
Test Your Skills 2 
 1.  An employee of a hospital can work more than 40 hours in a week and not be paid overtime. 
a.        True 
b.        False 
 2.  Which of the following is true if Steve also receives a $100 bonus? 
1. You must add the $100 to his regular wages before you calculate FIT withholding 
2. Using the flat rate, you would withhold $20 in federal income tax from his bonus 
3. If you use the aggregate method, you will withhold the same from his bonus as you would if you use the 

supplement method 
 3.  Which of these is not a characteristic of a Flexible Spending Account Cafeteria Plan? 
1. Benefits are taxable 
2. Use it or lose it 
3. Uniform coverage 
4. Employer options for forfeited amounts 
 4.  A record of the daily transactions of a business is a: 
a.        Balance sheet 
b.        Journal 
c.        Ledger 
d.        Chart of accounts 
 5.  Which of the following is excluded in calculating an employee’s regular rate of pay for overtime purposes? 
a.        Shift premium of $50 for working the night shift 
b.        Production bonus of $15 
c.        4 hours paid but not worked 
d.        4% cost-of-living adjustment 
 6.  What factor is not used in figuring an employee’s federal income tax withholding? 
1. Marital status 
2. Number of allowances 
3. Regular rate of pay 
4. Pay frequency 
 7. Employers do not include awards for length of service or safety achievement in an employee’s income if the 

amount of the award is deductible to the employer as a business expense. 
1. True 
2. False 
 8.  A record of the business transactions by account is a: 
1. Balance sheet 
2. Journal 
3. Ledger 
4. Chart of accounts 
 9.  What type of pay is included in the regular rate of pay calculation? 
a.        Discretionary bonuses 
b.        Paid sick leave 
c.        Paid vacation leave 
d.        Productions bonus 

 10.  What is the easiest method to calculate federal income tax withholding on regular wage? 
1. Wage-bracket 
2. Percentage 
3. Supplemental 
11.  Advance Earned Income Tax Credits reduce Federal Income Tax withholding. 
a.        True 
b.        False 
12.  What is normal accounting flow? 
1. Ledger to Journal to Transaction to Financial statements 
2. Transaction to Ledger to Journal to Financial statements 
3. Transaction to Journal to Ledger to Financial statements 



4. Journal to Transaction to Ledger to Financial statements 
13.  Which of the following is a discretionary bonus, which need not be included in the regular rate of pay? 
a.        A bonus to be paid in June which the employer announced in January 
b.        An agreement with the union to pay one-half of one week’s salary to workers with over 5 years of service 
c.        A traditional $50 gift certificate which the firm has paid for the past five years at Christmas 
d.        None of the above 
14.  Which method to calculate federal income tax withholding is the most common for a computerized payroll 

system? 
1. Wage-bracket 
2.  Percentage 
3. Supplemental 
15.  Advance Earned Income Tax Credit payments increase with the size of the employee’s family. 
a.        True 
b.        False 
16.  A financial transaction is first posted in your firm’s 
1. Chart of accounts 
2. Ledger 
3. Journal 
4. Balance sheet 
17.  Clifford worked for 30 hours on his regular shift at $7.25 per hour and 16 hours on the late-night shift at $8 per 
hour.  In addition, he earned a production bonus of $15.  What is his total weekly compensation? 
$_______________ 
18.  The value of one withholding allowance for a weekly pay period in 2014 is? 
1. $76.00 
2. $150.00 
3. $162.50 
4. $0 
19.  If an employee dies and a final payment is made, the employer continues to withhold taxes as if the employee 

was still alive. 
a.        True 
b.        False 

 20.  In which type of account (asset, Liability, expense or revenue) would each of the following entries appear on the 
books? 

