
1 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 employee announced in January.
b. An agreement with the union to pay on-half of one week's salary to workers with over five 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

2 Vincent, the superintendent of schools, earns $100,000.  His school district has a 403(b) plan.  What is the 
maximum that Vincent can contribute to this plan? 

a. $17,500
b. $22,000
c. $18,000
d. $5,500

3 Bill, a salesperson, drives a company-owned vehicle valued at $12,500.  In the year, he logs 10,000 miles
for business travel and 5,000 miles for personal use.  Use the annual lease value method to calculate the
value of his personal use of the vehicle.  

a. $1,550
b. $1,188
c. $1,625

Use the following information to answer the next two questions.
Mike earns $7.50 per hour and is paid biweekly.  Last pay period, he worked two 40-shifts of straight time.  
His deductions include $33 for federal tax, $9.12 for state tax, $37.20 for social security, $8.70 for Medicare
tax, and $10 for union dues. 

4 What is the disposable pay?
a. $440.00
b. $397.22
c. $511.98
d. $501.98

5 What is the maximum that can be attached to Mike's paycheck for a creditor garnishment
$

6 Universal Umbrella paid only 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 on time.
b. The remaining 2% must be paid by March 15.
c. The remaining 2% must be paid by the due date of quarterly Form 941.
d. The remaining 2% must be paid by December 31.

7 All of the following areas are covered by the FLSA except: 
a. Equal pay to women and minorities.
b. Overtime for salaried employees.
c. Pay frequency to children in the work force.
d. Minimum wage for part-time employees.

8 Testing is:
a. a form of batch processing.
b. One way to interface two data processing systems.
c. Crucial when attempting to implement a new system.
d. Essential for a good needs analysis.
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9 Tom is entitled to four weeks of annual vacation.  According to company policy, Tom can carry over up to
10 vacation days to the next calendar year.  As of December 31, Tom has used three weeks of vacation.
How would you record the carry-over?

a. Credit vacation expense, debit vacation payable.
b. Debit vacation expense, credit vacation payable.
c. Debit vacation payable, credit payroll checking.
d. Debit payroll checking, credit vacation expense.

10 Donna, the assistant payroll manager, can hire temporary workers without consulting her boss.  This is an
example of the payroll manager delegating: 

a. Responsibility
b. Accountability
c. Authority

11 When setting up a new payroll system, the most crucial state is:  
a. Needs analysis.
b. Implementation.
c. Selecting the system.
d. Preparing a request for proposal.

12 Which of the following should never be delegated to your staff members? 
a. Responsibility
b. Accountability
c. Authority

13 Clifford worked for 30 hours on his regular shift at $8 per hour and 16 hours on the late-night shift at $9 per
hour.  In addition, he earned a production bonus of $15.  What is his total weekly compensation? 

a. $399.00
b. $409.08
c. $425.04

14 Valerie earns $40,000 annually.  Married with three allowances, she contributes $6,000 annually to her 401(k).
How much must be withheld for FIT, social security, and/or Medicare tax on the contribution? 

a. $0
b. $459
c. $1,680
d. $2,139

15 Bill, a salesperson, drives a company-owned vehicle valued at $12,500.  From Jan 1 thru Dec 31, 2017
he logs 10,000 business miles and 5,000 personal miles. Use the cents-per-mile method to calculate the
value of his personal use of the vehicle.
$________

16 Maury earns $1,000 weekly.  His deductions are $174 for federal income tax, $62 for social security, 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 payment that the court can order to be withheld from
Maury's wages?  

a. $600.00
b. $500.00
c. $449.70
d. $487.18

17 A company can deposit taxes quarterly if its accumulated tax liability is less than $1,000: 



a. For the entire quarter.
b. At the end of the month.
c. At the end of a semiweekly period.

18 Which federal law accelerated tax deposits of $100,000 or more? 
a. Omnibus Budget Reconciliation Act of 1989
b. Technical and Miscellaneous Revenue Act of 1988
c. Omnibus Budget Reconciliation Act of 1987
d. Consolidated Omnibus Budget Reconciliation Act of 1986

19 Teresa, a salesperson, earned an annual bonus of $5,000, which will not be paid until the following year.
How would you record the entry?  

a. Debit salary expense, credit salary payable.
b Credit salary expense, debit assets.
c. Debit salary payable, credit payroll checking.
d. Credit salary expense, debit salary payable.

20 Checking inputs or outputs against predetermined constraints is called:  
a. Internal control.
b Validity edit.
c. System safeguard.
d. Parallel test.

21 David, a payroll tax administrator is having difficulty understanding a new federal tax form.  David's manager
goes over the form with him, line by line, and shows him how to fill it out.  This is an example of training
through: 

a. Coaching.
b Feedback.
c. Formal training.
d. Demonstration.

22 Charlene, a nonexempt computer programmer, is paid $2,200 per month.  Last week, she worked 52 hours.
What is her total weekly compensation if she works a fluctuating workweek?  

a. $507.69
b. $566.25
c. $659.88

23 The owners of Viking Video want to set up a retirement program for themselves but to not want to make
contributions on behalf of their employees.  All of their employees are under age 30.  What can they do?

a. Establish a 401(k) plan that restricts eligibility to employees over age 30.
b. Set up a nonqualified deferred compensation plan.
c. Both a and b
d. Neither a nor b can discriminate on behalf of highly compensated executives.

