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Group 1
A company uses three financial statements at the end of each month.  These are the balance sheet, income statement, and statement of changes in owner’s equity.  The owner’s equity section of the balance sheet shows only the ending capital amount.

For each of the items 1 through 6, indicate on which financial statement(s) the item will appear.  Write the identifying letter of the correct response on your answer sheet.


A. Balance Sheet only


B. Income Statement only


C. Statement of Changes in Owner’s Equity only


D. Balance Sheet and Statement of Changes in Owner’s Equity


E. Income Statement and Statement of Changes in Owner’s Equity

1. Beginning balance of capital

4. Owner’s withdrawals

2. Net Income





5. Ending balance of capital

3. Total Assets





6. Cost of Merchandise Sold

Group 2

On February 3, 2006 Judy Landon, owner of Landon Co., received a bank statement dated January 27, 2006.  After she compared the company’s checkbook records with the bank statement, Judy found the following:

· The January bank statement shows an ending balance of $4,651.79.

· The statement shows a regular monthly bank service charge of $24.75.

· A check from Sammy Bedford for $143.65 that was deposited in the Landon Co. account on January 24 was returned by the bank.  Landon’s bank charged her account with a $15 fee for handling the dishonored check. (This was first discovered upon receipt of the bank statement.)

· A deposit of $385.10 was made on January 28 but does not appear on the bank statement.

· Six January checks do not appear on the bank statement:


    
Check 6105 for $18.40     Check 6107 for $342.98


    
Check 6108 for $12.11     Check 6109 for $287.15

For questions 7 and 8, write the correct amount on your answer sheet.

7. What is the reconciled (adjusted) bank balance on January 31, 2006?

 *8. What was the balance in the checkbook immediately before the bank reconciliation 

      was prepared?

Group 3

Write the correct amount on your answer sheet for questions 9 through 13.  Following are all the accounts (except capital) of the Martin Co. as of the end of the fiscal year after adjustments.  All accounts have normal balances.  Martin made one owner investment during the year of $15,000. 

	Account  Title
	Amount
	
	Account Title
	Amount

	Accounts Payable
	8,740
	
	Rent Expense
	10,800

	Accounts Receivable
	5,750
	
	Revenue
	45,490

	Advertising Expense
	1,890
	
	Salary Expense
	30,210

	Dean Martin, Drawing
	4,000
	
	Supplies
	2,485

	Cash in Bank
	13,465
	
	Supplies Expense
	4,890


  9. What is the balance in the capital account at the end of the fiscal year before closing 

entries are posted?

*10. What was the balance in the capital account at the beginning of the fiscal year?

 *11. What was the net income or net loss for the year?

*12. What was the capital account balance at the end of the fiscal year after closing 

entries?

13. What is the amount of total assets that would appear on the Post-Closing Trial 

      Balance?

Group 4

Determine when each of the following items 14 through 18 would be journalized with the salary expense entry, or the payroll tax expense entry, or both.  Write the correct identifying letter on your answer sheet using the following code:

A. with the salary expense entry only

B. with the payroll tax expense entry only

C. with both the salary expense entry and the payroll tax expense entry

14. net pay for the period

15. Social Security Taxes

16. employees’ federal income taxes

17. payroll tax expense for the period

18. health insurance premiums paid by employees

Group 5

Consider the following data and answer questions 19 through 22 by writing the identifying letter of the best response on your answer sheet.

The following transactions occurred in the petty cash fund of Elliott Co. which began operations on March 1. 

March 1     Established a petty cash fund in the amount of $250

March 31   Reimbursed the petty cash fund given the following petty cash fund 



       disbursements:




>>Payment for postage $178.00




>>Payment for window cleaning $65.00

March 31   Actual cash counted in the petty cash fund was $5.50 before replenishment

April 1       Increased the petty cash fund by $100

19. The entry to establish the petty cash fund would consist of


A. a debit to the Petty Cash account for $250


B. a credit to the Petty Cash account for $250


C. a debit to the Cash in Bank account for $250


D. none of the above

20. The entry to record the reimbursement of the petty cash fund on March 31 would 
 
include


A. a debit to the Petty Cash account for $244.50


B. a credit to the Petty Cash account for $243.00


C. a credit to Postage Expense for $178


D. a credit to Cash in Bank for $244.50

21. The entry to record the reimbursement of the petty cash fund on March 31 would 

include


A. a credit to the Petty Cash account for $1.50


B. a debit to the Petty Cash account for $1.50


C. a debit to Cash Short & Over for $1.50


D. none of the above

22. The entry to record the increase in the Petty Cash account on April 1 would include


A. a credit to the Petty Cash account for $100


B. a debit to the Petty Cash account for $100


C. a debit to the Cash in Bank account for $100


D. none of the above

Group 6

A company’s unadjusted and adjusted trial balances on December 31, 2005 are as follows.  For questions 23 through 29, write True if the statement is true; write False if it is false.

