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IntroductionIntroduction

Preparing for a certification exam can feel overwhelming, but with the right tools, it becomes
an opportunity to build confidence, sharpen your skills, and move one step closer to your
goals. At Examzify, we believe that effective exam preparation isn’t just about
memorization, it’s about understanding the material, identifying knowledge gaps, and
building the test-taking strategies that lead to success.

This guide was designed to help you do exactly that.

Whether you’re preparing for a licensing exam, professional certification, or entry-level
qualification, this book offers structured practice to reinforce key concepts. You’ll find a
wide range of multiple-choice questions, each followed by clear explanations to help you
understand not just the right answer, but why it’s correct.

The content in this guide is based on real-world exam objectives and aligned with the types
of questions and topics commonly found on official tests. It’s ideal for learners who want to:

• Practice answering questions under realistic conditions,
• Improve accuracy and speed,
• Review explanations to strengthen weak areas, and
• Approach the exam with greater confidence.

We recommend using this book not as a stand-alone study tool, but alongside other
resources like flashcards, textbooks, or hands-on training. For best results, we recommend
working through each question, reflecting on the explanation provided, and revisiting the
topics that challenge you most.

Remember: successful test preparation isn’t about getting every question right the first
time, it’s about learning from your mistakes and improving over time. Stay focused, trust the
process, and know that every page you turn brings you closer to success.

Let’s begin.
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How to Use This GuideHow to Use This Guide

This guide is designed to help you study more effectively and approach your exam with
confidence. Whether you're reviewing for the first time or doing a final refresh, here’s how to
get the most out of your Examzify study guide:

1. Start with a Diagnostic Review

Skim through the questions to get a sense of what you know and what you need to focus on.
Your goal is to identify knowledge gaps early.

2. Study in Short, Focused Sessions

Break your study time into manageable blocks (e.g. 30 – 45 minutes). Review a handful of
questions, reflect on the explanations.

3. Learn from the Explanations

After answering a question, always read the explanation, even if you got it right. It reinforces
key points, corrects misunderstandings, and teaches subtle distinctions between similar
answers.

4. Track Your Progress

Use bookmarks or notes (if reading digitally) to mark difficult questions. Revisit these
regularly and track improvements over time.

5. Simulate the Real Exam

Once you're comfortable, try taking a full set of questions without pausing. Set a timer and
simulate test-day conditions to build confidence and time management skills.

6. Repeat and Review

Don’t just study once, repetition builds retention. Re-attempt questions after a few days and
revisit explanations to reinforce learning. Pair this guide with other Examzify tools like
flashcards, and digital practice tests to strengthen your preparation across formats.

There’s no single right way to study, but consistent, thoughtful effort always wins. Use this
guide flexibly, adapt the tips above to fit your pace and learning style. You've got this!
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Questions
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1. Revenue from barter transactions should be recognized at what value?
A. The fair value of the goods/services surrendered or the fair value of the

consideration received, if that fair value can be reliably measured.
B. At cost of the goods/services given up.
C. When barter exchange occurs, regardless of fair value.
D. When the goods/services are delivered, irrespective of fair value.

2. Which step comes last in the Complete Accounting Process?
A. Closing Entries
B. End of Period Reports
C. Reversing Entries
D. Journal and Bank Reconciliation

3. Under the direct write-off method, what is the effect when a specific
uncollectible account is written off?
A. Increases Revenue
B. Decreases Cash
C. Increases Bad Debts Expense and decreases Accounts Receivable
D. Increases Allowance for Doubtful Accounts

4. The Debt Ratio is defined as which of the following?
A. Total assets ÷ Total liabilities
B. Shareholders' equity ÷ Total assets
C. Total liabilities ÷ Total assets
D. Total liabilities ÷ Shareholders' equity

5. In depreciation, what does residual value represent?
A. Amount expected to be recovered at end of asset's life
B. Annual depreciation
C. Total cost
D. Current market value
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6. Which of the following would typically be disclosed in notes to financial
statements?
A. Accounting policies, contingencies, events after the reporting period,

depreciation methods, impairment tests, estimates and judgments.
B. Customer lists.
C. Product pricing strategy.
D. Employee birthdays.

7. What are the two types of depreciation?
A. Straight-line Method; Reducing balance/ Diminishing Balance
B. Unit of production and accelerated
C. Simple and compound
D. Declining value and zero method

8. What happens if a reversing entry is required?
A. It is ignored.
B. It is posted to increase revenue.
C. The existing balance day adjustment is reversed at the beginning of the new

period.
D. It creates a new asset.

