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	Question 
	Answer

	1
	What is a liability account?


	A liability account is a general ledger account in which a company records its debt, obligations, customer deposits and customer prepayments, certain deferred income taxes, etc.

	2
	What is net income?
	A net income is that remains from the revenues after all the expenses have been deducted.

	3
	What is long term asset?
	A long term asset is an asset that will not be converted into cash or consumed within one year or one accounting cycle which one is higher.

	4
	What are the balance sheet accounts?
	All assets and liabilities accounts are the balance sheet accounts- like machineries and accounts payables.

	5
	What are the income statement accounts?
	All revenues and expenses accounts are the income statement accounts- like revenues and expenses accounts.

	6
	What are assets?
	Assets are the resources owned and controlled by an organization  that will provide future economic  benefits.

	7
	
	

	8
	What are gross profits?
	Gross profits are that remains from the sales revenues after deducting costs of goods sold. Gross profit is Sales revenues minus costs of goods sold.

	9
	What is an accounting period?
	An accounting period is duration of time for which financial performance of the company is measured or financial statements are prepared.  Such as such as the 12 months of January 1 through December 31, or the month of June, or the three months of July 1 through September 30

	10
	What is the income statement?
	An income statement is a financial statement that that measures the financial performance of the organizations periodically. The bottom line of the income statement is net income or net loss. 

	11
	How do the responsibilities of a book keeper differ from those of an accountant?


	A book keeper simply records the transactions of the organization in the record book. On the otherhand the responsibility of the accountant includes much more. The accountant records the transactions, prepares the financial statements and interpret on those for taking decisions. 

	12
	What are sales?
	In accounting, sales refers to the revenues earned when a company sells its goods, products, merchandise, etc.

	13
	What is a fiscal year?
	A fiscal year is a duration of 365 days. In otherword fiscal years are the accounting years. Fiscal year can start at any date and ends after 365 days of the starting point.

	14 
	What are the required financial statements?
	Companies generally require to prepare four financial statements: Income statement, Statement of owner’s equity, Statement of Financial position/Balance sheet and Statement of Cash flows. Besides these four companies can prepare other financial statements if wish like- Cost statement, Revenue Statement etc. 

	15
	What is a non-current asset?
	Non-current assets are the assets that will not be consumed or converted into cash with in one year or one accounting period. Building, Furniture etc.

	16
	How are the balance sheet and income statement connected?
	The balance sheet reports a company's assets, liabilities, and owner's equity as of the last instant of an accounting year. Generally, the amount of the owner's equity will have changed from the previous balance sheet amount due to
the company's net income
the owner's additional investments in the business

the owner's withdrawals of business assets

If the owner did not invest or withdraw, the change in owner's equity is likely to be the amount of net income earned by the business. The revenues, expenses, gains, and losses that make up the net income are reported on the company's income statement

	17
	Which financial statement tells the value of the business?
	Statement of financial position

	18
	What are the typical items that are reported as currents liabilities?
	Current liabilities are Accounts payables, Note Payables, Interest payable , any accrued expenses etc.

	19
	What is an expense?
	Expenses are the expired portion of the costs.

	20
	What are revenues?
	In accounting Revenues are the amounts that a business earns from selling goods or providing services to its customers

	21
	What does cost principle mean for a company’s income statement? 
	If a company has building and equipment the cost principle will mean that the amount of depreciation expense and the cost of goods sold expense will be based on the cost when the assets were acquired. 

	22
	What does double entry mean?
	Double entry means every transaction will involve at least two accounts. It also says in double entry for each transaction two accounts are affected- one debit and one credit.

	23
	What are adjusting entries?
	Adjusting entries are the journal entries that ensure that revenue recognition and matching principles have been followed. Generally adjusting entries are made at the end of the accounting period.

	24
	What is creditor?
	A creditor may be a bank, supplier or person that provides credit to a company. In other words, a company owes money to its creditors

	25
	What is inventory?
	Normally inventories are the goods. In a trading company there is only one type of inventory that is finished goods. But in manufacturing companies there are three types of inventories- Finished goods, Work in process and raw materials.

