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UIL ACCOUNTING
State 2007-S
Group 1

For questions 1 through 10, indicate the normal balance side of the following accounts using the code:   DR=debit   CR=credit

1. Petty Cash




  6. Accumulated Depreciation—Equipment 

2. Gain on Plant Assets


  7. Dividends—Common 

3. Unearned Fees



  8. Allowance for Uncollectible Accounts

4. Retained Earnings


  9. Federal Income Tax Payable

5. Interest Receivable


10. Paid-in Capital in Excess of Par

Group 2

	PETTY CASH REPORT

	

	Date:
	March 31, 2007
	Custodian:   Ella Stephens

	                                                                                                                            Replenish

	                         Explanation                                          Reconciliation                      Amount

	Fund total
	
	
	250.00
	
	

	Payments:
	
	
	
	
	

	
	Supplies
	
	
	
	

	
	Postage
	39.00
	
	
	

	
	Miscellaneous
	22.10
	
	
	

	
	
	
	
	
	

	Less:
	Total payments
	
	
	
	

	Equals:
	Recorded amount on hand
	
	
	
	

	Less:
	Actual amount on hand
	
	40.77
	
	

	Equals:
	Cash short or over?__short_
	
	1.25
	
	

	Amount to replenish
	
	
	
	


For questions 11 and 12, write the correct amount on your answer sheet.

11. What is the amount to replenish?

12. What was the amount spent for supplies?

Group 3

Consider the following selected items taken from the financial statements for the calendar year 2006.  Other items for the calendar year 2005 are also provided.  The only class of stock authorized by this corporation is common stock.  It is company policy to use net income after taxes for all profitability ratios.
	Cash in Bank
	27,000
	
	Note Payable (due 9 mo)
	10,000

	Petty Cash
	200
	
	Interest Payable (due 9 mo)
	375

	Accounts Receivable
	34,000
	
	Accounts Payable
	15,525

	Merchandise Inventory
	23,800
	
	Federal Income Tax Payable
	3,300

	Supplies on Hand
	1,200
	
	Dividends Payable
	4,400

	Prepaid Insurance
	2,200
	
	Sales Tax Payable
	400

	Total Assets 12-31-06
	420,000
	
	Note Payable (due 5 years)
	125,000

	Net Sales
	275,000
	
	Stockholders’ Equity 12-31-06
	250,000

	Net Income After Taxes
	22,000
	
	
	


	Total Assets 12-31-05
	375,000

	Stockholders’ Equity 12-31-05
	150,000


For questions 13 through 18, write the identifying letter of the best response on your answer sheet.

13.  Working capital is equal to

 
A. $11,475

D. $  54,400 

 
B. $27,200

E. $  88,400

 
C. $34,000

F. $122,400

14.  The current ratio is _?_ to 1.

 
A.  1.8


D.    3.74 

 
B.  2.49


E.    3.8

 
C.  2.6


F.  12.35

15.  The quick ratio is _?_ to 1.

 
A.  0.38


D.  1.8

 
B.  0.79


E.  2.59

 
C.  1.26


F.  2.6

16.  Return on sales is equal to _?_ %.


A.  5.2

B.  5.9

C.  8

D.  11

E.  14.67
* 17.  Return on stockholders’ equity is equal to _?_ %.

 
A.  5.53

B.  8

C.  8.8

D.  11

E.  14.67
18.  When total assets as of 12-31-06 are compared to the base year, the percent of

 
increase is _?_ %.

 
A.  10.71

B.  12

C.  16.36

D.  18

E.  30

Group 4
For questions 19 through 22, write the identifying letter of the best response on your answer sheet.

19. 
Before a dividend is declared by a corporation’s board of directors, the corporation


A. must have preferred stock authorized and issued.


B. must have an adequate balance in the Retained Earnings account.


C. should have a sufficient amount of cash available to pay the dividend.


D. all the above


E. only B and C above

20.  A separate general ledger owner’s equity account is maintained for each owner of a


A. corporation


B. proprietorship


C. partnership


D. all the above


E. only A and B above


F. only B and C above

21.  Retained Earnings is


A. a stockholders’ equity account.


B. increased by a corporation’s net income.


C. income held by a corporation possibly for business expansion.


D. an amount earned by a corporation and not yet distributed to stockholders.


E. all the above


F. only A and B above

22.  Which of the following statements is false?


A. A corporation’s dividend account is a temporary account similar to a 


     proprietorship’s or partnership’s drawing account.