9. Which of the following best defines vertical analysis?
A. Comparing an amount to a base across two years.
B. Reporting an amount as a percentage of another item on the same financial

statement.
C. Calculating cash flow from operations.
D. Assessing sensitivity to changes in sales volume.

10. Which statement best describes the Accounting Entity Assumption?
A. This concept treats owner and business as the same economic unit.
B. This concept separates the owner from the business and records transactions

from the business viewpoint.
C. This concept ignores personal expenses of the owner.
D. This concept requires all owners' personal assets to be included in the

business accounts.
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Answers
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1. A
2. C
3. C
4. C
5. A
6. A
7. A
8. C
9. B
10. B
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Explanations
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1. Revenue from barter transactions should be recognized at what value?
A. The fair value of the goods/services surrendered or the fair value of the

consideration received, if that fair value can be reliably measured.
B. At cost of the goods/services given up.
C. When barter exchange occurs, regardless of fair value.
D. When the goods/services are delivered, irrespective of fair value.

In barter transactions, revenue is measured by fair value, not cost or timing alone. The amount recognized
should be the fair value of the consideration received or, if that is not reliably measurable, the fair value of the
goods or services surrendered. This approach reflects the true economic value of the exchange even when cash
is not involved, and it aligns revenue with the value exchanged between the parties. If the fair value on either side
can be reliably measured, use that value; both sides should ideally reflect the same amount. So you don’t record
revenue at cost, nor do you simply recognize it when the barter occurs or when delivery happens regardless of
value—the value exchanged drives the revenue figure.

2. Which step comes last in the Complete Accounting Process?
A. Closing Entries
B. End of Period Reports
C. Reversing Entries
D. Journal and Bank Reconciliation

The last action in the accounting cycle is to set up the new period by reversing certain adjusting entries. After
you’ve produced the end-of-period financial statements and closed the temporary accounts, you may make
reversing entries to undo specific accruals from the old period (such as accrued expenses or accrued revenues).
This makes recording actual cash receipts or payments in the new period simpler and helps avoid
double-counting.  For example, if you accrued interest expense at year end (debit Interest Expense, credit
Interest Payable), you would reverse that next period (debit Interest Payable, credit Interest Expense). This
neutralizes the accrual, so when actual interest is paid or received, you record it normally in the new period
without the previous accrual complicating things.  Reversing entries are optional and mainly used to streamline
the start of the new period; they come after closing entries and end-of-period reports, which is why they’re
placed last in the cycle.

3. Under the direct write-off method, what is the effect when a specific
uncollectible account is written off?
A. Increases Revenue
B. Decreases Cash
C. Increases Bad Debts Expense and decreases Accounts Receivable
D. Increases Allowance for Doubtful Accounts

The direct write-off approach records uncollectible debts by recognizing a loss and removing the specific
receivable from the books. When a particular account is deemed uncollectible, you debit Bad Debts Expense and
credit Accounts Receivable. This increases the expense on the income statement and reduces assets on the
balance sheet, reflecting that the expected cash will not be collected. Cash is not affected at this writing-off
moment. The Allowance for Doubtful Accounts isn’t used in this method, since it directly writes off specific debts
rather than estimating future losses.
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4. The Debt Ratio is defined as which of the following?
A. Total assets ÷ Total liabilities
B. Shareholders' equity ÷ Total assets
C. Total liabilities ÷ Total assets
D. Total liabilities ÷ Shareholders' equity

Debt ratio measures how much of a company’s assets are financed by borrowing. It is calculated by dividing
total liabilities by total assets. A higher debt ratio means more of the assets are funded with debt, indicating
greater financial risk, while a lower ratio shows a lighter debt burden and more financing from owners’ equity. 
This differs from the equity ratio (shareholders’ equity divided by total assets), which shows how much of assets
are funded by equity. It also differs from a simple assets-to-liabilities comparison or the debt-to-equity ratio
(liabilities divided by shareholders’ equity), which compares debt to equity rather than to total assets.

5. In depreciation, what does residual value represent?
A. Amount expected to be recovered at end of asset's life
B. Annual depreciation
C. Total cost
D. Current market value

Residual value is the amount expected to be recovered when the asset is disposed of at the end of its useful life.
It’s the estimated salvage value after any disposal costs, and it’s used to determine the depreciable base (cost
minus residual value) which is then allocated over the asset’s useful life as depreciation each period. This value
isn’t the annual depreciation expense, nor the total cost of the asset, and it isn’t its current market value, which
can differ from what’s recoverable at the end. For example, if an asset costs 10,000 and is expected to have a
residual value of 1,000 after 5 years, the depreciation base is 9,000 and the annual depreciation under
straight-line would be 1,800.