	26
	What are the ways to value inventory?
	Ways to value inventory are LIFI, FIFO and Average methods.

	27
	What is the statement of financial position?
	Statement of financial position is the new name of balance sheet. It shows the financial health of the organization at a point of time.

	28
	What is carriage outward?
	Carriage outwards are the sellers cost of delivering goods to the buyers. These are the transportation out.

	29
	What are prepaid expenses?
	Prepaid expenses are the prepayments for the expenses before occurring the expenses. Example- Prepaid salaries, Prepaid insurance

	30
	What is the full disclosure principle?
	Full disclosure principle is the accounting principle according to which the organizations should disclose all the relevant and important information that may influence the business decision in the financial statements.

	31
	What is periodicity in accounting?
	This is an accounting assumption which dictates the whole life of the business organization is divided into small parts.

	32
	What is cost principle?
	This is the accounting principle that says that assets should be reported at historical cost/purchase price/acquisition price.

	33
	What are temporary accounts?
	The income statement accounts are the temporary accounts. Revenues and expenses accounts are the temporary accounts.

	34
	What is the difference between liability and debt?
	Sometimes liability and debt mean the same thing. Debt includes all the liabilities. But at other times, the word debt is used more narrowly to mean only the formal, written financing agreements such as short-term loans payable, long-term loans payable, and bonds payable

	35
	What is the difference between interest expense and interest payable?
	Interest expense is an expense and interest payable is liability. Interest expense means the interest expense that had incurred, it maybe paid or not. But interest payable means only that interest expense that had incurred but not paid yet.

	36
	Which financial statement shows the company’s worth?
	Not one of the financial statements will show a corporation's worth. The balance sheet, income statement, statement of cash flows, and stockholders' equity statement merely provide information to assist financial experts in forming an opinion of a corporation's worth.

	37
	How can a company have a profit but not have cash?
	If a company makes all the sales on credit and none has been collected yet then a company may have profit but not have cash. [ accrual basis accounting concept]

	38
	What is a lump-sum payment?
	A lump sum payment is often associated with a single amount paid to acquire a group of items. For instance, a corporation might pay $50,000 for the inventory and equipment of a small manufacturer that is going out of business. The transaction did not specify any further details. The $50,000 is a lump sum payment.

	39
	What causes a company’s market value to be grater then the book value? 


	Cost principle.

	40
	What is burn rate?
	In business, burn rate is usually the monthly amount of cash spent in the early years of a start-up business.

	41
	What is the consolidated statement of operations?
	Consolidated statement of operations is the heading appearing on the financial statement also referred to as the income statement. In US most companies use this term.

	42
	What is the difference between rent receivable and rent revenue?
	Rent receivables are the assets that incurred because of providing house to tenant on account. The tenants used the house but have not paid the rent yet. On the other hand rent revenues are the revenues it maybe receive d in cash or maybe received later.

	43
	Where does the purchase of equipment show up on a profit and loss statement?
	The purchase of equipment that will be used in a business is not reported on the profit and loss statement. However, the depreciation of the equipment will be reported as depreciation expense on the profit and loss statements during the years that the equipment is used.

	44
	What is a sole propriety? 
	It is the form of business owned and controlled by only one person.

	45
	What is owner’s equity?
	Owner's equity is one of the three main components of a sole proprietorship's balance sheet and accounting equation. Owner's equity represents the owner's investment in the business minus the owner's draws or withdrawals from the business plus the net income (or minus the net loss) since the business began.

	46
	What is the purpose of statement of cash flows?
	The purpose of the cash flow statement or statement of cash flows is to provide information about a company's gross receipts and gross payments for a specified period of time

	47
	What are included in cash and equivalents?
	The term cash and cash equivalents includes: currency, coins, checks received but not yet deposited, checking accounts, petty cash, savings accounts, money market accounts, and short-term, highly liquid investments with a maturity of three months or less at the time of purchase.

	48
	What is debt? Is it possible for owner’s equity to be a negative amount?
	Debts normally mean liabilities. Yes owner’s equity can be a negative amount.

