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Group 1

Write the identifying letter of the best term for questions 1 through 6 on your answer sheet.

	A
	Articles of Incorporation
	
	H
	Liquidation

	B
	Authorized Capital Stock
	
	 I
	Partnership Agreement

	C
	Bankruptcy
	
	J
	Partnership Contract

	D
	Business Cessation
	
	K
	Par Value

	E
	Business Settlement
	
	L
	Proxy

	F
	Certificate Value
	
	M
	Request to Incorporate

	G
	Dissolution
	
	N
	Voting Substitution Declaration


1. The process of stopping the operation of a business

2. A written agreement setting forth the conditions under which a partnership is to

    operate

3. A value assigned to a share of stock and printed on the stock certificate 

4. The process of paying all liabilities of a business and distributing the remaining

     cash to the owner(s)

5. A legal procedure in which a company that cannot meet its financial obligations is

    relieved of its debts

6. A written application requesting permission to form a corporation

Group 2

For questions 7 through 11, write TRUE if the statement is true; write FALSE if it is false.

  7. Par value must be stated in $5 increments according to federal law.

  8. During the process of liquidating a business, the owner must receive the original 

      investment before any creditors are paid because of the limited liability clause.

  9. Most corporations set the par value low because state laws do not allow the

      corporation to sell stock below its par value when it is first issued for sale to the 

      public.

10. In inflationary times, LIFO creates lower profits and a lower asset value than FIFO.

11. A non-interest-bearing note requires only the payment of the principal when the note 

      is due.

Group 3

For questions 12 through 14, write the correct amount on your answer sheet.  The Pecan Company bought a truck on January 1, 1998 that had an original cost of $25,000, with an estimated salvage value of $2,500 and an estimated useful life of 5 years.

12. What is the book value as of 1-1-02 using the straight-line method?

*13. What is the book value as of 1-1-02 using the double-declining balance method?

 *14. If this same truck had been purchased on 8-4-98, what would be the book value using the straight-line method as of 1-1-02?

Group 4

The Sycamore Co. has the following information about an item it sells for $10 each.  During the year the company sold 256 units.  Round to the nearest cent.

	
	
	Number of

Units
	Cost per Unit
	Extended Amount

	Jan 1
	Beginning Inventory
	50
	2.00
	100

	Apr 8
	Purchase
	80
	2.25
	180

	July 14
	Purchase
	40
	2.45
	98

	Aug 8
	Purchase
	20
	2.50
	50

	Nov 2
	Purchase
	36
	2.75
	99

	Dec 4
	Purchase
	95
	2.80
	266

	
	
	321
	
	793


For questions 15 and 16, write the correct amount on your answer sheet.

15. What is the dollar amount of ending inventory if the FIFO method of inventory 


      valuation was used?

*16. What is the dollar amount of ending inventory if the LIFO method of inventory 

       valuation was used?

Group 5

Mo, Larry, and Curley have decided to form a partnership.  The partners plan to invest the following assets in the business:

	
	Mo
	Larry
	Curley

	Cash
	70,000
	100,000
	

	Supplies
	10,000
	
	

	Equipment
	95,000
	
	

	Building
	
	
	150,000

	Land
	
	
	75,000


For questions 17 through 19, write the correct amount on your answer sheet.

17. If the net income of the partnership is $108,000 and the partnership agreement

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

      should be allocated to Larry?

  *18. If the partners Mo, Larry, and Curley share net income based on the amount of time 


they spend working in the business, which is expressed as 3:2:1 respectively, and 


the net income is $125,000, what amount of net income should be allocated to Mo?

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

      their capital accounts, and net income is $95,000, what amount of net income

      should be allocated to Curley?

Group 6

Refer to the data in Table 1 on page 10.  You may remove the table pages from the staple for convenience.  Write the identifying letter of the best response on your answer sheet for questions 20 through 24.

20. Gross Profit on Operations is equal to


A. $328,880

B. $332,600

C. $337,250

D. $865,475

21. Operating Revenue is equal to


A. $865,475

B. $869,195

C. $870,125

D. $873,845

22. Income from Operations is equal to


A. $35,767

B. $38,392

C. $42,077

D. $865,475

23. The net total of the Other Revenue and Other Expenses is equal to


A. zero net addition or deduction

D. $3,685 net addition


B. $2,625 net addition



E. $3,685 net deduction


C. $2,625 net deduction

24. Corporate federal income taxes were figured on Net Income Before Federal Income


Tax of


A. $35,767

B. $38,392

C. $40,237

D. $42,077

Group 7

Use the following information to answer questions 25 through 29.  Write the correct amount on your answer sheet.  (Watch dates carefully.)

