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Test Your Skills 4 
 
Employee Cindy’s employer reimburses her $620 in 2014 for substantiated meal expenses she incurred while 
moving from her old residence to her new work location. 
 
1. What amount of this expense, if any, is excluded from Cindy’s taxable wages? 

a. $620 
b. $496 
c. $310 
d. $0 

 
2. How should this reimbursement be reported on Cindy’s 2014 Form W-2? 

a. Box 12 only 
b. Boxes 1, 3, 5, 12 
c. Box 1 only 
d. Boxes 1, 3, and 5 

 
3. 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 

 
4. Assume that the IRS Table 1 rate for an employee age 30 is $.08 and the total group-term life insurance 

coverage under the employee’s policy is $100,000.  How much taxable income would be reported for one 
month of coverage under this policy? 
a. $48.00 
b. $4.00 
c. $8.00 
d. $56.00 

 
5. Who of the following most likely is an independent contractor? 

a. A retiree called back to work on a temporary basis 
b. A person normally employed in the mail room who comes in after hours to clean the offices 
c. A repairman who is called periodically to perform maintenance on the office PCs 
d. A commissioned salesman who works from his home 

 
6. The Fair Labor Standards Acts governs which of the following? 

a. When severance pay must be paid 
b. How vacation pay is accrued 
c. Recordkeeping requirements 
d. The frequency of regular payrolls 

 
7. Which of the following payments is partially exempt from an IRS levy? 

a. Workers’ compensation 
b. Wages paid by direct deposit 
c. Non-periodic bonus payments 
d. Commission payments 

 
8. Which of the following is an example of a supplemental wage payment for federal income tax withholding 

purposes? 
a. Regular vacation pay 
b. Holiday pay 
c. Paid sick leave 
d. Certain stock awards 
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9. Nice guys Inc. has a short-term disability plan provided by a third-party insurance company, for its factory 

workers.  Employees do not pay for this benefit.  Roberta received $400 a month for four months during the six-
month coverage period.  How did the third-party payer tax Roberta’s disability payments? 
a. No tax was withheld on any payments. 
b. Social security and Medicare taxes were withheld on $400 in each of the four months. 
c. Federal Income tax was withheld on $400 in each of the four months. 
d. Social security and Medicare taxes were withheld on the value of the premium paid by the employer. 

 
10. Which of the following federal income tax withholding amounts are reported on the Form 941? 

a. FIT withheld from nonqualified plan distributions 
b. FIT withheld from gambling winnings 
c. FIT withheld from pension payments 
d. FIT withheld as backup tax 

 
11. If business entities qualify as related corporations, how long is the status valid? 

a. For the entire year in which the qualified status is established 
b. For the entire quarter in which the companies qualify for related status 
c. There is no expiration of the qualified status once the corporations qualify 
d. Qualification must be reestablished each deposit look-back period  

 
12. Employee Sherri receives a department store gift certificate of $100 in appreciation of her outstanding work 

performance.   She earns $2,000 per week and claims married with 3 allowances on her W-4.  Her year-to-date 
wages for 2013 were $106,500, prior to the award.  The value of the award is included (imputed) with her next 
regular weekly payroll check.  Calculate her net pay using the percentage-method withholding calculation for 
federal income tax. 
a. $1,760.24 
b. $1,724.15 
c. $1,667.15 
d. $1,808.77 

 
13. An example of a policy is: 

a. Payroll receives changes of status documents from human resources after data entry has occurred. 
b. Time cards are filed by cost center in the records room. 
c. The PCs of the payroll employees are connected to the same printer. 
d. Employees receive paid sick leave after the second day of absence. 

 
14. Which of the following is a component of a graphical user interface? 

a. LAN/WAN 
b. Icon 
c. CD-ROM 
d. Modem  

 
15. An employer is a semiweekly depositor and incurs a deposit obligation of $35,000 on Monday, June 10th.  

Assuming there are no holidays in June, when is the deposit due? 
a. Tuesday, June 11 
b. Friday, June 14 
c. Monday, June 17 
d. Wednesday, June 19 
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16. An employee is due a regular weekly wage payment of $350.  The employee contributes $15 in pretax 

contributions to a 401(k) plan.  Assuming a federal income tax rate of 15%, and that the employee has no year-
to-date wages at the time of the payment, what would the net pay be? 
a. $264.97 
b. $271.87 
c. $257.97 
d. $259.12 

 
17. If an employee working abroad with a tax home in a foreign country passes the “physical presence test,” to what 

may the employee be eligible? 
a. Income exclusions 
b. Employer-paid housing expenses 
c. Foreign service premium 
d. Hardship allowance 

 
18. The Fair Labor Standards Act permits compensatory time off in lieu of overtime pay to which of the following 

employees? 
a. Salespeople who work out of their homes 
b. High school students who work over 8 hours in a day 
c. Municipal firefighters 
d. Retirees who return for part-time work 

 
19. The FLSA requires which of the following records to be retained for three years? 

a. Form W-4 
b. Proof of workers’ compensation coverage 
c. Employee disciplinary notices 
d. Employee’s occupation 

 
20. Which of the following employers are exempt from the provisions of IRCA? 

a. Employers with annual revenues under $10,000 
b. Employers with less than 2 employees 
c. All employers are subject to compliance 
d. Privately held employers 

