Question No : 1 of 27 Marks: 1 (Budgeted Time 1 Min) (=]

TWhich of the following statement shows the effects of cash inflows and outflows?

Answer ( Please select your correct option )

Balance Sheet
C
Statement of Owner’s Equity
[ ®]
Income Statement
-~
Statement of Cash Flows
8] -
YWade By: Wagar Siddhu
Question No : 2 of 27 Marks: 1 (Budgeted Time 1 Min) (=)

TWhat would be the adjusting entry to record depreciation if the estimated amount of depreciation on equipment for a period is Rs. 2,0007

Answer ( Please select your correct option )

Depreciation expense - Debit; Equipment - Credit
C
Depreciation expense - Debit, Accumulated depreciation - Credit
[ @]
Equipment - Debit; Depreciation expense - Credit
-~
Accumulated depreciation - Debit, Depreciation expense - Credit
o -
Wade By: Wagar Siddhu
Question No : 3 of 27 Marks: 1 (Budgeted Time 1 Min) (=)
Prepaid Expense is a(n) account and has a normal balance. -

Answer ( Please select your correct option )

Revenue, credit
o

Liability, credit

Asset, debit

Expense, debit

Yheade By: Wagar Siddhu




Question No : 4 of 27

Marks: 1 (Budgeted Time 1 Min) (=)

One purpose of closing entries is to give zero balances to which of the following accounts?

Answer ( Please select your correct option )

Asset and liability accounts
C

Liability and capital accounts

Revenue and expense accounts

Expense and capital accounts

Weade By: Wagar Siddhu

Question No : 5 of 27

Marks: 1 (Budgeted Time 1 Min) (=)

TWhich of the following is NOT among the five main kinds of current assets?

Answer ( Please select your correct option )

Cash and equivalents
C

Deferred income

Accounts receivable

Prepaid expenses

Weade By: Wagar Siddhu

Question No : 6 of 27

Marks: 1 (Budgeted Time 1 Min) (=)

If the indirect approach for the statement of cash flows is used, which of the following items should be subtracted from accrual basis net income to derive cash flow from operating activities?

Answer ( Please select your correct option )

Gains on the sale of long-term investments
o

Losses on the sale of long-term investments

Depreciation expense

Amortization expense

Yheade By: Wagar Siddhu




Question No : 7 of 27 Marks: 1 (Budgeted Time 1 Min) (=]

|»

TWhich of the following is CORRECT concerning financial disclosure of ing policies?

Answer ( Please select your correct option )

Disclosures should be limited to principles and methods peculiar to the industry in which the company operates
C
Disclosure of accounting policies is an integral part of the financial statements
[ ®]
The format and location of accounting policy disclosures are fixed by GAAP
-~
Disclosures should duplicate details disclosed elsewhere in the financial statements
8] -
-
YWade By: Wagar Siddhu
Question No : 8 of 27 Marks: 1 (Budgeted Time 1 Min) (=)

TWhich of the following should NOT be called “Sales”?

Answer ( Please select your correct option )

Goods sold for cash
C

Office fixtures sold

Goods sold on credit

Sale of item previously included in ‘Purchases’

Weade By: Wagar Siddhu

Question No : 9 of 27 Marks: 1 (Budgeted Time 1 Min) (=)

An inventory error affects accounting periods.

Answer ( Please select your correct option )

Only current
o

Three

Yheade By: Wagar Siddhu




Question No : 10 of 27

Marks: 1 (Budgeted Time 1 Min) (=]

loss on this transaction?

Equipment costing Rs. 3,000 with accurnulated depreciation of Rs. 2,125 is exchanged for another asset with a fair value of Rs. 625. The exchange has commercial substance. How much is the gain or —

Answer ( Please select your correct option )

A gain of Rs. 250 should be recognized
C

A loss of Rs. 250 should be recognized

A loss of Rs. 500 should be recognized

No gain or loss should be recognized

Weade By: Wagar Siddhu

Question No : 11 of 27

Marks: 1 (Budgeted Time 1 Min) (=]

TWhich of the following is NOT an example of accelerated depreciation method?

Answer ( Please select your correct option )

Straight-line method
C

Sum-of-the-years digit method

Double-declining balance method

Modified Accelerated Cost Recovery System

Weade By: Wagar Siddhu

Question No : 12 of 27

Marks: 1 (Budgeted Time 1 Min) (=)

TWhich of the following statements best describes the nature of depreciation?

