Texas A&M University
(TAMU) ACCT229
Introductory Accounting
Practice Exam 1 (Sample)

Study Guide

BY EXAMZIFY

Everything you need from our exam experts!

Sample study guide. For the full version with hundreds of questions, visit:
https://tamu-acct229-exam1.examzify.com




Copyright © 2026 by Examzify - A Kaluba Technologies Inc. product.

ALL RIGHTS RESERVED.

No part of this book may be reproduced or transferred in any form or by any
means, graphic, electronic, or mechanical, including photocopying,
recording, web distribution, taping, or by any information storage retrieval
system, without the written permission of the author.

Notice: Examzify makes every reasonable effort to obtain accurate,
complete, and timely information about this product from reliable sources.

Sample study guide, visit https://tamu-acct229-exam1.examzify.com
for the full version with hundreds of practice questions



Table of Contents

Copyright ..o e e 1
Table of Contents ...........cccociiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiieeaeens 2
INtroduction ...........ccccciciiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiir e ceeeeae 3
How to Use This Guide ............cccociiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiieniinens 4
L1011 =13 0 ) 1 7 5
ANSWETS ...iiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiteteeentaacacosentosentonsncossntosensoscnsanss 8
EXplanations ...........cccoiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiieiiieiieetiacnttnenenes 10

LN T ] 1= 0 1 16




Introduction

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,
e Improve accuracy and speed,

* Review explanations to strengthen weak areas, and

e 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 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




1. What type of business activity would purchasing a building
fall under?

A. Financing
B. Investing
C. Operating
D. Managing

2. What is another term for "performing a service" in terms of
revenue?

A. Service Revenue
B. Product Revenue
C. Sales Income

D. Operational Revenue

3. What principle dictates that expenses should be matched
with the revenues they help generate?

A. Accrual Basis
B. Revenue Recognition Principle

C. Expense Recognition Principle
D. Deferral Principle

. Which concept allows a company to report its performance
over shorter time periods?

A. Annual Reporting Principle
B. Time Period Assumption

C. Sequential Reporting

D. Periodicity Principle

5. What is the term used for revenue generated by "delivering
a product"?

A. Service Revenue
B. Sales Revenue

C. Operational Profit
D. Gross Revenue
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6. How are other gains and other losses described?
A. Result of routine operations
B. Result of incidental transactions
C. Result of financing activities
D. Result of extraordinary events

7. Which members of management are required to sign off on
financial statements under SOX?

A. COO and CFO
B. CEO and CFO
C. CTO and CFO
D. All board members

8. What follows immediately after recording journal entries of
transactions in the accrual accounting cycle?

A. Prepare Financial Statements

B. Prepare Closing Entries

C. Prepare Trial Balance

D. Record Adjusting Journal Entries

9. How are Assets listed on the Balance Sheet?
A. In order of maturity
B. In alphabetical order
C. In order of liquidity
D. In order of value

10. What distinguishes current assets from other assets?
A. They include fixed assets

B. They are liquid and expected to be converted to cash within a
year

C. They include goodwill and intangible assets
D. They are only physical assets of a business
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1. What type of business activity would purchasing a building
fall under?

A. Financing
B. Investing

C. Operating
D. Managing

Purchasing a building is classified as an investing activity because it pertains to the
acquisition of long-term assets that will be used for the production of goods or services.
Investing activities generally involve transactions related to the purchase or sale of
physical assets, such as property, plant, and equipment, or investments in other
companies. When a business buys a building, it is making a commitment of resources to
acquire an asset that will provide future economic benefits, which is a core characteristic
of investing activities. The funds spent on the building are expected to generate returns
over time, whether through the business operations conducted in that building or
potential resale value.

2. What is another term for "performing a service" in terms of
revenue?

A. Service Revenue

B. Product Revenue
C. Sales Income
D. Operational Revenue

The term "performing a service" directly relates to the income generated by providing
services to customers, which is recognized as "Service Revenue." In accounting
terminology, this type of revenue refers specifically to earnings from services rendered,
as opposed to sales of goods or products. Service Revenue is a critical component of the
income statement for businesses that focus on providing services rather than selling
physical goods. This distinction is important because it impacts how revenue is
recognized and classified in financial statements. The other terms in the choices serve
different contexts. "Product Revenue" pertains to income generated from selling tangible
products, while "Sales Income" can be a broader term but is often not used specifically in
formal accounting contexts. "Operational Revenue" might refer more generally to money
earned through regular business operations, but it lacks the explicit connection to
services provided that is inherent in the term "Service Revenue." In this context, "Service
Revenue" is the most accurate term for income derived from performing a service.
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3. What principle dictates that expenses should be matched
with the revenues they help generate?

