UIL Accounting Invitational 2007-B

-9-

UIL ACCOUNTING
Invitational 2007-B

Group 1

In items 1 through 17 are listed some of the accounts that appear in the Account Title section of a work sheet.  Indicate whether the normal account balance will be entered in the debit or the credit column of the Trial Balance section of the work sheet using the following code: 





   DR = Trial Balance debit column






   CR = Trial Balance credit column

1. Amos Glaxo, Capital



10. Purchases Discounts

2. Store Equipment




11. Transportation In

3. Rent Expense




12. Prepaid Insurance

4. Accounts Payable



13. Amos Glaxo, Drawing


5. Service Revenue




14. Sales Tax Payable

6. Accounts Receivable



15. Salary Expense

7 Office Supplies




16. Sales Discounts

8. Sales






17. Purchases

9. Merchandise Inventory

Group 2

From the list of terms, select the one that best completes each missing word or words in items 18 through 22.  Each term (if used) is used only once.  Write the identifying letter of the correct term on your answer sheet.

	A
	business entity
	
	F
	historical cost

	B
	competence
	
	G
	independence

	C
	confidentiality
	
	H
	integrity

	D
	consistent reporting
	
	I
	objective evidence

	E
	going concern
	
	J
	objectivity


18. While performing an audit of Coretron Manufacturing Company, the auditor agreed 

 
secretly to quit his job with the auditing firm and to accept the position of Chief 


Financial Officer of Coretron six weeks after the current audit is completed.  This 


action violates the principle of _?_.

19. A CPA who only prepares financial statements for businesses and who focuses all

 
his continuing education in this area decided to perform a new client’s audit even 

 
though his knowledge of auditing is very limited.  This violates the principle of _?_.

20. The principle of _?_ requires that accountants be impartial, honest, and free of 


conflicts of interest.

21. Failing to correct false and misleading financial statements because it requires


many hours of additional work violates the principle of _?_.

22. A CPA who prepares individual income tax returns told a friend at a dinner party 


how much one of his clients earns annually.  This violates the principle of _?_.

Group 3

Konn’s is a retail electronics store. At the beginning of each week the change fund has exactly $250 in currency and coins.  Customers who have previously purchased merchandise using a Konn’s credit card may make payments on their accounts inside the Konn’s store.  (This is indicated by the column called “Collected From Customers on Account.”) For each of the four weeks in the month of January, the following information is known:

	Week
	Cash Sales
	Sales Tax

Collected
	Collected

From

Customers on

Account
	Cash in
 Drawer at End of Week

	1
	1,250.00
	100.00
	642.18
	2,238.76

	2
	1,365.00
	109.20
	478.50
	2,204.65

	3
	2,560.00
	204.80
	792.19
	3,801.51

	4
	2,325.00
	186.00
	598.60
	3,354.80


For questions 23 through 28, write the identifying letter of the best response on your answer sheet.

23. The total sales for the month of January are:


A. $6,500     B. $7,500     C. $8,100     D. $8,488.25     E. $8,500     F. $10,011.47

24. By what amount was a liability account increased for the month of January?


A. $0.00       B. $11.75     C. $600        D. $618.75        E. $2,511.47

25. By what amount was an asset account decreased for the month of January?


A. $0.00       B. $600        C. $1,000     D. $2,511.47     E. $7,500

26. Which of the following is false?


A. If the salesclerk gives a customer too much change, the amount of cash in the 


     drawer at the end of the day is short.


B. Cash Short & Over is a nominal account.


C. Cash overages are revenue for the business; they are recorded as credits to 


     Cash Short & Over.


D. The Cash Short & Over account has a normal debit balance because the word


     “Short” is listed first in the account title.

27. The sales tax rate is


A. 5%     B. 7.75%     C. 8%     D. 8.25%     E. 8.75%

*28. For the month of January, the cash fund was over or short and by what amount?



Amount

Over/Short

A.   zero

  neither


B.  $3.42

   short


C.  $11.75

   short


D.  $1.95    
    
   over


E.  $11.75
    
   over


F.  $988.25
   
   short

Group 4

Holiday Supply Co. owed the three suppliers $47,690 as of January 31, 2006.  On February 28, 2006 the balance of the controlling account for Accounts Payable had decreased by $5,010 since the beginning of the month.

From Holiday Supply Co.’s

General Ledger:                





           


    Accounts Payable
	
	                    (2-1-06)

	
	

	(Feb 2006)__________
	_________  (Feb 2006)

	
	

	
	                     (2-28-06)

	
	


Holiday Supply Co.’s Accounts Payable Subsidiary Ledger:

           Celebrate Flag Day Co.                     Debit
       Credit          Balance

	2-1-06
	
	
	15,870

	Feb 2006
	24,000
	
	14,270


           Valentines Co. 