1. A new payroll computer 
2. Purchase of computer paper 
3. Money in a payroll checking account 
4. Wages paid to employees 
5. Social security tax and Medicare tax withheld but not deposited 
6. Employer cost of group-term life insurance 
7. Office furniture 
8. Deposit of employer portion of social security tax and Medicare tax 
9. Mortgage on the addition to your building 
21.  What is not a reason payroll keeps records? 
a.        Compliance with laws. 
b.        Demonstrate accuracy of paychecks 
c.        Demonstrate security of payroll 
d.        Periodic reporting 
22.  Sandra, single with one allowance, earns $18,000 annually.  Your firm pays biweekly.  Use the percentage 

method to calculate withholding for federal income tax. 
$________________ 
  
23.  For a payment after the employee’s death in the year of the death, what taxes will be withheld? 
a.        Federal income tax 
b.        Social security and Medicare taxes 
c.        Both federal income and social security and Medicare taxes 



d.        No taxes will be withheld 
24.  How would each of the following be posted(Debit or Credit)? 
1. Increase an asset account 
2. Decrease a liability account 
3. Increase an expense account 
4. Decrease an asset account 
5. Increase a revenue account 
25.  Aaron, Abbott, and Abelson, attorneys-at-law, maintain the following information in their employee master file: 
Hire date 
Termination date 
Payment date 
Regular rate of pay 
Additions/deductions from pay 
Frequency of payment 
Name 2 other records that must be kept in order to calculate overtime pay. 
____________________ 
____________________ 
26.  Supplemental wages do not include? 
1. Salary 
2. Bonus 
3. Commission 
4. Overtime pay 

 27.  In a payment after the employee’s death in the year after the death, what taxes will be withheld? 
a.        Federal income tax 
b.        Social security and Medicare taxes 
c.        Federal income and social security and Medicare taxes 
d.        No taxes will be withheld 
28.  Would each of the following entries be posted in the account as a debit (DR) or a credit (CR)? 
1. Purchase of a desk in an asset account 
2. Purchase of stationery in an expense account 
3. Withdrawal from a payroll checking account 
4. Employer contributions to a 401(k) plan in an expense account 
5. State tax withheld but not deposited in a liability account 
6. Recording of federal income tax withheld but not paid in a liability account 
7. Mortgage payment in a liability account 
29.  Anderson Abstracts maintains their employee master file on microfilm.  Which of the following statements is 

true? 
a.        Under federal law, they are required to keep a backup copy of these records. 
b.        Employment records must be kept for seven years. 
c.        There is no federal requirement to update the data monthly.    
30.  When using the supplemental withholding method, what is considered when making the calculation? 
1. Taxable wages 
2. Pay frequency 
3. Marital status 
4. Withholding allowances 
31.  To determine if an employer is a monthly or semiweekly depositor for 2014 the look-back period is? 
a.        January 1 – December 31, 2013 
b.        October 1, 2012 – September 30, 2013 
c.        July 1, 2012 – June 30, 2013 
d.        January 1 – December 31, 2012 
32.  Which of these is not a principle of customer service? 
1. Reliability 
2. Responsiveness 
3. Role plays 
4. Assurance 



33.  What types of records will not be combined with payroll data? 
a.        Personnel 
b.        Benefits 
c.        Purchasing 
d.        Human Resources 
34.  When paying supplemental wages, when must the aggregate withholding method be used? 
1. When no income tax is withheld from regular wages 
2. When the employee claims more than 10 withholding allowances 
3. When the employee is married 
4. When the employee is single 
35.  Which of these are not methods to be used in practicing customer service skills? 
1. Role plays 
2. Arguing with customers 
3. Case studies 
36.  If the employer’s total tax liability for the quarter is less than $1,000, when must the taxes be paid? 
a.        By the due date of Form 941 
b.        By the 15th of the month after the withholding 
c.        By Wednesday or Friday under the semiweekly rules 
d.        By the next banking day 
37.  How long must you retain each of the following records in your files? 
Proof of tax deposits 
Form I-9 
Copies of your quarterly tax returns 
Wage and hour records 
Employee time cards 
Cancelled checks 
Name/address/occupation of each employee 
Work time schedules 
Form W-4 
Total wages and tips 
Overtime information 
Log of injuries on the job     
                                                                                                                     
38.  Sam, the firm’s chief executive officer, is paid $250,000 annually.  He is single with three allowances.  Using 

the percentage method, what is his biweekly withholding for federal income tax? 
$_________________________   
  
39.  If the employer’s total tax liability for the lookback period is $48,000, when must the taxes be deposited? 
a.        By the due date of Form 941 
b.        By the 15th of the month after the withholding 
c.        By Wednesday of Friday under the semiweekly rules 
d.        By the next banking day 
  
40.  Larry goes to the payroll department to ask a question about his paycheck.  When he arrives, no one is at his or 

her desk, files are open, desk tops are covered with paper, and the floor has stacks of reports askew.  Which 
customer service principle could be improved in this payroll department? 

