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1.
True or False.  A reasonable amount can only be withdrawn from retainers held in a trust account when funds are needed to cover firm operating expenses.


ANSWER:
False.




BMLA §5.7; AMLA, §5.14

2.
When you include the words “without recourse” on the back of a check you endorse before you deposit it, you have provided a _________.


a.
blank endorsement


b.
qualified endorsement


c.
restrictive endorsement


d.
specific/full endorsement


ANSWER:
b.




BMLA §5.8(4); AMLA §5.15(4)

3.
If you record revenue when it is earned and expenses when they are incurred, you are using what basis of accounting?


ANSWER:
accrual basis




BMLA §5.2.2; AMLA §5.2.2

4.
The correct accounting equation is __________.


a.
assets = liabilities + owner’s equity


b.
assets = owner’s equity – liabilities


c.
owner’s equity = assets + liabilities


ANSWER:
a.




BMLA §5.3.1; AMLA §5.3

5.
A person applying for a social security number would complete federal form __________.

a.
SS-4


b.
SS-5


c.
W-4


d.
W-5


ANSWER:
b.




BMLA §5.9.4; AMLA §5.17.4
6.
A balance sheet is dated __________.


a.
as of a specified date


b.
as of the first day of the fiscal period that just ended


c.
the date of its preparation


d.
the first business day of the month


ANSWER:
a.




BMLA §5.4.9; AMLA §5.6.2
7.
In a double-entry booking system, the first place in which one would enter a transaction is a(n) __________.


a.
accounts receivable ledger


b.
checkbook


c.
general ledger


d.
journal


ANSWER:
d.




BMLA §5.2.3
8.
The final analysis of the status of assets, liabilities and owner’s equity is shown on a __________.


a.
balance sheet


b.
income statement


c.
profit and loss statement


d.
trial balance


ANSWER:
a.




BMLA §5.4.9; AMLA §5.6.2
.
The Folio or Post Ref. column of a journal is used to indicate a/the __________.

a.
check mark to show that the entry has been posted to a ledger

b.
ledger account number

c.
the date an entry is posted to a ledger


ANSWER:
b.




BMLA §5.4; AMLA § 5.5.2
.
If a liability account increases, you should post it as a __________.


a.
credit on the left side 


b.
credit on the right side


c.
debit on the left side


d.
debit on the right side


ANSWER:
b.




BMLA §5.3.3; AMLA §5.3.1

	ASSET ACCOUNTS

	Debit
	Credit

	Increases
	Decreases


	LIABILITY ACCOUNTS

	Debit
	Credit

	Decreases
	Increases


	EQUITY ACCOUNTS

	Debit
	Credit

	Decreases
	Increases


	INCOME/REVENUE ACCOUNTS

	Debit
	Credit

	Decreases
	Increases


	EXPENSE ACCOUNTS

	Debit
	Credit

	Increases
	Decreases


.
At the end of a fiscal year, you would close all __________.


a.
accounts


b.
asset, liability and owner’s equity accounts


c.
owner’s equity drawing accounts


d.
revenue, expense and drawing accounts


ANSWER:
d.




BMLA§5.4.11; AMLA §5.11-5.11.3
.
When is the only time a firm can deposit its own funds into a client’s trust account?

ANSWER:
Only when the funds are necessary to cover trust account bank charges.  However, the deposit can only be in an amount reasonable enough to cover those charges.


BMLA §5.7; AMLA §5.14

1.
When a bank issues written legal tender representing its own funds on deposit at a bank in another city, it issues a __________.


a.
bank draft


b.
cashier’s check


c.
certified check


d.
money order


ANSWER:
a.




BMLA §5.8.3; AMLA §5.15.3

1.
A note in the amount of $9,575 dated January 24, 2009 is payable on April 23, 2009.  It bears interest at the rate of 8.25% per annum.  If the note is paid in full on April 23, 2009, the correct amount owed would be __________.


a.
$9,765.08

b.
$9,767.24

c.
$9,769.40


d.
$10,364.85


ANSWER:
b.




BMLA §5.10; AMLA §5.16.3

Formula:  principal x rate x time

If you chose a., you did not include April 23 in your calculation.  The ending date of the note should be included in the computation.

 

If your answer choice was c., you included January 24 in your calculation.  The date of the note should not be included in the computation.

If you chose d., you included interest for an entire year.

Calculation of days:
January 24 to 31

  8




Minus date of note

-1




February 


28




March



31




April



23




Total



89 days

Interest per day:


$9,575 x 8.25% =

$789.94 

(principal x rate gives annual amount of interest)


Divide $789.94 by 365 days =
$2.16 per day 
(since principal x rate = annual interest, you need to divided annual interest by 365 days to determine daily rate of interest)


$2.16 x 89 days =

$192.24

(rate x time)


$9,575 + $192.24 =

$9,767.24

(principal x rate x time = amount due)

.
A trial balance lists __________.


a.
all accounts


b.
assets, income and expenses only

c.
assets, liabilities and owner’s equity only


d.
liabilities, income and expenses only


ANSWER:
a.




