





UIL ACCOUNTING


State A-9894 (Spring 1999)





Group 1


For questions 1 through 12, write on your answer sheet how each account is closed (or not closed) at the end of the fiscal year using the following code: 





				   DR=debit    CR=credit    NC=not closed





1. Income Summary (net loss)			7. Interest Income


2. Retained Earnings				8. Payroll Tax Expense


3. Interest Receivable				9. Accumulated Depreciation—Equip.


4. Dividends—Common			         10. Sales Discounts


5. Unearned Fees				         11. Paid-in Capital in Excess of Par


6. Allowance for Uncollectible Accounts	         12. Dividends Payable








Group 2


Use the following information to answer questions 13 through 15 by writing the identifying letter of the best response on your answer sheet.





�
12-31-97�
12-31-98�
�
Current Assets�
21,600�
28,080�
�
Current Liabilities�
18,000�
18,720�
�



13. The company’s current ratio for each year was:


			12-31-97		12-31-98


	A.		      .83		    .67


	B.		      .83		    1.5


	C.		      1.2		    1.5


	D.	 	      1.2		    .67





14. The company’s net increase (decrease) in working capital from 1997


	to 1998 was:


	A. $3,600		D. $(5,760)


	B. $(3,600)		E. $9,360


	C. $5,760		F. $(9,360)





15. Current assets increased from 1997 to 1998 by what percent?


	A. 1.6%		B. 3.0%	C. 4.0%	D. 23%	E. 30%	F. 40%
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Group 3


For questions 16 through 37, on your answer sheet, write the identifying letter(s) of the correct account(s) to be debited and credited for each transaction.





Some answers will include multiple accounts.  The order in which you write the identifying letters in an answer is not considered in grading.  However, all accounts in an answer must be correct in order for the answer to be correct.





A.�
Accounts Receivable�
J.�
Interest Payable�
�
B.�
Accum. Depr.—Office Equip.�
K.�
Interest Receivable�
�
C.�
Allow. for Uncollectible Accounts�
L.�
Loss on Plant Assets�
�
D.�
Cash in Bank�
M.�
Notes Payable�
�
E.�
Collection of Uncollectible Accounts�
N.�
Notes Receivable�
�
F.�
Depreciation Expense�
O.�
Office Equipment�
�
G.�
Gain on Plant Assets�
P.�
Rent Income�
�
H.�
Interest Expense�
Q.�
Uncollectible Accounts Expense�
�
 I.�
Interest Income�
R.�
Unearned Rent�
�






The question numbers are listed in the appropriate debit and credit columns.





Debit�
Credit�
Transaction�
�



16.�



17.�
Received cash for the maturity value of a note receivable. (The loan was made and repaid in the same fiscal period.)�
�
18.�
19.�
Recorded adjusting entry for accrued interest income.�
�
20.�
21.�
Issued a 3-month note to the bank.�
�



22.�



23.�
Paid cash for the maturity value of a note payable.  (The loan was made and repaid in the same fiscal period.)�
�
24.�
25.�
Recorded annual depreciation on office equipment.�
�



26.�



27.�
Sold office equipment for less than book value, all depreciation recorded.�
�



28.�



29.�
Using the direct write-off method, wrote off customer’s account as uncollectible.�
�



30.�



31.�
Using the allowance method, recorded adjustment for uncollectible accounts expense.�
�



32.�



33.�
Using the allowance method, wrote off customer’s account as uncollectible.�
�
34.�
35.�
Recorded reversing entry for accrued interest income.�
�



36.�



37.�
Correcting entry for unearned rent initially recorded as rental revenue.�
�
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Group 4


Use the following information (arranged in alphabetical order) to answer questions 38 through 43.  Write the correct amount on your answer sheet.








�
Amount�
Question �
�
beginning inventory�
?�
#38�
�
cost of delivered merchandise�
20,400�
�
�
cost of merchandise available for sale�
22,540�
�
�
cost of merchandise sold�
?�
#39�
�
ending inventory�
?�
#40�
�
gross profit�
8,650�
�
�
net purchases�
18,740�
�
�
net sales�
26,940�
�
�
purchases�
?�
#41�
�
purchases discounts�
?�
#42�
�
purchases returns and allowances�
970�
�
�
sales�
28,520�
�
�
sales discounts�
?�
#43�
�
sales returns and allowances�
1,020�
�
�
transportation in�
625�
�
�






Group 5


For questions 44 through 51, on your answer sheet, write TRUE if the statement is true; write FASLE if it is false.





