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UNDERSTANDING
THE ACCOUNTING
8 5 CHALLENGE
PROBLEM: A
COMPREHENSIVE
GUIDE

Accounting  students
o f t e n  e n c o u n t e r
challenging  problems
that test their grasp of
fundamental principles.
Among  these ,  the
A c c o u n t i n g  8  5
Challenge  Problem
Answers  represent  a
p i v o t a l  l e a r n i n g
milestone.  Whether

you are studying for an
exam,  complet ing
homework,  or  simply
trying  to  solidify  your
unders tand ing  o f
accounting  mechanics,
mastering this type of
problem  is  essential.
This guide breaks down
what  the  challenge
problem entails, why it
matters,  and  how  to
a p p r o a c h  i t  w i t h
confidence.  We  will
explore the underlying
concepts,  common
pitfalls,  and  step-by-
step strategies to help
you  not  only  find  the
correct  answers  but
also  understand  the
reason ing  beh ind
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them.

WHAT IS THE
ACCOUNTING 8 5
CHALLENGE
PROBLEM?

The term Accounting
8  5  C h a l l e n g e
Problem  typical ly
refers  to  a  specific
problem found in many
i n t r o d u c t o r y
accounting  textbooks
and  curricula.  It  often
appears  in  Chapter  8,
Problem 5,  or  Section
8 . 5  o f  a  c o u r s e ,
focusing  on  advanced
adjust ing  entr ies,
depreciation  methods,
or inventory valuation.
In many cases, the "8
5 "  d e s i g n a t i o n
c o r r e s p o n d s  t o  a
p r o b l e m  s e t  t h a t
requires  students  to
a p p l y  m u l t i p l e
accounting concepts in
a single scenario. This
challenge  problem  is
designed to bridge the
gap  between  basic

bookkeeping and more
complex  financial
statement  preparation.

Common
Contexts
for the
Problem
W h i l e  t h e  e x a c t
content  var ies  by
t e x t b o o k  a n d
i n s t r u c t o r ,  t h e
A c c o u n t i n g  8  5
Challenge  Problem
frequently involves one
o r  m o r e  o f  t h e
following  topics:

Adjusting
entries for
prepaid
expenses and
unearned
revenues
Depreciation
calculations
using straight-
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line, double-
declining
balance, or
units-of-
production
methods
Inventory
costing under
FIFO, LIFO, and
weighted-
average
methods
Bank
reconciliations
and cash
management
Accounts
receivable
aging and
allowance for
doubtful
accounts

Understanding  which
concept  your  specific
problem  addresses  is
the  first  step  toward
arriving at  the correct
A c c o u n t i n g  8  5
Challenge  Problem
Answers. Always read
the problem statement
carefully  and  identify

the  key  accounting
principles  at  play.

WHY THIS
PROBLEM
MATTERS IN YOUR
ACCOUNTING
STUDIES

Challenge  problems
like the Accounting 8 5
a r e  n o t  m e r e
busywork.  They  serve
a  critical  purpose  in
y o u r  a c c o u n t i n g
educat ion .  These
problems  require  you
t o  s y n t h e s i z e
in fo rmat ion  f rom
multiple  chapters  and
apply  it  in  a  realistic
business  scenario.  By
working  through  the
problem,  you  develop
skills  that  are  directly
transferable  to  real-
world accounting tasks,
such  as  prepar ing
financial  statements,
auditing  transactions,
or managing corporate
books.
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Building
Analytical
Thinking
O n e  o f  t h e  m a i n
reasons  instructors
assign the Accounting
8  5  C h a l l e n g e
Problem is to sharpen
y o u r  a n a l y t i c a l
thinking.  You  must
determine  which  data
is  re levant ,  which
accounting  principles
app ly ,  and  how  to
s e q u e n c e  y o u r
calculat ions.  This
process  mimics  the
decision-making  that
p r o f e s s i o n a l
accountants face daily.
When  you  search  for
the  correct  answers,
you  are  essentially
training  your  brain  to
t h i n k  l i k e  a n
accountant.

Connecti
ng
Theory to
Practice
Textbooks  provide
examples in controlled
settings, but challenge
problems  introduce
c o m p l e x i t y .  F o r
instance,  a  problem
m i g h t  i n c l u d e
transactions that affect
mult ip le  accounts
s i m u l t a n e o u s l y ,
r e q u i r i n g  y o u  t o
consider  the  ripple
effects  of  each  entry.
This  deepens  your
understanding  of  the
double-entry  system
a n d  t h e
i n t e r r e l a t i o n s h i p s
between accounts. The
A c c o u n t i n g  8  5
Challenge  Problem
Answers  are  not  just
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n u m b e r s ;  t h e y
represent  the  logical
outcome  of  applying
G A A P  ( G e n e r a l l y
Accepted  Accounting
Principles) to a specific
situation.

STEP-BY-STEP
APPROACH TO
SOLVING THE
PROBLEM

To arrive at the correct
A c c o u n t i n g  8  5
Challenge  Problem
Answers ,  fol low  a
systematic  process.
Rushing  through  the
problem  is  the  most
common  reason  for
errors. Instead, take a
methodical  approach
that  ensures  accuracy
a n d  b u i l d s  y o u r
understanding.