	49
	What is the difference between gross profit and net profit?
	Gross profit is that remains from sales revenues after deducting cost of goods sold. On the otherhand net profit is the difference between sales revenues and summation of all the expenses.

	50
	Is there any difference between expense and expenditure? 
	Yes. Expense is a cost that has expired, used up or was necessary for generating revenues. These are reported in the income statement. On the other hand expenditure are the payment or disbursement. It may be made for the purchase of assets, a reduction of a liability etc.

	51
	How do you record the interest that is unpaid on note payable?


	Interest expense debit, Interest payable  credit.

	52
	What is a credit?
	In accounting a credit refers the right side of an account. 

	53
	What does a balance sheet tell us?
	A balance sheet tells us about the financial health of the organization. It shows total assets and liabilities.

	54
	At what point revenues should be considered earned?
	Revenues should be recognized and recorded as revenues when it is earned no matter whether cash has been paid or not.

	55
	Can a fully depreciated asset be revalued?
	No

	56
	What is the difference between financial accounting and management accounting?
	F/A summarizes the past performance and prepares the financial statements by following accounting rules and regulations. F/A reports to the share holders. M/A reports to the internal management. It deals with the present activities.

	57
	What is a natural business year?
	A natural business year is the period of 12 consecutive months (or 52-53 consecutive weeks) ending at a low point of an organization's activities.

	58
	What are the elements of financial statements?
	Assets, liabilities, Owner’s equity, revenues, gains, loss, expense etc.

	59
	Is it possible to have a balance sheet for a single day?
	Yes possible.

	60
	What is GAAP?
	Generally Accepted Accounting Principles. There are four principles. Cost principle, revenue recognition principle, matching principle and full disclosure principle.

	61
	When cost should be expensed and when costs should be capitalized?
	Costs should be expensed when they are used up or have expired and when they have no future economic value which can be measured. Costs should be capitalized or recorded as assets when the costs have not expired and they have future economic value.

	62
	What is the difference between an invoice and a statement?
	An invoice from a supplier shows the items purchased, the cost per unit, the total cost or extension of each item, and the total of all the items listed on the invoice. On the otherhand A statement from a supplier lists all of the amounts owed on past invoices as of a specified date.

	63
	What is the meaning of systematic and rational allocation?
	Systematic and rational allocation is often cited in the definition of depreciation. In that context it means that the annual depreciation expense should be based on a formula that is logical to all unbiased accountants.

	64
	What is a stock?
	In accounting there are two common uses of the term stock. One meaning of stock refers to the goods on hand which is to be sold to customers. In that situation, stock means inventory. Another meaning of stock is share.

	65
	What is an account?
	An account is the individual recording of the increase or decrease of an accounting item like assets, liabilities or owner’s equity.

	66
	What is separation of duties?
	The separation of duties is a step to improve the internal control of an organization's assets. It can be termed as decentralization of power.

	67
	What is difference between stock and bond?
	Stocks, or shares of stock, represent an ownership interest in a corporation. Bonds are the long term debts.

	68
	How does an expense affect the balance sheet?
	An expense will decrease the amount of assets or increase the amount of liabilities, and will reduce the amount of owner's or stockholders' equity.

	69
	Are fixed assets the same as plant assets? 
	Yes. Both are reported under Property, plant and equipment.

	70
	Are estimates allowed in book keeping?
	Yes, sometimes allowed.[ While bookkeeping involves mostly precise amounts from sales and purchase invoices, cash receipts and checks written, etc. there are situations when estimates need to be entered. This is especially true when monthly financial statements are prepared under the accrual method of accounting. For instance, the monthly bookkeeping entries for depreciation, property taxes, utilities, fringe benefits and more will need to be estimates.]

	71
	Why are sales a credit?
	Because it increases the owner’s equity.

	72
	What is a general ledger account?
	A general ledger account is an account or record used to sort and store balance sheet and income statement transactions. 

	73
	What is budgeting?
	The process of preparing the budget is called budgeting.

	74
	What are inventoriable costs?
	Product costs are the inventoriable costs since product costs are initially assigned to inventories.

