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46- Absorption costing and variable costing treat fixed costs  
 Respectively as………… 
1) Production costs and production costs. 2)  Production costs and period costs. 
3) Period costs and period costs.   4) Period costs and Production costs. 
 
47- The sum of direct labour and direct material is called…costs. 
1) prime                     2)  product                       3)  conversion                     4) finished 
 
48- we can now say that a balance sheet will be a statement at any given data of the amount 
of ………… on the one hand and the amount of the ……….. and proprietorship on the other     
1) cash – assents     2) liabilities – assets  
3) fixed assets – liabilities     4) assets – liabilities  
 
49- A………… is actually a service which has been paid for but whose benefits come after 
the date of the balance sheet. Similarly , a ………… Is a service which the firm must give 
after the balance sheet is prepared. 
1) prepaid asset – deferred liability   2) deferred liability – prepaid asset  
3) fixed assets – liabilities     4) current assets – current liabilities  
 
50- There are two principal methods of accounting for investments: 
The cost method and the ………… 
1) current method      2) declining method  
3) market method      4) equity method  
 
51- working capital is defined as : 
1) worker΄s capital  
2) current assets minus current liabilities  
3) current ratio minus current liability  
4) current ratio minus current liabilities plus current assets  
 
52- which of the following items should not be classified as a liability?  
1) payroll taxes payable     2) creditors  
3) Accounts payable     4) Deferred charges  
 
53- A ……… is cash or any asset which normally will be consumed or turned over into 
cash within a year 
1) fixed assets   2) assets   3) current assets  4) credit  
 
54- Which of the following is accounted for differently under the cash and accrual bases of 
accounting? 
1) prepayment for two years      
2) pay for services received 
3) receive cash from sale of merchandise to customers 
4) pay salaries in cash 
 
55- Retained earning is a subcategory of:



1) owners equity 2) liabilities 
3) contributed equity    4) capital stock 
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