       

Debit
       Credit          Balance

	2-1-06
	
	
	20,410

	Feb 2006
	15,460
	
	


           Independence Co.

     
       
Debit
       Credit
    
 Balance

	2-1-06
	
	
	

	Feb 2006
	
	20,885
	16,560


For questions 29 through 31, write the correct amount on your answer sheet.

29. What is the balance of the Valentines Co. account on 2-28-06?

30. How much was paid to Independence Co. on account in February 2006?

 *31. What was the total amount of purchases on account by Holiday Supply Co. for



the month of February?

Group 5

The Balance Sheet for Jack’s Computer Shop appears below.  Refer to it and answer questions 32 through 35 by writing the identifying letter of the best answer on your answer sheet.  Consider each question independently.

	Jack’s Computer Shop

	Balance Sheet

	December 31, 2006

	Assets
	
	
	Liabilities
	

	Cash
	7,940
	
	Accounts Payable
	  $     9,420

	Accounts Receivable
	2,100
	
	
	         

	Computer Equipment
	40,950
	
	Owner’s Equity
	

	Office Equipment
	6,480
	
	Jack Murray, Capital
	       ?       

	Office Furniture
	       ?                
	
	
	

	Total Assets
	  $       ?
	
	Total Liabilities and

   Owner’s Equity
	  $        ?

	
	========
	
	
	========


32. If the balance in the Jack Murray, Capital account is $50,410, what would be the 
balance in the Office Furniture account?


A. $2,360

D. $40,990


B. $7,060

E. $48,050


C. $16,480

33. If the balance of the Office Furniture account was $4,620, what would be the total liabilities and owner’s equity?


A. $14,040

D. $62,090


B. $52,670

E. $71,510


C. $52,850

* 34. If the balance sheet showed an amount in the Office Furniture account of $6,925 



and if all the computer equipment was sold for its historical cost and cash received, 



what would be the balance of Jack Murray’s capital account?


A. $16,345

D. $64,395


B. $41,125

E. $73,815


C. $54,975

 * 35. If the balance sheet showed an amount of $3,280 in the Office Furniture account, 



and $4,215 of Accounts Payable were paid and $860 of Accounts Receivable was 



received, what would be the balance of Jack Murray’s capital account?


A. $47,975

D. $57,395


B. $48,050

E. $60,750


C. $51,330

Group 6
Below are selected line items from a portion of a work sheet.  The beginning inventory is $15,980.  Use this data to answer questions 36 through 41.  Write the correct amount on your answer sheet.  Indicate a net loss by brackets or parentheses.

	
	INCOME STATEMENT

	ACCOUNT
	DEBIT
	CREDIT

	Income Summary
	2,240
	

	Sales
	
	67,125

	Sales Returns & Allowances
	1,485
	

	Sales Discounts
	2,690
	

	Purchases
	36,820
	

	Purchases Returns & Allowances
	
	1,660

	Purchases Discounts
	
	2,410

	Transportation In
	2,780
	

	Expenses (combined)
	28,150
	


36. What is the amount of net purchases?

37. What is the amount of net sales?

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

* 39. What is the amount of cost of delivered merchandise?
* 40. What is the amount of cost of merchandise sold? 
* 41. What is the amount of net income or net loss?

Group 7

It is company policy to record any necessary journal entries and to update the checkbook balance after the bank reconciliation is completed.  For questions 42 and 43, write the correct amount on your answer sheet.

Data: 
Bank Service Charge for February is $8.50



Deposits in transit on February 28 are $4,690.22 and $3,218.76



Reconciled bank balance on February 28 is $9,216.48



Outstanding checks on February 28 are $12.50, $3,497.59, and $4,284.35

 * 42. Given the above facts, what was the amount that was printed on the bank
     
statement as the closing balance for February 28?

43. What was the balance in the cash account in the accounting records prior to

      reconciling the bank statement?

Group 8

Below are selected accounts from the general ledger of Clay Pottery Barn for the nine months ended September 30, 2006.  Sales taxes collected in a given month are paid to the state by the 20th of the following month along with a sales report.  All sales are taxable by the state.  It is company policy to close the temporary accounts only at the end of the fiscal year, which is December 31.

	Cash
	
	Accounts Receivable
	
	Sales Tax

Payable
	
	Sales

	4,263
	
	
	1,964
	
	
	
	307
	
	
	34,628

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	


Analyze the following transactions using the T accounts (which will not be reviewed by the graders.)  Add 8% sales tax to each sale.  (In the following transactions that involve sales of merchandise, the amounts given are the selling prices only.)