Live Oak Corporation has existed since 1999.  Its balance sheet on December 31, 2000 showed the following:

	Assets
	204,195

	Liabilities
	56,780

	Capital Stock-Common ($5 par)
	32,500

	Paid-In Capital in Excess of Par
	19,500


The company’s income statement for the twelve months ended December 31, 2001 showed the following:

	Revenue
	347,687

	Cost of Merchandise Sold
	229,470

	Expenses
	85,272


Live Oak Corporation’s general ledger and Statement of Stockholders’ Equity for the year ended December 31, 2001 indicated that on 7-1-01, 4,000 shares of common stock had been issued @ $9 per share and that on 12-1-01 cash dividends declared and paid on all shares issued and outstanding were $1.55 per share.

Live Oak Corporation’s total liabilities on December 31, 2001 were $33,980.

25. What is the net income for 2001?

26. What is the 12-31-01 balance in Capital Stock-Common?

27. What is the 12-31-01 balance in Paid in Capital in Excess of Par?

*28. What is the 12-31-01 balance of Retained Earnings?

**29. What is the amount of total assets as of 12-31-01?

Group 8

The incomplete financial statements for Pine Corporation appear below.  Compute the missing amounts and answer questions 30 through 34 by writing the correct amount on your answer sheet.    

Additional information needed:

· Accounts Receivable on 1-1-01 was $40,000 and on 12-31-01 had increased 

       by 12%

· Stockholders’ equity on 12-31-00 was $200,000

· Stockholders’ equity on 12-31-01 was 20% of total assets on the same date

· Current ratio 2.25 to 1

· Quick ratio 1.5 to 1

·  Gross profit percentage 32%

· Return on sales 2%

· Return on common stockholders’ equity 5%

Pine Corporation

Balance Sheet

December 31, 2001

Cash in Bank
  __________
Current Liabilities
  _________


Accounts Receivable
  __________
Long-Term Liabilities
    1,475,000

Merchandise Inventory
  __________
Stockholders’ Equity
  _________

Prepaid Insurance
          12,000

Property, Plant & Equip.
  __________

                                                                        
Total Liabilities and

Total Assets
  $_________     Stockholders’ Equity
  $________
Pine Corporation

Income Statement

For the Year Ended December 31, 2001



Net Sales
  _______________



Cost of Merchandise Sold
  _______________



Gross Profit on Sales
  _______________



Total Operating Expenses
  _______________



Net Income
 $___      15,000___        

**30. What is the amount of Cash in Bank?

**31. What is the amount of Merchandise Inventory?

 *32. What is the amount of Current Liabilities?

33. What is the amount of Net Sales?

34. What is the amount of Cost of Merchandise Sold?

Group 9

Ricardo Sanchez owns a retail sporting goods store.  He uses the combination journal shown in Table 2 on page 10.  For each of the following transactions, indicate the accounts to be debited and credited in questions 35 through 46 using the alphabetic column identifiers in the Table.

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.

	Transaction
	Debit
	Credit

	Cash sales and sales tax collected
	#35
	#36

	Purchased merchandise on account
	#37
	#38

	Paid the rent for the current month
	#39
	#40

	Bought supplies on account
	#41
	#42

	Paid for merchandise on account within the discount period
	#43
	#44

	Received payment from a customer after the discount period
	#45
	#46


Continue to refer to the combination journal in Table 2.  Indicate the correct posting procedure for questions 47 through 50.  Write YES or NO on your answer sheet.

47. Should the individual amounts in the Accounts Receivable debit and credit columns 


be posted daily?

48. Should the total of column “F” be posted monthly?

49. Should the individual amounts in the Sales column be posted daily?

50. Should the totals of columns “J” and “K” be posted at the end of the month?

Group 10

For questions 51 through 56, 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

51. Retained Earnings


54. Unearned Fees


52. Paid-in Capital in Excess of Par
55. Interest Income





53. Dividends—Common


56. Loss on Sale of Assets

Group 11

Refer to the data in Table 3 on page 11.  For questions 57 through 60, write the correct amount on your answer sheet.

57. What is the amount of net sales?

58. What is the amount of cost of delivered merchandise?

59. What is the amount of net purchases?

60. What is the amount of cost of merchandise available for sale?

Group 11 continued

Continue to refer to the data in Table 3.  For questions 61 through 64, write the identifying letter of the best response on your answer sheet.