 
21. In maintaining a payroll system, change control refers to: 

a. Entering new data to an employee’s record 
b. Procedures to test and schedule changes before they are put into production 
c. Creating a new system in a merger or acquisition 
d. Separation of functions according to accounting standards 

 
22. What document reflects the value of the assets of a corporation? 

a. Profit/loss statement 
b. Income statement 
c. Balance sheet 
d. Variance analysis 

 
23. Terri is paid $10.00 per hour plus a piecework incentive of $.01 per produced unit.  In the current week, she 

worked 43.5 hours and produced 9000 units.  Calculate her total gross pay for the week. 
a. $546.12 
b. $542.50 
c. $490.00 
d. $525.00 
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24. An example of a procedure is: 

a. Overtime is paid at double time for work performed on Sundays. 
b. Employees may take unused vacation from the current year in the first quarter of the subsequent year. 
c. Time cards are filed by the cost center in the records room. 
d. Employees receive their hourly rate of pay for hours spent in jury service. 

 
25. Form 9779 is: 

a. An application for a taxpayer’s identification number 
b. The coupon for making federal tax deposits 
c. An application to remit federal taxes by EFT 
d. The annual return for benefit plans 

 
26. Which of the following is tax-free to all employees even if only provided to highly paid employees? 

a. Cafeteria plans 
b. 401(k) plans 
c. Transportation fringe benefits 
d. Athletic facilities 

 
27. Dependent care assistance benefits are tax-free up to what amount per year? 

a. $5,250 
b. $10,000 
c. $5,000 
d. $0 

 
28. A salaried-exempt executive employee is unable to work for two days in the workweek because the office is 

closed for remodeling.  The employee’s weekly guaranteed salary is $500.  Under the FLSA, what amount must 
this employee be paid for the workweek? 
a. $500 
b. $300 
c. $400 
d. $200 

 
29. When making the federal payroll deposit, the accounting entry to record an advance payment of EIC would be: 

a. Debit cash, credit EIC payable 
b. Debit EIC payable, credit cash 
c. Debit FIT payable, credit cash 
d. There are no advance payments of EIC 

 
30. The financial statement used to evaluate the performance of a business by matching its revenue and related 

expenses for a particular accounting period is? 
a. Balance Sheet 
b. Trail Balance 
c. General Ledger 
d. Income Statement 

 
 
31. A single company of a group of related companies can file the Forms W-2 and 941 under its EIN for all 

employees of all of the related companies, whether or not the employees are concurrently employed, under 
which of the following reporting options: 
a. Common paymaster 
b. Power of attorney 
c. Common pay agent 
d. Establishment reporting 
 
 

32. How many hours prior to payday is it recommended that a direct deposit of wages be initiated with the ODFI? 
a. 24 hours 
b. 72 hours 
c.   8 hours 
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d. 48 hours 
 
33. Under the existing NACHA rules, wages must be posted to employees’ accounts by the RDFI no later than: 

a. The end of the business day on payday 
b. The opening of the business day on payday 
c. The evening before payday 
d. Two days before payday 

 
Answer questions 34 and 35 based on the following information.  
Assume that it is April 2014 and an employee is reimbursed at the rate of $.560 per mile for 100 substantiated 
business miles in a personal vehicle. 
 
34. What amount should be reported in Boxes 1, 3, and 5 of the form W-2? 

a. $6.00 
b. $41.00 
c. $40.50 
d. $39.00 

 
35. What amount should be reported in Box 12 of the Form W-2? 

a. $40.50 
b. $36.50 
c. $50.00 
d. $5.00 

 
36. Which of the following is the correct reporting of a nontaxable relocation reimbursement of $1,000 on the Form 

W-2? 
a. Box 1 = 1000.00; Box 12 = P 1000.00 
b. Box 1 = 1000.00; Box 12 = L 1000.00 
c. Box 12 = P 1000.00 
d. Box 12 = L 1000.00 

 
37. Which of the following forms must the employer receive as authorization to discontinue withholding under a 

federal tax levy notice? 
a. Form 668-W 
b. Form I-9 
c. Form 668-D 
d. Form 2678 

 
38. The penalty for failure to withhold wages under a federal tax levy notice is: 

a. 150% of the amount not withheld 
b. 100% of the amount not withheld 
c. 50% of the amount not withheld 
d. 75% of the amount not withheld 

 
39. Which of the following payroll deductions meets the definition of a wage attachment? 

a. United Way contribution 
b. Federal income tax withholding 
c. Alimony support order 
d. Heath insurance contribution 
 

40. An employer may accept a child support order directly serviced from another state if the employee’s work state 
has adopted Section 501 of which of the following laws? 
a. URESA 
b. UIFSA 
c. ERISA 
d. OCSE 



Test Your Skills – 4  6 

 
41. Which of the following employers may NOT pay state unemployment contributions under a reimbursing 

account arrangement? 
a. Electing nonprofit organizations 
b. State governments 
c. Political subdivisions 
d. Electing for-profit organizations  

 
42. Under IRS suggested guidelines, an employee should be allowed a maximum of how many days after receiving 

an expense advance to provide substantiation of the amount to the employer? 
a. 30 
b. 45 
c. 60 
d. 90 