A. Accrual Basis
B. Revenue Recognition Principle

C. Expense Recognition Principle
D. Deferral Principle

The principle that dictates that expenses should be matched with the revenues they help
generate is called the Expense Recognition Principle, also known as the matching
principle. This principle is fundamental in accrual accounting, which requires that
expenses be recorded in the period in which they are incurred, regardless of when cash is
paid. The idea is to ensure that expenses are aligned with the revenues they contribute
to, providing a more accurate reflection of a company’s financial performance within a
given time frame. By adhering to this principle, companies can present a true picture of
profitability by ensuring that all costs associated with generating revenue during a
certain period are accounted for in that period. This is essential for stakeholders looking
to assess the financial health and operational efficiency of a business. For example, if a
company incurs costs to produce a product, those costs must be recorded in the same
period that the products are sold to reflect the relationship between revenue and
expenses appropriately. In contrast, the Accrual Basis refers to the overall accounting
method that includes aspects of both the Revenue Recognition Principle and the Expense
Recognition Principle. The Revenue Recognition Principle focuses specifically on when
revenue should be recognized, while the Deferral Principle addresses postponing
recognition of revenues and expenses to future periods. Understanding these distinctions
is key to mastering accounting practices

4. Which concept allows a company to report its performance
over shorter time periods?

A. Annual Reporting Principle

B. Time Period Assumption
C. Sequential Reporting

D. Periodicity Principle

The concept that allows a company to report its performance over shorter time periods is
the Time Period Assumption. This principle underlies the practice of breaking the life of
a business into distinct and manageable intervals, such as months, quarters, or years. By
applying this assumption, businesses can produce financial statements that reflect their
revenues, expenses, and other metrics on a regular basis, enabling stakeholders to
analyze the financial health of the company more frequently rather than waiting for a full
year. This approach is vital for providing timely information that can influence
decision-making by management, investors, and creditors. It also supports various
regulatory and compliance requirements, ensuring that companies can present their
financial performance in an organized and periodic manner. Other concepts like annual
reporting may focus specifically on reporting at year-end, while the periodicity principle
is closely related but less commonly referenced as a term in practice compared to the
time period assumption. Sequential reporting does not typically pertain to financial
statements and their periodicity in the same way.
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5. What is the term used for revenue generated by "delivering
a product"?

A. Service Revenue
B. Sales Revenue

C. Operational Profit
D. Gross Revenue

Sales revenue specifically refers to the income generated from the sale of goods or
products to customers. When a company delivers a product to a consumer, the money
earned from that transaction is classified as sales revenue. This term focuses on the sales
aspect of a business's operations where products are sold, distinguishing it from other
types of revenue such as service revenue, which pertains to income from providing
services rather than tangible products. Operational profit and gross revenue, while
related to company's earnings, do not specifically capture the revenue aspect of product
sales. Operational profit refers to the profitability of a company's core business activities
after deducting operating expenses, and gross revenue generally refers to the total
revenue generated before any deductions, including returns and allowances, which does
not specifically denote product delivery revenue. Thus, sales revenue is the correct and
most precise term for income from delivering products.

6. How are other gains and other losses described?
A. Result of routine operations
B. Result of incidental transactions
C. Result of financing activities
D. Result of extraordinary events

Other gains and other losses are typically characterized as the result of incidental
transactions that are not part of a company's main business activities. These might
include activities such as the sale of an asset that is no longer needed or the gains or
losses from foreign currency transactions. Such transactions occur in the normal course
of business but are not part of the routine operations of selling goods or services. In
contrast, routine operations would involve the primary revenue-generating activities of a
business, which would not include these peripheral transactions. Similarly, financing
activities relate directly to transactions that affect the company's equity or borrowing,
and extraordinary events would refer to rare, unexpected events, which do not align with
the definition of other gains or losses. Thus, the description that most accurately
captures the nature of other gains and losses is that they arise from incidental
transactions, reflecting activities that are secondary to the main operations of the
business.
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7. Which members of management are required to sign off on
financial statements under SOX?