Oct 4      Recorded bank credit card sale of $650 to Ajay Montay.

Oct 8      Sold merchandise on account to Sally Petrey $350.

Oct 12    Sold merchandise on account to Lindsey Holland $2,000.

Oct 15    Paid sales taxes collected in September to the state of Texas.

Oct 16    Received $648 on account from Debbie Winters.

Oct 19    Recorded cash sale to Calista Freeman $475.

For questions 44 through 47, write the correct amount on your answer sheet.

* 44. What is the amount of sales that should appear on an Income Statement for the

      month of October?

45. In the month of October what was the total amount of all debits to Accounts 

      Receivable?

46. On October 31, what amount is owed to the state of Texas?

* 47. What is the balance in the Cash account on October 31?

Group 9

Use the following information for questions 48 and 49.  Write the identifying letter of the correct amount on your answer sheet.

Payroll tax expense per employee is based on the following:

	Social Security
	6.2% on gross earnings up to $94,200

	Medicare
	1.45% on all earnings

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

	State Unemployment Tax
	.95% on first $9,000 of gross earnings

	Federal Income Tax
	Disregard


The applicable employer matching taxes are at the same rate as the employee rate.

The earnings for the calendar year 2006 for the employees of Best Delivery Service are as follows:

	Employee
	Cumulative

Earnings

	Jason Weems
	98,000

	Edward Smith
	32,000

	Bunny Birdsong
	7,400

	Cody Fields
	6,000


 * 48. What is the total amount of payroll taxes paid by all the employees?


A. $10,679.40




B. $10,734.50


C. $10,915.00


D. $10,970.10

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


A. $
514.30


B. $
566.00


C. $9,169.50


D. $11,248.80


E. $11,484.40


F. $13,479.60

Group 10

For each of the situations in items 50 through 53, use the following code to indicate whether such an individual is an employee or a self-employed contractor.  Write the best identifying letter on your answer sheet:  

	A
	employee

	B
	self-employed contractor


50. A person agrees to work in the bakery twenty hours per week to bake cookies using 

    
the bakery’s secret recipes.  This person uses the rest of her weekly time going to 

    
school.

51. A person agrees to repair a leaky faucet in the bakery.  This person is a master 

    
plumber and does plumbing repairs for many businesses in the town where the 

    
bakery is located.

52. A person agrees to provide wedding cakes for the bakery to sell.  This person also 

    
makes candy, cookies, birthday cakes, and breads and sells them directly to the 

    
public.  All these items are made in the person’s home kitchen.

53. Because the bakery is located in a very old building, which is in constant need of 

    
repair, a person agrees to work full time for the bakery (and only the bakery) doing 

    
plumbing, electrical, and structural repairs and maintenance.  The owner often gives 

    
specific instructions as to how and when the repairs should be made, and the owner

    
must pre-approve any spending for the repairs.

Group 11

Refer to the information in Table 1 on page 10.  A work sheet form is provided on page 11.  For items 54 through 56, write the correct amount on your answer sheet for the following account balances that were not legible on the November 30, 2006 financial statements.

54. Cash in Bank

55. Accounts Payable

56. Becky Apollo, Capital

Continue to refer to Table 1.  For items 57 through 62, write “YES” if the answer to the question is yes; write “NO” if it is no.

57. Did each of the three checks written in December debit three expense accounts?

58. From the information given, is it possible to determine the balance of the Office 

    
Supplies account on 1-1-06?

59. Did the only bank deposit in December cause the account Sales to be credited?

60. Did any part of the premium of the insurance policy purchased on 12-4-06 for 


$1,500 become an expense in 2006?

61. Did the purchase of merchandise from Daxter Co. include a December debit to 

    
Merchandise Inventory?

62. Does the December 31 adjusting entry for merchandise inventory include a debit to 

    
Income Summary?

Group 11 continued
Continue to refer to Table 1.  For items 63 through 66, write the correct amount on you answer sheet.

* 63. What was the balance of Merchandise Inventory on 1-1-06?

* 64. What was the component percentage of gross profit for the year-to-date on 

      11-30-06?

65. What was the amount of the adjusting entry for office supplies for December?

  ** 66. What is the net income for the twelve months ending 12-31-06?

Continue to refer to Table 1.  For items 67 through 75, write the correct amount on your answer sheet for the following account balances that would appear in the unadjusted trial balance columns of the work sheet for the twelve months ended 12-31-06.