 
43. Hourly paid computer professionals may be exempt from the overtime provisions of the FLSA if they are paid 

more than a minimum hourly rate of: 
a. $36.05 
b. $30.88 
c. $27.63 
d. $33.48 

 
44. A luxury vehicle is defined as any vehicle placed in service in 2014 with a value that is equal to or exceeds: 

a. $15,700 
b. $16,000 
c. $15,300 
d. $15,200 

 
45. Which of the following would NOT be defined as a tax-deferred benefit? 

a. 401(k) pretax contributions 
b. 125 pretax contributions 
c. 403(b) pretax contributions 
d. Nonqualified plan contributions 

 
46. Employers can apply for an extension on the time to file certain returns by submitting which of the following 

forms to the IRS? 
a. Form 8809 
b. Form 2678 
c. Form 843 
d. Form 8828   

 
47. An employee is paid a bonus of $1,000.  The employer will pay the employee’s federal taxes.  Assuming the 

employee’s year-to-date wages prior to the bonus were $30,000, and that the supplemental rate of withholding 
is used, how much FITW and FICA will the employer pay on the employee’s behalf? 
a. $356.50 
b. $388.89 
c. $554.00 
d. $484.78 
 

48. What is the employee’s gross pay assuming that the state minimum wage is $4.00 per hour, the employee works 
45 hours, a production bonus of $50 is paid in the workweek, and the employer is a national distributor of 
automobile parts? 
a. $313.05 
b. $397.15 
c. $281.75 
d. $278.40 
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49. Chicken Licken requires that all employees wear uniforms that are unique to Chicken Licken restaurants.  New 

employees are required to pay $20 for their uniforms from their first regular paycheck.  Assume that one of its 
new employees earns $7.50 per hour and works 42 hours in the first workweek.  What is the maximum that 
Chicken Licken can deduct from this employee’s wages for the uniform? 
a. $0 
b. $20.00 
c. $10.50 
d. $10.00   

 
50. Wages are paid on June 30 and the deposit related to these wages is made on July 6.  How should the deposit 

coupon be completed? 
a. Quarter 2, Tax Type 945 
b. Quarter 2, Tax Type 941 
c. Quarter 3, Tax Type 945 
d. Quarter 3, Tax Type 941 

 
Answer questions 51-54 based on the following case study. 
 
Bass Biting Company operates a bait, tackle, and boat sales store employing 10 full-time clerks and salespeople in 
addition to the owner and his family members.  Occasionally, Bass Biting assigns special work to individuals other 
than its regular employees and family members. 
 
51. Employee Earl, a commissioned field sales employee, worked 52 hours one week and received a $500 

commission for a boat sale.  Calculate the overtime due Earl under the FLSA. 
a. $173.04 
b. $557.44 
c. $  57.66 
d. $    0.00 

 
52. Employee Joan, a tackle shop clerk, earns $9.61 per hour.  Joan worked 52 hours in one week.  Calculate the 

premium pay due under the FLSA. 
a.    $173.04 
b. $557.38 
c. $  57.66 
d. $    0.00 

 
53. Bass Biting engaged a carpenter, Jim, to build a boat dock so that customers could shop via boat.  Jim has 

several docks in progress for other local merchants.  Bass Biting’s dock took 4 days to build, 13 hours each day.  
Bass Biting paid Jim $500 for 4 days’ work.  Calculate overtime due Jim under the FLSA. 
a.    $115.44 
b.    $  75.00 
c. $  57.72 
d. $    0.00 

 
54. Employee Lois was a bait and tackle shop clerk until she retired on June 30.  Lois returned to the bait and tackle 

shop to perform clerical duties on August 15 and worked through Labor Day to assist Bass Biting through its 
busy season.  Determine Lois’ employment status with Bass Biting. 
a. Family leave under the Family and Medical Leave Act 
b. Independent contractor 
c. Casual laborer 
d. Employee 

 
55. Employee Joan is paid weekly and claims married with 4 allowances on her Form W-4.  Each pay period, she 

contributes 4% to the 401(k) plan and $5 to United Way.  For the week ending July 13, 2014, Joan’s gross 
wages were $440.  Assuming Joan’s year-to-date wages were $36,000 prior to the July 13th payroll period, and 
that the wage bracket method is used to compute federal income tax withholding, compute net pay for the July 
13th pay period. 
a. $406.34 
b. $383.74 
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c. $401.34 
d. $347.42 

 
56. Under the FLSA, how many hours would be paid at time and one half for the following biweekly period, 

assuming that the employee is a health care professional paid under the special FLSA rules. 
 

WK  Mon Tues Wed Thurs Fri Sat Sun 
1  12 13 10 10 11      
2  12 12 off off off 
 
a. 0 
b. 16 
c. 24 
d. 12 
 

57. Employee Mario is paid biweekly and claims married with 2 allowances on his Form W-4.  Each pay period, he 
contributes 2% to the 401(k) plan and $50 to the cafeteria plan for health insurance.  For the biweekly period 
October 12, 2014, Mario’s gross wages were $650.  Assuming Mario’s year-to-date wages were $105,600 prior 
to the October 12th payroll period, and that the percentage method of withholding is used to compute federal 
income tax withholding, compute net pay for the pay period.   
a. $542.09 
b. $537.27 
c. $546.48 
d. $541.10 

 
58. Which of the following forms need not be filed if the employer incurred no tax liability for the period? 

a. Form 941 
b. Form 940 
c. Form 941-M 
d. Form 945 

 
59. An employer was required to pay its federal payroll taxes electronically but made a $100,000 deposit on the due 

date using the Form 8109.  What is the maximum penalty that may be assessed for not making the deposit via 
electronic funds transfer? 
a. $  5,000 
b. $10,000 
c. $15,000 
d. $  0 

 
 
 
60. The IRS will NOT grant an extension of time to file for which of the following forms? 

a. Form W-2, Copy A 
b. Form 940 
c. Form 941 
d. Form 1096 

 
Answer questions 61-62 based on the following case study. 
 
