Principles of Accounting I

Chapter 1.

Uses of Accounting Information and the Financial Statements

Exam Review

Please be aware that this review is intended to enforce you knowledge and understanding of the subject matter. The items that are included in this review will not be directly on the test. However similar concepts will be on the test. There will be different forms of testing materials. There will be journal entries, there will be multiple choices, and there will be matching items.

1. In the columns below, indicate whether each transaction caused an increase (+), a decrease (-), or no change (NC) in assets, liabilities, and owner’s equity.
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2. In the columns below, indicate whether each transaction caused an increase (+), a decrease (-), or no change (NC) in assets, liabilities, and owner’s equity.
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3. At the beginning of the year, Esteban Company’s assets were $150,000 and its owner’s equity was $100,000. During the year, assets decreased $30,000 and liabilities increased $15,000. What was the owner’s equity at the end of the year?

4. At the beginning of the year, Tarani Company’s assets were $270,000 and its owner’s equity was $200,000. During the year, assets decreased $35,000 and liabilities increased $10,000. What was the owner’s equity at the end of the year?

5. Which four types of transactions affect the owner’s Capital account, and how do they affect it?
6. Indicate by letter whether each item below would appear on the income statement (IS), balance sheet (BS), or statement of owner’s equity (OE).

_____ a. Owner’s Capital                _____ f. Accounts Payable   

_____ b. Owner’s Withdrawals       _____ g. Utilities Expense  

_____ c. Wages Expense                 _____ h. Net Income         

_____ d. Commissions Earned        _____ i. Accounts Receivable

_____ e. Buildings                           _____ j. Notes Payable      

7. Indicate by letter whether each item below would appear on the income statement (IS), balance sheet (BS), or statement of owner’s equity (OE).

_____ a. Supplies                             _____ f. Beginning capital balance   

_____ b. Utilities Expense               _____ g. Loans Payable      

_____ c. Net loss                              _____ h. Commissions Earned 

_____ d. Owner’s Withdrawals       _____  i. Rent Expense       

_____ e. Trademarks                        _____ j. Land        

8. The Brunk Company had a balance of $26,000 in Sidney Brunk, Capital on December 31, 20x1. During 20x2, the company had a net income of $11,200 and the owner withdrew $10,500, while making no additional investments.  Prepare the company’s statement of owner’s equity for the year ended December 31, 20x2.

9. Use the following accounts and information to prepare, in good form, an income statement, statement of owner’s equity, and balance sheet for Kovac Enterprises for the year ended December 31, 20xx.
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Chapter 1.

Uses of Accounting Information and the Financial Statements

ANSWERES
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3.

 $55,000[($150,000 - $30,000) - ($50,000 + $15,000)]

4.

 $155,000 ($270,000 - $35,000) - ($70,000 + $10,000)

5. Revenues and investments by owner increase the owner’s Capital account, whereas expenses and owner withdrawals decrease it.

6.

 a. BS, OE    f. BS

b. OE           g. IS

c. IS             h. IS, OE

d. IS             i. BS

e. BS            j. BS

7.

 a. BS           f. OE

b. IS            g. BS

c. IS, OE     h. IS

d. OE          i. IS

e. BS           j. BS
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