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Group 1

A bookkeeper needs your help to analyze a trial balance that is out of balance.  The debit column total is $58,000 and the credit column total is $48,000.  After a thorough review, you find that all transactions were journalized correctly, but that one journal entry was posted to the ledger incorrectly.  The transaction was a purchase of a copier on account that was posted with a $5,000 debit to Office Equipment and another $5,000 debit to Accounts Payable.  The trial balance (before correction) shows Office Equipment with a debit balance of $6,000 and Accounts Payable with a credit balance of $7,000.

For questions 1 through 4 use the following code:

A. Overstated
B. Understated
C. Correctly stated

1. The debit column total of $58,000 is _?_.

2. The credit column total of $48,000 is _?_.

3. The balance of $7,000 in Accounts Payable is _?_.

4. The balance of $6,000 in Office Equipment is _?_.

For questions 5 and 6 write the correct amount on your answer sheet.  Consider that the above-mentioned posting error has now been corrected and that the trial balance is also corrected.

5. What is the correct credit balance of Accounts Payable?

6. What is the correct debit balance of Office Equipment?

Group 2

The Fly By Night Co. experienced a total loss due to an explosion and fire on December 12, 2003.  The off-site computer tape backup provided the following data for the month of November 2003 and for December through the 11th day.

	
	November 
	December through

 the 11th

	Net Sales
	42,600
	14,600

	Beginning Inventory
	8,165
	                  ?

	Purchases
	32,546
	11,354

	Purchases Ret. & Allow.
	250
	95

	Purchases Discounts
	1,074
	380

	Transportation In
	1,655
	605

	Ending Inventory
	7,814
	                  ?


For question #7, write the correct amount on your answer sheet.

7. Using the gross profit rate for November, calculate the estimated ending inventory

    destroyed by the explosion and fire.

Group 3

For question #8, write the correct amount on your answer sheet.  Atlantas Company has three employees who are paid weekly as follows:

	Beverly Deal
	$9.50 per hour with overtime over 40 hours at time and a half

	Amos Sage
	$850 salary per week

	Deedee Myers
	$400 salary per week plus 6% commission on sales


Last week each employee worked standard hours except Beverly who worked 53 hours.  Deedee sold $12,750 of merchandise.

8. What is the total gross pay for the week on the Payroll Register for all three 

    employees?

Group 4

Rates for the employee payroll tax withholdings and the employer’s applicable payroll taxes are as follows:

	Social Security
	6.2% on gross earnings up to $87,000

	Medicare
	1.45% on all earnings

	Federal Unemployment Tax
	.8% on first $7,000 of gross earnings

	State Unemployment Tax
	.75% on first $9,000 of gross earnings

	Federal Income Tax
	Disregard


The earnings for the calendar year 2003 for the employees of Satellite Sales are as follows:

	Employee
	Cumulative

Earnings

	Dave
	$92,000

	Murrey
	14,000

	Webster
	8,500

	Ralph
	4,000


For question #9, write the correct amount on your answer sheet.

 * 9. What is the total amount of payroll tax expense incurred by the employer?

Group 5

For question #10, write the correct amount on your answer sheet.  Some of the subtotals on a worksheet before net income or net loss is calculated are as follows:
	Income Statement Debit
	375,928

	Income Statement Credit
	365,401

	Balance Sheet Credit
	210,855


10. What is the amount of the Balance Sheet Debit column subtotal before net income 

      or net loss is calculated?

Group 6

The Acorn Co. has the following information about an item it sells for $12 each.  During the year the company sold 216 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 11 and 12, write the correct amount on your answer sheet.

 * 11. What is the amount of gross profit for the year if the LIFO method of inventory 


      valuation is used?

 * 12. What is the amount of gross profit for the year if the FIFO method of inventory 

       valuation is used?

Group 7

At the end of its fiscal year, before any adjusting entries are recorded, the following information is available:

	Accounts Receivable
	$38,792

	Allowance for Uncollectible Accounts
	$1,275 credit

	Gross Sales
	$244,850

	Charge sales
	$120,200

	The aging of accounts receivable indicates

uncollectible accounts of
	$4,095


For questions 13 and 14, write the correct amount on your answer sheet.