A. COO and CFO
B. CEO and CFO
C. CTO and CFO
D. All board members

Under the Sarbanes-Oxley Act (SOX), the responsibility for the accuracy and
completeness of financial statements rests primarily with the Chief Executive Officer
(CEO) and the Chief Financial Officer (CFO) of a company. This legislative measure was
enacted in response to significant corporate scandals to enhance transparency in
financial reporting and to protect investors from fraud. By requiring the CEO and CFO to
sign off on the financial statements, the law ensures that these top executives are
directly accountable for the financial information that their companies provide to the
public. This requirement emphasizes the importance of internal controls and the
integrity of financial reporting. It serves as a deterrent against fraudulent reporting
because these executives could face criminal penalties for false or misleading financial
disclosures. The accountability mechanism provided by SOX is critical for maintaining
investor confidence and the overall health of financial markets. In contrast, other roles
mentioned in the incorrect answers, such as the COO (Chief Operating Officer) and CTO
(Chief Technology Officer), are not mandated by SOX to sign off on financial statements,
as their primary responsibilities lie in operations and technology rather than financial
reporting. Furthermore, all board members are not required to sign off on financial
statements, as this responsibility is concentrated on the CEO and CFO, who have direct
oversight over

8. What follows immediately after recording journal entries of
transactions in the accrual accounting cycle?

A. Prepare Financial Statements
B. Prepare Closing Entries
C. Prepare Trial Balance

D. Record Adjusting Journal Entries

In the accrual accounting cycle, after journal entries for transactions have been
recorded, the next immediate step is to prepare a trial balance. A trial balance is
important because it serves as a way to ensure that the total debits equal total credits
after all journal entries have been made. This step helps in identifying any discrepancies
in the accounting records before adjustments or financial statements are prepared. The
trial balance acts as a preliminary check on the accounts and sets the stage for the
subsequent steps in the accounting cycle, such as recording adjusting journal entries,
which correct any errors or account for accruals and deferrals. The focus on achieving a
balanced trial balance is crucial for maintaining the integrity of the financial statements
that will be generated later.
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9. How are Assets listed on the Balance Sheet?
A. In order of maturity
B. In alphabetical order
C. In order of liquidity

D. In order of value

Assets are listed on the Balance Sheet in order of liquidity, which refers to how quickly
and easily the assets can be converted into cash. This ordering is important because it
provides a clear view of the company's financial position and its ability to meet
short-term obligations. Liquid assets, such as cash and cash equivalents, are placed at
the top, as they can be readily used for expenses or investments. Following cash, other
current assets like accounts receivable and inventory come next, as these can generally
be converted to cash within a year. Non-current assets, such as property, plant, and
equipment, appear further down the list as they are less liquid and not readily
convertible into cash within a short time frame. Choosing liquidity as the basis for
ordering assets allows investors and creditors to assess a company's short-term financial
health more effectively.

10. What distinguishes current assets from other assets?
A. They include fixed assets

B. They are liquid and expected to be converted to cash within a
year

C. They include goodwill and intangible assets
D. They are only physical assets of a business

Current assets are specifically defined as those assets that are expected to be converted
into cash or consumed within one year or one operating cycle, whichever is longer. This
characteristic of liquidity is crucial, as it primarily serves the operational needs of a
business, enabling it to meet short-term financial obligations. Examples of current assets
typically include cash, accounts receivable, inventory, and short-term investments. The
other distinctions mentioned in the incorrect options help to clarify why option B is the
correct choice. Fixed assets, as stated in one of the options, are long-term resources that
are not expected to be liquidated within a year, such as machinery or buildings. Goodwill
and intangible assets are also categorized as non-current assets, as they do not have a
physical presence and typically involve longer-term value beyond a single operating cycle.
Lastly, the notion that current assets must be only physical assets contradicts the
definition, as many current assets (like cash and receivables) are not tangible.
Understanding these distinctions reinforces the importance of recognizing how current
assets function within a business's overall asset structure and their role in maintaining
liquidity for operational purposes.
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Next 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://tamu-acct229-exam1.examzify.com

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