	75
	Does the accrual basis apply to the purchase of equipment?
	Yes, maybe applied.

	76
	What is the statement of activities?
	It is a financial statement prepared by the non profit organizations. It is issued instead of income statement.

	77
	What is the difference between cash basis and accrual basis accounting?
	In the cash basis only cash transactions are recorded but in accrual basis both cash and non cash transactions are recorded.

	78
	What is the difference between implicit costs and explicit costs?
	An implicit cost is a cost that has occurred but it is not initially shown or reported as a separate cost. On the other hand, an explicit cost is one that has occurred and is clearly reported as a separate cost.

	79
	What is a financial statement?
	Financial statements are the statements that shows the financial performance and financial position of the organizations.

	80
	What is the difference between information and data?
	Data are the raw fact that are not meaningful to the users. Information are the arranged data that make sense.

	81
	What is a contra asset account?
	A contra asset account is an asset account where the balance will be either a credit balance or a zero balance. (A debit balance in a contra asset account will violate the cost principle.) Since a credit balance in an asset account is contrary to the normal or expected debit balance the account is referred to as a contra asset account. Example- Accumulated Depreciation.

	82
	Where are accruals reflected in the balance sheet?
	Accrued expenses are reported in the current liabilities and accrued revenues are reported in the current assets.

	83
	How are the period costs reported in the financial statements?
	Period costs like selling and administrative costs are reported in the income statement.

	84
	What is petty cash?
	Petty cash is a small amount of cash on hand that is used for paying small amounts owed, rather than writing a check. Petty cash is also referred to as a petty cash fund.

	85
	What is the difference between fixed assets and non current assets?
	

	86
	What is ERP?
	enterprise resource planning

	87
	What is the cost of sales?
	It is the costs of the goods that have been sold. This is alternative of costs of goods sold.

	88
	What is the advantage of using historical cost?
	Historical costs are verifiable 

	89
	What are accrued incomes?
	Income that have already earned but not received in cash yet.

	90
	What is the difference between cost and price?
	Costs include only the costs of goods but price includes costs plus profit.

	91
	What is the entry when a contract is signed?
	Signing a contract will not require a journal entry unless cash, a promissory note, or another asset is exchanged at the time. Signing a contract causes a commitment but does not necessarily create a liability or asset at the time of signing.

	92
	What is interest expense?
	Interest expense is the cost of debt that has occurred during a specified period of time.

	93
	What is the difference between debit balance and credit balance?
	A debit balance is the ending amount found on the left side of a general ledger account and a credit balance is the ending amount found in the right side of a general ledger account.

	94
	What are accruals?
	Accruals are the adjustments for accrued revenues and accrued expenses.

	95
	How do I       record loan payments that contain both interest and principle?
	Interest expense debit, loan payable debit and cash credit.

	96
	What is turnover?
	Turn over means sales.

	97
	What is net sales?
	Net sales are Sales minus sales return & allowance and sales discount.

	98
	Why does a profit appears as a credit in the balance sheet?
	Because profits goes to the owner.

	99
	Why is the accuracy of the inventory valuation so important?
	Having an accurate valuation of inventory is important because the reported amount of inventory will affect 1) the cost of goods sold, gross profit, and net income on the income statement, and 2) the amount of current assets, working capital, total assets, and stockholders' or owner's equity reported on the balance sheet.

	100
	What is the accounting entry when an order is received?
	When an order is received no accounting entry is required because that is not transaction.

	101
	What is the difference between net cash flow and net income?
	Under accrual basis accounting net income is calculated deducting expenses from the revenues earned consisting both cash and non cash. But net cash flow is just the difference between cash inflows and out flows.

	102
	How do you record money from an insurance claim involving property?
	The costs incurred will be debited to Loss from Property Damage. The amount received from your insurance claim would be credited to the same account.

	103
	Are liabilities always a bad thing?
	No

	104
	Why are asset and expense increased with a debit?
	In each of the transactions the Cash account is credited. Therefore, each transaction will require a debit to another account

	105
	How do you calculate sales tax that is included with the total receipts?
	Here total receipts should be divided by 1+ sales tax rate to find true sales. And amount of tax can be determined by subtracting the true sales from the receipts.

