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What is the primary purpose of accounting?

To increase company profits
To record, summarize, and report financial transactions
To calculate taxes owed
To manage employee payroll

Which of the following are components of the balance sheet?

Assets
Liabilities
Revenue
Equity

Which financial statement provides insights into a company's operating, investing, and financing
activities?

Balance Sheet
Income Statement
Cash Flow Statement
Statement of Retained Earnings

Which principles are part of the key accounting concepts?

Materiality
Consistency
Conservatism
Inflation

What does the accounting equation represent?

The relationship between revenue and expenses
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The balance between assets, liabilities, and equity
The method of recording transactions
The process of preparing financial statements

Which of the following are considered current assets?

Cash
Accounts Receivable
Equipment
Inventory

Which of the following is a non-current liability?

Accounts Payable
Long-term Debt
Inventory
Cash

Which activities are included in the cash flow statement?

Operating Activities
Investments Activities
Financing Activities
Marketing Activities

Which statement best describes the purpose of the income statement?

To show the financial position of a company at a specific point in time
To report a company's revenues and expenses over a period
To detail the cash inflows and outflows
To summarize changes in equity

Which accounts are affected by the double-entry bookkeeping system?

Assets
Liabilities
Equity
Expenses

What is the effect of recognizing revenue under the accrual basis of accounting?
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Revenue is recorded when cash is received
Revenue is recorded when it is earned, regardless of cash receipt
Revenue is recorded when expenses are paid
Revenue is recorded at the end of the fiscal year

Which of the following are considered financial statements?

Balance Sheet
Income Statement
Cash Flow Statement
Budget Report

What is the primary goal of the conservatism principle in accounting?

To maximize profits
To ensure expenses and liabilities are recognized sooner rather than later
To maintain consistency in financial reporting
To adjust for inflation

Which of the following are examples of equity accounts?

Common Stock
Retained Earnings
Dividends
Bonds Payable

Which principle requires that expenses be matched with revenues in the period in which they are
incurred?

Materiality
Consistency
Matching Principle
Conservatism

Explain the difference between accrual basis accounting and cash basis accounting. Provide
examples of how each method might affect the reporting of a company's financial transactions.
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Discuss the importance of the matching principle in accounting. How does it affect the way
expenses are reported in relation to revenues?

Describe the double-entry bookkeeping system. Why is it important in accounting, and how does it
ensure accuracy in financial records?

Evaluate the role of financial statements in decision-making for investors and creditors. How do
these statements provide value?
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How do the principles of materiality and conservatism influence financial reporting? Provide
examples to illustrate your points.

Analyze how consistency in accounting methods benefits a company. What potential issues might
arise if consistency is not maintained?

Discuss the significance of the revenue recognition principle. How does it impact the timing of
revenue reporting and the overall financial health of a company?

Reflect on the challenges of applying the materiality concept in accounting. How might this concept
vary between different companies or industries?
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