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Group 1

For questions 1 through 9, indicate whether the change in the account would be recorded as a debit or credit.  For questions 10 through 18, indicate the normal balance side of each account.  Use the following code:
DR = debit      CR = credit

	
	Recorded As
	Normal

 Balance Side

	Decrease in Accounts Payable
	#1
	#10

	Decrease in Accounts Receivable
	#2
	#11

	Increase in Sales Discounts
	#3
	#12

	Increase in Purchases
	#4
	#13

	Decrease in the capital account
	#5
	#14

	Increase in Transportation In
	#6
	#15

	Increase in Petty Cash
	#7
	#16

	Increase in the owner’s withdrawals account
	#8
	#17

	Decrease in Utilities Expense
	#9
	#18


Group 2

A sole proprietorship may be formed to operate either a service or merchandising business.  The accounting records and financial statements will vary according to the type of business operation.

For items 19 through 28, write the identifying letter of the best response on your answer sheet.

	A
	service business only

	B
	merchandising business only

	C
	either a service or merchandising business

	D
	neither a service or merchandising business


Which type of business organized as a sole proprietorship would have the following?

19. an account in the general ledger called Transportation In

20. an adjustment on the work sheet to an account called Prepaid Insurance

21. an account in the general ledger called Service Fees Earned when there is only one 


revenue account

22. a Schedule of Accounts Receivable

23. a Statement of Owner’s Equity (also called a Statement of Changes in Owner’s 


Equity)

24. a section on the Income Statement called Cost of Merchandise Sold

25. comparative financial statements

26. a Payroll Register

27. an account listed on the Post-Closing Trial Balance called Petty Cash

* 28. an adjustment on the work sheet to Income Summary
Group 3

The following T-account summarizes the activity for calendar year 2008.  For questions 29 through 34, on your answer sheet write True if the statement is true; write False if the statement is false.

	                        Capital
	
	

	
	          14,000
	

	
	          15,000
	

	
	            29,000  
	(footing before closing entries)

	         12,000
	          72,000
	

	
	             89,000
	(footing after closing entries)


29. The amount of Capital on January 1, 2008 was $14,000.

30. The amount of withdrawals was $15,000.

31. The business suffered a net loss of $12,000.

*32. The amount that would be found in the Trial Balance column of the work sheet 


      on 12-31-08 is $89,000.

33. The amount that would be found on the Balance sheet for December 31, 2008

      is $29,000.
34. The amount $15,000 represents the loan received from a bank.
Group 4

For questions 35 through 42, use the following list of account titles to determine the accounts to be debited and credited for the closing entries below.  On your answer sheet, write the identifying letter for the correct account.


A. Autumn Winters, Capital


E. Sales Returns


B. Autumn Winters, Withdrawals

F. Purchases


C. Income Summary




G. Purchases Discounts


D. Sales







H. Rent Expense

35. To close Sales Returns, debit ___.
36. To close the revenue account, debit ___.

37. To close the owner’s drawing account, credit ___.

38. To close Purchases Discounts, debit ___.

39. To close Income Summary when there is a net income, credit ___.

40. To close Income Summary when there is a net loss, debit ___.

41. To close Purchases, debit ___.

42. To close Rent Expense, credit ___.

Group 5

The information in the table below is for a sole proprietorship and is taken from the Income Statement columns of the work sheet for the twelve months ending December 31, 2008.  All accounts have normal balances.

Merchandise Inventory on January 1, 2008 was $6,790.  During the year 2008 the owner withdrew $9,000 and also made one additional investment of $3,500.  The Statement of Changes in Owner’s Equity for the twelve months ending December 31, 2007 showed an ending balance of $52,985.

	Income Summary
	620 cr

	Net Sales
	48,200

	Purchases
	27,594

	Transportation In
	3,793

	Purchases Discounts
	2,305

	Purchases Returns & Allowances
	1,470

	Insurance Expense
	1,550

	Rent Expense
	9,120

	Supplies Expense
	1,571

	Utilities Expense
	4,629


For questions 43 through 49 write the correct amount on your answer sheet.

What is the correct amount of:

43. cost of merchandise available for sale?

* 44. cost of delivered merchandise?

45. ending inventory?

46. gross profit?

47. net purchases?

* 48. the owner’s capital account balance in the Trial Balance column of the work sheet 


for the twelve months ending 12-31-08?

* 49. the owner’s capital account balance on the Post-Closing Trial Balance dated 


December 31, 2008?