  *61. Mesquite Co. has determined that its component percentage for cost of 


merchandise sold is considered


A. unacceptable because it is more than 45%


B. acceptable because 44% is not more than 45%


C. acceptable because 42.4% is not more than 45%


D. unacceptable because it is less than 55%

  *62. Mesquite Co. has determined that its component percentage for gross profit is 


considered


A. unacceptable because 54% is less than 55%


B. unacceptable because 42.4% is less than 55%


C. acceptable because 56% is not less than 55%


D. acceptable because it is more than the 45% allowed for gross profit

63. Mesquite Co. has determined that its component percentage for total expenses is


considered


A. acceptable at 35.5%

C. unacceptable at 35.5%


B. acceptable at 34.2%

D. unacceptable at 34.2%

  *64. Mesquite Co. has determined that its component percentage for net income is 


considered


A. acceptable because it is 19.8%


B. acceptable because it is not less than 20%


C. unacceptable because 19.8% is less than 20%


D. unacceptable because it is more than 20%

Group 12

Refer to the data in Table 4 on page 12.  For questions 65 through 67, write the identifying letter of the best response on your answer sheet.

  *65. Besides a debit to Cash in Bank for $250 and a credit to Supplies for $850, the 


transaction on April 1 will include a debit to


A. Income Summary for $600


B. Loss on Sale of Assets for $600


C. Debra Herman, Capital for $300 and a debit to Beth Packard, Capital for $300


D. Debra Herman, Capital for $360 and a debit to Beth Packard, Capital for $240

  *66. Besides a debit to Cash in Bank for $3,500 and a debit to Accumulated 


Depreciation—Equipment for $8,000 and a credit to Equipment for $10,000, the 


transaction on April 4 will include a credit to


A. Debra Herman, Capital for $750 and a credit to Beth Packard, Capital for $750


B. Debra Herman, Capital for $900 and a credit to Beth Packard, Capital for $600


C. Gain on Sale of Assets for $1,500


D. Income Summary for $1,500

Group 12 continued

  *67. The transaction on April 6 will include


A. a debit to Income Summary


B. debits to Debra Herman, Drawing and Beth Packard, Drawing in equal amounts


C. debits to Debra Herman, Drawing for 60% of the cash and Beth Packard, 



Drawing for 40% of the cash



D. none of the above

Continue to refer to the data in Table 4.  Write the correct amount on your answer sheet.

  *68. On April 6, 2002, how much cash did Debra Herman receive?

  *69. On April 6, 2002, how much cash did Beth Packard receive?

Group 13

Refer to the data in Table 5 on page 13.  For questions 70 through 80, write the identifying letter of the best response on your answer sheet.

70. The entry on 7-5-01 includes a debit to


A. Accounts Payable

C. Accounts Receivable


B. Notes Payable

D. Notes Receivable

  *71. What is the maturity value of the note dated 8-4-01?


A. $2,500
B. $2,525

C. $2,700

D. $2,727

72. The entry on 8-4-01 includes a 


A. credit to Notes Payable

D. credit to Accounts Receivable


B. debit to Notes Receivable

E. both B and D


C. credit to Notes Receivable

73. The amount received from Faith Montain on 10-3-01 was


A. $18      B. $16.80      C. $25      D. $27      E. $33      F. $2,727

74. The accrual entry required on 10-31-01 includes a


A. debit to Interest Expense

C. credit to Interest Receivable


B. credit to Interest Income

D. debit to Interest Payable

  *75. The amount of the accrual entry on 10-31-01 is


A. $12.60      B. $16.67     C. $16.80     D. $18.00     E. $27.00

  *76.  Considering only the note transactions, the closing entry on 10-31-01 includes



     Interest Income      Interest Receivable       Income Summary

A.       credit $16.80              debit $16.80                    no entry


B.       debit $43.80                  no entry                   credit $43.80


C.       debit $16.80              credit $16.80                    no entry


D.       debit $16.80                  no entry                   credit $16.80

Group 13 continued

  *77. After the reversing entry on 11-1-01, these accounts have the following balances



Interest Receivable

Interest Income

A.      $43.80 credit                    $43.80 debit


B.      $16.80 debit 

   $16.80 credit


C.      zero balance

   $43.80 debit


D.      zero balance

   $16.80 debit

78. What is the maturity date of the note signed on 10-3-01?


A. November 2, 2001


B. November 3, 2001


C. December 2, 2001


D. December 3, 2001

  *79. What amount of interest income should The Evergreen Co. report on the 10-3-01 


note in the fiscal year ended 10-31-02?


A. $1.20     B. $1.80     C. $16.80     D. $18.00

80. The entry on 11-5-01 includes a debit to


A. Notes Receivable for $2,700


B. Notes Receivable for $2,718


C. Accounts Receivable for $2,700


D. Accounts Receivable for $2,718

This is the end of the exam.  Please hold the exam and your answer sheet until the contest director calls for them.

Table 1

(for questions 20 through 24)

The accountant for Western Elm, Inc. used proper accounting procedures to arrive at the following form of an income statement.  The individual amounts are correct, but the sales department requested a different format be used to provide additional information.  Shown below is the original presentation.

