CHAPTER 14
TRUE AND FALSE

1. In Chapter 14, you learn how the payroll feature integrates with the general journal.

2. Employers must withhold taxes from each employee’s paycheck.

3. PCA 2005, educational version, has payroll tax tables for the 50 states built into the software.

4. The employer determines the number of exemptions or allowances withheld from employee’s paychecks.

5. FICA taxes provide retirement benefits for qualified workers.

6. By January 31 of each year, employers are required to issue W-4 forms to employees and to the IRS.

7. In 2005, yearly income up to $90,000 was subject to FICA tax.

8. Richards Sales & Service uses Account No. 10300, Payroll Checking Account, to disburse paychecks.

9. Richards Sales & Service is located in Pennsylvania.

10. You process payroll through the Maintain menus.

11. You maintain employee default information through the Tasks menus.

12. During payroll entry, payroll tax amounts will be calculated automatically.

13. In order to establish the payroll account, transfer funds from the Payroll Checking Account (Account No. 10300) to Santa Barbara Bank (Account No. 10200).

14. On Peachtree’s income statement, total expenses minus the cost of sales equals gross profit.

15. On Peachtree’s income statement, total expenses are subtracted from gross profit to arrive at net income.

MULTIPLE CHOICE

16. To start Chapter 14, you need to restore data from the end of:

a. Chapter 12 (file name, Chapter 12.ptb).
b. Chapter 13 (file name, Chapter 13.ptb).

c. Chapter 11 (file name, Exercise 11-2.ptb).

d. Chapter 12 (file name, Exercise 12-2.ptb).
e. None of the above.

17. The journal entry for transferring funds to the payroll checking account is:

a. Dr. Account No. 10200, Santa Barbara Bank; Cr. Account No. 10300, Payroll Checking Account.

b. Dr. Account No. 10000, Petty Cash, Cr. Account No. 10200, Santa Barbara Bank.

c. Dr. Account No. 10300, Payroll Checking Account; Cr. Account No. 10200, Santa Barbara Bank.

d. Dr. Account No. 77500, Wages Expense; Cr. Account No. 10200, Santa Barbara Bank.

e. None of the above.

18. The Payroll Tax Table used in the educational version of Peachtree Complete Accounting 2005, is:

a. 2000.

b. 2001.

c. 19000101.

d. 20010101.

e. None of the above.

19. All states support their unemployment insurance programs by placing a payroll tax on:

a. Employees.

b. Employers.

c. Both employees and employers.

d. Independent contractors.

e. None of the above.

20. The account number used to record employees’ regular pay is:

a. 77500

b. 77600.

c. 77700.

d. 77800.

e. None of the above.

21. The account number used to record employees’ overtime pay is:

a. 77500.

b. 77600.

c. 77700.

d. 77800.

e. None of the above.

22. The account number used to record the employees’ federal income tax deduction is:

a. 23650.

b. 23600.

c. 24000.

d. 23400.

e. None of the above.

23. The account number used to record the employer’s FICA Expense is:

a. 24100.

b. 24400.

c. 72510.

d. 72520.

e. None of the above.

24. To record employee maintenance information, use the following menu bar selections:

a. Tasks; Maintain; Employees/Sales Reps, record employee information.

b. Maintain; Employees, Sales Reps, record employee information.

c. Maintain; Defaults, Employees, record employee information.

d. Tasks; Payroll Entry.

e. None of the above.

25. Paycheck No. 101 for Theresa Alvarez shows the following net pay:

a. $440.00

b. $320.00

c. $444.76.

d. $420.19.

e. None of the above.

26. Paycheck No. 102 for Laura Gale following gross pay:

a. $427.23.

b. $257.74.

c. $444.76.

d. $344.76.

e. None of the above.

27. The total amount of payroll expense for January 2005 is:
a. $2,600.00.

b. $4,139.86.

c. $4,075.00.
d. $3,200.00.

e. None of the above.

28. The General Ledger Trial Balance for Richards Sales & Service as of January 31, 2005 shows a balance in the payroll checking account of:

a. $3,200.00.

b. $47,569.05.
c. $7,500.00.

d. $2,162.40.
e. None of the above.

