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Group 1

At the end of its fiscal year (12-31-09), after all accounts determined to be uncollectible have been written off and before any adjusting entries are recorded, the following information is available:

	Accounts Receivable
	22,684

	Allowance for Uncollectible Accounts
	326 credit

	Net sales
	84,300

	Total charge sales
	52,900

	The aging of accounts receivable indicates

uncollectible accounts of
	2,280


For questions 1 and 2, write the identifying letter of the correct response on your answer sheet.

1. What is the amount of bad debt expense for 2009 if the aging method is used to
estimate uncollectible accounts?



A. $1,058       B. $1,686       C. $1,954       D. $2,280       E. $2,606       F. $20,404

  2. If the company were to estimate uncollectible accounts based on 3% of total sales



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



sheet dated 12-31-09?


A. $1,058       B. $1,261       C. $1,587       D. $2,529       E. $20,771       F. $21,097

Group 2
Rhino Corp was completely destroyed by a wild bore stampede on June 30, 2009.  The following year-to-date information for 2009 was the only record that could be salvaged:

	Inventory, January 1, 2009
	$       34,105
	
	Sales
	89,150

	Purchases
	48,970
	
	Sales Returns
	3,242

	Transportation In
	3,685
	
	Sales Discounts
	2,658


Rhino Corp’s historical gross profit percentage was 42% based on net sales per the records found.  The manager thinks they had about $40,000 worth of merchandise in inventory at the time of the stampede.  For question #3, write the identifying letter of the correct response on your answer sheet.

3. What was the cost of the merchandise estimated to be in inventory that was


destroyed on June 30, 2009 using the gross profit method of estimating inventory?


A. $34,105     B. $35,053     C. $38,475     D. $40,000     E. $49,317     F. $51,795

Group 3

Hippo Corp bought a haul truck on January 1, 2006 that had an original cost of $75,000 with an estimated salvage value of $8,700 and an estimated useful life of 5 years.  For questions 4 through 6, write the correct amount on your answer sheet.

4. What is the book value as of 12-31-09 using the straight-line method?

* 5. What is the book value as of 12-31-09 using the double-declining balance method?

6. What is the amount of depreciation expense in the year 2010 using the double-



     declining balance method?

Group 4

Giraffe Corp has the following information about an item it sells for $18 each.  During the year the company sold 85 units.    

	
	
	Number of

Units
	Cost per Unit
	Extended Amount

	Jan 1
	Beginning Inventory
	7
	8.45
	59.15

	Jan
	Purchase
	15
	8.60
	129.00

	Mar
	Purchase
	25
	8.65
	216.25

	Apr
	Purchase
	14
	8.70
	121.80

	June
	Purchase
	9
	8.75
	78.75

	July
	Purchase
	16
	8.80
	140.80

	Nov
	Purchase
	6
	8.90
	53.40

	Dec
	Purchase
	5
	8.95
	44.75

	
	
	97
	
	843.90


For questions 7 and 8, write the identifying letter of the correct amount on your answer sheet.

7. What is the amount of gross profit using the LIFO inventory valuation method?

A. $736.95     B. $739.50     C. $741.75     D. $788.25     E. $790.50     F. $793.05

8. What is the amount of gross profit using the FIFO inventory valuation method?


A. $736.95     B. $739.50     C. $741.75     D. $788.25     E. $790.50     F. $793.05

Group 5

Tiger Corp adjusts its books monthly using the accrual basis of accounting and closes its books at the end of its fiscal year, which is September 30.  Tiger Corp uses the banker’s year of 360 days.  Round all computations to the nearest cent.

Use the following information to solve questions 9 and 10, by writing the correct amount on your answer sheet.

On 8-25-09 the company signed an interest-bearing note payable to Willowbend Bank for $54,000 for 180 days at 5½ %.

 9. What is the maturity value of the note?

* 10. What amount of interest expense should be accrued for the fiscal year ending




September 30, 2009?

Use the following information to solve questions 11 through 14. 

On September 30, 2009 Tiger Corp also borrowed money from the First Solid Bank by signing a $90,000, 60-day non-interest-bearing note.  The bank discounted the loan at a rate of 5%.