	106
	What is a certificate of deposit?
	This is a time deposit with banks.

	107
	How much of the contribution margin is profit on units sold in excess of the break-even point?


	In excess of breakeven point the entire contribution margin is profit.

	108
	Which accounts are debited in the closing entry?
	To close revenues, revenues are debited and to close expenses Income summary accounts are debited.

	109
	Where can I learn about the accounting terms used in not-for-profit organizations?


	These can be learned in the Financial Accounting Standards Board's Statements of Financial Accounting Standards Nos. 116 and 117.

	110
	What does debit memo mean on a bank statement?
	What does debit memo mean on a bank statement?

	111
	Is the sales tax paid on merchandise that you will resell an expense?


	No. It should be included with inventory.

	112
	How do you record the sales tax on the purchase of an asset?


	It should be recorded as part of the costs of that asset.

	113
	What is the difference between the Cash Flow and Funds Flow statements?


	According to FASB’s requirement cash flows statement has been being prepared since 1988 where net cash flows are found out. Before 1988 fund flow statement were used to be prepared that calculated net working capital. 

	114
	How do you record an asset that was partially financed?


	By a compound entry. For example the machine that was purchased cost tk. 10,000 and only 5,000 was paid in cash. The journal entry will be:
Machine debit 10,000, Cash credit 5,000 and A/payable credit 5,000.

	115
	What is the difference between par and no par value share?
	The par value on common stock has generally been a very small amount per share.

	116
	Are payroll withholding taxes an expense or a liability?


	Payroll taxes withheld from employees' wages and salaries are liabilities of the employer.

	117
	Why is the Cash Flow Statement identified as one of the financial statements?


	It is required as a part of full set of financial statements.

	118
	Why in the P&L account, profit is entered on the credit side of the balance sheet?


	Because it increases the owner’s capital.

	119
	What is the difference between assets and fixed assets?


	Assets are resources owned by a company like –cash, A/Receivable, supplies, Equipment, Building etc. Fixed assets generally refer to the long term assets like building, equipment etc.

	120
	What is the difference between stockholder and shareholder?
	No difference

	121
	What is window dressing?


	Window dressing refers to actions taken or not taken prior to issuing financial statements in order to improve the appearance of the financial statements.

	122
	If a customer pays for the same invoice twice, should the customer be informed?


	Yes

	123
	What is the chart of accounts?


	The chart of accounts is a listing of the general ledger accounts to which amounts can be posted

	124
	What is the difference between paid-in capital and retained earnings?


	Paid-in capital is the amount that the corporation received from stockholders when the corporation issued its stock. Retained earnings is the balance of after tax net income minus dividends. But both are owner’s capital.

	125
	What does the term organic growth mean?


	Organic growth is the internal growth or the growth from its existing businesses—not from the businesses it acquired during the period

	126
	What is the difference between gross profit margin and gross margin?


	No difference. Some people say gross margin and some other say gross profit margin.

	127
	What is meant by reconciling an account?


	It means to prove that an account balance is correct.

	128
	Why does the fixed cost per unit change?


	Because of the change of activity level.

	129
	
	

	130
	What is reported as property, plant and equipment?


	Long term assets like land, building, production plant etc

	131
	In what order are liabilities listed in the chart of accounts?


	Current liabilities will be listed first, but the order within current liabilities will vary from company to company.

	132
	What is the difference between a trial balance and a balance sheet?


	A trial balance is just a list of all accounts with their balances on the other hand balance sheet shows the assets and liabilities at a specific point of time.

	133
	How do I record exterior cement work? Is it an asset or an expense?


	If the cement work was done to repair or maintain existing cement work, then the expenditure should be recorded as an expense. If the cement work is an addition or an improvement, the cost of the cement work is viewed as a new asset

	134
	What is a classified balance sheet?


	 A classified balance sheet a balance sheet that arranges the balance sheet accounts into a format that is useful for the readers.