1. Reliability 
2. Responsiveness 
3. Assurance 
4. Empathy 
5. Tangibles 
                   
41.  How long should employers keep payroll records beyond legal requirements? 
a.        2 years 
b.        3 years 
c.        4 years 



d.        As long as the company needs the records 
42.  When an employee is overpaid and the repayment occurs in the same year, the repayment requested is the 

employee’s: 
1. Net overpayment 
2. Gross overpayment 
3. Gross overpayment minus social security and Medicare tax 

 43.  If the employer’s total tax liability for the lookback period is $75,000, when must the taxes be deposited? 
a.        By the due date of Form 941 
b.        By the 15th of the month after the withholding 
c.        By Wednesday or Friday under the semiweekly rules 
d.        By the next banking day 
44.  Lora changed her United Way deduction.  For two pay periods, the amount deducted was correct.  Then, for the 

following period the amount doubled.  When Lora call the payroll department, the payroll coordinator told her 
that the situation would be corrected and gave Lora the option of having the amount added to her next paycheck 
or receiving a special check for the amount.  Which customer service principle is being displayed here? 

1. Reliability 
2. Responsiveness 
3. Assurance 
4. Empathy 
5. Tangibles 
45.  The amount of federal income that is withheld from an employee’s wages is determined by a formula that does 

not use: 
a.        Employee’s taxable wages 
b.        Pay period 
c.        A flat rate 
d.        Marital status 
46.  When calculating federal income tax, which is correct when rounding. 
1. $0.51 is rounded to $0.00 
2. $0.49 is rounded to $1.00 
3. $0.495 is rounded to $0.00 
4. $0.50 is rounded to $0.00     
47.  If the employer’s total tax liability for the lookback period is $150,000, when must the taxes be deposited? 
a.        By the due date of Form 941 
b.        By the 15th of the month after the withholding 
c.        By Wednesday or Friday under the semiweekly rules 
d.        By the next banking day 
48.  Lisa, a plant supervisor, met with the payroll department to schedule a special pay run that would accommodate 

the shutdown for the holidays.  After payroll committed to the date, they realized that to meet this deadline 
would require working a weekend.  Which customer service principle will be compromised if the deadline is not 
met? 

1. Reliability 
2. Responsiveness 
3. Assurance 
4. Empathy 
5. Tangibles 
49.  When does an employee first complete Form W-4? 
a.        When first hired 
b.        When they need to have federal income tax withheld 
c.        When the employee is married 
d.        When the employee is divorced 

 50.  What form must a pensioner file to have input into the amount of federal income tax withheld? 
1. W-4 
2. W-4P 



3. W-4S 
4. W-5 
51.  Universal Umbrella, Inc., pays semimonthly on the 15th and the last day of the month.  Universal Umbrella 

reported $40,000 for federal income tax, social security tax, and Medicare tax withheld from employee’s wages 
and the employer’s matching social security tax and Medicare tax during the lookback period.  This month, one 
payday occurs on Wednesday, the 15th.  When is Universal Umbrella required to make a tax deposit? 

a.        Within three banking days of the 15th 
b.        On or before the following Wednesday 
c.        With its quarterly Form 941 
d.        On or before the 15th of the following month 
52.  On Thursday, Len receives news of a family emergency that requires him to take a flight home that 

evening.  Payday is not until Friday at 3 p.m., but he needs his paycheck to pay for the flight.  When Len 
contacts the payroll department and explains his situation, he is told a check will be ready for him when he 
stops by.  Which principle of customer service has the payroll department exhibited? 