Continue to refer to the data provided above.  The accountant was asked to provide an income statement that includes vertical analysis.  For questions 50 through 53, write the correct percentage on your answer sheet.  (Your answers must be in percent format.  If necessary carry percentage to the nearest tenth of a percent.)

What is the correct component percentage for:

50. cost of merchandise sold?

51. gross profit?

52. total expenses?

* 53. net income?

Group 6

Brian Bates built a motel near his ancestor’s property that was placed into service on March 3, 2008.  On this date he began his new business as a sole proprietorship.  He paid $4,176 for insurance covering the motel buildings and contents for one year that went into effect on this date.

On July 2, 2008 Bates paid for a separate liability insurance policy for two years at a cost of $3,480.  Bates decided this coverage was needed because guests were having unusual accidents and he was concerned about law suits.
Bates purchased a van to be used to shuttle guests to and from the airport on August 30, 2008.  On this date he paid for insurance that covered this van for a one-year period at a total cost of $1,884.

Bates was advised by his mother’s personal accountant to journalize and post all insurance payments to the account called Prepaid Insurance and Bates dutifully complied.  Bates then set company accounting procedures requiring that the cost of each policy be allocated to expense over the respective term of each insurance policy as an adjusting entry.

Bates prepares adjusting and closing entries only at fiscal year-end, which is December 31.  Consider that the work sheet for the year ending December 31, 2008 has been prepared correctly by Bates.

For questions 54 through 57, write the identifying letter of the best response on your answer sheet.

54. The amount in the Trial Balance debit column on the line for Prepaid Insurance is


A. zero       B. $4,560       C. $4,975       D. $7,800       E. $9,540       F. $9,904

55. The amount in the Adjustments credit column on the line for Prepaid Insurance is


A. zero       B. $4,560       C. $4,978       D. $5,135       E. $5,848       F. $6,005

56. The amount in the Balance Sheet debit column on the line for Prepaid Insurance is


A. $3,535       B. $3,692       C. $4,405       D. $4,562       E. $4,980       F. $9,540

* 57. The amount of unexpired insurance premiums as of 1-1-09 will be found on the _?_;


while the amount of expired insurance premiums for 2008 will be found on the _?_.


A. Post-Closing Trial Balance; Statement of Owner’s Equity


B. Income Statement; Balance Sheet


C. Balance Sheet; Income Statement


D. Work sheet Adjusted Trial Balance debit column; Work sheet Trial Balance credit


     column


E. both C and D

Group 7

Blanco Company purchases merchandise for resale from several different suppliers whose terms of sale vary.  However, the suppliers prepay the shipping costs directly to the independent freight companies they select.

In some cases the terms of sale obligate Blanco to reimburse the supplier for the prepaid freight.  In this case Blanco writes one check to the supplier for the merchandise and the freight.

If Blanco returns merchandise, Blanco is responsible for the return freight costs (not provided).
For questions 58 through 60, write the identifying letter of the best response on your answer sheet.
58. Blanco Company purchased merchandise on account from Pro Dyne Company on 


March 3, 2009 for $3,925 with terms of sale 1/10, n/30, FOB Destination.  Pro Dyne 


paid Central Freight $176.77 to deliver the goods to Blanco.  What is the 
correct 


amount of Blanco’s check written on March 14, 2009?


A. $3,885.75        B. $3,925.00        C. $4,062.52        D. $4,101.77

59.  Blanco Company purchased merchandise on account from World Pipe, Inc. on 


March 5, 2009 for $5,780 with terms of sale 2/10, n/30, FOB Shipping Point.  World 


Pipe prepaid the shipping cost of $379 to Pipe Carrier Co.  On March 8 Blanco 


returned $675 to World Pipe and paid the required shipping cost.  What is the


correct amount of Blanco’s check written on March 14, 2009?


A. $5,002.90


D. $5,484.00


B. $5,105.00


E. $5,780.00


C. $5,381.90


F. $6,339.40

* 60.  Blanco Company purchased merchandise on account from Liberty Pumps on


March 6, 2009 for $8,729 with terms of sale 1/15, n/30, FOB Shipping Point.  Liberty 


Pumps prepaid the shipping cost of $482 to Brown Carriers.  On March 10 Blanco 


returned $1,059 to Liberty Pumps and paid the required shipping cost.  What is the 


correct amount of Blanco’s check written on March 19, 2009?