For questions 11 through 13 write the correct amount on your answer sheet.

11. What is the maturity value of the note?

* 12. What amount would be recorded in Discount on Notes Payable on 9-30-09?

13. What is the amount of the proceeds?

For question # 14, write the identifying letter of the best response on your answer sheet

14. Which of the following statements about Tiger Corp’s Discount on Notes Payable
is
false?


A. It is classified as a contra liability.


B. It is a deferred expense.


C. It is a prepaid expense.


D. It is an expense for the same fiscal year in which the loan originated.


E. The normal balance side is a debit.
Group 6

Zebra Corp is a service business incorporated on July 1, 2009 and is authorized to issue 100,000 shares of $5 par common stock.  On July 1, 2009 there were 10,000 common shares issued at par.  This cash was used to acquire various assets needed to begin business operations.

The following chart provides selected account balances of Zebra Corp as of      12-31-09.  These general ledger balances reflect all adjusting entries.  Closing entries consisting of 1) the closing of all revenue accounts and 2) the closing of all expense accounts have been posted.  All accounts have normal balances and Income Summary has a credit balance.

	A
	Cash in Bank
	     ?
	E
	Paid-In Capital in Excess of Par
	7,500

	B
	Dividends Payable—Common
	     ?
	F
	Retained Earnings
	      ?

	C
	Dividends—Common
	     ?
	G
	Income Summary
	42,680

	D
	Common Stock
	175,000
	
	
	


All the remaining equity transactions for the fiscal year ending 12-31-09 are:

	DR
	CR
	Date
	Transaction

	XXX
	15.
	9-15-09
	Issued 20,000 shares of common stock at par.

	16.
	*17.
	11-6-09
	Issued _?_ shares of common stock at $_?_ per share.

	18.
	19.
	11-7-09
	Declared the first and only $0.25 per share cash dividend.

	20.
	21.
	12-31-09
	Closed the Dividends account.

	22.
	23.
	12-31-09
	Closed the Income Summary account.


For questions 15 through 23, write on your answer sheet the identifying letter(s) of the correct account(s) to be debited and credited for each transaction.  The question numbers are listed in the appropriate debit and credit columns.
Some answers will include multiple accounts.  The order in which you write the identifying letters in an answer is not considered in grading.  However, all accounts in an answer must be correct in order for the response to be correct. 

For questions 24 through 28, write the correct amount on your answer sheet.

24. How many shares of common stock were issued on 11-6-09?

* 25. What was the price per share of the common stock issuance on 11-6-09?

26. What was the total amount of dividends declared on 11-7-09?

27. What was the balance of Retained Earnings on the Post-Closing Trial Balance 


dated December 31, 2009?

28. What was the amount of Total Stockholders’ Equity on the Balance Sheet dated

    
December 31, 2009?
Group 7

Lion, Inc. estimated its corporate federal income tax for the year 2009.  Lion made four payments to the IRS in 2009 for $26,000 each and debited Federal Income Tax Expense and credited Cash in Bank for each payment.

The CPA for Lion prepared an end-of-year (12-31-09) 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 $5,657,915 and an Income Statement Credit column subtotal of $5,992,515.  

The corporate federal income tax rates for 2009 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 29 through 34, write the identifying letter of the best response on your answer sheet.

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

      corporation will report on its Income Statement for the year ended 12-31-09?


A. $9,744       B. $104,000       C. $113,744       D. $130,494       E. $147,844

30. The adjusting journal entry for corporate federal income tax expense for 2009

       includes a:

      A. credit to Federal Income Tax Expense


      B. credit to Federal Income Tax Payable


      C. debit to Cash in Bank

      D. debit to Federal Income Tax Payable

31. What is the balance of Federal Income Tax Payable after the 12-31-09 adjustment

      is posted?


A. zero      B. $9,744      C. $26,494      D. $43,844      E. $104,000      F. $113,744

32. 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

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

      for the year ended 12-31-09?


A. $186,756   B. $204,106   C. $220,856   D. $230,600    E. $324,856    F. $334,600

34. What is the Income Statement Debit column subtotal before net income is written 

      on the work sheet?