	135
	What is the journal entry to record a one-year subscription for a magazine?


	Prepaid subscription debit to cash credit.

	136
	Is contributed capital a noncurrent asset or a current asset, and is it a debit or credit?


	The account Contributed Capital is part of equity and it will have a credit balance

	137
	How do you record a check that clears the bank months after it was voided?


	Debit to the appropriate account and credit to cash account.

	138
	What is the difference between reserve and allowance?


	Previously reserve was used instead of allowance.

	139
	What is the entry when a company lends money to an employee?


	Notes receivable debit to cash credit. 

	140
	Why is a product that sells for $50 reported in inventory at its cost of $40?


	Because the sales price include both cost plus profit while inventory includes only cost.

	141
	How do you report a write-down in inventory?


	A write-down in a company's inventory is recorded by reducing the amount reported as inventory.

	142
	Is the sales tax on merchandise purchased for resale included in inventory?


	Yes

	143
	What is the difference between cost and expense?


	Cost is the value of sacrifices to get something. On the otherhand expense is the expired or used part of costs.

	144
	Why is prepaid insurance a short term asset?


	Because the prepaid amount will be used up or will expire within one year or one accounting period..

	145
	How does the purchase of a new machine affect the profit and loss statement?


	A new machine will start affecting the profit and loss account when it will be placed in work only.

	146
	Why does an inventory error affect two periods?


	An inventory error affects two periods because 1) the ending inventory of one period will become the beginning inventory for the following period, and 2) the calculation of the cost of goods sold is beginning inventory + purchases – ending inventory.

	147
	If inventory is understated at the end of the year, what is the effect on net income?


	The net income will also be under stated

	148
	Why is the distinction between product costs and period costs important?


	Product costs are the manufacturing costs and period costs are the non manufacturing costs.

	149
	Why isn't the direct write off method of uncollectible accounts receivable the preferred method?


	 Because if there is some doubt concerning the collectibility of some of the receivables, the assets are potentially overstated and the company's profit is potentially overstated.

	150
	Are earnings different from profits?


	Earnings and profits are often used interchangeably

	151
	Is it acceptable for companies to use two methods of depreciation?


	It is acceptable and common for companies to depreciate its plant assets by using the straight line method on its financial statements, while using an accelerated method on its income tax return

	152
	Is a prepaid expense recorded initially as an expense?


	Generally not but if any company does so adjustment will be required at the end of accounting period.

	153
	What is meant by the term going concern?


	Going concern assumptions of accounting means that business organization will continue for unlimited period of time or at least till the achievement of existing goals.

	154
	Are repairs to office equipment an expense?


	Yes. It is general administrative expense.

	155
	Where should I enter unpaid wages?


	According to accrual basis accounting wages should be recorded when the wages incurred.

	156
	Why is there a difference in the amounts for Bad Debts Expense and Allowance for Doubtful Accounts?


	 Bad Debts Expense is usually an estimated amount based on a company's credit sales during the period or the change in the collectibility of its accounts receivable.

The amount reported in the Allowance for Doubtful Accounts is the estimated amount of the accounts receivable that will not be collected.

	157
	What is the cost of goods sold?


	COGS is the costs of the goods that have been sold out during a specific period.

	158
	Why is depreciation on the income statement different from the depreciation on the balance sheet?


	Depreciation on the income statement is the amount of depreciation expense that is appropriate for the period of time indicated in the heading of the income statement. The depreciation reported on the balance sheet is the accumulated or the cumulative total amount of depreciation that has been reported as expense on the income statement from the time the assets were acquired until the date of the balance sheet.

	159
	How many days after a month ends should the bank reconciliation be done?


	The earlier the better. The bank reconciliation should be done prior to closing the books for the month.

	160
	Is depreciation a source of funds?


	No

	161
	What is the meaning of debtor?


	A debtor is a person or entity that owes money. In other words, the debtor has a debt or legal obligation to pay an amount to another person or entity.