67. Cash in Bank

     *
70. Merchandise Inventory

73. Purchases

* 68. Prepaid Insurance

71. Accounts Payable


74. Rent Expense

* 69. Office Supplies


72. Sales





75. Insurance Expense

Continue to refer to Table 1.  For items 76 through 80, write the correct amount on your answer sheet for the following account balances that would appear in the adjusted trial balance columns of the work sheet for the twelve months ended
12-31-06.

76. Prepaid Insurance




77. Office Supplies





78. Merchandise Inventory

79. Insurance Expense

80. Office Supplies Expense
This is the end of the exam.  Please hold your answer sheet and exam until the contest director asks for them.  Thank you.

Table 1

(for questions 54 through 80)

The office and showroom of Apollo Company sustained structural damages from a tornado at 3 a.m. on Dec. 5, 2006 causing some of the accounting records to be water-damaged and some literally to be blown away.  The merchandise inventory fortunately had no damage.  The company prepares adjusting entries and financial statements monthly.  (The Income Statement is always for the year-to-date.)  However, closing entries are prepared only at the end of the fiscal year, which is December 31.

The accountant was able to compile the following information from the records found and by calling other companies with whom Apollo does business.

From financial statements found (Balance Sheet dated November 30, 2006 and year-to-date Income Statement for the eleven months ended November 30, 2006):  (All account balances are normal balances.  All the accounts in the general ledger are listed.  However because of the weather damage some of the amounts were not legible.)

	Cash in Bank
	(can’t read)
	
	Sales
	72,960

	Accounts Receivable
	2,645
	
	Purchases
	44,261

	Prepaid Insurance
	100
	
	Rent Expense
	6,875

	Office Supplies
	520
	
	Insurance Expense
	1,100

	Merchandise Inventory
	11,435
	
	Office Supplies Expense
	790

	Accounts Payable
	(can’t read)
	
	Utilities Expense
	7,920

	Becky Apollo, Drawing
	15,000
	
	Advertising Expense
	4,355

	Becky Apollo, Capital
	(can’t read)
	
	Miscellaneous Expense
	315

	Income Summary
	485 CR
	
	
	


Information obtained from Apollo’s checkbook:

Cash balance on the last unused check stub dated Dec. 4, 2006 was $2,498.00

The only deposit in Dec. was for cash sales of $2,185 (no charge sales in Dec.)

There were three checks written in December as follows:


Dec. 1     Rent     $650

    Dec. 4     Insurance (see below)


Dec. 2     Office Supplies $625

Information obtained from contacting other businesses:

Owed to Swanson Company as of Nov. 30, 2006   $3,685

Owed to Beverly Company as of Nov. 30, 2006   $2,429

Merchandise purchased on account (and received) from Daxter Co. on 12-2-06 

     was $3,420.  (This is the only merchandise purchased in December.)

Information obtained from Apollo’s insurance agent:

Policy bought on 12-3-05 for $1,200 for coverage period of 1-1-06 to 12-31-06

Policy bought on 12-4-06 for $1,500 for coverage period of 1-1-07 to 12-31-07

Physical Inventories (taken on Dec. 5, 2006 after electricity service restored)

Office Supplies   $495     Merchandise Inventory $14,029

No other transactions occurred in December because the insurance claim was still pending and the structural repairs had not yet been completed.  Enough information is provided to prepare the work sheet for the twelve months ended December 31, 2006.
UIL Accounting Invitational 2007-B
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	Apollo Company

	Work Sheet

	

	Account Title
	Trial Balance
	Adjustments
	Income Statement
	Balance Sheet

	
	Debit
	Credit
	Debit
	Credit
	Debit
	Credit
	Debit
	Credit

	Cash in Bank
	
	
	
	
	
	
	
	

	Accounts Receivable
	
	
	
	
	
	
	
	

	Prepaid Insurance
	
	
	
	
	
	
	
	

	Office Supplies
	
	
	
	
	
	
	
	

	Merchandise Inventory
	
	
	
	
	
	
	
	

	Accounts Payable
	
	
	
	
	
	
	
	

	Becky Apollo, Drawing
	
	
	
	
	
	
	
	

	Becky Apollo, Capital
	
	
	
	
	
	
	
	

	Income Summary
	
	
	
	
	
	
	
	

	Sales
	
	
	
	
	
	
	
	

	Purchases
	
	
	
	
	
	
	
	

	Rent Expense
	
	
	
	
	
	
	
	

	Insurance Expense
	
	
	
	
	
	
	
	

	Office Supplies Expense
	
	
	
	
	
	
	
	

	Utilities Expense
	
	
	
	
	
	
	
	

	Advertising Expense
	
	
	
	
	
	
	
	

	Miscellaneous Expense
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	


