UIL  ACCOUNTING

State A-9674 (Spring 1997)
Group 1

Items 1 through 11 are some of the accounts of Basalt Co., Inc.  Indicate in which section of the classified financial statements each item would be found.  Use the following code and write the identifying letter of the best response on your answer sheet.

     A.  Administrative Expense 

F. Long-Term Liability

     B.  Cost of Merchandise Sold
G. Other Revenue and Expense

     C.  Current Asset


H. Plant and Equipment

     D.  Current Liability


 I. Revenue and Sales

     E.  Investments



J. Stockholders’ Equity

  1. Gain on Plant Assets

  2. Unearned Fees

  3. Retained Earnings

  4. Accumulated Depreciation—Equipment

  5. Interest Expense

  6. The Slate Co. Inc., (stock)

  7. Paid-in Capital in Excess of Par

  8. Prepaid Insurance

  9. Allowance for Uncollectible Accounts

10.  Interest Receivable

11.  Dividends Payable

Group 2

For questions 12 through 19, write on your answer sheet how the account is closed using the code: 




 DR=debit
 CR=credit   
   NC=not closed

12.  Income Summary (net loss)

13.  Utilities Expense

14.  Paid-in Capital in Excess of Par

15.  Sales Discounts

16.  Accumulated Depreciation, Equipment

17.  Cash Short & Over (cash short balance)

18.  Purchases Returns & Allowances

19.  Dividends—Common
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Group 3

Presented below is a portion of the comparative income statement for The Marble Co., Inc.   For questions 20 through 24, write the correct amount or percentage on your answer sheet.  All percentages must be expressed as a percent (not a decimal), percentages must be rounded to the nearest tenth of a percent, and decreases in dollars and percentages must be shown in brackets.

The Marble Co., Inc.

Comparative Income Statement

For the Years Ended December 31, 1996 and 1995

	
	Increase (Decrease)

	
	1996 over 1995

	
	1996
	1995
	Dollars
	Percentage

	Net Sales
	725,480
	
	114,220
	

	Cost of Merchandise Sold
	
	354,530
	51,740
	

	Gross Profit on Sales
	319,210
	
	
	       24.3

	Total Operating Expenses
	
	133,312
	
	       44.3

	Operating Income
	126,870
	123,418
	
	

	Other Revenue
	3,580
	
	960
	

	Other Expense
	
	550
	
	      (40.0)

	Net Income
	
	
	
	


20.  What is the amount of gross profit on sales for 1995?

21.  What is the dollar amount of increase or decrease for total operating expenses?

22.  What is the gross profit percentage for 1996 based on net sales?

23.  What is the percentage of net income to net sales for 1996?

24.  What is the dollar amount of net income for 1995?

For questions 25 through 28 write “YES” on your answer sheet if the answer is yes.  Write “NO” if the answer is no.

25.  Is the percentage of increase (decrease) for net sales 15.7%?

26.  Is the percentage of increase (decrease) for operating income 2.8%?

27.  Is the percentage of increase (decrease) for other revenue (36.6)%?

28.  Is the dollar amount of increase (decrease) for other expenses  $(1,375)?
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Group 4

Becky Stone, Rocky Pierce, and Mary Flint have decided to form a partnership.  The partners plan to invest the following assets in the business:

	
	STONE
	PIERCE
	FLINT

	Cash
	50,000
	
	75,000

	Supplies
	15,000
	
	

	Equipment
	75,000
	
	25,000

	Building
	
	         135,000
	

	Land
	
	           25,000
	


For questions 29 through 31 write the correct amount on your answer sheet.

29.  If the net income of the partnership is $81,000 and the partnership agreement

      does not state how net income is to be divided, what amount of net income

      should be allocated to Rocky Pierce?

30.  If the partners Stone, Pierce, and Flint share net income 2:2:1 and the net income

      is $60,000, what amount of net income should be allocated to Mary Flint?

