, T





A, K, C, T





A, T, C, K





A, T, C, K





A, C, T, K
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