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UIL ACCOUNTING
State 2006-S

Group 1

On your answer sheet write the identifying letter of the best response in the chart below for the items described in questions 1 through 12.

	A
	adequate (or full) disclosure
	
	M
	issued stock

	B
	adjusting entries
	
	N
	objective evidence

	C
	administrative expenses
	
	O
	Paid-in Capital in Excess of Par

	D
	authorized capital stock
	
	P
	par value

	E
	capital stock available for issuance
	
	Q
	preferred stock

	F
	closely held corporation
	
	R
	premium

	G
	closing entries
	
	S
	promissory note

	H
	common stock
	
	T
	publicly held corporation

	I
	comparability
	
	U
	reliability

	J
	correcting entries
	
	V
	Retained Earnings

	K
	discounted note
	
	W
	reversing entries

	L
	dishonored note
	
	X
	selling expenses


1. This accounting concept is applied when a source document is prepared for each 

     transaction.

2. a corporation whose stock is widely held, has a large market, and is usually traded
    on a major stock exchange

3. the operating expenses incurred to sell or market the merchandise sold

4. the maximum number of shares a corporation may issue

5. the cost of insurance protection

6. This accounting concept means that financial reports include enough information to 

    understand a business’s financial condition.

7. If the corporation issues only one class of capital stock, it is called _?_.

8. Entries that may be made whenever an adjusting entry creates a balance in an asset
    or liability account that initially had a zero balance
9. This account represents the increase in stockholders’ equity from the portion of net 

     income not distributed to the stockholders.

10. A note that is not paid when due

11. The amount assigned to each share of stock that is printed on the stock certificate
      is referred to as _?_.

12. This characteristic of financial information relates to the confidence users have that 

       the financial information is reasonably free from bias and error.

Group 2

Brassco has the following information about an outdoor faucet that sells for $15 each.  During the year Brassco sold 279 units.

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

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


      valuation is used?

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

       valuation is used?

Group 3

The Rancho Company bought a vehicle on January 1, 2006 that had an original cost of $30,000 with an estimated salvage value of $2,000 and an estimated useful life of 4 years.  For questions 15 and 16, write the correct amount on your answer sheet.

15. What is the book value as of 12-31-08 using the straight-line method?

16. What is the book value as of 12-31-08 using the double-declining balance method?

Group 4
At the end of its fiscal year (12-31-05), before any adjusting entries are recorded, the following information is available:

	Accounts Receivable
	24,620

	Allowance for Uncollectible Accounts
	365 credit

	Net sales
	127,500

	Total charge sales
	84,250

	The aging of accounts receivable indicates

uncollectible accounts of
	2,650


For questions 17 and 18, write the correct amount on your answer sheet.

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


     uncollectible accounts?

 *18. If the company were to estimate uncollectible accounts based on 2% of total sales


     on account, what would be the book value of accounts receivable on the balance

      sheet dated 12-31-05?

Group 5

Beacon, Inc. estimated its corporate federal income tax for the year 2005.  Beacon made four payments to the IRS in 2005 for $23,000 each and debited Federal Income Tax Expense and credited Cash in Bank for each payment.

The CPA for Beacon prepared an end-of-year (12-31-05) 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 $5,370,515 and an Income Statement Credit column subtotal of $5,657,915.  

The corporate federal income tax rates for 2005 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 19 through 24, write the identifying letter of the best response on your answer sheet.

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

      corporation will report on its Income Statement for the year ended 12-31-05?

      A. $3,336      B. $92,000      C. $95,336       D. $97,716            E. $112,086

20. The adjusting journal entry for corporate federal income tax expense for 2005

       includes a:

      A. credit to Federal Income Tax Payable


      B. credit to Federal Income Tax Expense


      C. debit to Cash in Bank

      D. debit to Federal Income Tax Payable

 * 21. What is the balance of Federal Income Tax Payable after the 12-31-05 adjustment

      is posted?

      A. zero    B. $3,336      C. $5,716        D. $20,086         E. $92,000          F. $95,336

22. Federal Income Tax Payable is classified on the financial statements as a/an

      A. income tax expense item

C. deferred revenue

      B. current liability


D. long-term liability

 *23. What is Net Income After Federal Income Tax as reported on the income statement

      for the year ended 12-31-05?

      A. $175,314
C. $192,064 
      E. $284,064

      B. $189,684       D. $195,400        F. $287,400

24. What is the Income Statement Debit column subtotal before net income is written 
      on the work sheet?

      A. $5,370,515     B. $5,373,851     C. $5,462,515     D. $5,465,851     E. $5,468,231

Group 6

Indicate where each item (25 through 34) would be found in the following sections of a classified balance sheet and income statement of Jayco, Inc. for the year ended December 31, 2005.  Write the identifying letter(s) of the correct section(s) on your answer sheet.