31.  If the partners share net income in the same ratio as the beginning balances of

      their capital accounts, and net income is $85,000, what amount of net income

      should be allocated to Becky Stone?

Group 5

For  items 32 through 40 indicate which of the following accrual or deferral categories each item represents.  Use the following code and write the correct identifying letter on your answer sheet.




A. Prepaid Expense

C. Accrued Expense
                      B. Unearned Revenue

D. Accrued Revenue

32. Salaries for the last three days in the fiscal period that are owed but not paid

33. Fees collected in advance by a CPA for a future audit

34. A two-year premium paid in the current period on an insurance policy

35. Fees due for the completed tax return prepared by a CPA

36. Cash received by a ballpark for season tickets to all home baseball games

37.  Office supplies purchased in the current period that have not been used

38.  Interest on an interest-bearing note receivable that matures in the next fiscal

      period

39.  Property taxes incurred for the last month in the fiscal period that are due to be

      paid in the next fiscal period

40.  Interest on an interest-bearing note payable due in the next fiscal period
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Group 6

For each of the following situations, indicate the condition of the accounts before the necessary adjusting entry is made. (N/A represents “not applicable”.)

41.  A prepaid expense initially recorded in an asset account was used in the current

      period.




Assets
Liabilities
Revenue
  Expense
A.        understated            N/A               N/A         overstated

B.          overstated            N/A               N/A         understated

C.          overstated            N/A         overstated          N/A

D.               N/A          understated          N/A         understated

42.  A revenue has been earned in the current period, is not received, and has not

      been recorded.




Assets
Liabilities
  Revenue
    Expense
A.        understated            N/A           overstated            N/A

B.          overstated            N/A          understated     understated

C.               N/A          understated     understated           N/A

D.        understated            N/A          understated           N/A

43.  An unearned revenue initially recorded in a liability account has been earned by

      the end of the current period.




Assets
Liabilities 
   Revenue
     Expense
A.              N/A            overstated       understated          N/A

B.          overstated            N/A           understated          N/A

C.              N/A           understated            N/A             overstated

D.              N/A           understated       overstated           N/A

44.  An expense was incurred in the current period, is not paid, and has not been

      recorded.




Assets
Liabilities
    Revenue
      Expense
A.         overstated            N/A                  N/A            overstated

B.         overstated      understated           N/A                  N/A

C.               N/A           understated           N/A           understated

D.               N/A            overstated       understated          N/A
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Group 7

The cash account and bank records of Sandstone Co. show the following related items for 1996:

1.  The June 30 bank reconciliation indicated that deposits in transit total $750.  

      During July the general ledger account Cash shows deposits of $30,840, but 

      the bank statement indicates that only $25,380 in deposits were received 

      during the month.

2.  The June 30 bank reconciliation also reported outstanding checks of $1,120.

      During the month of July, Sandstone Co. books show that $26,110 of checks 

      were issued, yet the bank statement showed that $23,750 of checks cleared 

      the bank in July.

3.  In September deposits per the bank statement totaled $35,690, deposits per

     books were $34,980, and deposits in transit on September 30 were $1,690.

4.  In September cash disbursements per books were $27,420, checks clearing

     the bank were $25,200, and outstanding checks on September 30 were $2,820.

There were no other miscellaneous bank debits or credits, and no errors were made by either the bank or Sandstone Co.  Assume that all items in transit or outstanding for one month cleared the bank in the month immediately following.

For questions 45 through 48 write the correct amount on your answer sheet.

45.  In Item 1, what were the deposits in transit on July 31?

46.  In Item 2, what were the outstanding checks on July 31?

47.  In Item 3, what were the deposits in transit on August 31?

48.  In Item 4, what were the outstanding checks on August 31?
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Group 8

The following account balances were taken from the end of fiscal year financial statements of the Conglomerate Corporation for December 31, 1996:

	Cash in Bank
	42,500
	
	Accounts Payable
	106,000

	Accounts Receivable
	125,500
	
	Federal Income Tax Payable
	7,500

	Merchandise Inventory
	127,600
	
	Dividends Payable (due 2-15-97)
	5,000

	Prepaid Expenses
	16,400
	
	Sales Taxes Payable
	1,500

	
	
	
	Long Term Notes Payable (due 2-1-98)
	45,000


For questions 49 through 51 write the correct amount or ratio on your answer sheet.  Ratios should be rounded to the nearest tenth and expressed as in this example:   2 to 1.