W&H Company is an S corporation.  In 2014, employees received $250 of subway tokens each month. 
 
61. Office manager Chelsea has no shares in W&H Company.  How much taxable income, if any, must Chelsea 

recognize each month for the subway tokens? 
a. $54 
b. $80 
c. $5 
d. $0 
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62. Vice President Allan is a 15% or more shareholder-employee of W&H Company.  How much taxable income, 

if any, must Allan recognize each month for the subway tokens? 
a. $245 
b. $250 
c. $15 
d. $0 

 
63. Employee Rocky received a bonus in 2014 of $1,500.  His year-to-date earnings at the time of the bonus 

payment were $105,800.  His employer will pay the federal taxes owed on the bonus.  What is the gross amount 
of the bonus assuming the supplemental rate is used for federal income tax withholding and there is no state 
income tax? 
a. $2,162.94 
b. $2,295.33 
c. $2,227.17 
d. $2,465.25 

 
64. Luxur, Inc.  pays country club dues of $2,500 per year on behalf of its vice president, Walter.  Walter submitted 

documentation substantiating that 25% of his club use for the year had a business connection.  What portion of 
the club dues represents compensation to Walter and what portion of the club dues may be deducted by Luxur, 
Inc.? 
a. Wages = $2,500, Deduction = $0 
b. Wages = $2,500, Deduction = $2,500 
c. Wages = $1,875, Deduction = $1,875 
d. Wages = $1,875, Deduction = $625 

 
65. If an error is made in reporting the following amounts on Form 941, which of the following are employers 

instructed NOT to correct? 
a. Total wages, tips and other compensation 
b. Social security wages 
c. Federal income tax withheld 
d. Medicare tax withheld 

 
66. In 2012, the year that Mary began receiving sick pay from a third-party payer, her employer contributed 65% 

toward the cost of the disability insurance.  In 2013, her employer’s contribution percentage dropped to 45%.  
Mary received sick pay totaling $12,000 in 2012 and $15,000 in 2013.  Federal taxable income related to sick 
pay is how much for 2012 and how much for 2013? 
a. 2012= $7,800, 2013 = $6,750 
b. 2012 = $7,800, 2013 = $9,750 
c. 2012 = $7,800, 2013 = $7,800 
d. 2012 = $6,750, 2013 = $6,750  

 
67. Garfield Sporting Goods was purchased by Hercules Sports Center on July 1, 2013.  Garfield’s store manager, 

Arnold, was the only employee transferred to Hercules.  Arnold’s earnings on the day of acquisition were 
$70,000.  Hercules paid him a total of $75,000 between July 1, 2013 and December 31, 2013.  Hercules and 
Garfield agreed to file Forms W-2 under the IRS “alternative procedure.”  What amount will Garfield’s report 
on Arnold’s Form W-2 for social security and Medicare earnings, and what amount will Hercules’ report? 
a.   Garfield:  Social security = $0           Medicare = $0 
      Hercules: Social security = $113,700 Medicare = $145,000 
b.   Garfield:  Social security = $70,000  Medicare = $70,000 
      Hercules: Social security = $43,700 Medicare = $75,000 
c.   Garfield:  Social security = $0           Medicare = $0 
      Hercules: Social security = $106,800 Medicare = $110,100 
d.   Garfield:  Social security = $70,000  Medicare = $70,000 
      Hercules: Social security = $75,000  Medicare = $75,000 
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Answer questions 68-72 based upon the following information. 
 
Plastics Plus Corporation pays its active employees semimonthly, on the 15th and last day of the month.  Annuities 
are paid to its pensioned employees monthly, on the first day of the month.  Plastics Plus Corporation incurred the 
following tax obligations in the previous two years: 
 

 Form 941 Taxes Form 945 Taxes 
2011     1st Quarter $12,000 $3,300 
2011    2nd Quarter $14,500 $7,100 
2011    3rd Quarter $13,900 $12,000 
2011    4th Quarter $16,200 $11,800 
2012    1st Quarter $15,800 $15,800 
2012   2nd Quarter $15,300 $12,600 
2012    3rd Quarter $16,400 $11,000 
2012     4th Quarter $16,700 $10,200 

 
68. On Monday, July 14, 2014, Plastics Plus Corporation’s payroll register for active employees reflected the 

following withheld taxes:  Medicare $1,500, social security $2,800 and federal income tax $3,900.  When are 
these taxes deposited? 
a. Tuesday, July 15, 2014 
b. Wednesday, July 16, 2014 
c. Friday, July 18, 2014 
d. Friday, August 15, 2014 

 
69. Plastics Plus Corporation paid its annuity payroll on Monday, July 15, 2014.  The taxes withheld totaled $4,100.  

When are these taxes deposited? 
a. Tuesday, July 29, 2014 
b. Wednesday, July 30, 2014 
c. Friday, July 18, 2014 
d. Thursday, August 14, 2014 