A. $7,593.30


D. $8,075.30


B. $7,670.00


E. $8,152.00


C. $7,998.60


F. $8,729.00

Group 8

Ted Clark has been working for an electrician as an apprentice and will soon take his final examination to be licensed as a master electrician.  When this is accomplished, he will resign from his employment and start his own business.  He plans to hire employees.

Ted understands that overtime must be paid at a rate of 1½ times the regular rate of pay and that this rate was set by the Fair Labor Standards Act of 1938.  However, in the state where Ted is to be licensed, he has the choice of calculating overtime hours one of two ways:

Option 1:   Daily basis (hours worked in excess of 8 hours in a 24-hour period of 


      time)
Option 2:  Weekly basis (hours worked in excess of 40 hours in one 5-day work 


      week).

Ted decided to perform an analysis using the following hypothetical data.

	Employee
	Hourly

Wage
	Mon
	Tues
	Wed
	Thur
	Fri

	#1
	$12.00
	9
	9
	9
	9
	9

	#2
	$12.00
	8
	8
	10
	10
	8

	#3
	$12.00
	4
	4
	12
	12
	8

	#4
	$12.00
	8
	9
	7
	10
	10


For questions 61 through 63, write the identifying letter of the best response on your answer sheet.

* 61. The total gross earnings for all four employees under Option 1 above is


A. $2,076       B. $2,154       C. $2,208        D. $3,114

* 62. The total gross earnings for all four employees under Option 2 above is


A. $2,076       B. $2,154       C. $2,208        D. $3,114

63.  Ted wants to conserve cash as he builds his new business.  Therefore, he wants to 


use the overtime option that will result in the lowest expense.  Using the


hypothetical data above, which of the following is true?


A. It does not matter which option is used, the cost of overtime is the same.


B. If employees are irresponsible and miss work on Monday, then try to make 



up lost time later in the week, Option 1 will save Ted overtime pay expense.


C. As long as employees work a minimum of eight hours each day, the two options 



result in the same amount of overtime cost.


D. If Ted files a waiver with the state, he can become an employer exempt from 



federal withholding laws.

Group 9

Use the following information for questions 64 and 65.  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 $102,000

	Medicare
	1.45% on all earnings

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

	State Unemployment Tax
	.13% 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.  In this state employees are exempt from unemployment taxes.
The earnings for the calendar year 2008 for the employees of Denton Financial are as follows:

	Employee
	Cumulative

Earnings

	Libby Carson
	120,000

	Molly Isaguirre
	59,478

	Jake Rowden
	7,942

	Harper Cane
	6,824


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


A. $10,927.13




B. $13,482.67


C. $13,743.67


D. $14,859.67


E. $15,121.74


F. $16,666.14

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


A. $13,743.67


B. $14,008.85


C. $14,016.39


D. $14,048.39


E. $14,078.47


F. $15,124.85


G. $15,386.92


H. $16,931.32


 I.  $20,229.17


J.  $40,262.45

Group 10

Refer to Table 1 on page 10 for the income statement and balance sheet of the Bristol Company prior to the discovery of several major errors.

The following errors and omissions were made by Bristol and discovered by the independent auditor:

1. The ending inventory of supplies on hand was overstated by $300.

2. Bristol failed to record $3,000 in customer invoices on account.

3. Bristol prepared the bank reconciliation for December, but failed to record the

    entries required to reflect the following:


A. bank service charges for December $15


B. customer check returned for insufficient funds $80 (Collection efforts


     are ongoing.)


C. bank charge for the NSF check $25. (No attempt will be made by Bristol


     to collect this fee from the customer.)


D. Failure to record an electronic funds transfer of December 30 paying a


     vendor on account $575.

4. The company that performed the physical inventory of merchandise sent a 

     letter of apology for their errors.  The ending inventory as of 12-31-08 originally

     reported by them and used by Bristol had been understated by $6,755.

5. Unrecorded invoices were found in the desk of Bristol’s accounts payable clerk 

    who was recently fired.  The invoices were for advertising and utilities incurred 

    in December 2008 that are payable in January 2009 totaling $765.

6. Bristol misread the insurance policy terms which caused Prepaid Insurance to 

    be overstated by $60.

Consider that all corrections have been made and the financial statements are prepared correctly.  For questions 66 through 75 write the correct amount for each on your answer sheet.