13. What is the amount of bad debt expense if the aging method is used to estimate


     uncollectible accounts?

14. If the company were to estimate uncollectible accounts based on 2.5% of charge


     sales, what would be the amount of bad debt expense?

Group 8

For questions 15 through 17, write the correct amount on your answer sheet.

Use this information for questions 15 and 16.  The Addison Company bought a vehicle on January 1, 2002 that had an original cost of $60,000, with an estimated salvage value of $5,000 and an estimated useful life of 5 years.

15. What is the book value as of 12-31-04 using the straight-line method?

 * 16. What is the book value as of 12-31-05 using the double-declining balance method?

Use the following information for question #17.  The Addison Company also purchased machinery on May 25, 2001 that had an original cost of $32,500 with an estimated salvage value of $2,500 and an estimated useful life of 10 years.

17.  What would be the book value using the straight-line method as of 12-31-04?

Group 9

The following information was found on financial statements for three separate companies.

	
	Davidson Inc.
	Jefferson Inc.
	Denman Inc.

	December 31, 2002
	
	
	

	   Assets
	42,250
	80,200
	56,200

	   Liabilities
	12,690
	20,490
	15,740

	December 31, 2003
	
	
	

	   Assets
	49,890
	95,750
	50,100

	   Liabilities
	                     ?   
	15,740
	20,460

	During year 2003
	
	
	

	   Stock issuances
	10,000
	15,000
	5,000

	   Net Income<Loss>
	6,250
	                 ?
	                ?

	   Cash dividends
	2,400
	8,100
	None


For questions 18 through 20, write the correct amount on your answer sheet.  A net loss must be indicated by parentheses or brackets.

18.  What is the amount of December 31, 2003 total liabilities for Davidson Inc.?

19.  What is the amount of 2003 net income or loss for Jefferson, Inc.?

 * 20.  What is the amount of 2003 net income or loss for Denman Inc.? 

Group 10

For each of the following situations in items 21 through 26, indicate the condition of the accounts before the necessary adjusting or correcting entry is made.  (N/A represents “not applicable”.)  Write the identifying letter of the best response on your answer sheet

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


period and no adjustment has been made yet.



    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

22. An unearned revenue was initially recorded in the Fees Earned account in error and

      is still unearned by the end of the current period.



    Assets

Liabilities

Revenue
           Expense


A.  overstated

     N/A

overstated
                N/A


B.        N/A       
         understated

overstated

     N/A


C.        N/A
          overstated
          understated

     N/A


D.  overstated
         understated

overstated
         understated
   

23. 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

24. A prepaid expense was initially recorded in an expense account in error and still has

      not been incurred by the end of the current period.



    Assets

Liabilities

Revenue
           Expense


A.        N/A

overstated
          understated

      N/A


B.    overstated

      N/A

      N/A
          understated


C.   understated

      N/A

      N/A
           overstated


D.   understated

overstated

      N/A

      N/A

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

      end of the current period and no adjustment has been made yet.



    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
           overstated

overstated

     N/A

Group 10 continued

26. 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
         understated


C.        N/A
          understated

     N/A
         understated


D.        N/A

overstated
          understated

    N/A

Group 11

Dynotek, Inc. estimated its corporate federal income tax based on quarterly analysis of net income before income taxes.  Dynotek debited Federal Income Tax Expense and credited Cash in Bank as follows:



April 15, 2003
$30,000



June 15, 2003
$25,000



Sept. 15, 2003
$20,000



Dec. 15, 2003
$20,000

The CPA for Dynotek prepared an end-of-year (12-31-03) work sheet.  In a separate calculation, the CPA determined the Income Statement column totals excluding Federal Income Tax Expense, thus arriving at net income before federal income tax expense as follows:  Income Statement Debit column subtotal of $1,397,625 and an Income Statement Credit column subtotal of $1,697,625.  

The corporate federal income tax rates for 2003 are as follows:

	15% of net income before taxes
	Zero to $50,000

	Plus 25% of net income before taxes
	$50,000 to $75,000

	Plus 34% of net income before taxes
	$75,000 to $100,000

	Plus 39% of net income before taxes
	$100,000 to $335,000

	Plus 34% of net income before taxes 
	Over $335,000


For questions 27 through 29, write the identifying letter of the best response on your answer sheet.