44. The cost of the ending inventory affects the cost of merchandise sold amount on 


	an income statement.


45. The higher the ending inventory, the lower the cost of merchandise sold amount.


46. The higher the ending inventory, the lower the net income amount.


47. During a period of rising prices, the FIFO inventory costing method usually will


	result in the lowest cost of merchandise sold.


48. During a period of rising prices, the LIFO inventory costing method usually will


	result in the lowest net income.


49. During a period of decreasing prices, the LIFO inventory costing method usually


	will result in the lowest cost of merchandise sold.


50. In the lower of cost or market inventory costing method, if the unit price cost is


	higher than the current market price, the inventory cost is reduced to the market 


	price.


51. During a period of increasing prices, the weighted-average inventory costing


	method will give the lowest cost of merchandise sold amount.
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Group 6


Refer to the data in Table 1 on page 9.  You may remove the table page from the staple for convenience.  For questions 52 through 61, write the identifying letter of the best response on your answer sheet.





52. The journal entry on 7-15-98 made by the bookkeeper:


	A. is correct


	B. should have credited Accounts Receivable


	C. should have credited Sales


	D. should have credited Income Summary





53. The correct adjusting entry amount is:


	A. $40	B. $130	C. $770	D. $900	E. $3,600





54. The reversing entry on 10-1-98 made by the bookkeeper:


	A. is correct


	B. should have credited Income Summary for $900


	C. should have credited Allowance For Uncollectible Accounts and for some other 


		amount


	D. should have credited Interest Income and for some other amount


	E. should have credited Interest Receivable for some other amount





55. The face value of the note is:


	A. the same as the maturity value


	B. the same as the debit to Accounts Receivable on 6-13-98.


	C. $40,000


	D. both B and C





56. The maturity date of the note is:


	A. June 13, 1998		D. September 30, 1998


	B. July 15, 1998		E. October 13, 1998


	C. September 11, 1998	





57. The maturity value of the note is:


	A. $40,040       B. $40,130       C. $40,770       D. $40,900       E. $43,600





58. If the entries on June 13 and July 15 and the adjusting entry had been journalized


	and posted correctly, the normal balances of the following accounts on 9-30-98 


	would have been:


		    	     Note		  Interest		   Interest


			Receivable		Receivable		   Income


     	A.		  $40,900		     $770	    	     $770 


	B.		  $40,000		     $900		     $900


	C.		  $40,000		     $770		     $770


	D.		  $40,770		      zero		     $770


	E.		  $40,900		      zero		     $900
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59. If the entries on June 13 and July 15 and the adjusting and closing entries had been


	journalized and posted correctly, the normal balances of the following accounts on 


	9-30-98 would have been:


			     Note		   Interest		Interest


			Receivable		Receivable		Income  


	A. 	  $40,770		     zero		   zero


	B. 	  $40,000		    $770		   zero


	C.		  $40,000		     zero	   	   zero


	D.		  $40,900		    $770		  $770


	E.		  $40,000		    $900		  $900





60. If all entries including the reversing entry on October 1, 1998 had been journalized


	and posted correctly, the normal balances of the following accounts immediately 


	before the receipt of the maturity value would have been:





			     Note		   Interest		Interest


			Receivable		Receivable		Income  


	A.		  $40,900		     $770		$770 credit


	B. 	  $40,000		      zero		    zero


	C.		  $40,770		      zero		$130 credit


	D.		  $40,000		     $900		    zero


	E.		  $40,000		      zero		$770 debit





61. If all entries had been journalized and posted correctly through October 1, 1998, the 


	entry to record the receipt of the maturity value on the maturity date would include:





			Debit/Credit		        Account		Amount


	A.		     debit		  Interest Income		   $770


	B.		     debit		Notes Receivable		$40,000


	C. 	     credit		  Interest Income		   $130


	D.		     credit		Interest Receivable		   $770


	E.		     credit		  Interest Income		   $900


	F.		     credit		Interest Receivable		   $900





Group 7


For items 62 through 70, refer to the information provided in Table 2 on page 10.  For items 62 through 66, on your answer sheet, write TRUE if the statement is true; write FALSE if it is false.





62. The journal entry on November 1 includes a credit to Common Stock for $15,000.


63. The journal entry on September 1 includes a credit to Common Stock for $10,000.


64. The journal entry on August 1 includes a debit to Cash and a credit to 8% Preferred


	Stock.