Answer ( Please select your correct option )

- Regular reduction of asset value to correspond to the decline in market value as the asset ages
- A process of correlating the book value of an asset with its gradual decline in physical efficiency
5 Allocation of the cost in a manner that will ensure that plant and equipment items are not carried on the balance sheet at amounts in excess of net realizable value
5 Allocation of the cost of a plant asset to the periods in which benefits are received
YWade By: Wagar Siddhy




Question No : 13 of 27

Marks: 1 (Budgeted Time 1 Min) (=)

An advantage of the single-step income over the multi-step form is:

Answer ( Please select your correct option )

Its use in computing ratios
C

Its simplicity

Its comprehensiveness

The amount of information it provides

Weade By: Wagar Siddhu

Question No : 14 of 27

Marks: 1 (Budgeted Time 1 Min) (=)

For purposes of preparing a cash flow statement, which of the following is NOT considered a "cash equivalent"?

Answer ( Please select your correct option )

A money market fund
C

An investment in IBM bonds

Treasury bills

Commercial paper

Weade By: Wagar Siddhu

Question No : 15 of 27

Marks: 1 (Budgeted Time 1 Min) (=)

The income statement of ABL shows other operating expenses of Rs. 30 million; prepaid insurance expense increased by Rs. 4 million; and accrued utilities payable decreased by Rs. 7 million. How —

much did the company pay in other operating expenses?

Answer ( Please select your correct option )

Rs. 41 million
o

Rs. 33 million

Rs. 27 million

Rs. 19 million
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Question No : 16 of 27 Marks: 1 (Budgeted Time 1 Min) (=]

Newell Company debited Prepaid Insurance of Rs. 600 on Tuly 1, 2003 for one-year fire insurance policy. The company adjusts its accounts monthly. If the company failures to make an adjusting entry —
on July 31, 2003 for the amount of insurance expired , it would cause:

Answer ( Please select your correct option )

Assets to be overstated by Rs. 600 and expenses to be understated by Rs. 600
C
Expenses to be overstated by Rs. 50 and assets to be understated by Rs. 50
[ ®]
Assets to be overstated by Rs. 50 and expenses to be understated by Rs. 50
-~
Expenses to be overstated by Rs. 600 and assets to be understated by Rs. 600
8] -
YWade By: Wagar Siddhu
Question No : 17 of 27 Marks: 1 (Budgeted Time 1 Min) (=)

If an asset is impaired, and future cash flows will not allow recovery of the recorded amount, then the firm should reduce the asset in the accounts. In addition to:

Answer ( Please select your correct option )

A loss should be recognized
C
An intangible asset should be recorded
[ @]
The asset should be discarded
-~
Depreciation should cease
s -
Wade By: Wagar Siddhu
Question No : 18 of 27 Marks: 1 (Budgeted Time 1 Min) (=)

The users of a statement of cash flows are mostly interested in:

Answer ( Please select your correct option )

Net cash flow from operating activities
o

Net cash flow from investing activities

Net cash flow from financing activities

Net cash flow from non-cash transactions

Wade By: Wagear Siddhu




Question No : 19 of 27 Marks: 1 (Budgeted Time 1 Min) (=]

TWhich of the following is the basic function of the Trial Balance?

Answer ( Please select your correct option )

To prove the equality of debits and credits
C
To check the balance of all assets
[ ®]
To prepare the balance sheet
-~
To check the validity of accounts
s -
YWade By: Wagar Siddhu
Question No : 20 of 27 Marks: 1 (Budgeted Time 1 Min) (=)

TWhich of the following is NOT true about the net income under accrual accounting?

Answer ( Please select your correct option )

It can be distributed among holders of common stock as a dividend
C
It effects the owners’ equity section of the balance sheet
[ @]
Itis a calculated figure and represents actual cash in hand
~
It is obtained by subtracting expenses from the revenues
o -
Wade By: Wagar Siddhu
Question No : 21 of 27 Marks: 1 (Budgeted Time 1 Min) (=)

TWhat will be the journal entry, if land is sold on credit?

Answer ( Please select your correct option )

Land Afc - Debit, Accounts receivable - Credit
o

Accounts receivable - Debit; Land Afc - Credit

Accounts payable - Debit, Land Afc - Credit

Accounts payable- Credit ; Land Afc - Debit
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Question No : 22 of 27 Marks: 1 (Budgeted Time 1 Min) (=]

The process of recording the economic effects of business transactions in a book of original entry is known as which of the following?

Answer ( Please select your correct option )

Double entry system
C
Accrual basis of accounting
[ ®]
Journalizing
-~
Posting
s -
YWade By: Wagar Siddhu
Question No : 23 of 27 Marks: 3 (Budgeted Time 6 Min) (=)

How do you record prepaid insurance? Write down the adjusting entry when the insurance expires.

Answer ( Please click here to Add Answer )
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