B. At the end of each fiscal period, the balance in the dividends account is closed to


     an account called Stockholders’ Equity.


C. Dividends normally are declared on one date and paid on a later date.


D. When a board of directors declares a dividend, the corporation is then obligated 


     to pay the dividend, which is evidenced by the account called Dividends


     Payable.


E. Stockholders owning the stock on the date of record receive the entire dividend,


     regardless of how long they have owned the stock. 

Group 5

Refer to the work paper in Table 1 on page 11.  Longhorn, Inc. is authorized to issue 10,000 shares of $100 par, preferred 9% stock and 500,000 shares of $5 par common stock.  The following selected amounts appeared in the Balance Sheet section of the company’s work sheet for the year ended December 31, 2006.  All account balances are normal balances.

	Dividends Payable—Preferred
	22,500

	Dividends Payable—Common
	150,000

	Preferred Stock
	500,000

	Common Stock
	750,000

	Paid-in Capital in Excess of Par--Common
	300,000

	Retained Earnings
	735,000

	Dividends—Preferred
	45,000

	Dividends—Common
	262,500


The company’s work sheet indicates net income for the year of $525,000.  The general ledger also showed that both dividend payable accounts had a zero balance as of January 1, 2006.

(Pay particular attention to the correct format of each of your answers in this group.)

For questions 23 and 24, write on your answer sheet the correct number of shares of stock issued as of January 1, 2006.

23. Preferred Stock

24. Common Stock

For questions 25 through 30, write on your answer sheet the correct dollar amount of the beginning balance as of January 1, 2006 for each of the following:

* 25. Preferred Stock

* 26. Common Stock

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

28. Retained Earnings

29. Dividends—Common

30. Dividends Payable—Preferred 

For questions 31 through 33, write the correct dollar amount on your answer sheet.  

* 31. What was the balance of Retained Earnings after the 12-31-06 closing entries


were posted?

* 32. How much was the dividend amount per share of common stock declared on


June 1, 2006?

* 33. How much was the dividend amount per share of common stock declared on


December 1, 2006?
Group 6

For questions 34 through 42, on your answer sheet write True if the statement is true; write False if it is false.

34. In regards to the declaration of dividends, a journal entry is required on the date of


record.

35. Corporate earnings distributed to stockholders are called dividends.

36. When cash dividends are declared, a dividend account is debited and a liability


account is credited.

37. A corporation may use an agent such as a bank, who then handles the details of


sending dividend checks to individual stockholders.

38. A corporation owned by a few persons or by a family is called a closely-knit


corporation.

39. A partnership is a separate legal entity that is created and exists only by law.

40. Common stockholders have the right to vote for the board of directors of the 


corporation and are entitled to one vote for each share of stock they own.

41. Preferred stockholders have preference over common stockholders because they


are entitled to receive dividends before common stockholders, and preferred


stockholders are entitled to two votes for each share of preferred stock they own.

42. On the Statement of Stockholders’ Equity, Preferred Stock is listed before Common


Stock.

Groups 7, 8, 9, and 10 that follow are independent of each other.  
Some of the given information and some of the correct responses in 
these groups will be used in solving Group 11, which is a work sheet 
problem.
Group 7

Rob Duncan has the following information about his rollerblade inventory and purchases for 2006.  During the year 81 pairs were sold for $250 each and 67 pairs were sold for $260 each.  The company uses the periodic inventory method.  The physical inventory agreed to the accounting records and no inventory was obsolete or damaged.
	