	A
	Administrative Expenses
	
	G
	Operating Revenues

	B
	Cost of Merchandise Sold
	
	H
	Other Expenses

	C
	Current Assets
	
	I
	Other Revenue

	D
	Current Liabilities
	
	J
	Property, Plant and Equipment

	E
	Investments
	
	K
	Selling Expenses

	F
	Long-Term Liabilities
	
	L
	Stockholders’ Equity


25. Dividends Payable (due April 1, 2006)

26. Loss on Plant Assets

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

28. Federal Corporate Income Tax Payable (due March 15, 2006)


29. Book value of accounts receivable

30. Interest Income

31. Merchandise Inventory as of January 1, 2005

32. Unearned Rental Income (will be earned by June 1, 2006)

33. Merchandise Inventory as of December 31, 2005

34. Retained Earnings

Group 7

The following account balances were taken from the end of fiscal year financial statements of Birddog, Inc. for December 31, 2005:

	Cash in Bank
	10,000
	
	Accounts Payable
	18,000

	Accounts Receivable
	20,000
	
	Federal Income Tax Payable
	2,200

	Merchandise Inventory
	17,800
	
	Dividends Payable (due 2-15-06)
	4,400

	Prepaid Insurance
	2,200
	
	Sales Taxes Payable
	400

	
	
	
	Long-Term Notes Payable (due 2-1-10)
	150,000


For questions 35 through 37, write the correct amount or ratio on your answer sheet.  Ratios must be rounded to the nearest tenth and expressed as in this example:   2 to 1.

35. What is the amount of working capital?

 *36. What is the quick ratio?

37. What is the current ratio?

Group 8

Density Co. adjusts its books monthly using the accrual basis of accounting and closes its books at the end of its fiscal year, which is Dec. 31.  The company uses reversing entries.  It uses the banker’s year of 360 days.  On December 13, 2005 Density Co. signed an interest-bearing note payable for $80,000 for 180 days at 6%.

For questions 38 through 40, write the identifying letter of the best response on your answer sheet.
38. What is the face value of the note?

      A. $80,000       B. $80,240       C. $82,160       D. $82,400       E. $84,800

39. What is the maturity value of the note?

      A. $80,000       B. $80,240       C. $82,160       D. $82,400       E. $84,800

40. What is the amount of the reversing entry that affects Interest Payable?

      A. zero       B. $18       C. $240       D. $2,160       E. $2,400

Group 9

For question #41, write the identifying letter of the best response on your answer sheet.

 *41. Susan Webb is considering purchasing stock in one of three companies.  She has 

    gathered the following information about the companies:

	
	Sun, Inc.
	Moon, Inc.
	Stars, Inc.

	Earnings Per Share
	$1.60
	$0.75
	$2.25

	Current Market Value Per Share
	$19.60
	$10.50
	$29.25


    If all other company considerations are comparable, which stock will be more

    attractive to Susan after she calculates the price-earnings ratio for each company?

    A. Sun, Inc.

    B. Moon, Inc.

    C. Stars, Inc.

Group 10

On your answer sheet write the identifying letter of the best response in the chart below for the items described in questions 42 through 48.

	A
	Discount on Notes Payable
	
	E
	Interest Receivable

	B
	Interest Expense
	
	F
	Mortgage Payable

	C
	Interest Income
	
	G
	Unearned Revenue

	D
	Interest Payable
	
	
	


42. accrued expense payable


46. accrued expense

43. prepaid expense



47. long-term liability

44. accrued revenue



48. accrued revenue receivable

45. revenue received before it is earned

Group 11
For questions 49 through 52, write the correct amount on your answer sheet.

49. Bower, Inc. began operations and all stock was issued on opening day of public

      trading.  The financial statements at the end of the first year included the following:

	Preferred 6% Stock, $100 par value
	$60,000

	Common Stock, $8 par value
	112,000

	Paid-in Capital in Excess of Par--Common
	64,400

	Retained Earnings
	86,700


      What was the selling price per share of the common stock?

50. Denham, Inc. had 22,250 shares of $6 par common stock issued.  At the end of the

      year 2005, the corporation had net income of $260,900.  The board of directors

      declared a $5 cash dividend per share of common stock on the last day of 2005. 

      How much of the 2005 net income was retained by the corporation after the 

      dividend?

 *51. The financial statements of Coastal, Inc. included the following on January 1, 2006:

	Preferred $6 Stock, $100 par
	$250,000

	Common Stock, $5 par
	465,000

	Paid-in Capital in Excess of Par—Common
	116,250

	Retained Earnings
	978,652


      The board of directors approved the annual cash dividend of $247,500 for both

      preferred and common stockholders.  The dividend is payable to stockholders of 

      record as of January 15, 2006 with payment on February 1, 2006.  What is the

      amount of the dividend paid on each share of common stock?

