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Group 1

For items 1 through 14, indicate whether each item is:

	A
	a current asset
	
	C
	a contra asset

	B
	a plant asset
	
	D
	not an asset


Write the correct identifying letter on your answer sheet.
1. Petty Cash



    8. Accumulated Depreciation—Equipment 
2. Office Equipment


    9. Buildings

3. Accounts Payable
         10. Allowance for Uncollectible Accounts

4. Bad Debts Expense
         11. Income Summary

5. Land


         

   12. Merchandise Inventory

6. Sales Discounts

         13. Prepaid Insurance

7. Accounts Receivable
         14. Transportation In

Group 2

Items 15 through 24 could be characteristics of inventory systems.  Some of the items pertain to only one of the systems; while some of the items pertain to either system; and some of the items could possibly pertain to neither of the two systems. 

Write the identifying letter of the best response on your answer sheet.  For each item, use the following code:

	A
	Periodic Inventory System

	B
	Perpetual Inventory System

	C
	Either system

	D
	Neither system


15. There is a constant, up-to-date record of merchandise on hand.

16. Purchases of merchandise are debited to an account called Purchases.

17. A business should “take inventory” at least once each fiscal year.

18. This system is also referred to as a book inventory.

19. A disadvantage of this method is that the cost of 
merchandise sold is not a part of


the accounting records (general ledger) until the merchandise inventory has been 

counted at the end of the fiscal period, costs calculated, and an adjusting entry is 


posted.

20. Purchases of merchandise are debited directly to Merchandise Inventory (the asset 


account).

21. Merchandise is never stolen by customers or employees when this inventory system


is in place.

22. When an item of merchandise is sold, one of the required entries is to debit an 


account called Cost of Merchandise Sold with the amount of the cost.

23. When an item of merchandise is sold for cash, an entry is required to debit Cash in 


Bank and credit the account called Sales for the sales price.

24. Some businesses hire independent companies that specialize in taking inventories 


to assist in planning for and counting the inventory.

Group 3

The following is a partial chart of accounts for Artist’s Corner.  The owner, Pete Gorman, wants to compare the effects of using the direct write-off method to the allowance method.  For each of the following transactions and for each method, write the account number(s) of the accounts that would be debited and credited.  In some cases, a transaction is not recorded, so write “NA” as your answer.  Question numbers 25 through 36 are also indicated in each box.

	Chart of Accounts

	104
	Cash in Bank
	
	320
	Income Summary

	110
	Accounts Receivable
	
	410
	Sales

	115
	Allowance for Uncollectible Accts.
	
	630
	Bad Debts Expense

	310
	Pete Gorman, Capital
	
	
	


	
	Allowance Method
	Direct Write-Off

	Transactions
	DR
	CR
	DR
	CR

	Sold oil paints on account to a customer
	#25
	#26
	XXXXXXX
	XXXXXXX

	Wrote off a charge customer’s account as uncollectible
	#27
	#28
	#29
	#30

	Reopened a charge customer’s account that had been previously written off
	XXXXXXX
	XXXXXXX
	#31
	#32

	Recorded the adjusting entry for uncollectible accounts for the year using the net sales method
	#33
	#34
	#35
	#36


Group 4
At the end of its fiscal year (12-31-07), after actual uncollectible accounts had been written off and before any adjusting entries are recorded, the following information is available:

	Accounts Receivable
	34,790

	Allowance for Uncollectible Accounts
	410 credit

	Net sales
	131,800

	Total charge sales
	85,300

	The aging of accounts receivable indicates

estimated uncollectible accounts of
	3,250


For questions 37 and 38, write the correct amount on your answer sheet.

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

     uncollectible accounts?

 *38. 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 12-31-07?