	
	Quantity

(in Pairs)
	Cost per Pair
	

	1-1-06
	Beginning Inventory
	40
	100
	4,000

	Jan
	Purchase
	20
	120
	2,400

	Feb
	Purchase
	20
	119
	2,380

	Mar
	Purchase
	30
	120
	3,600

	Sept
	Purchase
	10
	121
	1,210

	Oct
	Purchase
	20
	122
	2,440

	Nov
	Purchase
	10
	122
	1,220

	Dec
	Purchase
	10
	123
	1,230

	
	
	160
	
	18,480


For questions 43 through 45, write the identifying letter of the best response on your answer sheet.

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


valuation is used?


A. $14,480

D. $17,094

G. $20,390


B. $16,982

E. $17,280

H. $20,576


C. $17,006

F. $18,480

 I.  $20,664

44.  What is the amount of gross profit for the year if the average-cost method of


inventory valuation is used?


A. $14,480

D. $17,094

G. $20,390


B. $16,982

E. $17,280

H. $20,576


C. $17,006

F. $18,480

 I.  $20,664

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


valuation is used?


A. $14,480

D. $17,094

G. $20,390


B. $16,982

E. $17,280

H. $20,576


C. $17,006

F. $18,480

 I.  $20,664

Group 8

Rob Duncan has two plant asset accounts in his general ledger: Computer Equipment and Office Equipment.  As of January 1, 2006 the following information is known:  (No other plant assets are owned besides these.)
Computer Equipment—purchased January 6, 2001 for $3,500 with an estimated salvage value of $50 and an estimated useful life of 5 years depreciated using the straight line method. 

Office Equipment—consists of several items bought as a group of assets (desks, chairs, filing cabinets, shelving for inventory, etc.) on May 2, 2002 for $4,000 with an estimated salvage value of $220 and an estimated useful life of 7 years depreciated using the straight line method.  (Depreciate all these items as one grouped asset.)
2006 Activity:

Computer Equipment:  Rob purchased a new computer system from Dell on January 8, 2006 for a total cost of $6,250 with an estimated salvage value of $350 and an estimated useful life of 5 years to be depreciated using the double-declining balance method.

After the new Dell computer system was installed and fully operational, Rob sold the old computer system (bought on January 6, 2001).  He sold it for $50 on January 11, 2006 to his younger brother, who proceeded to take the computer apart just to see how it functions.

For questions 46 through 52, write the correct amount on your answer sheet.  (You do not need to indicate debit or credit balance.)
What was the normal account balance on January 1, 2006 for each of the following accounts?  (Questions 46 through 49) 
46. Computer Equipment

* 47. Accumulated Depreciation—Computer Equipment

48. Office Equipment

* 49. Accumulated Depreciation—Office Equipment

What was the normal account balance for each of the following accounts as of December 31, 2006 (end of fiscal year) after the annual adjusting entries were posted but before the annual closing entries were posted?  (Questions 50 through 52)
* 50. Depreciation Expense—Computer Equipment

51. Depreciation Expense—Office Equipment

* 52. Computer Equipment

Group 9

Rob Duncan financed a new computer system (server and several peripherals) purchased on January 8, 2006 by signing a promissory note payable to Dell, Inc.  The system costs $6,250 and the amount financed is for the same amount.  The note was interest-bearing at 6% for 24 months.

Rob is not required to make any payments (on principal or interest) until the note matures on January 8, 2008.  Rob does intend to accrue the interest (annual adjusting entries) at the end of each fiscal year, which is December 31.  (You are to calculate your accrual based on months, not days.)

For questions 53 through 56, write the identifying letter of the best response on your answer sheet.

53. 
The face value of the note is


A. zero

B. $375

C. $750

D. $6,250
E. $6,625
F. $7,000

54. 
The maturity value of the note is


A. zero

B. $375

C. $750

D. $6,250
E. $6,625
F. $7,000

55. The adjusting entry on December 31, 2006 to accrue the interest expense would

     
include a:


A. debit to Interest Expense for $750


B. credit to Notes Payable for $375


C. credit to Discount on Notes Payable for $375


D. credit to Interest Payable for $375


E. debit to Interest Receivable for $750

56. On Rob’s December 31, 2006 Balance Sheet, what is the correct classification of 
each of the following liability accounts associated with the computer financing?