 
70. What is the sum of taxes in the look-back period for the 2014-deposit schedule for Plastic Plus Corporation’s 

Form 941 taxes? 
a. $  56,600 
b. $  61,200 
c. $  64,200 
d. $113.400 

 
71. What is the sum of the taxes in the look-back period for the 2014-deposit schedule for Plastic Plus 

Corporation’s Form 945 taxes? 
a. $34,200 
b. $49,600 
c. $52,200 
d. $90,800 

 
72. What is the Lower Opportunity Wage for newly hired teenagers under the age of 20 for the first 90 days of 

employment? 
a.       Current minimum wage rate - $7.25 
b.       $4.25 per hour 
c.       $3.00 per hour 

         d.       $7.31 per hour 
 

73. When a business is treating a worker or a group of similar workers as independent contractors rather than as 
employees, it avoids paying employment taxes and fringe benefits. What form can the worker file with the 
Internal Revenue Service (IRS) to make a determination of employee status ? 
a. SS-8 
b. 843 
c. 4669 
d. 8809     
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74. A payroll check was issued and recorded to the general ledger for the gross amount of $500.  From the gross, 

$75 was deducted for federal income tax, $31 for social security, and $7.25 for Medicare. The check was 
voided.  Which of the following entries would be made to record this voided check? 
a. Debit salary expense $500, credit taxes payable $125.25, credit wages payable $374.75 
b. Debit salary expense $500, credit taxes payable $101.25, credit wages payable $398.75 
c. Debit taxes payable $125.25, debit wages payable $374.75, credit salary expense $500 
d. Debit taxes payable $113.25, debit wages payable $386.75, credit salary expense $500 

 
75. An accrual entry of $1,000 was made in 2013 for a bonus to be paid in January 2014.  The bonus was paid in 

2013 and federal income tax (using the supplemental rate) and FICA tax were paid by the employer.  Which of 
the following is the correct entry to record the disbursement of the bonus in January 2014? 
a. Debit salary expense $484.78, debit wages payable $1,000, credit cash $1,000, credit taxes payable $484.78 
b. Debit wages payable $1,484.78, credit cash $1,000, debit taxes payable $484.78 
c. Debit salary expense $1,484.78, credit taxes payable $484.78, credit cash $1,000 
d. Debit salary expense $346.50, debit wages payable $1,000, credit cash $1,000, credit taxes payable $346.50 

 
 
 
Answer questions 76-78 based on the following case study (assuming the 2014 Form W-2 is used): 
 
In 2014, employees of CC’s Construction Company were paid salaries and participated in the benefit plans as 
follows (assuming all employees are under age 51): 

CC’s Construction Company 
Employee Hire Date Monthly Salary 401(k) % of Salary 125 Cafeteria Elections 
David 06/01/13 $5,000 3% $100/month medical 
Karen 12/19/92 $4,200 7% $100/month medical 

$100/month health care FSA 
Alan 03/18/94 $6,050 4% $50/month medical 
Sue 03/01/13 $3,900 0% Does not participate 
Douglas 12/21/89 $8,000 12% $150/month medical 

$300/month dependent care FSA 
Carol 11/01/13 $3,000 0% Does not participate 
 
76. What is the total amount reported in Box 3, social security wages, for these employees? 

a. $299,000 
b. $279,998 
c. $270,898 
d. $289,900 

 
77. What is the total amount reported in Box 10, Dependent care benefits? 

a. $-0- 
b. $3,600 
c. $4,800 
d. $9,100 

 
78. What amount is reported in box 12 and what code is used? 

a. K $19,002 
b. K $18,042 
c. D $19,002 
d. D $18,042 

 
Answer questions 79-82 based on the following case study. 
 
The Alarming Alarm Company pays employees semimonthly.  The company uses the semiweekly deposit schedule 
for payment of its federal payroll taxes.  The following benefits are available to employees:  A 401(k) plan to which employees may contribute from 2% through 12% of their base salary  Matching of the 401(k) plan contributions up to 6%  A cafeteria plan with medical insurance at $100/month deducted in equal installments each pay period  25% discount on security systems for their own homes 
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79. Employee Abe receives a monthly salary of $8,700.  Abe invests 4% of his salary each pay period in the 401(k) 

plan and participates in the cafeteria plan.  Calculate the total FICA deducted from wages paid him the last 
payroll in November of 2013. 
a. $62.35 
b. $83.08 
c. $242.95 
d. $328.95 
 

80. Employee Jim purchased a security system for his home for $7,500 that the Alarming Alarm Company sells to 
the public for $10,000.  What portion of this employee discount, if any, represents wages? 
a. $  0 
b. $500 
c. $2,000 
d. $7,500 

 
81. On Monday, October 7, 2014, Alarming Alarm Company paid bonuses to its executives totaling $250,000, 

withholding federal tax at the supplemental rate.  FICA for the bonuses totals $16,000.  On Tuesday, October 4, 
2014, Alarming Alarm Company paid regular wages that gave rise to a federal income tax withholding liability 
of $18,000 and FICA withholding of $3,500.  When are these tax deposits due? 
a. Tuesday, October 7, 2014 
b. Wednesday, October 8, 2014 
c. Friday, October 10, 2014 
d. Tuesday, October 14, 2014 