Group 5

Bull’s Eye Electronics has the following inventory data for a particular DVD of the popular television series “Found—The First Season”:

	
	# units
	Cost

per unit
	

	January 1 Beginning Inventory 
	4
	4.20
	

	January Purchases
	10
	4.30
	

	March Purchases
	2
	4.25
	

	April Purchases
	7
	4.40
	

	May Purchases
	10
	4.40
	

	July Purchases
	8
	4.20
	

	September Purchases
	5
	4.10
	

	November Purchases
	4
	4.20
	

	
	
	
	


For questions 39 through 42, write the identifying letter of the best response on your answer sheet.

39. Calculate the cost of the ending inventory using the specific identification method.

 Of the 9 DVD’s on hand, 3 were purchased in January; 2 in April; 3 in July; and 1 in 

 November.

A. $37.30
      B. $38.30      C. $38.50      D. $38.52

*40. If 40 DVD’s were sold during the year, what is the cost of ending inventory using

      the FIFO inventory costing method?


A. $41.50      B. $42.60      C. $42.80      D. $171.20      E. $171.40      F. $172.50

  *41. If 39 DVD’s were sold during the year, what is the cost of merchandise sold using

         the LIFO inventory costing method?


A. $45.70      B. $46.90      C. $47.08      D. $166.92      E. $167.10      F. $168.30

42. If 35 DVD’s were sold during the year, what is the cost of ending inventory using

      the average-cost inventory costing method?


A. $42.80      B. $47.08      C. $64.20      D. $149.80      E. $166.92      F. $214.00
Group 6
Dexter Co. experienced a total loss due to a tornado on December 10, 2007.  The off-site computer tape backup provided the following data for the month of November and for December through the 9th day.

	
	November 
	December through

 the 9th

	Net Sales
	462,920
	138,860

	Beginning Inventory
	62,710
	60,490

	Purchases
	306,316
	91,895

	Purchases Ret. & Allow.
	8,419
	2,525

	Purchases Discounts
	9,437
	4,566

	Transportation In
	10,218
	3,065

	Ending Inventory
	60,490
	                   ?


For questions 43 and 44, write the correct amount on your answer sheet.

43. What is the gross profit rate for November?

 *44. Using the gross profit rate for November, calculate the estimated ending inventory

      destroyed by the tornado.

Group 7
For questions 45 through 58, write the identifying letter of the best response on your answer sheet.

45. All property not classified as real property is called __________ property.


A. private
B. classified

C. personal

D. bona fide

46. The value of an asset determined by tax authorities for the purpose of calculating 

property taxes is called the ___________ value.

A. judgment

B. book

C. net realizable
D. assessed

47. The actions of one partner acting on behalf of the partnership are binding on all


partners.  This is known as


A. joint powers



C. mutual agency


B. rights of survivorship

D. reciprocal liability

48. The document that sets out the terms under which a partnership will operate is 


called:


A. articles of partnership

C. partnership charter


B. partnership contract

D. partnership agreement

49. When assets other than cash are invested in a partnership, the asset accounts are


debited for the _?_ of the assets.


A. market value


C. book value


B. original cost 


D. trend value

Group 7 continued

50. When a partner withdraws cash or other assets for personal use, the account 


debited is


A. Retained Earnings



C. the partner’s capital account


B. the partner’s drawing account

D. Partner Dividends

51. The first step in the liquidation of a partnership is:


A. pay off all partnership debts 


B. sell all noncash partnership assets for cash


C. distribute partnership assets to the partners based on their respective partner 



capital accounts


D. request permission from the Internal Revenue Service that the partnership be

 

allowed to begin liquidation proceedings

52. Salvage value is also known as


A. disposal value


B. scrap value


C. residual value


D. trade-in value


E. all of the above

53. A listing of vendor accounts, account balances, and total amount due all vendors is 


called a 


A. bank reconciliation




C. schedule of accounts payable


B. schedule of accounts receivable

D. vendor worksheet

54. The federal system of old-age, survivors, disability, and hospital insurance is 


A. IRS     B. TWC     C. FUTA     D. FICA     E. GAAP     F. SEC     G. SBA

55. A business form used to record the details of payments made to an employee, 


which includes the accumulated earnings of the employee during the year is called 

