
accounting 101 exam questions and
answers
accounting 101 exam questions and answers provide essential insights for students
beginning their journey in financial accounting. This article explores a comprehensive range
of common exam questions and answers that help build a strong foundation in accounting
principles. Understanding these questions prepares learners to tackle fundamental topics
such as the accounting equation, journal entries, financial statements, and key concepts
like debits and credits. Additionally, this guide covers practical examples and explanations
to clarify complex topics frequently encountered in introductory accounting courses. By
mastering these accounting 101 exam questions and answers, students can improve their
test performance and gain confidence in their accounting knowledge. The following sections
will delve into detailed questions organized by topic, facilitating an effective study approach
for beginners.

Basic Accounting Concepts and Principles

The Accounting Equation and Its Applications

Journal Entries and Ledger Posting

Financial Statements Overview

Common Accounting 101 Exam Questions with Answers

Basic Accounting Concepts and Principles
Accounting 101 exam questions and answers often begin by testing students on
fundamental accounting concepts and principles. These are the building blocks of
accounting knowledge and include terms such as assets, liabilities, equity, revenue, and
expenses. Understanding these concepts is crucial because they form the basis for
recording financial transactions and preparing reports.

Key Accounting Principles
The foundational principles commonly emphasized in accounting 101 exams include the
accrual principle, consistency principle, going concern assumption, and the matching
principle. Each principle guides how financial information should be recorded and reported
to ensure accuracy and comparability.



Important Terminology
Students are expected to be familiar with essential accounting terms such as:

Assets: Resources owned by a business that provide future economic benefits.

Liabilities: Obligations or debts owed to outsiders.

Owner’s Equity: The owner’s claim on the business assets after liabilities are
deducted.

Revenue: Income earned from business operations.

Expenses: Costs incurred in the process of earning revenue.

The Accounting Equation and Its Applications
The accounting equation is a fundamental concept tested extensively in accounting 101
exam questions and answers. It states that Assets = Liabilities + Owner’s Equity, reflecting
the relationship between what the business owns and owes. Mastery of this equation is
essential for understanding how transactions affect financial position.

Understanding the Equation
The accounting equation serves as the foundation for double-entry bookkeeping. Every
financial transaction impacts at least two accounts, maintaining the balance of the
equation. Examples include purchasing equipment with cash, increasing assets while
decreasing another asset.

Practical Examples
Typical exam questions ask students to analyze transactions by applying the accounting
equation. For instance:

If a company borrows $5,000 from a bank, how does this affect the equation?1.

What is the impact of paying off liabilities using cash?2.

How does owner’s investment affect the equation?3.

Answering these questions demonstrates an understanding of the dynamic nature of
accounting balances.



Journal Entries and Ledger Posting
One of the core components of accounting 101 exam questions and answers involves
journal entries and ledger posting. This area assesses students’ ability to record financial
transactions accurately and transfer them to the appropriate ledger accounts.

Structure of Journal Entries
Journal entries must include the date, accounts affected, debit and credit amounts, and a
brief description. Knowing how to identify which accounts to debit and credit is a crucial
skill.

Examples of Common Journal Entries
Students are often required to create journal entries for transactions such as:

Purchasing supplies on credit

Receiving cash from customers

Paying salaries to employees

Owner’s capital contribution

Accurate journal entries ensure that the accounting records reflect the true financial
activity of the business.

Financial Statements Overview
Accounting 101 exam questions and answers frequently include topics related to the
preparation and understanding of financial statements. These statements provide a
summary of the financial health and performance of a business.

Main Financial Statements
The primary financial statements covered in introductory accounting include:

Income Statement: Reports revenues and expenses to determine net income or
loss.

Balance Sheet: Presents the accounting equation by listing assets, liabilities, and
owner’s equity at a specific date.

Statement of Owner’s Equity: Shows changes in owner’s equity over a period.



Cash Flow Statement: Details cash inflows and outflows from operating, investing,
and financing activities.

Analyzing Financial Statements
Students must understand how to interpret financial statements, identify key figures, and
explain their significance. Exam questions may ask for the calculation of ratios or the
preparation of simplified statements based on given data.

Common Accounting 101 Exam Questions with
Answers
This section provides examples of frequently asked accounting 101 exam questions and
answers designed to reinforce key concepts and improve exam readiness.

Sample Question 1: What is the accounting equation?
Answer: The accounting equation is Assets = Liabilities + Owner’s Equity. It reflects that
what a company owns is financed by what it owes to creditors and owners.

Sample Question 2: How do you record the purchase of
inventory on credit?
Answer: Debit Inventory account and credit Accounts Payable account. This increases
assets and liabilities equally, maintaining the accounting equation.

Sample Question 3: What is the purpose of a trial
balance?
Answer: A trial balance is prepared to verify that the total debits equal total credits after
posting transactions to the ledger. It helps detect errors before financial statements are
prepared.

Sample Question 4: Define depreciation and how it is
recorded.
Answer: Depreciation is the allocation of the cost of a tangible asset over its useful life. It
is recorded by debiting Depreciation Expense and crediting Accumulated Depreciation.