49.  What is the amount of working capital?

50.  What is the quick ratio?

51.  What is the current ratio?

Group 9

Refer to the information provided in Table 1 on page 10.  You may remove the table page from the staple for convenience.    For items 52 through 61, if the statement is true, write “TRUE” on your answer sheet.  If it is false, write “FALSE.”

52.  The debit and credit amount of the transaction of April 1 is $1,080.

53.  The entry of April 10 includes a credit to Cash.

54.  The entry of May 15 includes a credit to Cash and a debit to Dividends Payable—

      Common.

55.  The entry of June 1 includes a credit of $100,000 to the account called 

       9% Preferred Stock.

56.  The entry to record the issuance of 5,000 shares of common stock includes a

      credit to Common Stock for $140,000.

57.  Net income is closed to Retained Earnings.

58.  The two dividend accounts are closed to Paid-out Capital in Excess of Par.

59.  The statement of stockholders’ equity for December 31, 1996 would include

       Common Stock $2,625,000.

60.  The account Paid-in Capital in Excess of Par should not be listed on the Post-

      Closing Trial Balance.

61.  From January 1, 1996 through January 1, 1997 the Retained Earnings account

      had an overall increase of $948,000.
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Group 10

Refer to the data for Limestone Co. in Table 2 on page 11.  You may remove the table page from the staple for convenience.  For questions  62 through 69, write the identifying letter of the best response on your answer sheet.

62.  The maturity date of the Diamond Co. note is

A.  June 30, 1996

D. August 29, 1996

B.  July 31, 1996

E. August 30, 1996

C.  August 28, 1996

F. September 28, 1996

63.  The balance in Interest Receivable on June 30, 1996 includes interest on the

A.  Granite Co. note for $120.00

B.  Lignite Co. note for $52.80

C.  Diamond Co. note for $2.25

D.  Lignite Co. note for $52.80, Granite Co. note for $77.75, and Diamond Co.

      note for $2.25

64.  In July 1996 Granite Co. paid the maturity value of the note.  On that date the

      entry made by Limestone Co. included the following:





Interest Receivable

Interest Income

A.


         no entry

 credit $120.00

B.                               no entry
           credit $6,120.00

C.                          credit $120.00                        no entry

D.                           credit $80.00                   credit $40.00

E.                           credit $40.00                   credit $80.00

65.  On the maturity date in July, the Lignite Co. paid to the Limestone Co. the

      maturity value.  Limestone’s entry included:


     Interest Receivable     Interest Income     Note Receivable     Cash
A.         no entry                       credit                      credit              debit

B.           credit                         credit                       debit              debit

C.           credit                         credit                       credit             debit

D.           credit                         credit                      no entry          debit

66.  On July 31, 1996 immediately before end-of-year closing entries, the balances

      in the following accounts were:




Interest Receivable

Interest Income
A.                      zero                               $75.20

B.                      zero                              $208.00

C.                  $132.80                            $132.80

D.                   $69.75                           $1,007.35

E.                      zero                              $937.60

F.                   $69.75                             $144.95
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67.  On July 31, 1996 immediately after closing entries have been posted, the balances

      in the following accounts were:




Interest Receivable

Interest Income
A.              a debit amount                        zero

B.                       zero                                zero

C.              a credit amount                 a debit amount

D.              a debit amount                  a credit amount

68.  On August 1, 1996 after any necessary reversing entries are posted, the balances

      in the following accounts were:




Interest Receivable

Interest Income
A.                        zero                          $69.75 debit