27. What is the total amount of corporate Federal Income Tax Expense that the

      corporation will report on its Income Statement for the year ended 12-31-03?

      A. $5,250      B. $22,000      C. $95,000      D. $100,250      E. $117,000

28. The adjusting journal entry for corporate federal income tax expense for 2003

       includes a:

      A. debit to Federal Income Tax Payable

      B. credit to Federal Income Tax Expense

      C. debit to Cash in Bank

      D. credit to Federal Income Tax Payable

 * 29. What is the balance of Federal Income Tax Payable after the 12-31-03 adjustment

      is posted?

      A. zero    B. $5,250    C. $22,000    D. $95,000    E. $100,250    F. $117,000

Group 12

For questions 30 through 44, on your answer sheet write the identifying letter(s) of the correct account(s) to be debited or credited for each entry.

	A
	Accumulated Depreciation
	
	H
	Interest Expense

	B
	Allowance for Uncollectible Accounts
	
	I
	Interest Income

	C
	Depreciation Expense
	
	J
	Interest Payable

	D
	Dividends
	
	K
	Interest Receivable

	E
	Federal Income Tax Expense
	
	L
	Merchandise Inventory

	F
	Federal Income Tax Payable
	
	M
	Retained Earnings

	G
	Income Summary
	
	N
	Uncollectible Accounts Expense


The question numbers are listed in the appropriate debit and credit columns.  The “XXXX” indicates that no response is required.

	
	DEBIT
	CREDIT

	Reversing entry for accrued interest income
	30.
	31.

	Adjusting entry for the depreciation expense for the period
	XXXX
	32.

	Adjusting entry for actual income tax owed when estimates are

   underpaid
	33.
	34.

	Reversing entry for accrued interest expense
	35.
	36.

	Closing entry for Income Summary with a net loss
	37.
	38.

	Closing entry for Interest Income
	XXXX
	39.

	Adjusting entry for the uncollectible accounts expense for the period

   using the percentage of net sales method
	XXXX
	40.

	Adjusting entry for a increase in merchandise inventory
	41.
	42.

	Closing entry for the account called Dividends
	43.
	44.


Group 13

For items 45 through 52 write TRUE if the statement is true; write FALSE if it is false.

45. If the corporation issues only one class of capital stock, it is called preferred stock.

46. Common stockholders have the right to vote and elect the board of directors.

47. Each share of common stock is entitled to two votes.

48. A common stockholder may send in a provost, which gives the stockholder’s voting

      rights to someone else.

49. Preferred stockholders are entitled to receive dividends before common 

      stockholders.

50. Common stockholders are given preference over preferred stockholders to the

      assets of the corporation should it cease operations.

51. When a corporation receives permission from the state to operate, it is authorized

      to sell a certain number of shares of stock to investors; the maximum number of

      which is called its authorized capital stock.

52. Before a cash dividend can be declared, the corporation should have a sufficient

      amount of cash available to pay the dividend, but it does not matter what the 

      balance of Retained Earnings is before the declaration.

Group 14

For questions 53 through 57, write the identifying letter of the best response on your answer sheet.

On March 7, 2003 Basil Company borrowed $8,000 from Jefferson State Bank by issuing a 90-day, non-interest-bearing note that the bank discounted at 6%.  It is Basil Company’s policy to utilize an account called Discount on Notes Payable and to prepare adjusting entries for accruals and deferrals only at the end of their fiscal year, which is December 31.  Jefferson State Bank uses a 360-day year when calculating interest.  (Number of days in months: March 31, Apr 30, May 31, June 30, July 31, Aug 31)

53. To correctly record the issuance of the note, the following accounts are debited and


credited:





     Discount on
         Notes

Interest



    Cash           Notes Payable
        Payable           Expense


A.  $7,880 dr

 N/A

      $8,000 cr

$120 dr


B.  $8,000 dr

 N/A

      $8,000 cr

    N/A


C.  $7,880 dr
        $120 dr

      $8,000 cr

    N/A


D.  $8,000 dr
        $120 dr

      $8,120 cr

    N/A

54. If Basil Company prepared a balance sheet at the end of the day on March 7, 2003,


the presentation would include


A. Notes Payable in the current liability section at face value


B. Discount on Notes Payable as a deduction from Notes Payable at the future

   
    interest expense amount


C. The book value of Notes Payable equal to the proceeds


D. all the above


E. only A and B

55. The maturity date of Basil Company’s note is


A. March 7, 2003
B. May 5, 2003
C. June 5, 2003
D. June 7, 2003

 * 56. To record the payment of the note on the maturity date, the following accounts are


debited and credited:





     Discount on
         Notes

Interest



    Cash            Notes Payable
        Payable           Expense


A.  $8,000 cr
         $120 cr

       $8,000 dr
 $120 dr


B.  $8,000 cr
            N/A                     $8,000 dr                N/A


C.  $8,120 cr
         $120 cr

       $8,120 dr
  $120 dr


D.  $8,120 cr

 N/A

       $8,120 dr
     N/A

57. Another name for a non-interest-bearing note is a _?_ because _?_


A. freedom note; there is no interest charge


B. discounted note; the interest is paid in advance


C. dishonored note; the interest is incurred even though not paid


D. denominated note; the interest rate is below market value


Group 15

Management of Jetco, Inc. has requested that the Accounting Department prepare a condensed, comparative balance sheet showing vertical and horizontal analysis and calculate selected ratio analysis and other computations.  Jetco, Inc. has only one class of stock.  It is company policy to round off percentages to two decimal places.

	Jetco, Inc.

	Comparative Balance Sheet

	December 31, 2003 and 2002

	
	2003
	
	2002
	

	Total Current Assets
	130,000
	
	155,000
	

	Total Property, Plant & Equipment
	200,000
	
	220,000
	

	Total Assets
	$330,000
	
	$375,000
	

	
	
	
	
	

	Total Current Liabilities
	52,000
	
	93,000
	

	Mortgage Payable
	88,000
	
	72,000
	

	Total Liabilities
	140,000
	
	165,000
	

	Total Stockholders’ Equity
	190,000
	
	210,000
	

	Total Liabilities and Stockholders’ Equity
	$330,000
	
	$375,000
	


	Additional Information:

	
	2003
	2002

	Net Sales
	625,000
	800,000

	Net Income
	62,000
	84,000


For questions 58 through 62, on your answer sheet write YES if the answer is yes; write NO if it is no.

58. Did total current assets increase from 2002 to 2003 by $25,000?

59. In 2002 are total current assets 41.33% of total assets?

60. Did total liabilities decrease by 15.15% from 2002 to 2003?

61. Did total assets decrease from 2002 to 2003 by 13.64%?

62. In 2002 did all creditors have a claim against assets that represented 44% of Total 

      Assets?

For questions 63 through 66, write the correct amount on your answer sheet.

 * 63. By what amount did working capital increase from 2002 to 2003?

64. What is the current ratio for 2003?

65. What is the return on net sales for 2003 expressed as a percentage?

 * 66. What is the return on common stockholders’ equity for 2003 expressed as a

      percentage?

Group 16

The Balance Sheet of Happy Pets, Inc. as of December 31, 2003 included the following amounts:

	8% Preferred Stock, $100 Par
	$250,000

	Common Stock, $5 Par
	  100,000

	Paid-In Capital in Excess of Par—Common
	140,000

	Retained Earnings
	565,000


Happy Pets, Inc. is authorized to issue 5,000 shares of $100 par, 8% preferred stock and 100,000 shares of $5 par common stock. 

For questions 67 through 71, write the correct number or amount on your answer sheet.

67. How many shares of common stock have been issued?

 * 68. Considering the fact that there has been only one issuance of common stock, at

      what price per share were the common shares sold?

69. How many shares of 8% Preferred Stock have been issued?

 * 70. If the corporation pays preferred dividends on a quarterly basis, what would be the

      amount of the first quarter’s preferred stock dividend?

 * 71. Disregard the information in the previous question and assume now that preferred

        stockholders are paid annually.  Suppose that on November 15, 2004 the board of

        directors of Happy Pets, Inc. declared a total cash dividend to all shareholders of


     $49,000.  What amount per share is available to common shareholders?