6. Which of the following would typically be disclosed in notes to financial
statements?
A. Accounting policies, contingencies, events after the reporting period,

depreciation methods, impairment tests, estimates and judgments.
B. Customer lists.
C. Product pricing strategy.
D. Employee birthdays.

Notes to the financial statements are there to explain how the numbers were prepared and what decisions and
uncertainties lie behind them. They reveal the accounting policies used and the significant estimates and
judgments that affect measurement, plus details about contingencies and events after the reporting period, and
how assets are depreciated or impairment tests are conducted. This kind of disclosure helps users understand
how figures were arrived at and what could change those figures in the future, promoting transparency and
comparability. Items like customer lists, product pricing strategy, or employee birthdays don’t relate to the
measurement and presentation of the financial statements, so they aren’t typically included in these notes.
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7. What are the two types of depreciation?
A. Straight-line Method; Reducing balance/ Diminishing Balance
B. Unit of production and accelerated
C. Simple and compound
D. Declining value and zero method

Depreciation methods describe how the cost of an asset is spread over its useful life. The two common types are
straight-line and reducing balance (also called diminishing balance).   Straight-line depreciation charges the
same amount each year. You take the asset’s cost minus its residual value and divide by its useful life, giving a
constant expense and a steady book value over time.  Reducing balance depreciation uses a fixed percentage of
the asset’s carrying amount each year. This means higher depreciation in the early years and decreasing
amounts later, which mirrors how some assets wear more quickly when they’re newer.  Other methods, like unit
of production, can be used, and “accelerated” describes the pattern rather than a distinct method, but the two
most standard types taught are straight-line and reducing balance.

8. What happens if a reversing entry is required?
A. It is ignored.
B. It is posted to increase revenue.
C. The existing balance day adjustment is reversed at the beginning of the new

period.
D. It creates a new asset.

Reversing entries undo adjustments made at the end of a period to keep the next period’s books simple. When
an adjusting entry has been made to recognize an accrued expense or revenue, a reversing entry is posted at the
start of the new period to cancel that adjustment. This means the balance day adjustment is reversed at the
beginning of the new period, so when the actual payment or receipt occurs later, you record it in the normal way
without double-counting. For example, if you recorded an accrual by debiting Expense and crediting Accrued
Liabilities, the reversing entry would debit Accrued Liabilities and credit Expense. This resets the accounts and
allows subsequent transactions to be recorded cleanly.

9. Which of the following best defines vertical analysis?
A. Comparing an amount to a base across two years.
B. Reporting an amount as a percentage of another item on the same financial

statement.
C. Calculating cash flow from operations.
D. Assessing sensitivity to changes in sales volume.

Vertical analysis expresses each line item as a percentage of a base figure within the same financial statement.
This standardizes items so you can see the structure of the statement and compare sizes across companies or
over time. For the income statement, the base is typically revenue, while for the balance sheet the base is total
assets (or total liabilities and equity, depending on the approach). This creates a common-size view, making it
easy to see, for example, what proportion of sales is cost of goods sold or what share of assets is funded by
debt.  So the best definition is reporting an amount as a percentage of another item on the same financial
statement. The other ideas describe different analyses (comparing figures across years, calculating cash flow, or
testing sensitivity), which are not vertical analysis.
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10. Which statement best describes the Accounting Entity Assumption?
A. This concept treats owner and business as the same economic unit.
B. This concept separates the owner from the business and records transactions

from the business viewpoint.
C. This concept ignores personal expenses of the owner.
D. This concept requires all owners' personal assets to be included in the

business accounts.
The Accounting Entity Assumption means the business is treated as its own separate accounting unit from its
owner. This ensures financial records reflect only the business’s transactions and are prepared from the
business’s viewpoint, not the owner’s personal finances. By keeping owner and business finances separate, the
financial statements show the business’s assets, liabilities, and results independently, which is essential for
accurate reporting and external understanding.  This is why the best statement is the one that says the owner
and the business are separate and transactions are recorded from the business perspective. It isn’t about
treating owner and business as the same unit, nor about including personal assets in the business accounts.
Personal expenses aren’t simply ignored; they’re kept outside the business records and typically treated as
drawings or owner-related non-business activity.
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Next StepsNext Steps

Congratulations on reaching the final section of this guide. You've taken a meaningful step
toward passing your certification exam and advancing your career.

As you continue preparing, remember that consistent practice, review, and self-reflection
are key to success. Make time to revisit difficult topics, simulate exam conditions, and track
your progress along the way.

If you need help, have suggestions, or want to share feedback, we’d love to hear from you.
Reach out to our team at hello@examzify.com.

Or visit your dedicated course page for more study tools and resources:

https://qcaaaccountingexternal.examzify.com

We wish you the very best on your exam journey. You've got this!
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