Notes

Interest



    Payable

Payable

A.
     current

current


B.
   long-term

current


C. 
   long-term
     long-term


D. 
     current
     long-term

Group 10

Rob Duncan purchases two different kinds of insurance coverage for his rollerblade business.
Payments for insurance are debited to Prepaid Insurance.  Company accounting procedures require that the cost of each policy be allocated to expense over the respective term of each insurance policy as an adjusting entry.  Adjusting and closing entries are prepared only at the end of the fiscal year, which is December 31.  Details about the policies are as follows:

General Liability ($500,000 coverage)

paid by check for $1,140 on Sept. 1, 2005 for a 12-month policy term

paid by check for $1,176 on Sept. 1, 2006 for a 12-month policy term
Inventory Protection ($5,000 coverage against theft, fire, weather damage)

paid by check for $768 on March 1, 2005 for a 24-month policy term

Prior to March 1, 2005 Rob had no insurance coverage.

For questions 57 through 59, write the identifying letter of the best response on your answer sheet.

57. The insurance policy that was purchased for $1,140 will be allocated to expense as


follows:



2005
2006


A.     -0-      1,140


B.   1,140      -0-


C.    380       760


D.    760       380
58. The insurance policy that was purchased for $1,176 will be allocated to expense as


follows:



2006
2007


A.   1,176      -0-


B.     392      784


C.     784      392


D.     -0-
1,176

59. The insurance policy that was purchased for $768 will be allocated to expense as


follows:



2005
2006
2007


A.    785
  -0-
   
  -0-


B.     -0-

  -0-

 785


C.    640       128        -0-


D.    320       384         64


E.      64       384       320

Group 11

Refer to Table 2 on page 12 and the ten-column work sheet on page 13.

For items 60 through 70, write on your answer sheet the correct amount for each normal balance found in the trial balance columns of the work sheet.  (You do not have to indicate debit or credit balance.)

60. Merchandise Inventory


66. Rob Duncan, Drawing

61. Supplies





67. Sales

* 62. Prepaid Insurance



68. Purchases

63. Visa Payable




69. Credit Card Fee Expense

64. Notes Payable—Dell, Inc.

70. Insurance Expense

65. Interest Payable—Dell, Inc.

For items 71 through 76, write on your answer sheet the correct amount for each normal balance found in the adjusted trial balance columns of the work sheet.  (You do not have to indicate debit or credit balance.)
* 71. Merchandise Inventory

72. Supplies

* 73. Prepaid Insurance

74. Accumulated Depreciation—Office Equipment

75. Supplies Expense

* 76. Interest Expense

For items 77 through 80, write the correct amount on your answer sheet.

 * 77. What is the work sheet subtotal of the Income Statement Debit column before net

       income or net loss is calculated?

 * 78. What is the work sheet subtotal of the Balance Sheet Debit column before net

      income or net loss is calculated?

 * 79. What is the work sheet subtotal of the Balance Sheet Credit column before net

      income or net loss is calculated?

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

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 23 through 33)

	Date
	Description
	Preferred Stock
	Common Stock
	Paid In Capital in Excess of Par--Common
	Dividends-- Preferred
	Dividends-- Common

	
	
	
	
	
	
	

	01-10-06
	Issued 500 shares Preferred Stock at par
	
	
	
	
	

	06-01-06
	Declared semiannual cash dividend of $135,000 for both preferred and common stockholders of record as of June 15
	
	
	
	
	

	07-15-06
	Paid all dividends declared on 6-1-06
	
	
	
	
	

	08-10-06
	Received $9 per share when 25,000 shares Common stock issued 
	
	
	
	
	

	12-01-06
	Declared semiannual cash dividend of $172,500 for both preferred and common stockholders of record as of Dec. 15
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	


Table 2

(for questions 60 through 80)
Rob Duncan has a full-time job as a high school accounting teacher and owns a home-based sole-proprietorship called Get In Line.  He started this business while attending college and continues the business so that he can use the profits to pay for his summer travels abroad.

Rob buys inline skates directly from the manufacturer and sells the skates through his Internet website.  He converted his detached garage into business inventory storage and office space.