BMLA §5.4.5; AMLA §5.5.8

1.
In a cash journal, an income account would be __________.


a.
credited only


b.
debited only


c.
debited or credited


ANSWER:
a.




BMLA §5.3.1; AMLA §5.4.6
.
Your petty cash fund had an opening balance of $150.  Of that, $75 was withdrawn.  To replenish the account you would __________.


a.
credit cash - $75; debit accounts payable - $75


b.
credit cash - $75; debit expenses - $75


c.
credit cash - $150; debit expenses $150


d.
credit cash - $225; debit expenses $225


ANSWER:
b.




BMLA §5.5; AMLA §5.12.1
.
What are the methods by which depreciation may be calculated?


ANSWER:
declining-balance method and straight-line methods




AMLA §5.9.1-5.9.3
.
If your checking account does not reconcile with the bank statement, a transposition error may be detected if your divide the difference between the statement balance and your check register balance by __________.


a.
2


b.
3


c.
7


d.
9


ANSWER:
d.




BMLA §5.8.5; AMLA §5.16
.
What accounts would you debit and credit, and how much to each, if you make a loan payment of $1,000 of which $275 is interest?


ANSWER:
You would—


Debit Interest Expense





275


Debit Loans Payable






725


Credit Cash








1,000



BMLA §5.3.5
.
An employee earns $1,000 a week before withholding taxes of $250, social security tax of $50, and Medicare tax of $25.  The correct journal entry(ies) would be ___________.


a.
credit cash- $1,000



debit salary expense - $1,000


b.
debit cash - $1,000



credit social security taxes payable - 50.00



credit Medicare taxes payable
 - $25.00



credit withholding taxes payable - $250.00



credit salary expense - $700.00


c.
debit salary expense - $1,000.00



credit cash - $700



credit social security taxes payable - $50



credit Medicare taxes payable - $25



credit withholding taxes payable - $250


d.
debit salary expense - $1,000



credit cash - $700



credit taxes payable $300


ANSWER:
c.




BMLA §5.9.6; AMLA §5.17.7
22.
What is the difference between a journal and a ledger?


ANSWER:
BMLA §§5.2.3-5.2.4

A journal is the “book of original entry.”  It contains a chronological record of all transactions.  Each transaction shown will have an effect on at least two individual accounts—at least one debit and one credit.  Ledgers are used for each individual transaction and account:  assets, liabilities, owner’s equity, expenses, and revenue.  Ledgers always indicate the balance in each account at any point in time.

23.
What are at least five sources of information that could be used to record a transaction?


ANSWER:
BMLA §5.3.2

Check stubs, copies of checks, invoices, cash register receipts, bank statements, time sheets, vendor bills, a firm’s invoices to clients, invoices marked “paid,” court filing receipts, expert invoices, sources of interest income

Also, ATM receipts and printouts for items ordered online (such as Amazon.com, barnesandnoble.com, West, etc.)
Any other proof of money spent, owed, or due to be received and income received. 
24.
You receive your bank statement with a closing date of April 15, 2009.  Your checkbook shows a balance of $3,526.20.  You made an ATM withdrawal of $400.00 when you were leaving work at 5 p.m. on 4/15.  You have outstanding checks of $587.48.  Your account earned $0.05 interest for the period of 3/16 to 4/15.  There was a charge of $2.95 for your ATM withdrawal on 4/15.  There are bank charges of $13.29.  Your bank statement shows an ending balance of $3,083.69.  Your paycheck was automatically deposited on 4/16.  It was in the net amount of $1,336.89.  According to your bank statement, one of your automatic bill payments was for your electric bill in the amount of $82.81 that is not reflected in your checkbook.  After all adjustments, your true bank balance will be:


a.
$2,093.36


b.
$3,430.15


c.
$3,443.39


d.
$3,833.10


ANSWER:
b




BMLA §5.8.5; AMLA §5.16

Ending Bank Balance:



$3,083.69

PLUS:  4/16 Automatic Payroll Deposit:

$1,336.89







$4,420.58

MINUS:  Outstanding Checks


$   587.48







$3,833.10

MINUS:  4/15 p.m. ATM Withdrawal:

$   402.95

“TRUE” BALANCE:


$3,430.15


Ending Checkbook Balance:




$3,526.20


MINUS:  Auto Payment to Electric Company (not



     Previously deducted from checkbook):


$     82.81










$3,443.39

PLUS:  Interest Earned for Period:



$         .05










$3,443.44

MINUS:  Bank Charges:





$     13.29



“TRUE” BALANCE:



$3,430.15
If you chose a, you forgot to add the 4/16 automatic deposit to your bank statement balance.

If you chose c, you did not deduct the automatic payment of your electric bill from your checkbook.  

If you chose d, you did not deduct the $402.95 ATM withdrawal the late afternoon ATM withdrawal you made on 4/16 from your bank statement.

If you came up with any other answer, you may have:  transposed numbers, neglected to deduct outstanding checks from your bank statement balance, may have neglected to deduct the bank charges from your checkbook, or may have neglected to add the interest to your checkbook. 