	162
	Does sales commission get reported in the income statement?


	Sales commissions earned by a company would be reported as revenue in the company's income statement. Sales commissions that a company must pay to others are reported as an expense

	163
	What are the effects of depreciation?


	The depreciation of assets such as equipment, buildings, furnishing, trucks, etc. causes a corporation's asset amounts, net income, and stockholders' equity to decrease

	164
	A credit is not a normal balance for what accounts?


	Asset and expense accounts.

	165
	What is the difference between unearned revenue and unrecorded revenue?


	Unearned revenue is the liability and unrecorded revenue is the asset.

	166
	Is there a difference between the accounts Purchases and Inventory?


	The account Purchases is generally associated with the purchase of inventory items under the periodic inventory system. Under the perpetual inventory system, the account Purchases won't exist. Rather, the cost of inventory items purchased will be recorded directly into the account Inventory.

	167
	What is a T-account?


	A T-account is a visual aid used to depict an account in a general ledger. Above the top portion of the T would be the account title. On the left-side of the base of the T would be any debit amounts; on the right-side would be the credit amounts.

	168
	What is the accounting cycle?


	Accounting cycle is the process that starts with identifying the transactions and ends with the preparation of financial statements.

	169
	Should an owner's compensation be recorded as an expense or in the Drawing account?


	Drawing account.

	170
	What is the distinction between debtor and creditor?


	A debtor is a person or enterprise that owes money to another party. And a creditor is a person, bank, or other enterprise that has lent money or extended credit to another party

	171
	How does the accounting equation stay in balance when the monthly rent is paid?


	It decreases both cash and capital 

	172
	What is Big 4 Accounting?


	Big 4 usually refer to the four largest accounting and auditing firms. Those are PricewaterhouseCoopers, Deloitte Touche Tohmatsu, Ernst & Young, and KPMG.

	173
	Will the adjusting entry amounts appear in the balance sheet and income statement?


	Absolutely

	174
	What is the accounting entry to close the sole proprietorship drawing account?


	Owner’s capital debit to Drawing credit

	175
	Should inventories be reported at their cost or at their selling prices?


	At cost price.

	176
	What are accrued expenses and when are they recorded?


	Expenses incurred but not paid yet. These are recorded when incurred.

	177
	What are accrued revenues and when are they recorded?


	Revenues earned but not received in cash yet. Accrued revenues should be recorded when earned.

	178
	How do you estimate the amount of uncollectible accounts receivable?
	One way to estimate the amount of uncollectible accounts receivable is to prepare an aging

	179
	What is the meaning of equity?


	Owner's equity represents the owner's investment in the business minus the owner's draws or withdrawals from the business plus the net income (or minus the net loss) since the business began

	180
	What is the difference between product costs and period costs?


	Manufacturing costs are the product costs on the otherhand nonmanufacturing/Selling & Admin costs are the period costs.

	181
	What is the deferred revenue?


	Deferred revenue is not yet revenue. It is an amount that was received by a company in advance of earning it

	182
	What is LIBOR rate?
	London Inter Banks Offered Rate

	183
	What is Kaizen
	This is a Japanese word. It means continuous improvement. 

	184
	What is a pre determined overhead rate?
	A predetermined overhead rate is often an annual rate for assigning or allocating indirect manufacturing costs to the goods it produces

	185
	If a company earns a profit, which balance sheet items change?


	Owner’s equity increases

	186
	Which accounts get closed at the end of a fiscal year?


	Temporary accounts are closed at the end of each fiscal year

	187
	What are the accounting principles, assumptions, and concepts?


	

	188
	Is the cost of goods sold an expense?


	Yes, it is also an expense

	189
	What is the difference between revenue, income, and gain?


	Revenue is the amount earned from a company's main activities such as selling merchandise or providing services. A gain results from a peripheral activity, such as selling the old delivery truck. Generally, accountants use the word income to mean "net of revenues and expenses


	190
	What is a nominal account in accounting?


	Temporary accounts area the nominal accounts.

	191
	What is the difference between accounts payable and accounts receivable?


	Payables are liabilities and receivables are assets.