A. $5,544,171


C. $5,667,659


E. $5,771,659


B. $5,657,915


D. $5,761,915


F. $6,106,259

Group 8

Refer to Table 1 on page 10.  Answer questions 35 through 41 by writing the correct identifying letter on your answer sheet.

35. On March 31, 2010 the current ratio was _?_ to 1.


A. .34       B. 1.04       C. 1.07       D. 1.38       E. 4.73


36.  The transaction of April 10 will include a debit of


A. $5,460 to Loss on Sale of Liquidated Assets


B. $5,460 to Income Summary


C. $2,730 to Ben Sweet, Capital


D. $5,460 to Brokerage Income


E. $2,184 to Jerry Savory, Capital

37. The transaction of April 14 will include a debit of


A. $6,500 to Loss on Sale of Liquidated Assets


B. $6,500 to Income Summary


C. $3,900 to Ben Sweet, Capital


D. $84,625 to Merchandise Inventory


E. $3,250 to Jerry Savory, Capital

38. The transaction of April 17 will include a credit of


A. $2,500 to Gain on Sale of Liquidated Assets


B. $2,500 to Income Summary


C. $1,250 to each partner’s capital account


D. $23,290 to Accumulated Depreciation—Equipment 


E. none of the above

39. The transaction of April 17 will include a


A. debit of $1,500 to Ben Sweet, Capital


B. debit of $1,000 to Jerry Savory, Capital


C. both A and B


D. credit of $35,790 to Equipment

* 40. The transaction of April 27 will include a check written to Ben Sweet for


A. $3,061

C. $6,813

E. $7,791

G. $12,168


B. $4,007

D. $7,759

F. $8,112

H. $12,489

* 41. The transaction of April 27 will include a check written to Jerry Savory for


A. $3,061

C. $6,813

E. $7,791

G. $12,168


B. $4,007

D. $7,759

F. $8,112

H. $12,489

Group 9

Various accrual and deferral transactions are listed below with the question numbers 42 through 52 appearing in the debit and credit columns.  Use the following chart of accounts to indicate what type of account is debited and credited.  Write the identifying letter of the correct response on your answer sheet.

	A
	Asset
	
	D
	Revenue

	B
	Liability
	
	E
	Expense

	C
	Capital
	
	
	

	
	Debit
	Credit

	When a deferred expense is purchased
	42.
	XXXX

	When a revenue has been earned but not yet received
	43.
	44.

	When an unearned revenue is received
	45.
	46.

	When an expense has been incurred but not yet paid
	47.
	48.

	When a previously deferred expense has now been used 
	49.
	50.

	When a previously unearned revenue has now been earned
	51.
	52.


Group 10

Refer to the data in Table 2 on page 11.  Consider the income statement format requested by the sales department as you answer the following questions.  Write the identifying letter of the best response on your answer sheet for questions 53 through 57.

53. Gross Profit on Operations is equal to


A. $196,240     B. $202,675     C. $205,285     D. $213,775     E. $410,015

54. Operating Revenue is equal to


A. $213,775     B. $398,915     C. $401,525     D. $407,405     E. $410,015

55. Income from Operations is equal to


A. $38,500     B. $42,160     C. $49,600     D. $50,840     E. $61,940

56. The net total of the Other Revenue and Other Expenses is equal to


A. zero net addition or deduction

C. net deduction $1,240


B. net addition $1,240



D. net deduction $8,680

57. Corporate federal income taxes were figured on Net Income Before Federal Income


Tax of


A. $38,500     B. $42,160     C. $49,600     D. $50,840     E. $61,940

Group 11

Refer to Table 3 on page 12.  For questions 58 through 64, write the identifying letter of the best response on your answer sheet.

58.  Working capital is equal to

 
A. $12,400

C. $31,000

E. $155,000

 
B. $
25,840

D. $49,600

F. $162,500

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

 
A.    .67  


D. 1.86   

 
B.    .8 



E.  2.91

 
C.  1.5



F.  3.62

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

 
A.    .21


D.  1.36

 
B.    .8


E.  1.5
 
C.  1.25


F.  1.55

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


A.  4.5 

B.  5.29

C.  11.66 

D.  22.22  

E.  45.0 

* 62.  Return on stockholders’ equity is equal to _?_ %.