1. Reliability 
2. Responsiveness 
3. Assurance 
4. Empathy 
5. Tangibles 
53.  When must an employee amend their W-4? 
a.        After receiving a pay increase 
b.        After receiving overtime pay 
c.        After becoming divorced 
d.        After their spouse quits working 
54.  When an employee begins to receive social security benefits, the employer no longer needs to withhold social 

security and Medicare taxes. 
1. True 
2. False 
55.  Universal Umbrella, a monthly depositor,  paid on 98% of its tax liability on the due date (February 15).  Which 

of the following is true? 
a.        It faces a stiff penalty for failure to pay its obligation. 
b.        The remaining 2% must be paid by March 15. 
c.        The remaining 2% must be paid by the due date of its quarterly Form 941. 
d.        The remaining 2% must be paid by December 31. 
56.  You receive a penalty notice from a governmental agency.  The information is not readily available.  What 

should you do first? 
1. Conduct a thorough investigation and send the report to the agency. 
2. Ignore the letter because it will take time to locate the information. 
3. Send a short letter to the agency stating that the issue is being reviewed. 
4. Call the agency and tell them you plan to locate the information and send it in a few months. 

 57.  Which of the following events would require an employee to fill out an amended Form W-4 within 10 days of 
its occurrence? 

a.        Employee becomes legally separated from his or her spouse who was claimed as an allowance 
b.        Employee’s spouse quits job to stay home with a new baby 
c.        Adoption of a child 
d.         None of the above 
58.  In 2013, an employer must match the amount of social security tax withheld from an employee’s wages up to: 
1. $108,600 
2. $102,000 
3. $113,700 
59.  A Company can pay employment taxes quarterly if its accumulated tax liability is less than $2,500: 
a.        For the entire quarter. 
b.        At the end of the month. 
c.        At the end of the semiweekly period. 
d.        During the look back period. 



60.  What should happen with a notice the payroll department receives from the IRS? 
1. It should be ignored 
2. It should be handled quickly 
3. It should be handled after all other duties 
4. It should be taken to the CEO 
61.  Hank, a secretary in your firm’s marketing department, was recently married.  Your firm pays on the 15th and 

last day of every month.  On June 10, Hank submitted a revised Form W-4, changing his marital status and 
number of allowances from one to four.  When must you change the amount of his withholding? 

a.        On his June 15th paycheck 
b.        On his June 30th paycheck 
c.        On his July 15th paycheck 
d.        None of the above 
62.  What is the employer’s social security tax rate in 2013? 
1. 1.45% 
2. 6.2% 
3. 7.65% 
4. 12.4% 
63.  United Steel Company is a semiweekly depositor.  On its weekly Friday payday, it has a deposit liability of 

$50,500.  When must the company deposit its payroll taxes? 
a.        By the following Wednesday 
b.        By the following Friday 
c.        By the following Monday 
d.        By the 15th of the following month 
64.  You receive a letter of inquiry concerning an employee.  What should you do? 
1. Follow your company’s policy on the release of employee information. 
2. Ignore the letter because it’s the employee’s issue. 
3. Send a short letter to the agency stating that the issue is being reviewed. 
4. Call the requestor and tell them you plan to locate the information and send it in a few months. 

 65.  Harry, a newly hired horticulturist, is married with one child.  His beginning salary is $1,000 
semimonthly.  Because of an unexpected business trip, Harry fails to submit Form W-4 by his first 
payday.  What withholding status must Harry’s employer use for his first paycheck? 

a.        Single, no allowances 
b.        Single, 3 allowances 
c.        Married, no allowances 
d.        Married, 3 allowances 
66.  What is the maximum amount of social security tax that an employer must pay for an employee in 2014? 
1. $4,775.40 
2. $7,049.40 
3.  There is no maximum 
67.  An employer’s tax deposit status always remains the same for the entire year. 
a.        True 
b.        False 
68.  Payroll personnel should tell their neighbors about the following payroll information. 
1. Salary history 
2. Termination reasons 
3. Pay level 
4. None of the above 
69.  Under what conditions can an employee claim exemption from withholding on Form W-4? 
a.        Receiving overtime pay 
b.        Had no tax liability last year and expects no tax liability this year 
c.        Anticipates receiving a bonus 
70.  A voluntary deduction must: 
1. Be authorized by the employee 
2. Be deducted without the employee’s permission 
3. Be changed to what the employer needs to deduct 