(test is continued on next page)

Group 17

Refer to Table 1 on page 12.  (You may remove the table page from the staple for convenience.)

The accounts (listed in alphabetical order) in Table 1 appeared in the adjusted trial balance columns of the December 31, 2003 work sheet for the Alamo Corporation.  All accounts have normal balances.  Alamo Corporation is authorized to issue 50,000 shares of $10 common stock.  Alamo Corporation began operations on January 10, 2003.

Assume that a classified balance sheet dated 12-31-03 and a classified income statement for the year ended 12-31-03 have been prepared correctly using the information in Table 1.  

Answer questions 72 through 80 regarding the subtotals and totals of line items that would appear on these classified financial statements by writing the identifying letter of the best response on your answer sheet.

* 72. What is “Total Current Assets”?

      A. $252,350       B. $257,350       C. $258,750       D. $259,850

73. What is “Total Property, Plant and Equipment”?

      A.. $364,340       B. $389,340       C. $391,840       D. $425,790

* 74. What is “Total Assets”?


      A. $644,190       B. $646,690       C. $649,190       D. $687,040

* 75. What is “Total Current Liabilities”?

      A. $49,690       B. $50,440       C. $323,000       D. $373,440

* 76. What is “Gross Profit on Sales”?

      A. $46,525       B. $186,200       C. $244,000       D. $247,430

* 77. What is “Total Income from Operations”? 


      A. $38,250       B. $39,775       C. $45,000       D. $46,525

78. What is “Total Other Expense”?

      A. $4,955       B. $11,705       C. $202,430       D. $209,180

**79. What is “Net Income before Federal Income Tax”?

      A. $38,250       B. $44,250       C. $45,000       D. $46,525       

* 80. What is the balance of Retained Earnings on the Post-Closing Trial Balance dated

      December 31, 2003?

      A. zero        B. $13,250       C. $25,750       D. $38,250

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

Table 1

(for questions 72 through 80)

	Accounts Payable
	28,445
	

	Accounts Receivable
	180,250
	

	Accumulated Depreciation—Building
	6,250
	

	Accumulated Depreciation—Equipment
	30,200
	

	Advertising Expense
	5,090
	

	Allowance for Uncollectible Accounts
	1,400
	

	Bad Debt Expense
	1,400
	

	Building
	250,000
	

	Cash in Bank
	12,750
	

	Common Stock
	250,000
	

	Depreciation Expense (Building & Equipment)
	36,450
	

	Dividends—Common
	12,500
	

	Dividends Payable
	12,500
	

	Employee Income Taxes Payable
	550
	

	Equipment
	150,790
	

	Federal Corporate Income Tax Expense 
	6,750
	

	Federal Corporate Income Tax Payable
	750
	

	FICA Taxes Payable
	795
	

	Gain on Plant Assets
	2,410
	

	Income Summary
	57,800 cr
	

	Insurance Expense
	3,750
	

	Interest Expense
	3,240
	

	Interest Income
	1,020
	

	Interest Payable (due April 1, 2004)
	45
	

	Interest Receivable (due March 10, 2004)
	125
	

	Land (under Alamo’s building)
	25,000
	

	Loss on Plant Assets
	1,715
	

	Merchandise Inventory (as of 12-31-03)
	57,800
	

	Microsoft, Inc. (stock)
	2,500
	

	Mortgage Payable (due November 15, 2020)
	198,000
	

	Notes Payable (due April 1, 2004)
	3,000
	

	Notes Payable (due November 3, 2005)
	125,000
	

	Notes Receivable (due March 10, 2004)
	5,000
	

	Payroll Tax Expense
	11,400
	

	Petty Cash
	200
	

	Prepaid Insurance
	1,875
	

	Purchases
	423,800
	

	Retained Earnings
	0
	

	Salary Expense
	125,200
	

	Sales
	610,000
	

	Sales Tax Payable
	4,200
	

	Supplies Expense
	1585
	

	Supplies on Hand
	750
	

	Unemployment Tax Payable—Federal
	70
	

	Unemployment Tax Payable—State
	85
	

	Utilities Expense
	12,600
	