	
	Unadjusted
	
	Adjusted

	
	Trial Balance
	
	Trial Balance

	
	Debit
	Credit
	
	Debit
	Credit

	Cash
	2,485
	
	
	2,485
	

	Office Supplies
	1,780
	
	
	420
	

	Merchandise Inventory
	25,458
	
	
	24,100
	

	Prepaid Insurance
	2,205
	
	
	570
	

	Equipment
	51,825
	
	
	51,825
	

	Accounts Payable
	
	2,560
	
	
	2,560

	Ben Johnson, Capital
	
	62,167
	
	
	62,167

	Ben Johnson, Drawing
	20,000
	
	
	20,000
	

	Income Summary
	
	
	
	1,358
	

	Sales
	
	94,280
	
	
	94,280

	Purchases
	36,354
	
	
	36,354
	

	Rent Expense
	18,900
	
	
	18,900
	

	Office Supplies Expense
	
	
	
	1,360
	

	Insurance Expense
	
	
	
	1,635
	

	        Subtotals
	159,007
	159,007
	
	159,007
	159,007


23. The amount of office supplies used during 2005 was $420.

24. A review of the insurance policies indicates that the amount of unexpired insurance 

      on December 31, 2005 was $1,635.

25. The debit to Income Summary of $1,358 represents the amount of the decrease in

Merchandise Inventory from January 1, 2005 to December 31, 2005.

26. The subtotal of the Adjustment Credit column is $159,007.

27. After adjusting entries, total expenses equal $21,895.

28. The amount of gross profit for 2005 is $37,712.

29. The net income for 2005 is $39,026.

Group 7

Lewis Company is a retail establishment and uses the following order to close the temporary accounts at the end of the fiscal year:

· Close appropriate accounts with credit balances in one combined entry.

· Close appropriate accounts with debit balances in one combined entry.

· Close the Income Summary account.

· Close the owner’s drawing account.

The adjusted trial balance for Lewis Company for the calendar year 2005 follows.  All accounts have normal balances.  Jerry Lewis invested $10,000 in cash in his business during 2005.

	Cash in Bank
	5,850
	
	Sales Discounts
	3,445

	Accounts Receivable
	2,440
	
	Sales Returns & Allow.
	2,845

	Merchandise Inventory
	18,750
	
	Purchases
	23,495

	Prepaid Insurance
	780
	
	Transportation In
	1,010

	Equipment
	50,110
	
	Purchases Discounts
	2,447

	Trucks
	50,745
	
	Purchases Returns & Allow.
	1,050

	Accounts Payable
	4,780
	
	Rent Expense
	15,985

	Jerry Lewis, Capital
	111,855
	
	Advertising Expense
	1,477

	Jerry Lewis, Withdrawals
	2,000
	
	Insurance Expense
	1,970

	Income Summary
	1,740 DR
	
	Miscellaneous Expense
	650

	Sales
	63,160
	
	
	


For questions 30 through 37, write the correct amount on your answer sheet.

 *30. What was the balance of Jerry Lewis, Capital on January 1, 2005?

31. What was the amount that affected Income Summary in the first closing entry?

32. What was the amount that affected Income Summary in the second closing entry?

 *33. What was the amount of the third closing entry?

 *34. What was the balance of Jerry Lewis, Capital on 12-31-05 after all closing entries

      were posted?

 *35. What was the amount of beginning inventory on January 1, 2005?

36. What was the amount of Prepaid Insurance on the trial balance of the work sheet

      for the year ended 12-31-05?

**37. What was the subtotal of the debit column of the Income Statement on the work

      sheet for the year ended 12-31-05 before net income or net loss is calculated?

Group 8
Use the following information to answer questions 38 through 43.  Write the identifying letter of the best response on your answer sheet.