	192
	What is the abbreviation for debit and credit?
	Dr and Cr

	193
	What is the purpose of control accounts?


	The purpose of the control account is to keep the general ledger free of details

	194
	What is suspense account?
	A suspense account is an account in the general ledger in which amounts are temporarily recorded.[ The suspense account is used because the proper account could not be determined at the time that the transaction was recorded.
When the proper account is determined, the amount will be moved from the suspense account to the proper account.]

	195
	What is the basic accounting equation?
	Assets = Liabilities + Owner’s Equity.

	196
	What is real account?
	The balance Sheet accounts are the real accounts.

	197
	In the Accounting equation why liabilities are written before owner’s equity? 
	External liabilities should be paid out before the internal liabilities. External liabilities are given priority by writing before owner’s equity.

	198
	What is double entry system?
	The double entry system of accounting means that every business transaction will involve two accounts (or more).

	199
	What is the difference between economic event and noneconomic event?
	Economic events can be expressed in monetary term but noneconomic events can not be expressed in monetary term.

	200
	Who are external users and who are internal users of accounting?
	External users are government, creditors, tax authorities and other outsiders. Internal users are all insiders like managers, accountants.

	201
	What is journal?
	A journal is a record of financial transactions in order by date.

	202
	What is posting?
	The process of transferring the journal entries to ledger is called posting.

	203
	What is chart of accounts?
	The chart of accounts is a listing of the general ledger accounts to which amounts can be posted

	204
	What is a trial balance?
	It is a list of accounts with their balances at a specific time.

	205
	What is useful life of assets?
	The length of service of a long lived asset.

	206
	What is contra asset account?
	An account offset against an asset account on the balance sheet.

	207
	What is depreciation?
	The allocation of costs of an asset to expense over its useful life/

	208
	What are interim periods?
	The monthly or quarterly accounting periods.

	209
	What is intangible asset?
	Non current assets that do not have physical substances.

	210
	What is operating cycle?
	The average time that it takes to go from cash to cash in producing revenues.

	211
	What is a post-closing trial balance?
	A list of permanent accounts and their balances after a company has journalized and posted closing entries.

	212
	What is reversing entry?
	An entry made at the beginning of the next accounting period.

	213
	What is correcting entry?
	Entries to correct errors made in recording transactions.

	214
	What is income summary?
	A temporary account used to close revenues and expenses.

	215
	What is FOB destination?
	Freight term that indicates that sellers will pay the freight costs.

	216
	What is the difference between prime cost and conversion costs?
	Direct labor and direct material costs are jointly called prime costs. Direct labor and MOH are jointly called conversion costs.

	217
	What is a sunk cost?
	A sunk cost is a cost that was incurred in the past and cannot be recovered now and in the fiture.

	218
	What is accelerated depreciation?
	Accelerated depreciation is the allocation of a plant asset's cost in a faster manner than the straight line depreciation.

	219
	What is salvage value?
	Salvage value is an estimated amount that is expected to be received at the end of a plant asset's useful life. 

	220
	What is relevant range?
	In accounting, relevant range refers to a limited span of volume or activity upto which fixed costs remain fixed.

	221
	What is net?
	In accounting, net usually refers to the combination of positive and negative amounts.[ For example, the amount of net sales is the combination of the amount of gross sales (a positive amount) and some negative amounts such as sales returns, sales allowances, and sales discounts. Hence, if gross sales are 990 and sales returns are 10, sales allowances are 5, and sales discounts 20, the net sales are 955 (990 minus 35)]

	222
	What is an incremental cost?
	An incremental cost is the increase in total costs resulting from an increase in production or other activity.

	223
	What is a budget?
	A budget is a financial plan for future activities. Or a budget is the numerical expression of plan.

	224
	What is an extraordinary item?
	An extraordinary item can be a gain or a loss, but it must have all of the following characteristics:
1. unusual in nature, and

2. infrequent in occurrence, and

3. significant in amount.



	225
	What is a cost driver?
	Ideally, a cost driver is an activity that is the root cause of why a cost occurs.

	226
	What is turnover?
	Turnover is used in some countries to mean sales.

	227
	What are mixed costs?
	Mixed costs consist of a fixed component and a variable component. 
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