 
82. Employee Joan earns $10,000 per month, participates in the company’s cafeteria plan and contributes the 

maximum to the 401(k) plan.  Assuming Joan received no payments during the year other than her regular 
salary; calculate Joan’s federal taxable wages for the first payroll period in December. 
a. $5,000 
b. $3,520 
c. $4,350 
d. $4,500 

 
83. Prime Photos Inc. issued and remitted two final payroll checks for the same amount to employee Peter.  The 

payroll checks were issued for 40 hours of severance pay at $6.00 per hour.  Other than federal income tax 
withholding of 15% and FICA tax withholding, no other deductions were made from his final wages.  When the 
erroneous payment was brought to Peter’s attention, he wrote a personal check to reimburse for the 
overpayment.  How much did Peter repay Prime Photos? 
a. None. Repayment unnecessary 
b. $226.44 
c. $221.64 
d. $240.00 

 
84. Under which of the following situations may an employee change an election made under a 125-cafeteria plan 

within the plan year? 
a. Employee receives a salary increase 
b. Employee divorces 
c. Employee’s parent retires 
d. Employee transfers to another department 

 
85. An integrated HRIS offers the advantage of: 

a. Enhanced screen display of employee data 
b. Improved security of confidential payroll 
c. Reduced effort in the maintenance of employee records 
d. Decreased requirements for technical improvements 
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86. Employee Jack earns $7.50 per hours.  He worked 43 hours in a workweek in which he was paid a service 

bonus of $100.  What is Jack’s gross pay for the workweek? 
a. $451.99 
b. $433.75 
c. $337.26 
d. $437.26 

 
87. Employee Jack, a nonexempt employee, must travel by plane from Chicago to Houston to inspect the security 

system recently installed at a client’s site.   Jack is normally scheduled to work from 8:00 a.m. to 4:00 p.m., 
Monday through Friday.  Jack arrives at Chicago O’Hare airport on Sunday at 3:00 p.m. and lands at Houston 
airport at 6:00 p.m. Jack begins work at 8:00 a.m. on Monday and returns to the airport for his return flight at 
4:00 p.m.  He arrives in Chicago at 7:00 p.m. Monday evening.  Under the FLSA, how many hours of pay are 
due Jack for Sunday and Monday? 
a. 14 
b. 9 
c. 11 
d. 8 

 
88. Sally’s department was scheduled to work from 8:00 a.m. until 5:00 p.m.  It was announced to all employees 

that a severe winter storm was expected to reach the city between 4:00 p.m. and 5:00 p.m.  Employees of 
Sally’s department asked if they, like most other departments, would be allowed to leave work at 3:00 p.m. to 
avoid being caught in the storm.  Sally was sympathetic, but after much discussion denied the request, stating 
that the policy was clear that employees were to remain on duty until 5:00 p.m.  Which of the following 
management styles is Sally demonstrating? 
a.    Autocratic 
b. Participative 
c. Bureaucratic 
d. Diplomatic 

 
89. Which of the following provides interpretation of law as it relates to the specific facts and circumstances of the 

taxpayer? 
a. Revenue ruling 
b. Regulations 
c. Private letter ruling 
d. Revenue procedure 

 
90. A notice on an IRS hearing concerning proposed regulations is most likely to first appear in which of the 

following publications? 
a. Circular E 
b. Code of Federal Regulations 
c. Federal Register 
d. Cumulative Bulletin 

 
91. A manager who embraces the theory of Situational leadership is most likely to emphasize; 

a. Versatility in the approach used in dealing with subordinates 
b. Strict adherence to all company policies and procedures 
c. The need for employees to have freedom in getting their work done 
d. Quick decision making and prompt reaction to events 
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Answer questions 92-95 relative to the 2014 Form W-2 based on the information in the following case study 
 
In 2014, employee Chris was transferred from her company’s headquarters to a distribution center 1,000 miles away.  
The company reimbursed her for meal expenses totaling $100 and lodging expenses totaling $300 incurred while 
driving from her old residence to her new.  Chris’ company paid the moving company $2,000 for transporting her 
household goods. 
 
92. What portion of Cris’ employer-paid relocation expenses is reported in Box 1, Wages, tips, other compensation? 

a. $0 
b. $100 
c. $2,300 
d. $2,400 

93. How much of the relocation reimbursement is exempt from FITW, FICA, and FUTA? 
a. $0 
b. $100 
c. $2,300 
d. $2,400 

 
94. What portion of the employer-paid relocation expenses are reported in Box 12 and what code is used? 

a. None $0 
b. P  $2,300 
c. P  $300 
d. D $2,300 

 
95. Which of the following describes a right-to work state? 

a. A state that prohibits the claim-of right rule 
b. A state that permits employers to hire employees under age 14 
c. A state that prohibits union membership as a condition of employment 
d. A state that disallows termination of employment without proof of warning notice 

 
96. Employee Dan, a sales representative, is reimbursed for business travel expenses incurred for out-of-town trips.  

Dan completes an expense report each month showing the date expenses were incurred and the amount of the 
expenses.  In August, Dan’s employer reimbursed travel expenses of $500 for meals, $1,200 for hotels, and 
$900 for airfare.  Choose the answer that properly reflects the income Dan must declare and the corporate tax 
deduction that Dan’s employer may claim. 
a. Dan’s income = $250; Employer’s deduction = $2,600 
b. Dan’s income = $0; Employer’s deduction = $2,600 
c. Dan’s income = $500; Employer’s deduction = $2,350 
d. Dan’s income = $0; Employer’s deduction = $2,350 