	Sales
	86,385
	
	Net Income
	5,060

	Cost of Mdse Sold
	32,084
	
	Transportation In
	3,655

	Purchases
	35,742
	
	Purchases Returns & Allow.
	835

	Beginning Inventory
	10,560
	
	Sales Discounts
	3,680

	Purchases Discounts
	1,298
	
	Sales Returns & Allow.
	2,495


38. Net sales are:


A. $29,567

D. $84,252


B. $33,609

E. $86,385


C. $80,210

F. $92,560

*39. Cost of merchandise available for sale is:


A. $32,084

D. $44,169


B. $39,397

E. $46,302


C. $40,514

F. $47,824

40. Cost of delivered merchandise is:


A. $32,084

D. $39,397


B. $35,742

E. $41,530


C. $37,264

F. $47,824

 *41. Net purchases are:


A. $32,084

D. $37,264


B. $33,609

E. $39,397


C. $35,742

F. $46,302

*42. Ending inventory is:


A. $  8,430        
D. $12,696


B. $10,560         E. $15,740


C. $12,085

F. $20,006

43. Total expenses are:


A. $43,066

D. $53,186


B. $47,108

E. $55,416


C. $49,241

F. $65,536

Group 9
Perry Ellis works in a state where the law provides that certain employees who are paid a salary are also entitled to overtime pay.  Perry Ellis is one of those employees.  Consider the following facts about Perry’s situation:
· Standard work week is 40 hours

· Overtime rate set by the Fair Labor Standards Act of 1938

· Perry Ellis’ standard weekly salary is $800

· For the week ending January 13, 2006 Perry Ellis worked 46½ hours

Answer questions 44 through 46 by writing the best identifying letter on your answer sheet. 

44. What is Perry’s hourly rate?

A. Hourly rate cannot be determined.


B. Hourly rate does not exist because Perry is a salaried employee.


C. $17.20


D. $20.00


E. $30.00


F. Both A and B are correct

45. What is Perry’s hourly overtime rate?


A. $20

B. $25.80


C. $30


D. $40


E. cannot be determined

46. Perry’s gross earnings for the week ending January 13, 2006 are


A. $855.70


E. $1,060


B. $930



F. $1,199.70


C. $995



G. $1,395


D. $967.70


H. $1,860

Group 10

Write the identifying letter of the best term (items A through Z) to match to the descriptions in questions 47 through 58.
	A
	Annul
	
	N
	payor

	B
	blank endorsement
	
	O
	postdated check

	C
	canceled check
	
	P
	receiver 

	D
	credit card
	
	Q
	reject 

	E
	debit card
	
	R
	repudiated check

	F
	dishonored check
	
	S
	restraining endorsement

	G
	Drawee
	
	T
	restrictive endorsement

	H
	Drawer
	
	U
	special endorsement

	 I
	impeded payment
	
	V
	stop payment order

	J
	impending check
	
	W
	unique endorsement

	K
	irrecoverable check
	
	X
	unresolved check

	L
	outstanding check
	
	Y
	vacant endorsement

	M
	Payee
	
	Z
	void 


47. A bank card that, when making purchases, automatically deducts the amount of the


purchase from the checking account of the cardholder.

48. An endorsement that limits use of the check to whatever purpose is stated in the


endorsement.

49. A check that a bank refuses to pay

50. An endorsement consisting only of the endorser’s signature

51. A check with a future date on it (upper right-hand corner on the face of the check)
52. A check that has been written but has not yet been presented to the bank for

payment

53. An endorsement indicating a new owner of a check

54. The bank on which the check is written

55. The person or business to which a check is written

56. A check returned by the bank with the word “paid” and the date of payment

57. A check that contains errors must be marked with this word so that others will know


it is not to be used

58. A demand by the drawer that the bank not honor a certain check

Group 11

For questions 59 through 66, write the identifying letter of the best response on your answer sheet.

59. You have handwritten a check on which the amount in words and the amount in

figures are not the same.  You did not notice your mistake at the time of writing and 

neither did the person who received your check.  Which of the following is true?

A. Your bank may pay only the amount in numeric figures.

B. Your bank may refuse to pay the check.

C. Your bank may pay only the amount in words.

D. Your bank must notify the FBI to investigate possible fraud.

E. Only A and D are true
F. Only B and C are true
G. None of the above are true as your bank will shred the check

 *60. Your company is located in a state where regulations require that sales taxes be 

paid only on actual sales realized.  On January 6 you sold merchandise on account 

to a customer for $1,200 plus 8% sales tax with terms 2/10, n/30.  This customer 

paid you on January 14.  What was the correct amount of the customer’s payment 

for this transaction?
A. $1,166.40

C. $1,176


E. $1,296

B. $1,174.08

D. $1,270.08

F. $1,924.56

61. Payne Co. uses the practice of rounding the arrival and departure times on

employee time cards to the nearest quarter hour.  Which of the following is correct? 


Actual Time

  Nearest


 Recorded
    
    Quarter Hour
A. 
    7:58 a.m.


  7:55 a.m.

B.
  12:25 p.m.


12:30 p.m.

C.
    1:30 p.m.


 1:30 p.m.