Sample Question 5: What are the effects of paying off a
liability with cash?
Answer: Both assets and liabilities decrease. Cash (an asset) decreases, and the liability
account decreases by the same amount, keeping the accounting equation balanced.

Additional Tips for Exam Preparation

Review key terms and definitions regularly.

Practice journal entries and balancing the accounting equation.

Understand the structure and components of financial statements.

Work through sample questions and answers to build confidence.

Focus on the principles underlying each transaction rather than memorizing answers.

Frequently Asked Questions

What are the basic accounting principles covered in
Accounting 101?
The basic accounting principles include the revenue recognition principle, matching
principle, cost principle, full disclosure principle, and the going concern assumption.

What types of questions are commonly found in an
Accounting 101 exam?
Common questions include journal entries, ledger posting, trial balance preparation,
understanding financial statements, and basic accounting terminology.

How do you prepare a trial balance in Accounting 101?
A trial balance is prepared by listing all ledger account balances, separating debits and
credits, and ensuring that total debits equal total credits.

What is the accounting equation and why is it
important in Accounting 101?
The accounting equation is Assets = Liabilities + Owner's Equity. It is fundamental because
it represents the relationship between a company's resources and claims against those



resources.

Can you explain the difference between accounts
payable and accounts receivable?
Accounts payable are amounts a company owes to suppliers, while accounts receivable are
amounts owed to the company by customers.

What are adjusting entries and why are they necessary
in Accounting 101?
Adjusting entries are journal entries made at the end of an accounting period to update
account balances before financial statements are prepared. They ensure revenues and
expenses are recognized in the correct period.

How is depreciation accounted for in an Accounting 101
exam?
Depreciation is recorded by allocating the cost of a fixed asset over its useful life, typically
using methods like straight-line or declining balance, with a debit to depreciation expense
and credit to accumulated depreciation.

What is the difference between cash basis and accrual
basis accounting?
Cash basis accounting records revenues and expenses when cash is received or paid, while
accrual basis accounting records revenues when earned and expenses when incurred,
regardless of cash flow.

How can students best prepare for an Accounting 101
exam?
Students should practice solving journal entries, understand fundamental concepts, review
financial statement preparation, and take practice exams to become familiar with the
question formats.

Additional Resources
1. Accounting 101: Essential Exam Questions and Answers
This book is a comprehensive guide designed specifically for beginners preparing for
Accounting 101 exams. It covers fundamental concepts such as journal entries, financial
statements, and basic bookkeeping. Each chapter includes practice questions with detailed
answers to reinforce understanding. Ideal for students who want to build a strong
foundation in accounting principles.

2. Mastering Accounting 101: Practice Questions & Solutions



Focused on helping students excel in introductory accounting courses, this book offers a
wide range of practice questions that mimic typical exam formats. The solutions are
explained step-by-step to ensure clarity and comprehension. It also includes tips and
strategies for tackling tricky accounting problems efficiently.

3. Accounting Principles Exam Prep: Questions and Answers for Beginners
This book breaks down key accounting principles into easy-to-understand sections, followed
by relevant exam questions and answers. It is perfect for those new to accounting who
want to test their knowledge and improve their problem-solving skills. The answers provide
not only solutions but also the reasoning behind them.

4. Introduction to Accounting: Exam Questions and Detailed Answers
Designed as a study companion, this book compiles a variety of exam-style questions
covering essential topics in introductory accounting. Each answer is accompanied by
explanations that clarify core concepts and accounting methods. Students can use it for
self-assessment and to identify areas needing improvement.

5. Accounting 101 Exam Guide: Questions, Answers, and Key Concepts
This guidebook offers a balanced mix of theoretical questions and practical problems
commonly found in Accounting 101 exams. It emphasizes understanding key concepts such
as the accounting cycle, financial reporting, and internal controls. The explanations help
students grasp the material effectively and prepare confidently for exams.

6. Fundamentals of Accounting: Exam Questions with Comprehensive Answers
Covering the basics of financial and managerial accounting, this book provides exam
questions that challenge students to apply concepts in real-world scenarios. Each answer
includes thorough explanations and tips to avoid common mistakes. It is an excellent
resource for reinforcing fundamental accounting skills.

7. Accounting 101 Practice Workbook: Questions and Model Answers
This workbook contains a collection of practice questions formatted to simulate actual
exam conditions, complete with model answers. It encourages active learning through
problem-solving and self-evaluation. The clear answer keys and stepwise solutions make it
suitable for individual study or classroom use.

8. Quick Review: Accounting 101 Exam Questions and Answers
Ideal for last-minute exam preparation, this quick review book summarizes important topics
and provides a selection of frequently asked questions with concise answers. It helps
students refresh their knowledge and focus on critical areas. The straightforward format
makes it easy to use under time constraints.

9. Accounting 101 Test Bank: Multiple Choice Questions and Detailed Solutions
This test bank features a vast array of multiple-choice questions covering introductory
accounting topics, complete with detailed solutions. It is perfect for students looking to
practice and self-test their understanding in a structured way. The explanations help clarify
why certain answers are correct, enhancing learning outcomes.
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