 
97. Snale Inc. pays its 2013 fourth-quarter state unemployment contributions of $5,500 on February 15, 2014.  For 

purposes of determining the FUTA credit on the Form 940, what portion of these state unemployment 
contributions are considered? 
a. $4,950 
b. $5,000 
c. None $0 
d. $550 

 
98. Which of the following generally is excluded when computing the worker’s compensation insurance premium? 

a. Vacation pay 
b. Bonuses 
c. Premium overtime pay 
d. Shift pay 
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99. It is suggested that an employee authorization for ACH debit transactions should be retained for how many 

years following the employee’s discontinuance of direct deposit? 
a. 0 
b. 2 
c. 3 
d. 4 
 

100 Employers wishing to bring aliens of extraordinary ability in the arts, sciences, education, or athletics to the 
U.S. seek what visa? 
a. B-1 
b. H-1 
c. O-1 
d. Q-1  
 
 

ANSWER KEY-TEST YOUR SKILLS 4 
 
1. D Sect. 3.3.2 33. B Sect. 5 
2. D Meals during move are taxable Sect.3.3.2 34. A ($.560 - $.500) x 100 = $6.00 Sect. 3.2.2 
3. A Sect. 13.4.1 35. C $.500 x 100 = $50.00 Sect. 3.2.2 
4. B $100,000 - $50,000 = $50,000 36. C Sect. 8.83 
  $50,000/1,000 = $50 Sect 3.3-1 37. C W= withholding; D= discontinue  

Section 9.1-1 
  $50 x $.08 = $4.00 Sect 3.3-1 38. C 50% is the penalty by IRS definition.  In 
5. C Sect 1.2, 1.2.1, 1.2.2   Addition, employers are required to pay 
6. C FLSA =COMER ,child labor, O/T, Min 

wage, Equal work equal pay, 
Recordkeeping Sect 2.1 

  100% of the amount they fail to 
withhold. The latter is not a penalty by 
IRS definition. Sect. 9.1.1 

7. A Sect. 9.1-1    
8. D Sect. 6.4-4    
9. B Benefits attributed from Employer 

contributions are taxable for the 
employee. Section 4.3-2 

39. C Sect. 9 

10. A Section 8.3 40. B Uniform Interstate Family Support Act 
Sect. 9.1.2 

11. B Sect. 6 41. D Sect. 7 
12. C Federal taxable 2,000 + 100 = 2,100 42. C Section 3.3-5 
  2,100 – 225= 1875. 43. C Sect. 2.4.1 
  1875 –1554.00 = 321.                                                                                                                             

321 x .25 = 80.25 
44. B Section 3.2-2 look at Vehicle cents per 

mile 
  191.95 + 80.25 = 272.20 45. B Sect. 4.5 
   46. A Section 8.8-2 
  SS limit = 113,700 

2,100 x 6.2% =130.20 
2,100 x 1.45% = 30.45 
2,100 -272.20-130.20-30.45=1667.15 
 

47. D 25% + 7.65% = 32.65% 
100% - 32.65% = 67.35% 
1000/67.35% = $1484.78 
$1,484.78 x 32.65% = $484.78 or 

     $1,484.78-$1,000.00 = $484.78 
      
      
13. D  48. B 45 hours x $7.25 = $326.25 
14. B    $326.25 + $50 = $376.25 
15. B Wed, Thur, Fri remit Wed 

(What the Frig, Whatever) 
Sat, Sun, Mon, Tue remit Fri Sect. 8.2-1 
(Save, Some, Money to Friday) 

  $376.25/45 = $8.36 

16. C $350 - $15 = $335   $8.36 x .5 x 5 = $20.90 
  $335 x 15% = $50.25 FIT   $376.25 + $20.90 = $397.15 
  $350 x 7.65% = $26.78 FICA   $7.25 is used because the federal rate 



Test Your Skills – 4  16 

  $350 - $50.25 – $26.78- $15 = $257.97 
401K is not taxable for FIT 

  Is more favorable to the employee than 
the state rate. 

17. A Sect. 14    
18. C Sect. 2.6.5 49. A A restricted deduction cannot be taken 
19. D Sect. 10.1   From wages earned in an overtime work 
20. C All must comply to Immigration Reform 

& Control Act Sect. 1.8 
  Week.  Had the employee not worked 

21. B    Any overtime, a maximum of $10.00  
22. C Sect 11.7-1   Could have been deducted: 
23. A $.01 x 9,000 = $90 bonus   $7.50 - $7.25 = $0.25 
  43.5 x $10 = $435.00   $0.25 x 40 hours = $10.00 
  $435 + $90 = $525 total pay w/o premium 50. B  
  $525/43.5 = $12.07 51. D Earl is exempt from overtime under 
  3.5 x 12.07 x .5 = 21.12   FLSA as an “outside salesperson” 
  $525 + $21.12 = $546.12 total pay 52. C 12 o/t * .5*9.61 = 57.66 
24. C     
25. C Section 8.2-2 53. D Jim is an independent contractor  so no 
26. C    Overtime is due 
27. C Section 4.5-7 54. D  
28. A  55. B FIT $440 – ($440 x 4%) = $422.40 
29. D    Bracket $420 - $430 = $0. FITW 
30. B Section 6.6    FICA ($440 x 6.2%) + ($440 x 1.45%) 
31. D    = $33.66 FICA 
32. D    $440 - $17.60 401(k) - $5 United Way 
     - $0 FITW - $33.66 FICA 
     = $383.74 
      