D.  Both B and C are correct

62. Companies keep track of employee work hours either manually on time cards, or by


using time cards inserted into a time clock, or by using a machine called a/an _?_,


where each employee is issued an identification badge with a magnetic strip that


contains employee information.


A. people reader


B. employee tracking device (ETD)


C. electronic badge reader


D. magnetic employee ID scanner

63. Dixie Thurman earns a base salary of $300 per week, plus a commission of 3% of

her sales.  Dixie’s sales were $5,600 last week.  What was Dixie’s gross earnings


for last week?


A. $168

B. $300

C. $468

D. $5,900

Group 11 continued
64. When an employee writes “EXEMPT” on Form W-4, it causes the employer to 


refrain from withholding


A. social security tax

D. federal income tax


B. Medicare tax



E. local income tax


C. state income tax

 *65. Betty Burns earns $750 each week and contributes $60 per week through payroll

deduction to her 401(k) account.  Which of the following statements is false?


A. Betty will have federal income tax withheld each week based on $690 in 

     earnings.

B. Both Betty’s contributions and the earnings from the 401(k) account are not

     taxed until Betty withdraws money from the plan.

C. Betty will have federal income tax withheld each week based on $750 in

     earnings.

D. Betty’s taxable income is reduced by the amount of the contribution.

66. When the net pay of an employee is deposited in the employee’s personal bank


account by the employer, it is called


A. direct payment

C. federal reserve transfer


B. direct deposit


D. paperless payment

Group 12

Refer to the data in Table 1 on page 12.  For questions 67 through 74, write on your answer sheet the word YES if the answer is yes; write NO if the answer is no.  

67. Did the transaction of December 1 include a debit to Merchandise Inventory for  

 $2,500?

68. Did the transaction of December 3 include a debit to Accounts Receivable for 

$3,250?

69. Did the transaction of December 4 result in an increase to the Purchases account?

70. Did the transaction of December 5 include a debit to Purchases?

71. Did the transaction of December 6 include a credit to Office Supplies?

72. Did the transaction of December 9 include a debit to Accounts Payable for $2,450?

73. Did the transaction of December 14 include a debit to Sales Returns?

74. Did the transaction of December 22 include a debit to Cash for $1,360?

Group 12 continued
Continue to use the data in Table 1.  After the December transactions and end-of-year adjusting entries are journalized and posted, determine the ending balances in the accounts.  For questions 75 through 80, write the correct amounts on your answer sheet.

 *75. What is the account balance of Cash?

76. What is the account balance of Accounts Receivable?

77. What is the amount of net sales?

 *78. What is the amount of net purchases?

 *79. What is the amount of cost of merchandise sold?

**80. What is the amount of net income?

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

TABLE 1

(For questions 67 through 80)

Barry Clinton owns a retail electronics sales company.  His fiscal year ends December 31.  Adjustments are made for inventory and office supplies and the temporary accounts are closed at the end of the fiscal year only.  The balances as of November 30, 2005 are as follows.  All accounts have normal balances.  (Operating expenses are combined for simplicity.)

	Account
	Amount
	
	Account
	Amount

	Cash
	6,850
	
	Sales Returns
	3,730

	Office Supplies
	3,790
	
	Sales Discounts
	2,445

	Accounts Receivable
	5,540
	
	Purchases
	40,743

	Merchandise Inventory
	30,675
	
	Transportation In
	1,455

	Accounts Payable
	8,580
	
	Purchases Returns
	2,980

	Barry Clinton, Capital
	35,678
	
	Purchases Discounts
	1,275

	Sales
	96,595
	
	Operating Expenses
	49,880

	
	
	
	Office Supplies Expense
	0


The following transactions occurred in December 2005:

Dec  1  Purchased merchandise for $2,500 on credit from Bentley Co., terms 2/10, n/60.

        3  Sold merchandise for $3,250 on credit to Gloria Damos, terms 1/20, n/30.

        4  Paid $70 for freight charges related to a merchandise purchase.

        5  Purchased office supplies for $65 on credit from Dayton Office Supply.

        6  Returned $20 of the Dec 5 office supplies for credit

        7  Returned $50 of merchandise purchased on Dec 1 from Bentley Co. for credit.

        8  Sold merchandise for $1,625 on credit to Pete Jamison, terms 1/15, n/30.

        9  Paid Bentley Co. for the merchandise purchased on Dec 1.

      14  Pete Jamison returned $25 of merchandise for credit which had been purchased    

            on December 8.

      22  Pete Jamison paid his account in full.

      26  Gloria Damos paid her account in full.

Additional Information:

1.  The physical inventory of merchandise on December 31, 2005 was $32,450.

2.  The physical inventory of office supplies on December 31, 2005 was $875.