a/an

A. payroll register

C. employee earnings record


B. payroll voucher

D. Form W-4

56. Which of the following are all of the payroll taxes that an employer has to pay?


A. matching portion of social security and Medicare only


B. state unemployment taxes only

C. federal unemployment taxes only

D. state and federal unemployment taxes only

E. matching portion of social security and Medicare, state unemployment taxes,



and federal unemployment taxes 

*57. If the gross profit percentage is 40% based on net sales, and net sales are 
$225,200, and ending inventory was $43,650, then the cost of merchandise 


available for sale was


A. $90,080      B. $91,470      C. $133,730      D. $135,120      E. $178,770

Group 7 continued

*58. An overstatement of ending inventory in one period results in


A. no effect on net income of the next period


B. an overstatement of the ending inventory of the next period


C. an overstatement of net income of the next period


D. an understatement of net income of the next period
Group 8

Refer to Table 1 on page 9.  For questions 59 through 66 write the identifying letter of the best response on your answer sheet.

59. On the Balance Sheet dated December 31, 2007, what amount would be reported in 


the Equipment account depending on the choice of depreciation method?



SL


   DDB

A. $65,300

$48,000


B. $73,500

$73,500


C. $80,000

$80,000


D. $65,300

$44,100

60. On the Income Statement for the year ending December 31, 2008, what amount 


would be reported for Depreciation Expense depending on the choice of 


depreciation method?



SL



    DDB

A. $14,700


$17,640


B. $14,700


$19,200


C. $16,000


$19,200


D. $17,300


$20,760


E. not applicable
not applicable

61. On the Income Statement for the year ending December 31, 2008, what amount 


would be reported for Accumulated Depreciation—Equipment depending on the 


choice of depreciation method?



SL



    DDB

A. $29,400


$47,040


B. $29,400


$51,200


C. $32,000


$51,200


D. $34,600


$55,360


E. not applicable
not applicable

Group 8 continued

*62. What is the book value of the equipment, as calculated on the Balance Sheet dated 


December 31, 2010 if the double declining-balance method is used?


A. $  6,500


D. $17,280

G. $35,900


B. $  9,525.60

E. $21,200

H. $63,974.40


C. $10,368


F. $32,768

 . $69,632

*63. If the straight line method is used, what would be the balances in the following 


accounts after adjusting entries are posted but before closing entries are posted on 


December 31, 2009?







Accum. Depr.—

Depreciation



Equipment


Equip.



   Expense

A. 
   $73,500

     $44,100



     $14,700


B.
   $80,000

     $48,000



     $16,000


C.
   $80,000

     $44,100



     $14,700


D.
   $86,500

     $51,900



     $17,300
64. If the double declining-balance method is used, what would be the balances of the 


following after adjusting entries are posted but before closing entries are posted on 


December 31, 2009?



Accum. Depr.—

Depreciation

Book Value of




Equip.



    Expense

   
   Equipment

A. 
     $62,720



     $11,520



$17,280


B.
     $44,100



     $14,700



$35,900


C.
     $57,624



     $10,584



$15,876


D.
     $39,040



     $10,240



$40,960

*65. If the double declining-balance method is used, what would be the correct amount of 


depreciation expense on the Income Statement for the year ending Dec. 31, 2011?


A. $3,810.24

E. $6,553.60


B. $3,868


F. $10,368


C. $4,147.20

G. $14,700


D. $6,500

*66. For this question only assume this piece of equipment was purchased on March 5, 


2007 and the straight line method is used.  The cost and the estimates of salvage 


value and useful life remain the same.  What is the book value as shown on the 


Balance Sheet dated December 31, 2011?


A.  zero


E. $23,650


B. $6,500

F. $71,050


C. $8,950

G. $73,500


D. $21,200
Group 9

Refer to Table 2 on page 10 for an alphabetical listing of the normal account balances in the adjusted trial balance of a work sheet for the year ended 12-31-07.