   56. C Hours over 8 per day are overtime hours 

Section 2.6-1 8/80 rule which ever is 
higher for employee 
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57. D FIT $650 – ($650 x 2%) - $50 = $587.00 

401K and café not taxable for FIT 
74. D  

  $587 – 300.= 287.00 
Not over $319 = No FIT  
Soc Sec 113,7000 – 105,600 = $8100  
Did not max out on Soc Sec 
($650  - $50) x 7.65% = $45.90 med & ss 
café not taxable for ss/med  
Net Pay $650 - $13 (401(k)) - $50 (125) -
.00 (FITW) - $45.90 (Soc Sec /Med) = 
$541.10 

75. A Gross up 
100%-25%-7.65% =67.35% 
1000/67.35% = 1484.78 
employer’s tax liab 484.78 therefore 
credit taxes payable. 
Cash  to employee is 1000, therefore 
Credit cash 
Remove the 2012 accrual from the 
books, therefore debit wage payable 
1000. 
Company is paying for taxes, therefore 
debit salary expense 484.78 
 

   76. D See chart at bottom 
   77. B See chart at bottom 
   78. C See chart at bottom 
   79. D (4350-50)x7.65% 

café is not taxable for FIT & FICA 
401K is taxable for FICA 

   80. B Section 3.2-1 in the book. Discount 
cannot exceed 20% of price offered to 
customer. The discount that is over 20% 
will be taxable income to the employee. 

   81. B $250,000 x 25% = $62,500 FITW 
     $62,500 + $16,000 + $18,000 + $3,500 
58. D 945 annual reporting for nonpayroll w/h   = $100,000 one day rule applies 

Section 8.2-1 in book. 
Semi weekly depositors take into 
account only tax accumulated during the 
current Wed thru Fri or Sat thru Tue 
semi weekly period 

59. B $100,000 x 10% Section 8.2-3 in book 82. C $5,000 - $50 café – $600 (401K)= 
$4350.00  

60. C     
61. C $250 - $245 = $5 Section 3.2-1 83. C FITW $240 x 15% = $36 
62. B 100% is taxable because he is a 

shareholders 
  FICA $240 x 7.65% = $18.36 

     $240 - $18.36 = $221.64 
63. C 100% - 25% - 6.2% - 1.45% = 67.35% 84. B  
  $1,500 / 67.35%  = $2,227.17 85. C  
  $1,500 + 556.79 (FIT) + $32.29 (MED) 86. D $7.50 x 43 hours = $322.50 
  + $138.08 (SocSec) = $2,227.17   $322.50 + $100.00 = $422.50 
     ($422.50/43)/2 = $4.92 
64. C $2,500 x 75% = $1,875 Section 3.2-6   $4.92 x 3 hours = $14.76 
65. A    $422.50 + $14.76 = $437.26 
66. B $12,000 x 65% = $7,800 87. B Sunday, 3 p.m. to 4 p.m. = 1 hour 
  $15,000 x 65% = $9,750 Sect 4.3.2   Monday, 8 a.m. to 4 p.m. = 8 hours 

Section 2.7-3 in text book 
  The employer’s contribution ratio in  88. C  
  Effect in the year the employee last  89. C Section 13.4-1 
  Worked is the ratio used for all sub- 90. C Section 13.4-1 
  Sequent years the employee is disabled 91. A Section 13.1 
67. A Section 8.8-1 92. B  
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68. C Employer follows semiweekly rule for  93. C  
  Taxes withheld from its regular payroll. 94. B  
  Lookback period from July 1, 2011,  95. C  
  Through June 30, 2012 totaled $50,000+ 

Liab on Wed, Thru, Fri remit Wed 
Liab on Sat, Sun, Mon, Tue remit Fri 

96. D 500/2 + $1,200 + $900 

69. D Employer follows monthly rule for taxes   The employer may deduct only 50% of 
  Withheld from its annuity payments. 

Section 8.2-1 
  The cost incurred for meals and  

70 B 3rd qtr 2011 through 2nd qtr 2012 Section 
8.2-1 

  Entertainment expenses. 
71. A Calendar year 2011 Section 8.2-1 97. A $5,500 x 90% Section 7.1-6 
72. B Section 2.5 98. C Section 4.4-2  only the o/t premium is 

excluded, not the entire amt earned for 
working o/t 

73. A  99. B It said suggested, not required, so b is 
the correct answer.  A would be correct 
if it had said required as there is no 
requirement to retain the authorization. 
Sect. 5.3.2 

   100 C Sect. 14.3 
      
      
      
#76-78 # of Months Total Salary Box 12 (D) Total 125 Box 3 Box 10 
David 7 $  35,000 $  1,050 $   700 $  34,300  
Karen 12 $  50,400 $  3,528 $2,400 $  48,000  
Alan 12 $  72,600 $  2,904 $   600 $  72,000  
Sue 10 $  39,000 $         0 $       0 $  39,000  
Douglas 12 $  96,000 $11,520 $5,400 $  90,600 $3,600 
Carol 2 $    6,000 $         0 $       0 $    6,000  
Totals  $299,000 $19,002 $9,100 $289,900  
 