 
A.  5.38 
B.  6.8  

C.  11.66  

D.  13.6 

E.  16.32  

63.  When total assets as of 12-31-09 are compared to the base year, the percent of

 
increase is _?_ %.

 
A.  5.34

B.  15.9 
C.  18.92 

D.  19.5

E.  40.0 

** 64.  The original cost of all the buildings and equipment was



A. cannot be determined because there is not enough information



B. $210,375


E. $695,455



C. $382,500

F. $850,000



D. $467,500

G. $1,142,222

Group 12

Consider the following information about a plant asset for question #65, and write the identifying letter of the correct response on your answer sheet.

	Original Cost
	$25,000

	Disposal Value
	$4,000

	Date Purchased
	03-04-08

	Estimated Useful Life
	7 years

	Depreciation Method
	Straight-Line

	Asset Sold Date
	12-31-09

	Asset Sold for
	$21,000


65. The amount of gain on the sale of the asset is


A. zero   B. $1,500    C. $2,000    D. $2,500    E. $5,500    F. $11,500    G. $17,000

Group 13
The office of Llama Co. was vandalized.  The computer hard drive and back up media were destroyed.  Printed reports of the general ledger for 2009 had been partially burned.  The day before the break-in the accountant had taken home the accurate work sheet shown on page 14.
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 4 on page 13 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 2009 did not allow purchases on account by Llama Co. and required that payment by check be received before they would ship the items.  The owner only withdraws cash.  Adjusting and closing journal entries are prepared only at the end of the fiscal year.  (Disregard depreciation.)

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 2009
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 4 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, 2009.

***  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 asks for them.  Thank you.

Table 1

(for questions 35 through 41)

The final balance sheet prepared prior to liquidation is presented below.  The partners have a written partnership agreement which states profits and losses from normal business operations are split 50% to each.  However, a partnership liquidation clause states that Ben Sweet and Jerry Savory share all liquidation gains and losses in a 3:2 ratio.  On April 28 the partnership notified the state that the entity had been dissolved.
	S & S Snack Company

	Balance Sheet

	March 31, 2010

	Assets
	
	Liabilities
	

	Cash in Bank
	     3,000
	Accounts Payable
	26,245

	Accounts Receivable
	   36,400
	Note Payable (due 5-1-10)
	90,000

	Merchandise Inventory
	   84,625
	Total Liabilities
	116,245

	Equipment
	   35,790
	
	

	   Less Accum. Depr.—Equip. 
	<23,290>
	Partners’ Equity
	

	
	
	Ben Sweet, Capital
	12,489

	
	
	Jerry Savory, Capital
	7,791

	
	
	Total Partners’ Equity
	20,280

	Total Assets
	 136,525
	Total Liab. & Partners’ Equity 
	136,525


 April 2010 Liquidation Transactions:

April 10   Sold all the accounts receivable to a finance broker for the full amount 


   of Accounts Receivable less a 15% brokerage fee withheld.

April 14   Sold all the merchandise inventory to a discount warehouse for $78,125
April 17   Sold all the equipment for $15,000
April 18   Paid off note payable (disregard interest expense)

April 19   Paid off all creditors the full amounts owed to them

April 27   Posted all liquidation transactions and then wrote two checks to 



   distribute the remaining cash to the partners based on final balances in 



   their respective capital accounts
Table 2
(for questions 53 through 57)

The individual amounts on the report presented below were arrived at using proper accounting procedures, but the bookkeeper had a strange way of presenting the data.

The sales department requested that a different format be used to provide additional information.  This department wants to see subtotals for Operating Revenue, Cost of Merchandise Sold, Gross Profit on Operations, Operating Expenses (Selling and Administrative grouped separately), Income from Operations, Other Revenue, Other Expense, and with net income expressed before and after federal income taxes.

  Shown below is the original presentation.