Step 1:

Read the
Problem
Thorough
ly
Before  making  any
calculations,  read  the
entire problem at least
twice. Take note of the
following elements:

The accounting
period covered
(monthly,
quarterly, or
annual)
The type of
business
(service,
merchandising,
or
manufacturing)
The accounts
involved
(assets,
liabilities, equity,
revenues,
expenses)
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Any adjusting
or closing
entries
required
Specific
instructions
from your
instructor or
textbook

Highlight  or  list  these
i t e m s  b e f o r e
p roceed ing .  Th i s
p r e p a r a t i o n  w i l l
p revent  you  f rom
overlooking  critical
details  later.

Step 2:
Identify
the Core
Accountin
g

Principle
E a c h  c h a l l e n g e
problem is built around
o n e  o r  m o r e  c o r e
p r i n c i p l e s .  A s k
yourself:  Is  this  about
revenue  recognition?
Expense  matching?
Asset  valuation?  Once
y o u  i d e n t i f y  t h e
pr inciple,  you  can
apply the correct rules.
For  example,  if  the
prob lem  invo lves
depreciation, you need
to know which method
the company uses and
whether salvage value
and  useful  l i fe  are
p r o v i d e d .  T h e
A c c o u n t i n g  8  5
Challenge  Problem
Answers  depend
entirely  on  applying
the  right  principle  at
the right time.
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Step 3:
Organize
Your
Work in a
T-Account
or
Workshee

t
Accounting  is  visual.
Using  T-accounts  or  a
worksheet  helps  you
see  the  flow  of  debits
and  credits.  Create  a
simple  grid  or  use  a
spreadsheet  to  track
each account's balance
b e f o r e  a n d  a f t e r
adjustments.  This
organization  makes  it
easier  to  spot  errors
and ensures that your

journal entries balance.
Many  students  find
that  organizing  their
work  this  way  leads
directly  to  the correct
A c c o u n t i n g  8  5
Challenge  Problem
Answers.

Step 4:
Calculate
Step by
Step
P e r f o r m  e a c h
calculation  carefully,
and do not skip steps.
For  instance,  if  the
prob lem  requ i res
c a l c u l a t i n g
depreciat ion  for  a
partial  year,  compute
t h e  f u l l - y e a r
depreciation  first,  then
prorate it.  If  inventory
costing  is  involved,
track  each  purchase
and sale in order. Write
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down  intermediate
results so that you can
verify them later.  This
step-by-step  approach
reduces  the  likelihood
of arithmetic errors.

Step 5:
Verify
Your
Answers
Against
the Given
Informati
on
Once  you  have  your
answers,  cross-check
them  aga ins t  the
problem's  data.  Does
the  net  income  make
s e n s e  g i v e n  t h e
r e v e n u e s  a n d

expenses?  Do  the
ad jus t ing  ent r ies
balance?  If  something
seems  off,  revisit  your
a s s u m p t i o n s .
Sometimes, the correct
A c c o u n t i n g  8  5
Challenge  Problem
Answers  are  not  the
most  obvious  ones.
Verification  is  your
safeguard  against
mistakes.

COMMON
MISTAKES AND
HOW TO AVOID
THEM

Even  exper ienced
accounting  students
can  stumble  on  the
A c c o u n t i n g  8  5
Challenge  Problem.
B e i n g  a w a r e  o f
common  errors  will
help  you  avoid  them.

Misinterp
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reting the
Accountin

g Period
One  frequent  mistake
is  applying  the  wrong
t ime  f rame.  I f  the
problem covers a fiscal
year but you calculate
as if it were a calendar
year, your answers will
be  incorrect.  Always
confirm the  period  and
adjust  your  entries
accordingly.  This  is
especially  important
for  problems involving
prepaid  expenses,
unearned  revenues,
and  depreciation.

Forgettin
g to

Adjust for
Beginning
Balances
M a n y  c h a l l e n g e
prob lems  prov ide
beginning  balances  in
certa in  accounts .
Ignoring these can lead
to errors. For example,
if  the  allowance  for
doubtful  accounts
already  has  a  credit
balance,  the  adjusting
entry must account for
that  existing  balance.
The  Accounting  8  5
Challenge  Problem
Answers will be wrong
i f  y o u  d o  n o t
incorporate  beginning
balances  properly.

Mixing Up
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Debit and
Credit

Rules
Under the double-entry
s y s t e m ,  e v e r y
transaction  affects  at
least  two  accounts.  A
c o m m o n  e r r o r  i s
c o n f u s i n g  w h i c h
account  should  be
debited  and  which
should  be  credited.
Remember  the  basic
ru les :  asse ts  and
expenses increase with
debits, while liabilities,
equity,  and  revenues
increase  with  credits.
Keeping a cheat sheet
nearby  can  help  until
these  rules  become
second  nature.