65. When the common stock dividend is declared, Cash in Bank is credited.


66. When the preferred stock dividend is declared, the account debited is Retained


	Earnings.
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Continue to refer to Table 2.  For items 67 through 70, write on your answer sheet the correct amount of the beginning balance as of January 1, 1998 for each of the following accounts:





67. 8% Preferred Stock


68. Common Stock


69. Paid-in Capital in Excess of Par—Common


70. Retained Earnings





Group 8


For questions 71 through 80, write the identifying letter of the best response on your answer sheet. 





71. The following transactions occurred during May:


		1) Received $700 cash for photography services provided to a customer during


		    the month.


		2) Performed photography services of $900.  The customer had paid $900 as a


		    deposit in April.


		3) Received $800 from a customer in partial payment of his account receivable


		    which arose as a result of work performed during April.


		4) Performed photography services to a customer on credit, $500.


		5) Borrowed $2,500 from the bank by signing a promissory note.


		6) Received $1,000 from a customer in payment for services to be performed in


		    July.


	


	What were the total amounts credited to the following accounts for the month of  


	May?


		     Fees	Unearned


		   Earned	    Fees


	A.    $3,900	     zero


	B.    $1,200	   $1,900


	C.    $2,100	   $1,000


	D.    $2,000	   $1,000


	E.    $2,100	   $100





72. Using the allowance method, the book value of accounts receivable is $26,400 


	before the write off of a $1,400 account.  What is the accounts receivable book 


	value after the write off?


	A. $26,400       B. $27,800       C. $25,000       D. some other amount





73.  A $50 petty cash fund has cash of $10 and vouchers for $40.  The entry to


	replenish the fund would contain a


	A. debit to Cash for $40


	B. credit to Cash for $40


	C. debit to Petty Cash for $40


	D. credit to Petty Cash for $40
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74. The following is an alphabetical list of a company’s accounts and their unadjusted


	(normal) balances.





Accounts Payable�
4,500�
�
Rent Expense�
4,500�
�
Accounts Receivable�
6,000�
�
Revenue�
33,000�
�
Accum. Depr.--Equip�
4,500�
�
Supplies�
7,500�
�
Cash in Bank�
9,000�
�
The Owner, Capital�
19,500�
�
Equipment�
12,000�
�
The Owner, Drawing�
4,500�
�
Notes Payable�
3,000�
�
Wages Expense�
15,000�
�
Prepaid Insurance�
6,000�
�
�
�
�



	Based on the following information, what are the totals of the Adjusted Trial 


	Balance columns of a work sheet?


			1) Estimated depreciation of equipment, $3,000


			2) Expired insurance, $2,500


			3) Unused supplies per physical inventory, $4,000


			4) Earned but unpaid wages, $4,500





	A. $15,000       B. $69,000       C. $70,000       D. $72,000     E. $75,000





75. Merchandise was sold on account for $5,000 with terms of 3/10, n/30, with a


	subsequent sales return of $200.  If payment is received within the discount


	period, net sales as a result of the above transactions would be:


	A. $4,650       B. $4,656       C. $4,800       D. $4,850       E. $5,000





76. Complete the following bank reconciliation:


Barry Ashmore Company


Bank Reconciliation


June 30, 1998


		


		Book balance of Cash	$7,085	Bank statement balance   $6,205


								Deposit of June 30	              (b)


								Bank Error (overcharge


									        on NSF fee)	      10


		Service Charge		       10 					   (c)


		NSF Check			     (a)	 	Outstanding Checks	    725





		Reconciled Balance		$6,750	Reconciled Balance		$  (d)  .  





	A.  a = $325     b = $190        c = $6,025        d = $6,750


	B.  a = $325     b = $1,260     c = $7,475        d = $6,750


	C.  a = $325     b = $1,200     c = $6,025        d = $6,750


	D.  a = $345     b = $1,595     c = $7,810        d = $7,085


	E.  a = $345     b = $1,260     c = $7,475        d = $6,750
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77. Warner Company bought an automobile on September 1, 1998.  The automobile 


	cost $9,000, had a salvage value of $600 and a useful life of 5 years.  How much


	depreciation expense should Warner Company record for the year ended


	December 31, 1998, using the straight-line method?


	A. $420       B. $560       C. $600       D. $1,680       E. $1,800





78. Wacky Company’s employees had the following earnings records at the close of the


	March 31 payroll period:         Earnings Through             Earnings This


					  	  Last Pay Period                  Pay Period


		D. Duck……………………………$6,300……………………. $	1,900


		B. Bunny…………………………….8,100……………………	1,500


		T. Bird……………………………….9,200…………………….  	3,100


		F. Leghorn………………………….3,800…………………….   	1,400


		R. Runner…………………………10,400…………………….   	2,600





	Wacky Company’s payroll tax expense on each employee includes:  social security


	of 6.2% on the first $68,400 earned; medicare of 1.45% on all earnings; federal


	unemployment taxes of 0.8% on the first $7000 earned; and state unemployment


	taxes of 2.7% on the first $9,000 earned.  What is the total payroll tax expense for


	the current pay period?