	Western Elm, Inc.

	Income Statement

	For the Year Ended December 31, 2001

	Revenues:
	
	

	Net Sales
	865,475
	

	Gain on Plant Assets
	4,650
	

	Interest Income
	3,720
	

	    Total Revenue
	
	873,845

	Costs and Expenses
	
	

	Cost of Merchandise Sold
	536,595
	

	Selling Expenses
	174,769
	

	General & Administrative Expenses
	115,719
	

	Loss on Plant Assets
	2,810
	

	Interest Expense
	1,875
	

	Corporate Federal Income Tax Expense
	6,310
	

	   Total Costs & Expenses
	
	838,078

	Net Income
	
	35,767


Table 2

(for questions 35 through 50)
Note that a letter of the alphabet identifies each column in this combination journal.  (The column headings appear in two sections only because of the width of this paper.)

	Cash
	
	
	
	General
	Accounts

 Receivable

	dr
	cr
	Date
	Account Title
	Post Ref
	dr
	cr
	dr
	cr

	A
	B
	C
	D
	E
	F
	G
	H
	I


	Accounts

Payable
	Purchases
	Purchases

Discount
	Sales
	Sales Tax

Payable

	dr
	cr
	?
	?
	?
	?

	J
	K
	L
	M
	N
	O


Table 3

(for questions 57 through 64)
Mesquite Co. has determined the following acceptable component percentages:

	Income Statement Item
	
	Acceptable

Component %’s

	Net Sales
	
	100%

	Cost of Merchandise Sold
	
	not more than 45%

	Gross Profit on Net Sales
	
	not less than 55%

	Total Expenses
	
	not more than 38%

	Net Income
	
	not less than 20%


The following items are found on the Income Statement of Mesquite Co. for the year ended December 31, 2001 (listed here in alphabetical order).

	Beginning Inventory 1-1-01
	
	14,970

	Ending Inventory 12-31-01
	
	15,410

	Expenses (combined for simplicity)
	
	22,152

	Purchases
	
	29,611

	Purchases Discounts
	
	1,570

	Purchases Returns & Allowances
	
	1,040

	Sales
	
	64,686

	Sales Discounts
	
	1,429

	Sales Returns & Allowances
	
	857

	Transportation In
	
	895


Table 4

(for questions 65 through 69)

After five years of business without a written agreement, Debra Herman and Beth Packard agreed to permanently dissolve their business.  The required legal documents were filed, and on March 31, 2002 adjusting and closing entries were journalized and posted.  Financial statements were also prepared as of March 31.

In the state where their business is located, state law requires partnerships with no written agreement to share profits and losses equally.  No financial statements will be prepared in April 2002.

On March 31, 2002 after adjusting and closing entries, the general ledger included the following:

	Cash in Bank
	12,600
	

	Supplies
	850
	

	Merchandise Inventory
	6,250
	

	Equipment
	10,000
	

	Accumulated Depr.-- Equip
	
	8,000

	Accounts Payable
	
	5,000

	Debra Herman, Capital
	
	10,020

	Beth Packard, Capital
	
	6,680


April Transactions:

April 1, 2002
  Sold the supplies for $250

April 2, 2002
  Sold the merchandise inventory to a broker for $1,500

April 4, 2002
  Sold all the equipment for $3,500

April 5, 2002
  Paid all creditors in full

April 6, 2002
  Distributed remaining cash to the partners

Table 5

(for questions 70 through 80)

	Calendar Reference

	July 31
	Oct 31

	Aug 31
	Nov 30

	Sept 30
	Dec 31


The Evergreen Co. has a fiscal year end of October 31.  The company uses the accrual basis of accounting and utilizes reversing entries.  Adjusting entries are prepared only at the end of the fiscal year.  The Evergreen Co. had the following transactions.  These are the only promissory note transactions The Evergreen Co. had in the fiscal years ended 10-31-01 or 10-31-02.  (The Evergreen Co. calculates interest using 360 days in a year.)

	7-5-01
	Sold merchandise on account to Faith Montain for $2,500, plus sales tax of $200, terms 30 days

	8-4-01
	Accepted a written, signed, 60-day, 6% note for $2,700 from Faith Montain in place of the accounts receivable amount.

	10-3-01
	Received the interest due from Faith Montain for the note dated 8-4-01 and agreed to renew the note at 8% for 30 days.  A written note was signed.

	
	

	??
	Received a check from Faith Montain for the maturity value of the note issued on 10-3-01.

	11-5-01
	Received notification from Evergreen’s bank that the check from Faith Montain received in satisfaction of the 10-3-01 note was returned for insufficient funds.  At this time a new note had not yet been negotiated.