52. Xavier Co. carries an average monthly inventory of $75,000.  When the company 

      prepares financial statements, the accountant estimates ending inventory using the

      gross profit method.  Xavier historically has averaged a gross profit percentage

      of 42%.  Following are the normal balances in the general ledger on 3-31-06:

	Net Sales
	187,200

	Beginning Inventory, January 1, 2006
	63,200

	Net Purchases
	117,236



What is the estimated ending inventory on 3-31-06 using the gross profit method?

Group 12

Refer to the data in Table 1 on page 10.  For questions 53 through 55, write the identifying letter of the best response on your answer sheet.

53. Besides a debit to Cash in Bank for $60,000 and a credit to Accounts Receivable



for $64,200, the
transaction on July 3 will include a debit to


A. Income Summary for $4,200


B. Loss on Sale of Liquidated Assets for $4,200


C. Joseph Cotton, Capital for $2,100 and a debit to Maria Bales, Capital for $2,100


D. Joseph Cotton, Capital for $2,520 and a debit to Maria Bales, Capital for $1,680

54. Besides a debit to Cash in Bank for $26,000 and a debit to Accumulated 


Depreciation—Equipment for $3,000 and a credit to Equipment for $27,000, the 


transaction on July 6 will include a credit to


A. Joseph Cotton, Capital for $1,000 and a credit to Maria Bales, Capital for $1,000


B. Joseph Cotton, Capital for $1,200 and a credit to Maria Bales, Capital for $800


C. Gain on Sale of Liquidated Assets for $2,000


D. Income Summary for $2,000

55. Which of the following statements is true regarding the partnership liquidation of 


Cotton and Bales?


A. The partnership is not required to repay creditors as a result of liquidation, but



may elect to do so.


B. The sale of the inventory includes a credit to Income Summary for $18,000.


C. The sale of the inventory includes a debit to Loss on Sale of Liquidated Assets



for $18,000.


D. If these partners did not have a written agreement, the laws of the state would



determine how gains, losses, and final distribution of cash would be divided.

Continue to refer to the data in Table 1.  Write the correct amount on your answer sheet for questions 56 and 57.

  *56. On July 10, 2005, how much cash did Joseph Cotton receive?

  *57. On July 10, 2005, how much cash did Maria Bales receive?

Group 13
Refer to the data in Table 2 on page 11.  For questions 58 through 61, write the correct amount on your answer sheet.

58. What is the amount of net sales?

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

60. What is the amount of net purchases?

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

Continue to refer to the data in Table 2.  For questions 62 through 65, write the identifying letter of the best response on your answer sheet.

62. Lighthouse Co. has determined that its component percentage for cost of 


merchandise sold is considered


A. acceptable because 50.6% is not more than 55%


B. unacceptable because it is more than 55%


C. acceptable because 54% is not more than 55%


D. unacceptable because it is less than 45%

  *63. Lighthouse Co. has determined that its component percentage for gross profit is 


considered


A. acceptable because it is more than the 55% allowed for gross profit


B. acceptable because 46% is not less than 45%


C. unacceptable because 43.1% is less than 45%


D. unacceptable because 54% is more than 45%

64. Lighthouse Co. has determined that its component percentage for total expenses is


considered


A. acceptable at 34.7%
C. unacceptable at 37%


B. acceptable at 37%

D. unacceptable at 34.7%

  *65. Lighthouse Co. has determined that its component percentage for net income is 


considered


A. acceptable because it is 8.4%


B. acceptable because it is not less than 10%


C. unacceptable because 9% is less than 10%


D. unacceptable because 8.4% is less than 10%

Group 14
The office of Farmer Co. was vandalized.  The computer hard drive and back up media were destroyed.  Printed reports of the general ledger for 2005 had been partially burned.  The day before the break-in the accountant had taken home the accurate work sheet shown on page 13.
The accountant prepared a summary of most of the transactions for the year from the salvaged printed reports, and he also gathered other verified information.  The accountant’s summary is presented in Table 3 on page 12 along with T-accounts.
It is company policy to purchase on account only merchandise for resale.  All other assets and expenses must be paid for by check rather than purchased on account.  Some of the merchandise vendors used in 2005 did not allow purchases on account by Farmer Co. and required that payment by check be received before they would ship the items.  The owner only withdraws cash.
For items 66 through 75, write the correct amount on your answer sheet.