	Donkey Corp

	Income Statement

	For the Year Ended December 31, 2009

	Revenues:
	
	

	Net Sales
	398,915
	

	Gain on Plant Assets
	8,490
	

	Interest Income
	2,610
	

	    Total Revenue
	
	410,015

	Costs and Expenses:
	
	

	Cost of Merchandise Sold
	196,240
	

	Selling Expenses
	67,220
	

	General & Administrative Expenses
	84,615
	

	Loss on Plant Assets
	3,415
	

	Interest Expense
	8,925
	

	Corporate Federal Income Tax Expense
	7,440
	

	   Total Costs & Expenses
	
	367,855

	Net Income
	
	42,160


Table 3

(for questions 58 through 64)
The following selected items are taken from the financial statements for the calendar year 2009.  All accounts have normal balances.  All balance sheet items are presented.  Fifty-five percent of the original cost of the buildings & equipment has been depreciated since the business started.

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.  The company failed to make any federal estimated income tax payments for 2009.  
	Cash in Bank
	12,615
	
	Accounts Payable
	12,175

	Change Fund
	500
	
	Sales Tax Payable
	3,690

	Accounts Receivable
	36,485
	
	Interest Payable (due 11 mo.)
	375

	Merchandise Inventory
	34,620
	
	Federal Income Tax Payable
	5,760

	Supplies on Hand
	3,620
	
	Dividends Payable
	10,000

	Prepaid Insurance
	5,160
	
	Note Payable (due 11 months)
	30,000

	Bldgs & Equip
	              ?
	
	Note Payable (due in 2 years)
	100,000

	Accum. Depr.—Bldg & Eq
	              ?
	
	Note Payable (due in 5 years)
	165,000

	Land
	131,500
	
	
	

	Total Assets 12-31-09
	607,000
	
	
	

	
	
	
	Total Stockholders’ Equity 

12-31-09
	280,000

	Net Sales
	725,330
	
	
	

	Net Income After Taxes
	32,640
	
	
	


Additional Information from calendar year 2008:

	Total Assets 12-31-08
	510,427

	Total Liabilities 12-31-08
	310,427

	Stockholders’ Equity 12-31-08
	200,000


Table 4

(for questions 66 through 80)

Summary of 2009 Transactions and Other Information Verified by Accountant:

· Cash sales $18,220
· Received from customers on account $35,885
· Equipment purchased $11,500
· Purchases of merchandise paid by check to vendors $3,248 (not originally purchased on account)
· Physical inventory of merchandise taken on December 31, 2009 $15,160
· Paid on account to vendors $31,429
· Supplies bought periodically throughout the year $4,230
· Supplies inventory on December 31, 2009 $2,140
· One-year insurance policy purchased September 1, 2008 $2,760
· One-year insurance policy purchased September 1, 2009 $2,940
· Owner invested $20,000 during 2009
     Cash In Bank                        Accounts Receivable                     Mdse. Inventory

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


        Supplies                              Prepaid Insurance                             Equipment

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


 Accounts Payable                        C. Llama, Capital                        C. Llama, Drawing

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


                                                                 Sales                                        Purchases
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


   Rent Expense                             Utilities Expense                    Advertising Expense
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	Llama Co.

	Work Sheet

	For the Year Ended December 31, 2009

	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
	7,213
	
	
	
	
	
	
	
	
	

	Accounts Receivable
	6,285
	
	
	
	
	
	
	
	
	

	Merchandise Inventory
	16,280
	
	
	
	
	
	
	
	
	

	Supplies
	6,915
	
	
	
	
	
	
	
	
	

	Prepaid Insurance
	4,780
	
	
	
	
	
	
	
	
	

	Equipment
	61,500
	
	
	
	
	
	
	
	
	

	Accounts Payable
	
	11,930
	
	
	
	
	
	
	
	

	C. Llama, Capital
	
	86,288
	
	
	
	
	
	
	
	

	C. Llama, Drawing
	12,000
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Sales
	
	56,100
	
	
	
	
	
	
	
	

	Purchases
	30,857
	
	
	
	
	
	
	
	
	

	Rent Expense
	4,140
	
	
	
	
	
	
	
	
	

	Utilities Expense
	3,420
	
	
	
	
	
	
	
	
	

	Advertising Expense
	928
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	