71.  A semiweekly depositor has a Friday payroll with a tax liability of $85,000.  The next Monday is a 
holiday.  When must the employer deposit the taxes to avoid penalties? 

a.        The next Monday 
b.        The next Wednesday 
c.        The next Thursday 
d.        The next Friday 
72.  Heather, a freshman at the university, works a few hours each week as a receptionist.  Her father claims her as a 

dependent on his tax return.  Last year, she made no money.  This year, her anticipated annual income is less 
than $500.  Which of the following statements is true? 

a.        She can claim to be exempt from withholding. 
b.        Once she files an exempt Form W-4, it stays in effect until a new Form W-4 is submitted. 
c.        She is not exempt because she is a dependent. 
73.  Required deductions must take precedence over voluntary deductions. 
1. True 
2. False 

 74.  ABC Tile is a semiweekly depositor.  Its next deposit is due on Wednesday, which falls on a holiday when the 
banks are closed.  To be considered timely, ABC Title’s deposit of federal payroll taxes must be made on or 
before the close of business on: 

a.        Tuesday 
b.        Thursday 
c.        Monday 
d.        Friday 
75.   All employees must complete a new Form W-4 each year. 
a.        True 
b.        False 
76.  Which one is not an involuntary deduction? 
1. Charitable contribution 
2. Tax levy 
3. Child support 
4. Creditor garnishment 
77.  United Steel has accumulated a liability of $95,000 on Friday.  On Saturday, it accumulates a $10,000 

liability.  Does the one-day rule apply? 
a.        Yes 
b.        No 
78.  The personnel of the payroll department must assist employees in determining their marital status and number 

of allowances for Form W-4. 
a.        True 
b.        False 
79.  What does an employer use to calculate the amount to withhold for an IRS tax levy? 
1. Disposable pay 
2. Net pay 
3. Take-home pay 
4. Taxable wages 
80.  Under what circumstances could an employer be required to make daily deposits? 
a.        If their accumulated tax liability is $100,000 or more 
b.        If their accumulated tax deposits are $100,000 or more 
c.        This is not required by law 
81.  All employees must receive notice of the Advance Earned Income Credit. 
a.        True 
b.        False 
82.  When does an employer stop deducting a federal tax levy from an employee’s wages? 
1. When the amount on the levy is reached 
2. When the IRS issues a Release of Levy 
3. When the employee asks that the levy deduction be stopped 



83.  Between paydays, an employer must issue a manual check to a terminating employee.  The employer can hold 
the tax liability until the next regular payday to make the tax deposit. 

a.        True 
b.        False 

 84.  The RFP (Request for Proposal) is a document that asks for bids from potential vendors of hardware, software 
as well as service providers. 

a.        True 
b.        False 
85.  When an employer receives a child support withholding order against an employee, that means the employee is 

delinquent in making their child support payments. 
1. True 
2. False 
86.  If you are not using EFTPS to make a tax deposit, where must it be made? 
a.        The IRS 
b.        Any local bank 
c.        A financial institution qualifying as a federal tax depository 
d.        The U.S. Treasury 
87.  Howard, married with five allowances, earns $1,000 per month.  Although he hasn’t claimed exempt status on 

his Form W-4, no federal income tax is withheld from his wages.  Which of the following is true? 
a.        Employer is encouraged to notify Howard he may be eligible to claim the earned income credit in 2014. 
b.        Employer may provide Copy B of Form W-2 Wage & Tax Statement that has the required EIC statement on 

the back 
c.        Employer may provide Howard Notice 797, Possible Tax Refund Due to the Earned Income Credit. 
d.        All of the  above. 
88.  What does an employer use to calculate the amount to withhold for a child support withholding order? 
1. Disposable pay 
2. Net pay 
3. Take-home pay 
4. Taxable wages 
89.  What is EFTPS? 
a.        Electronic Federal Tax Payment System 
b.        Electric Federal Tax Purchase System 
c.        Everyone’s Federal Tax Payment System 
d.        Electronic Federal Tax Payment Services 
90.  Henry claims exempt from withholding on his Form W-4.  To continue the exempt status, a new Form W-4: 
a.        Must be filed by December 31. 
b.        Must be filed by February 15 of the following year. 
c.        Is not necessary. 
d.        Is illegal unless Henry has more than 10 allowances. 
91.  Maury earns $1,000 weekly.  His deductions are $174 for federal income tax, $62 for social security tax, and 

$14.50 for Medicare tax.  He is not supporting another family and has never been in arrears in his child support 
payments.  What is the maximum child support that the court can order to be withheld form Maury’s wages? 