B.                        zero                       $1,007.35 debit

C.                        zero                                 zero

D.                 $75.20 credit                   $75.20 debit

E.                 $69.75 credit                   $69.75 debit

69.  When Diamond Co. pays the maturity value on the due date, Limestone’s entry

      will include the following:


     Interest Receivable       Interest Income       Note Receivable            Cash
A.     $69.75 credit               $65.25 credit            $9,000 credit         $9,135 debit

B.          no entry                    $135 credit             $9,000 credit         $9,135 debit

C.     $69.75 credit               $65.25 credit                no entry              $135 debit

D.     $65.25 credit               $69.75 credit            $9,000 credit         $9,135 debit

Group 11

Refer to the data in Table 3 on page 12 and the worksheet on page 13.  You may remove the pages from the staple for convenience.  For questions 70 through 76, write the correct amount for each of the following on your answer sheet.

70.  What is the amount of depreciation expense to be recorded on May 1, 1996 for

      the $60,000 piece of equipment sold on May 1?

71.  What is the amount of the gain on the sale of the $60,000 asset sold on May 1?

72.  What is the amount of accumulated depreciation on the building on 1-1-97?

73.  What is the amount of depreciation expense recorded on December 31, 1996 for

      the equipment owned on that date?

74.  What is the amount of accumulated depreciation on the equipment on 1-1-97?

75.  What is the amount of “Total Plant and Equipment Assets” that will be shown on 

      the December 31, 1996 balance sheet?

76.  What amount of depreciation expense on the buildings and equipment will be

      shown on the income statement for the year ended December 31, 1996? 
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Continue to refer to the data in Table 3 on page 12.  For questions 77 through 80, write the identifying letter of the best response on your answer sheet.

77.  The sale entry on May 1 includes the following:


                                        Accumulated

                                               Depreciation         Gain on           Loss on


                  Equipment       Equipment        Plant Assets   Plant Assets
A.                   credit                debit                 no entry            debit

B.                   credit                debit                   credit             no entry

C.                   credit              no entry              no entry          no entry

       D.                   debit                credit                  credit             no entry

78.  The sale entry on May 1 includes a

A.  credit to Cash for $7,000

B.  debit to Accumulated Depreciation—Equipment for $54,000

C.  debit to Accumulated Depreciation—Equipment for $56,000

D.  credit to Fees Earned for $3,000

79.  The entry on June 1 has the following affect on the accounts:



     Cash
     Land        
    Accum. Depr. Eq
      Gain on Plant Assets
A.    increase       decrease               no entry
                decrease

B.    increase        increase              decrease                         increase

C.    decrease      decrease               no entry                          no entry

D.    increase       decrease               no entry                          increase

80.  The entry on December 30, 1996 to record the disposal of an asset has the

       following affect on the accounts:



     Cash           Equipment      Accum. Depr. Eq.       Loss on Plant Assets
A.    no entry          decrease             increase                          increase

B.    increase         decrease             decrease                         decrease

C.    no entry          decrease             decrease                         no entry

D.    no entry          increase               no entry                          increase

THIS IS THE END OF THE TEST QUESTIONS.  PLEASE HOLD YOUR TEST AND ANSWER SHEET UNTIL THE CONTEST DIRECTOR CALLS FOR THEM.

THANK YOU!
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TABLE  1

(for questions 52 through 61)
The following balances appeared in the general ledger accounts of Obsidian, Inc., on January 1, 1996, the beginning of the fiscal period:

	9% Preferred Stock ($100 par)
	$1,200,000

	Common Stock ($25 par)
	2,500,000

	Paid-in Capital in Excess of Par
	400,000

	Retained Earnings
	1,950,000

	Dividends—Preferred
	0

	Dividends—Common
	0


Obsidian, Inc. is authorized to issue 20,000 shares of $100 par, 9% preferred stock and 500,000 shares of $25 par common stock.

The following transactions occurred in 1996:

April 1
    Declared the annual cash dividend on the preferred stock issued, payable

               on May 15.

