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Quiz #2
Circle the right answer for the following questions: (4 points each)
1.
When a company purchases equipment by paying cash for part of the cost and signing a note payable for the balance, the net effect will be:

a.
A decrease in assets

b.
A decrease in liabilities

c.
An increase in assets
d.
Both b and c

Equipment





Cash





Note payable
2.
Assuming no other changes except a decrease in assets of $50,000, increase in liabilities of $10,000, and expenses of $60,000, by how much did owners' equity increase or decrease and what were revenues for the period?

a.
Owners' equity increased $60,000; revenues were $120,000

b.
Owners' equity decreased $60,000; revenues were $0

c.
Owners' equity increased $40,000; revenues were $100,000

d.
Owners' equity decreased $40,000; revenues were $100,000
 Decrease 50,000 = increase 10,000 + decrease 60,000

This means no revenues and net loss of 60,000
3.
During June, Firststar Company completed the following transactions:

•
Purchased $1,500 of supplies for cash.  increase supplies 1,500 decrease cash 1,500
•
Borrowed $15,000 (ignore interest). Increase cash 15,000 increase liabilities 15,000
•
Paid $6,600 of accounts payable.  Decrease cash 6,600 decrease accounts payable 6,600
As a result of these 3 transactions, Firststar’s assets would:

a.
Increase by $24,000   
b.
Increase by $22,800

c.
Increase by $8,400   (15,000 – 6,600)
d.
Increase by $7,200

4.
Ryder company had the following transactions during December:

•
Paid a note of $17,000 owed since March plus $425 for interest.  Liabilities decrease 17,000; equity via expenses decreases 425
•
Sold $36,525 of merchandise to customers on account. Cost of goods sold was $21,250.

Equity via revenues increases 36,525; equity via expenses decreases 21,250

•
Paid accounts payable of $2,050. liabilities decrease 2,050
As a result of these transactions, at year-end, liabilities and owners' equity would show a total:

a.
Decrease of $4,200   (-17,000-425 + 36,525 – 21,250 – 2,050)
b.
Decrease of $4,575
c.
Decrease of $4,800

d.
Increase of $13,425

5.
During September, VANBrach Corporation completed the following transactions:

•
Purchased inventory for $18,000 on credit.

•
Issued additional capital stock for $10,000.

•
Purchased equipment for $7,950 cash.

As a result of these 3 transactions, VANBrach’s  total assets would:

a.
Increase by $10,050
b.
Increase by $17,950
c.
Increase by $20,050
d.
Increase by $28,000  (18,000 + 10,000 – 7,950 +7,950)
6.
During 2003, OnlineMusic Corporation had cash and credit sales of $21,760 and $15,225, respectively. The company also collected accounts receivable of $9,765 and incurred operating expenses of $27,700, 80 percent of which were paid during the year. In addition, OnlineMusic paid $4,500 for an 18-month advertising campaign that began on October 1. OnlineMusic’s accrual-basis net income (loss) for 2003 was:

a.
$(775)
b.
$8,535     21,760 +15,225-27,700-750 (4500/18 * 3)
c.
$9,285

d.
14,075

7.
Which of the following will occur if an adjusting entry to record an earned but unrecorded revenue is not made?

a.
Both revenues and assets will be overstated
b.
Both revenues and assets will be understated
c.
Revenues will be understated, but assets will be overstated

d.
Assets will be understated, but revenues will be overstated
8.
An adjusting entry to record an unrecorded expense not paid for usually includes a credit to:

a.
An asset account

b.
An expense account

c.
A liability account
d.
A revenue account
9.
On May 1, Glamour Company paid $4,800 for two years rent and recorded the entire amount as a debit to prepaid rent and credit to cash. The adjusting entry on December 31 of that year would include a:

a.
Credit to Rent Expense of $1,600

b.
Credit to Prepaid Rent of $2,400

c.
Debit to Rent Expense of $2,400

d.
Debit to Rent Expense of $1,600

Prepaid rent 4,800


Rent expense 1,600




Cash 4,800



prepaid rent 1,600
10.
On June 1, 2003, Glitzy Advertising Corporation received $1,800 as advance payment for 12 months' advertising, beginning June 2003. The receipt was recorded as a credit to Unearned Fees. What adjusting entry is required at December 31, 2003?

a.
Unearned Fees 

1,050



Advertising Revenue 


1,050

b.
Advertising Revenue 

1,050



Unearned Fees 


1,050

c.
Cash 

750



Advertising Revenue 


750

d.
Unearned Fees 

750



Advertising Revenue 


750



Cash 1,800



Unearned fees
1,050




Unearned fees 1,800



Advertising revenue 1,050
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