	A. $876.75       B. $933.45        C. $1,170.75       D. $2,596.65       E. $5,099.35





79. A business purchased a cash register on January 1, 1998, for $4,500.  This cash


	register had a useful life of 10 years and a salvage value of $300.  What should the


	second (1999) year’s depreciation expense be using the declining-balance method


	at twice the straight-line rate?


	A. $405       B. $672       C. $720       D. $840       E. $900





80. A company began an accounting period and purchased item #A-62 as follows:


		Jan 1		Beginning inventory…… 100 units at $10 = $  1,000


		Mar 9		Purchased……………… 500 units at $11 =      5,500


		July 6		Purchased……………… 300 units at $13 =      3,900


		Dec 5		Purchased……………… 100 units at $14 =      1,400


							     1,000                        $11,800


	The company consistently sold item #A-62 for $20 each during the year.  If the


	ending inventory of item #A-62 consists of 110 units, the cost of these units based


	on LIFO and the gross profit amount for the year are:


		 Ending Inventory at Cost	       Gross Profit


	A.       	   $1,530				$10,270


	B.       	   $1,530				$  7,530


	C.       	   $1,298				$  7,298


	D.		   $1,110				$  7,110


	E.	      	   $1,110				$10,690


		


This is the end of the exam.  Please hold your papers until the contest director calls for them.  Thank you.
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TABLE  1


(for questions 52 through 61)





The Garrett Co. recently had difficulty hiring competent personnel in its accounting department.  Garrett’s fiscal year ends on September 30 and uses the banker’s year of 360 days for promissory note calculations.  The following transactions occurred in 1998 and the accounting department’s general journal entries are also listed.  This is the only promissory note the company has in fiscal year 9-30-98.  On the maturity date of the note, the accountant in charge was unsure of the correct entry.





Calendar Reference:


June	30	Oct  31


July		31	Nov 30


Aug	31	Dec 31


Sept	30





6-13-98	Sold $40,000 of merchandise to McKay Corp. terms 2/10, n/30.





			Accounts Receivable			40,000


				Sales							40,000





7-15-98	McKay  Corp. indicated it would not be able to pay the account within the


			original terms and issued a 90-day, 9% promissory note.





			Note Receivable				40,000	


				Allow. for Uncollectible Accounts			40,000





9-30-98	Prepared the adjusting entry to record accrued interest.





			Interest Receivable				      900


				Interest Income				      	     900





9-30-98	Prepared the closing entry.





			Interest Income				     900


				Income Summary					      900





10-1-98	Prepared the reversing entry.





			Allow. for Uncollectible Accounts		     900


				Interest Receivable					      900





Maturity


   Date		Garrett Co. received a check from McKay Corp. for the maturity value of


			the note.
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TABLE  2


(for questions 62 through 70)





The following balances appear in the general ledger accounts of a corporation on December 31, 1998, after closing entries were posted at the end of the fiscal period.





8% Preferred Stock ($100 par)�
$250,000�
�
Common Stock ($10 par)�
50,000�
�
Paid-in Capital in Excess of Par—Common�
21,000�
�
Retained Earnings�
1,912,500�
�
Dividends—Preferred�
       -0-    �
�
Dividends—Common�
       -0- �
�



The corporation is authorized to issue 20,000 shares of preferred stock and 50,000 shares of common stock.





The following are all the transactions that occurred in 1998 that affected the stockholders’ equity accounts.





Jan 5	    The board of directors declared the annual cash dividend on the preferred 


		    stock issued to all stockholders of record as of January 11, 1998 payable


		    on February 15, 1998.





Feb 15   Paid the preferred stock cash dividend.





Apr 15	    The board of directors declared the annual cash dividend of $3.00 per share


		    on the common stock to all stockholders of record as of May 1, 1998, payable


		    on May 15, 1998.





May 15   Paid the common stock cash dividend.





Aug 1	    Issued 500 shares of 8% preferred stock at par.





Sept 1    Issued 1,000 shares of common stock at par.





Nov 1     Issued 1,000 shares of common stock for $15 per share.





Dec 31  Closed the net income for the year of $152,500





Dec 31  Closed the two dividend accounts.


 