Additional company information:

· The company prepares adjusting and closing entries only at the end of each fiscal year.

· Income Summary has a debit balance on the work sheet.

· The company uses the percentage of net sales method of estimating for uncollectible accounts.

· The company bought supplies during the year of $3,690.

· The company purchased a 12-month insurance policy on June 1, 2006.  (Prior to this date the company took a huge risk by having no insurance coverage.)  The policy was paid for the next 12-month period on June 1, 2007 for the same annual premium cost and coverage.  The payments were posted correctly to Prepaid Insurance and the proper adjusting entries were made on 12-31-06 and 12-31-07.

· All of the equipment was purchased on January 3, 2003 with a salvage value of $2,500.  The company uses the straight line method.

For questions 67 through 80, write the correct amount on your answer sheet.

67. What is the amount of net sales?

68. What is the cost of delivered merchandise?

69. What is the amount of net purchases?

70. What is the total cost of merchandise sold?

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

*72. What is the subtotal of the income statement debit column on the work sheet before


net income or net loss is calculated?

*73. What is the subtotal of the balance sheet debit column on the work sheet before net


income or net loss is calculated?

74. What is the balancing total of the adjusted trial balance columns?

75. What percentage was used to calculate the estimate of uncollectible accounts for 


the year 2007?

*76. What amount was paid for insurance on June 1, 2007?

*77. What was the estimated useful life of the equipment in years?

What was the balance in the following accounts on January 1, 2007 before any entries were posted to the accounts for the year 2007?

*78. Merchandise Inventory

*79. Supplies

*80. Prepaid Insurance

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 59 through 66)
Your company purchased a piece of equipment on January 3, 2007 for $80,000.

At the time of purchase, the market projections indicated that it would be worth $6,500 at the end of five years after it is used under normal working conditions and if the manufacturer’s recommended preventative maintenance program is followed.

At the time you purchased the equipment you considered using one of two depreciation methods:  straight line (SL) and double declining-balance (DDB).

You do not own any other equipment.

Your company’s fiscal year end is December 31 and you prepare adjusting and closing entries only at year end at which time financial statements are prepared.
Table 2
(for questions 67 through 80)

	Jake’s Electronics

For the Year Ended

December 31, 2007
	Adjusted Trial Balance
	Income Statement
	Balance Sheet

	
	
	DR
	CR
	DR
	CR

	Accounts Payable
	21,490
	
	
	
	

	Accounts Receivable
	34,170
	
	
	
	

	Accum. Depr.—Equip
	42,500
	
	
	
	

	Allowance for Uncollectible Accts.
	2,264
	
	
	
	

	Bad Debts Expense
	1,855
	
	
	
	

	Cash in Bank
	18,740
	
	
	
	

	Depreciation Expense
	8,500
	
	
	
	

	Equipment
	45,000
	
	
	
	

	Income Summary
	2,115
	
	
	
	

	Insurance Expense
	7,500
	
	
	
	

	Jake Diablo, Capital
	76,741
	
	
	
	

	Jake Diablo, Drawing
	6,400
	
	
	
	

	Merchandise Inventory
	32,165
	
	
	
	

	Prepaid Insurance
	3,125
	
	
	
	

	Purchases
	52,707
	
	
	
	

	Purchases Discounts
	3,642
	
	
	
	

	Purchases Returns & Allowances
	2,795
	
	
	
	

	Rent Expense
	10,740
	
	
	
	

	Sales
	100,607
	
	
	
	

	Sales Discounts
	4,175
	
	
	
	

	Sales Returns & Allowances
	3,682
	
	
	
	

	Supplies
	2,150
	
	
	
	

	Supplies Expense
	4,225
	
	
	
	

	Transportation In
	5,410
	
	
	
	

	Utilities Expense
	7,380
	
	
	
	

	
	
	
	
	
	

	
	 
	
	
	
	

	
	
	
	
	
	