Rounding

Errors in
Depreciat
ion or
Inventory
Calculatio
ns
When  ca lcu la t ing
d e p r e c i a t i o n  o r
i n v e n t o r y  c o s t s ,
rounding can introduce
small  discrepancies
that  compound  over
multiple  calculations.
To  avoid  this,  keep
your  ca lcu lat ions
precise  until  the  final
step.  If  the  problem
specifies  rounding  to
the  nearest  dollar,
apply rounding only at
the  end.  This  ensures
that  your  Accounting
8  5  C h a l l e n g e
Problem Answers are
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a s  a c c u r a t e  a s
possible.

REAL-WORLD
APPLICATIONS OF
THESE CONCEPTS

The skills you develop
b y  s o l v i n g  t h e
A c c o u n t i n g  8  5
Challenge  Problem
extend far beyond the
c l a s s r o o m .  I n
p r o f e s s i o n a l
accounting,  you  will
r e g u l a r l y  m a k e
adjust ing  entr ies,
calculate  depreciation,
and  value  inventory.
M a s t e r i n g  t h e s e
concepts now will give
you a competitive edge
in the job market.

Adjusting
Entries in
Practice
Every  company  that
prepares  accrual-basis

financial  statements
must  record  adjusting
entries  at  the  end  of
each  per iod .  Th is
ensures that  revenues
are  recognized  when
earned  and  expenses
are  matched  to  the
periods  they  benefit.
Whether you work for a
m u l t i n a t i o n a l
corporation or a small
business, you will need
to apply the same logic
y o u  u s e  i n  y o u r
challenge  problem.

Depreciat
ion and
Asset
Managem
ent
Depreciation  is  a  key
component  of  financial
repor t ing  and  tax
p l a n n i n g .



12

12 Accounting 8 5 Challenge Problem
Answers

2025-09-02

Understanding  how  to
calculate  depreciation
under  different
methods allows you to
a d v i s e  o n  a s s e t
purchases,  budgeting,
and tax strategies. The
A c c o u n t i n g  8  5
Challenge  Problem
Answers often involve
depreciation,  making
this a valuable skill  to
develop.

Inventory
Valuation
and
Profitabili
ty
Inventory  cost ing
methods directly  affect
cost of goods sold and
n e t  i n c o m e .  I n
industries  like  retail
and  manufacturing,
choosing  between

F I F O ,  L I F O ,  a n d
weighted-average  can
have  significant
financial  implications.
By  working  through
i n v e n t o r y - r e l a t e d
challenge  problems,
you  gain  insight  into
how  these  choices
impact  financial
statements.

TIPS FOR
STUDYING AND
RETAINING THE
MATERIAL

To  truly  master  the
A c c o u n t i n g  8  5
Challenge  Problem,
you  need  more  than
just  the  answers.  You
need to understand the
underlying concepts so
that  you  can  apply
them  to  any  problem
you  encounter  in  the
future.
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Practice
with
Variation

s
Once  you  solve  the
original  problem,  try
modifying  it.  Change
the numbers, alter the
accounting method, or
extend the time period.
Th is  p ract i ce  w i l l
r e i n f o r c e  y o u r
understanding  and
prepare you for  exam
questions  that  may
differ  slightly  from  the
textbook  version.  The
more  variations  you
attempt,  the  more
i n t u i t i v e  t h e
A c c o u n t i n g  8  5
Challenge  Problem
Answers  will  become.

Teach
Someone
Else
Explaining the problem
to a classmate or study
partner  is  one  of  the
most  effective  ways  to
s o l i d i f y  y o u r
knowledge.  When  you
teach,  you  identify
g a p s  i n  y o u r  o w n
understanding  and
d e v e l o p  c l e a r e r
explanations.  This
process also helps you
remember  the  steps
for  future  problems.

Use
Mnemoni
cs and
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Visual
Aids
Accounting  involves
m a n y  r u l e s  a n d
classifications.
Mnemonics  can  help
you recall the order of
financial  statements,
the  classification  of
accounts, or the steps
in  the  account ing
cycle.  Visual  aids  like
flowcharts  and  T-
account diagrams also
reinforce your learning
and  make  complex
p r o b l e m s  m o r e
manageable.

CONCLUSION

The  Accounting  8  5
Challenge  Problem
Answers  are  more
than  j u s t  a  se t  o f
numbers to submit for
a  g r a d e .  T h e y
represent  a  deeper
understanding  of  core

accounting  principles
that  wil l  serve  you
t h r o u g h o u t  y o u r
a c a d e m i c  a n d
professional career. By
a p p r o a c h i n g  t h e
problem  methodically,
avo id ing  common
pitfalls, and connecting
the  concepts  to  real-
world applications, you
c a n  t r a n s f o r m  a
c h a l l e n g i n g
ass ignment  into  a
valuable  learn ing
experience. Remember
that  every  accounting
professional  started
where  you  are  now,
working  through  the
s a m e  t y p e s  o f
problems and building
the same foundational
skills.  With  patience,
practice,  and  a  clear
strategy,  you  will  not
only  find  the  correct
answer s  bu t  a l so
develop the confidence
t o  t a c k l e  a n y
accounting  challenge
that  comes  your  way.