66. amount of Merchandise Inventory in the Adjusted Trial Balance Debit column

67. amount recorded in the Adjustment column on the line for Supplies

68. amount recorded in the Adjustment column on the line for Prepaid Insurance

 *69. amount of gross profit

 *70. amount of net income or net loss for 2005

71. amount recorded in the Adjustment column on the line for Income Summary

72. amount of sales on account

73. amount of purchases of merchandise on account

 *74. work sheet subtotal (before net income or net loss is calculated) in the Income

      Statement Debit column

 *75. work sheet subtotal (before net income or net loss is calculated) in the 

      Balance Sheet Debit column

Continue to refer to the data in Table 3 and the work sheet.  For items 76 through 80, write the correct amount on your answer sheet for the general ledger account balance as of January 1, 2005.

 ***76. Cash in Bank

 *77. Accounts Receivable

 *78. Accounts Payable

79. Supplies

 *80. Prepaid Insurance 

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 53 through 57)

After seven years of business, Joseph Cotton and Maria Bales agreed to dissolve their partnership and cease business operations.  The required legal documents were filed, and on June 30, 2005 adjusting and closing entries were journalized and posted.  Financial statements were also prepared as of June 30, 2005.

The partners have a written partnership agreement that includes a clause regarding liquidation.  All gains and losses must be divided as follows:  Joseph Cotton 60% and Maria Bales 40%.  Any remaining cash is to be divided according to the same respective percentages.  No financial statements will be prepared in July 2005.

On June 30, 2005 after adjusting and closing entries have been posted, the general ledger balances are shown in the T-accounts below.

July 2005 Liquidation Transactions:

July 3
    Sold the accounts receivable to a finance broker for $60,000

July 5
    Sold the merchandise inventory to a discount warehouse for $62,000

July 6
    Sold all the equipment for $26,000

July 9
    Paid the entire balance of the note payable

July 10   Distributed remaining cash to the partners

	Cash in Bank 
	
	Accts Receivable
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	2,000
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	Note Payable
	
	J. Cotton, Capital
	
	M. Bales, Capital
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Table 2

(for questions 58 through 65)
Lighthouse Co. has determined the following acceptable component percentages:

	Income Statement Item
	
	Acceptable

Component %’s

	Net Sales
	
	100%

	Cost of Merchandise Sold
	
	not more than 55%

	Gross Profit on Net Sales
	
	not less than 45%

	Total Expenses
	
	not more than 35%

	Net Income
	
	not less than 10%


The following items are found on the Income Statement of Lighthouse Co. for the year ended December 31, 2005 (listed here in alphabetical order).

	Beginning Inventory 1-1-05
	
	40,790

	Ending Inventory 12-31-05
	
	42,620

	Expenses (combined for simplicity)
	
	46,805

	Purchases
	
	71,014

	Purchases Discounts
	
	3,425

	Purchases Returns & Allowances
	
	2,104

	Sales
	
	134,945

	Sales Discounts
	
	4,650

	Sales Returns & Allowances
	
	3,795

	Transportation In
	
	4,655


Table 3
(for questions 66 through 80)

Summary of 2005 Transactions and Other Information Verified by Accountant:

· Cash sales $34,360

· Received from customers on account $7,500

· Equipment purchased $6,000

· Purchases of merchandise paid by check to vendors $7,290 (not originally purchased on account)
· Physical inventory of merchandise taken on December 31, 2005 $4,210

· Paid on account to vendors $21,285

· Supplies bought periodically throughout the year $3,615

· Supplies inventory on December 31, 2005 $2,255
· One-year insurance policy purchased August 1, 2004 $2,880

· One-year insurance policy purchased August 1, 2005 $3,360

· Owner invested $25,000 during 2005

     Cash In Bank                        Accounts Receivable                     Mdse. Inventory
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	Farmer Co.

	Work Sheet

	For the Year Ended December 31, 2005

	Account Title
	Trial Balance
	Adjustments
	Adjusted Trial Balance
	Income Statement
	Balance Sheet

	
	Debit
	Credit
	Debit
	Credit
	Debit
	Credit
	Debit
	Credit
	Debit
	Credit

	Cash in Bank
	16,520
	
	
	
	
	
	
	
	
	

	Accounts Receivable
	2,920
	
	
	
	
	
	
	
	
	

	Merchandise Inventory
	3,700
	
	
	
	
	
	
	
	
	

	Supplies
	5,065
	
	
	
	
	
	
	
	
	

	Prepaid Insurance
	5,040
	
	
	
	
	
	
	
	
	

	Equipment
	61,000
	
	
	
	
	
	
	
	
	

	Accounts Payable
	
	4,220
	
	
	
	
	
	
	
	

	Fannie Farmer, Capital
	
	90,695
	
	
	
	
	
	
	
	

	F. Farmer, Drawing
	8,000
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Sales
	
	42,620
	
	
	
	
	
	
	
	

	Purchases
	26,080
	
	
	
	
	
	
	
	
	

	Rent Expense
	5,400
	
	
	
	
	
	
	
	
	

	Utilities Expense
	3,120
	
	
	
	
	
	
	
	
	

	Advertising Expense
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