1. $600.00 
2. $500.00 
3. $449.70 
4. $487.18 
92.  What are Treasury Financial Agents? 
a.        Departments of the U.S. Treasury 
b.        Financial institutions facilitating EFTPS 
c.        The Federal Reserve Payment Transfer System 

 93.  Prioritizing – which category is planning and prevention activities? 
1. Urgent & important 
2. Not urgent but important 



3. Urgent but not important 
4. Not urgent & not important 
94.  The final stage of team development is: 
a.        Forming 
b.        Storming 
c.        Norming 
d.        Performing 
95.  In addition to IRS regs, another source of guidance is: 
a.        Private Letter rulings 
b.        Publications 
c.        Revenue Rulings 
d.        All of the above 
96.  When the IRS publishes regulations coded “T.D.”, what does T.D. stand for: 
a.        Treasury Decision 
b.        Tax Development 
c.        Tax Deferred 
d.        Treasury Data 
97.  Financial Statement that shows assets, liabilities and equity at a point in time. 
a.        Income Statement 
b.        General Ledger 
c.        Statement of Earnings 
d.        Balance Sheet 
98.  Financial Statement that covers an accounting period; summarizes revenues and expenses: 
a.        Income Statement 
b.        General Ledger 
c.        Statement of Earnings 
d.        Balance Sheet 
99.  When expenses and revenue are recorded in the period in which they are spent or earned, what accounting 

concept is being applied? 
a.        Objectivity principle 
b.        Realization principle 
c.        Consistency principle 
d.        Matching principle 
100. A liability is a payable. 
a.        True 
b.        False 
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8.2-1 
20.  a. Asset  b. Expense  c. Asset   d. Expense  

e. Liability  f. Expense  g. Asset   
8. Expense  i. Liability 
9. Section 11.1-1 
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70. A Section 9.2 
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72. A Section 6.3-1 
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29. C Section 10.8-3 77. B Wed,Thur, Fri remits Wed.(Cycle 1)  
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34. A Section 6.4-4 82. B Section 9.1-1 
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37.  Proof of tax deposits - 4 

Form I-9 - 4 
Copies of your quarterly tax returns - 4 

85. B Section 9.1-2 



Wage and hour records - 3 
Employee time cards - 2 
Cancelled checks - 3 
Name/address/occupation of each 

employee - 4 
Work time schedules - 3 
Form W-4 - 4 
Total wages and tips - 3 
Overtime information - 3 
Log of injuries on the job  - 5 
Section 10.1 10.2 

38.  250,000/26 = 9615.38 
9615.38-455.70 = 9159.68 
9159.68-$7254 = 1905.68 
1905.68*33% = 628.87 
628.87+1744..33 = 2372.87 
Section 6.4-2   

86. C Section 8.2-2 

39. B Monthly because lookback<50 K 
Section 8.2-1 

87. D Section 6.6 
40. E Section 13.3-7 88. A Section 9.1-2 
41. D Section 10.1 89. A Section 8.2-2 
42. A Section 3.4-1 90. B Section 6.3-1 
43. C Semiweekly because lookback >50K 

Section 8.2-1 
91. C 1000-174-62-14.50=749.5 

749.5*60% = 449.70 
Section 9.1-2 

44. B Section 13.3-7 92. B Section 8.2-2 
45. C Section 6.3-1 93. B Section 13.3-4 
46. C Section 6.4 94. D Section 13.3-5 
47. D One day rule Section 8.2-1 95. D Section 13.4-1 
48. A Section 13.3-7 96. A Section 13.4-1 
   97. D Section 11.7-1 
   98. A Section 11.7-2 
   99. D Section 11.1 
   100 A Section 11.1-1 
Test Your Skills – 2                  