* 66. Cash




      
67. Accounts Receivable


68. Supplies




69. Prepaid Insurance

      
70. Merchandise Inventory

71. Total Liabilities
* 72. Tripp Bristol, Capital 
** 73. Gross Profit 
74. Expenses
** 75. Net Income 

Group 11

Refer to Table 2 on pages 11 and 12.  For questions 76 through 79 write Yes if the answer is yes; write No if the answer is no.

76. Is the deposit on August 1 considered revenue of Zeta Company?

77. Is the reconciled balance on August 31 $5,437.21?

78. Is the total amount of outstanding deposits as of September 30th $2,895?

79. Is the total amount of outstanding checks as of September 30th $133.20?

Continue to refer to Table 2.  For question #80 write the correct amount on your answer sheet.

** 80. What is the reconciled balance on September 30th?

This is the end of the exam.  Please hold your answer sheet and test until the contest director asks for them.  Thank you.
Table 1
(for questions 66 through 75)

	Bristol Company

	Income Statement

	For the Twelve  Months Ended December  31, 2008

	Sales
	42,750
	

	Cost of Merchandise Sold
	         23,505
	

	Gross Profit
	
	19,245

	Expenses
	
	10,720

	Net Income 
	
	$8,525


	Bristol Company

	Balance Sheet

	December 31, 2008

	Assets
	
	
	Liabilities
	

	Cash
	8,120
	
	Accounts Payable
	15,740

	Accounts Receivable
	10,460
	
	
	

	Supplies
	1,850
	
	Owner’s Equity
	

	Prepaid Insurance
	900
	
	Tripp Bristol, Capital
	40,240

	Merchandise Inventory
	34,650
	
	
	

	
	
	
	Total Liabilities and
	

	Total Assets
	55,980
	
	   Owner’s Equity
	55,980


Table 2
(for questions 76 through 80)

Zeta Company’s Checkbook Register (summary of check stub activity):

	ck#
	date
	description
	deposits
	checks
	balance

	
	
	
	
	
	0.00

	
	Aug 1
	from personal savings
	10,000.00
	
	10,000.00

	1001
	3
	L&D Properties
	
	750.00
	9,250.00

	1002
	4      
	Office Depot
	
	3,692.49
	5,557.51

	1003
	21
	Tx Power Co.
	
	103.80
	5,453.71

	
	31
	services performed
	2,000.00
	
	

	1004
	31
	Delta Gas Co.
	
	91.60
	7,362.11


The First National Bank
of Independence, Texas  

S T A T E M E N T

Zeta Company





  

                 Account # 50-009-05
1105 Freedom Way

Independence, Texas 11111





              Date:  August 29, 2008    

Balance 08-01-08
_______               0.00    

          Amount of Deposits

10,000.00
        Amount of Checks & Charges
4,562.79
          Balance 8-29-08
  
  5,437.21

Deposits:     10,000.00
Checks:
     #1001   750.00       #1003   103.80
#1002   3,692.49
Service Charge 16.50

	Zeta Company

	Bank Reconciliation

	August 31, 2008

	Bank Statement Balance
	A.__________________

	Outstanding Deposits
	B.__________________

	Outstanding Checks
	C.__________________

	Reconciled Balance
	D.__________________


Table 2 (continued)

	ck#
	date
	description
	deposits
	checks
	balance

	
	
	
	
	
	

	1005
	Sept 1
	L & D Properties
	
	750.00
	

	1006
	5
	Bill Zeta
	
	1,000.00
	

	1007
	10
	Mary Taylor (refund)
	
	48.75
	

	
	15    
	services performed
	1,250.00
	
	

	1008
	21
	Tx Power Co.
	
	207.89
	

	
	30
	services performed
	895.00
	
	

	1009
	30
	Delta Gas Co.
	
	84.45
	

	
	
	
	
	
	


The First National Bank
of Independence, Texas  

S T A T E M E N T

Zeta Company





  

                 Account # 50-009-05
1105 Freedom Way

Independence, Texas 11111





                 Date:  Sept. 28, 2008    

                        Balance 09-01-08
               5,437.21    

        Amount of Deposits

3,250.00
        Amount of Checks & Charges
2,068.39
          Balance 9-28-08
  
  6,618.82

Deposits:     2,000.00     1,250.00
Checks:
     #1004     91.60        #1005   750.00        #1006   1,000.00
Service Charge 18.90

     #1008   207.89

	Zeta Company

	Bank Reconciliation

	September 30, 2008

	Bank Statement Balance
	A.__________________

	Outstanding Deposits
	B.__________________

	Outstanding Checks
	C.__________________

	Reconciled Balance
	D.__________________