April 10   Declared the annual cash dividend of $3 per share on the common stock

               issued, payable May 20.

May 15    Paid the preferred stock cash dividend.

May 20    Paid the common stock cash dividend.

June 1     Issued 1,000 shares of 9% preferred stock at $100 per share.

July 15    Issued 5,000 shares of common stock at $28 per share.

Dec. 31   Closed the net income for the year of $948,000 from Income Summary to

               the appropriate account.

Dec. 31   Closed the two dividend accounts.
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TABLE  2

(for questions 62 through 69)

The Limestone Co. adjusts its books monthly using the accrual basis of accounting and closes its books at the end of its fiscal year which is July 31.  The company records any necessary reversing entries on the first day of each new fiscal year.  On June 30, 1996, selected ledger accounts with normal balances were:

	Notes Receivable
	19,800.00

	Interest Receivable
	132.80

	Interest Income
	862.40


Notes Receivable on June 30, 1996 include the following interest-bearing notes:

	Date Issued
	Maker
	Face
	Term
	Interest Rate

	May 21, 1996
	Granite Co.
	$6000
	60 days
	12%

	May 25, 1996
	Lignite Co.
	$4800
	60 days
	11%

	June 30, 1996
	Diamond Co.
	$9000
	60 days
	           9%


No new notes were issued in July or August 1996.  The company calculates interest using 360 days in a year.

Calendar Reference 1996

	Month
	# of Days

	April
	30

	May
	31

	June
	30

	July
	31

	August
	31

	September
	30
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TABLE   3

(for questions 70 through 80)

On December 31, 1995 the Quartz Co. reported the following in the plant and equipment section of the balance sheet:



Plant and Equipment Assets:


Land








$  30,000



Buildings





$260,000     



Less: Accumulated Depreciation


    58,500         201,500



Equipment





$400,000



Less: Accumulated Depreciation


  360,000           40,000




Total Plant and Equipment Assets


$271,500












 =======

The accountant prepared simple plant asset records on page 13 which are incomplete.

The Quartz Co. uses straight-line depreciation for buildings and equipment.  The building is estimated to have a 40-year useful life and no salvage value; the equipment is estimated to have a 10-year useful life and no salvage value.

The general ledger is closed at the end of the fiscal year (December 31).  Depreciation expense is recorded at the end of the year on all assets owned at that time.   Depreciation is recorded at the time of disposal for the portion of the year the asset was owned.

During 1996 the following selected cash transactions occurred:

April 1     Purchased land for $220,000.

May 1     Sold equipment that cost $60,000 at a sales price of $7,000.

June 1    Sold land for $20,000 which originally cost $5,000.

July 1      Purchased equipment for $120,000.

Dec.  30  Discarded equipment that cost $200,000 when purchased which is not


         repairable and received no salvage value.

Dec. 31   Recorded 1996 depreciation on all assets
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Depreciation Worksheet
(for questions 70 through 80)

(This page will not be reviewed by contest graders.)

	Building

Purchased 1-1-87
	Accumulated

Depreciation
	Cost

	
	
	$260,000

	Through 12-31-95
	
	

	Depreciation for 1996
	
	

	Through 12-31-96
	
	


	Equipment—Machine

Purchased 1-1-87
	Accumulated

Depreciation
	Cost

	
	
	$  60,000

	Through 12-31-95
	
	

	Depreciation for 1996
	
	

	Through 12-31-96
	
	


	Equipment—Drill Press

Purchased 1-1-87
	Accumulated

Depreciation
	Cost

	
	
	$200,000

	Through 12-31-95
	
	

	Depreciation for 1996
	
	

	Through 12-31-96
	
	


	Equipment—Lathe

Purchased 1-1-87
	Accumulated

Depreciation
	Cost

	
	
	$140,000

	Through 12-31-95
	
	

	Depreciation for 1996
	
	

	Through 12-31-96
	
	