24 What taxes must Bill's employer withhold for his use of a company vehicle? 
a. Social security and Medicare tax only
b. Federal income tax only
c. Federal income tax, social security, and Medicare tax

25 Milt's employer has been ordered to make the following involuntary deductions from Milt's pay. 
$200 for federal tax levy (received March 2, 2017)
$400 for child support (received January 15, 2017)
$150 for a creditor garnishment (received March 31, 2017)
$100 for state tax levy (received March 15, 2017)



Milt's disposable pay is $800.  Which of the following is true?
a. The first priority is the federal tax levy.
b. Creditor garnishments come before employer deductions for health-care premiums.
c. Of these four, the last to be paid is the state tax levy.
d. The employer should reduce each amount by the same percentage so all obligations can be partially met.

26 United Steel Company is a semiweekly depositor.  On its weekly Friday payday, it has a deposit liability
of $50,000.  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

27 Which act made group-term life insurance over $50,000 subject to social security and Medicare tax
withholding? 

a. TAMRA, '88
b. Omnibus Budget Reconciliation Act of 1987
c. COBRA, '86
d. TEFRA, '82

28 How frequently should Form 941 be reconciled?  
a. Monthly 
b. Quarterly
c. Semiannually
d. Annually

29 Every month, you need to reconcile:
a. Payroll liability accounts.
b. Master record of payments.
c. Payroll bank checking account.
d. All of the above.

30 Carlos, a firefighter, worked 65 hours last week fighting several two-alarm fires.  Carlos' employer follows
a seven-consecutive-day work period, and Carlos is paid $12 per hour.  If Carlos has accrued 230 hour
of compensatory time off, which of the following is true?  

a. His 12 hours of overtime equal 18 ours of compensatory time off.
b. His total weekly compensation for last week was $900.
c. Carlos' employer must pay him $450 in overtime pay.
d. He can accrue up to a maximum of 240 hours of compensatory time off.

31 Which of the following plans applies only to employees of public schools, colleges and universities, and
public charities? 

a. 401(k) plans
b. 403(b) plans
c. 457 plans
d. Both b and c

32 For her 10 years of service, Bonnie was given a gold necklace valued at $100.  Which of the following 
is true? 

a. The gift must be included in her taxable compensation.
b. The gift is tax-free.
c. Only social security and Medicare tax should be withheld on the fair market value of the award.



33 Which of the following requires employee authorization before it can be deducted from the employee's
paycheck? 

a. Garnishments
b. Levies
c. Child support payments
d. Repayment on employer loans

34 Assume that Wednesday falls on a nonbanking day.  To be considered timely, United Steel Company'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

35 Which act established the basic guidelines for managing pension funds?  
a. TAMRA, '88
b. Tax Reform Act of 1986
c. TEFRA, '82
d. ERISA, '74

36 How frequently should the payroll register be reconciled?  
a. Every payroll period
b. Biweekly
c. Monthly 
d. Quarterly

37 Which of the following is the best method of guarding against phantom employees?  
a. Monthly bank reconciliation
b. Validity edits
c. Physical payout
d. Audit trails

38 Carolyn, a nurse at General Hospital paid under the 8/80 provision, worked the following two-week 
schedule in August.  

Sun - 0 Mon - 8 Tue - 4 Wed - 6 Thu - 0 Fri - 10 Sat - 10
Sun - 0 Mon - 8 Tue - 8 Wed - 4 Thu - 8 Fri - 8 Sat - 8

The hospital must pay Carolyn:
a. Two hours of overtime for working 82 hours in a 14-day period.
b. Four hours of overtime for working 10 hours on Friday, August 6, and Saturday, August 7.
c. No overtime for the week of August 1-7 and four hours of overtime for the week of August 8-14.
d. Six hours of compensatory time off.

39 Vander Voort Manufacturing (VVM) grants certain employees an option to buy stock in VVM at 10% less
than its market value.  This is an incentive stock option.  Which of the following statements is true? 

a. Payroll must withhold federal income tax when the option is granted.
b. Employees will pay taxes when the option is exercised.
c. Employees will pay taxes when they sell the stock.

40 Marilyn has a federal levy for unpaid federal income tax.  She is married, has three allowances, and files
jointly.  Use the IRS table to determine the amount of her semimonthly paycheck that is excluded from 
this levy. 
$



41 Betty, age 55 on December 31, earns $4,000 a month.  On her review date (Sept 1), her salary is increased
to $4,200 per month.  Her company pays group-term life at three times an employee's annual salary.  Use
IRS Table 1-Uniform Premiums to calculate the taxable value of Betty's group-term life (per month). 
$ January - August
$ September - December

42 United Steel Company 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

43 Which law required employers to extend health coverage to terminated employees? 
a. Omnibus Budget Reconciliation Act of 1989
b. TAMRA, '88
c. Omnibus Budget Reconciliation Act of 1987
d. COBRA, '86

44 If a deposit listed in the payroll bank account on the general ledger does not appear on the bank statement,
what is the most likely reason? 

a. The bank statement cutoff date is the same as the accounting period.
b. The bank statement cutoff date is different than the accounting period.
c. The bank erred in not posting the deposit.
d. The deposit was posted to the general ledger, and an adjusting entry will have to be made.

45 Which of the following is not a primary concern of external auditors? 
a. Safeguarding of the firm's financial assets
b. Risks to the company's financial well-being
c. Efficiency of payroll procedures
d. Truthfulness of financial statements