Rob uses the accrual basis of accounting and makes adjusting and closing entries only at the end of his fiscal year which is December 31.

(Refer also to previous groups of problems on this exam for information you will need to complete Rob’s work sheet found on page 13:


Group 7 regarding merchandise inventory, purchases, and sales.

Group 8 regarding plant assets and depreciation


Group 9 regarding the financing of the new computer system

Group 10 regarding insurance

Additional Facts:

Supplies:  The physical inventory of supplies on January 1, 2006 was $1,430.  Rob purchased by check supplies during the year of $3,060.  The physical inventory of supplies on December 31, 2006 was $845.

Merchandise Inventory:  When Rob purchases skates, he always uses his Visa credit card.  His Visa card is only used for merchandise purchases.  On January 1, 2006 his Visa credit card balance was the same as the cost of his beginning inventory on the same date.  Rob uses the FIFO inventory valuation method.  Per their agreement, the manufacturer pays for the shipping from their warehouse to Rob’s home office.  Rob pays off the Visa credit card monthly so he is never charged any credit card finance charges on this card.  On 12-31-06 he only owed Visa for the purchases made in December 2006. 

Sales:  All customers buy the skates online using their credit cards.  When customers enter their credit card information on Rob’s secure website, Rob’s bank (First National Bank) confirms that the credit is worthy and processes the sale.  First National Bank charges Rob 4% of the gross sales amount; then deposits the net amount into Rob’s checking account.  Each sale is completely processed the day of the sale because everything is done electronically.  Rob debits Credit Card Fee Expense for this 4% charge.  (Ignore sales taxes.)  Rob uses the U.S. Postal Service to ship all of the skates that he sells and he pays by check each time he takes packages to the post office.  In 2006 Rob paid the postal service $2,118.26, which he debited to Shipping Fees Expense.

Operating Expenses:  The utilities to his garage are billed separately from his home.  In 2006 Rob paid all of his bills on time and wrote checks totaling $912.43.  No accrual for utilities is necessary.

Owner Withdrawal:  In June 2006 Rob withdrew $6,000 from his business checking account to pay for his vacation in Switzerland.

	Get In Line

	Work Sheet

	For the Year Ended December 31, 2006

	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
	7900.84
	
	
	
	
	
	
	
	
	

	Merchandise Inventory
	
	
	
	
	
	
	
	
	
	

	Supplies
	
	
	
	
	
	
	
	
	
	

	Prepaid Insurance
	
	
	
	
	
	
	
	
	
	

	Computer Equipment
	
	
	
	
	
	
	
	
	
	

	Accum. Depr. Comp. Eq.
	
	
	
	
	
	
	
	
	
	

	Office Equipment
	
	
	
	
	
	
	
	
	
	

	Accum. Depr. Office Eq.
	
	
	
	
	
	
	
	
	
	

	VISA Payable
	
	
	
	
	
	
	
	
	
	

	Notes Payable—Dell
	
	
	
	
	
	
	
	
	
	

	Interest Payable—Dell 
	
	
	
	
	
	
	
	
	
	

	Rob Duncan, Capital
	
	6912.33
	
	
	
	
	
	
	
	

	Rob Duncan, Drawing
	
	
	
	
	
	
	
	
	
	

	Income Summary
	
	
	
	
	
	
	
	
	
	

	Sales
	
	
	
	
	
	
	
	
	
	

	Purchases
	
	
	
	
	
	
	
	
	
	

	Utilities Expense
	
	
	
	
	
	
	
	
	
	

	Shipping Fees Expense
	
	
	
	
	
	
	
	
	
	

	Credit Card Fee Expense
	
	
	
	
	
	
	
	
	
	

	Depr. Exp.—Comp. Eq.
	
	
	
	
	
	
	
	
	
	

	Depr. Exp.—Office Eq.
	
	
	
	
	
	
	
	
	
	

	Supplies Expense
	
	
	
	
	
	
	
	
	
	

	Insurance Expense
	
	
	
	
	
	
	
	
	
	

	Interest Expense
	
	
	
	
	
	
	
	
	
	

	
	54,042.33
	54,042.33
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	


