Chapter 7 TEST REVIEW


True/False
1. A carpenter who decides his own hours is an example of an independent contractor.   TRUE
2. Federal unemployment laws protect employees and their dependents against losses due to death or injury incurred on the job.   FALSE
3. Money paid to a person for managerial or administrative services is usually called wages, and the time period covered is usually hours or weeks.  FALSE
4. Gross pay less one or more deductions equals net pay.  TRUE
5. There is no ceiling on each employee's total earnings that are subject to federal income tax.  TRUE
6. The amount of federal income tax withheld from an employee's paycheck is affected by whether the employee claims to be single or married on the W-2 form.  FALSE
7. The payroll register contains the earnings of all the employees for the pay period. TRUE
8. State and federal unemployment taxes are two required payroll deductions for employees.  FALSE
9. The Medicare tax is 6.2 percent of unlimited gross earnings. FALSE
10. Social Security taxes and Medicare taxes are paid by both the employer and the employee. TRUE
11. There is no limit on each employee's total earnings that are subject to Medicare tax.  TRUE
12. The journal entry for recording the payroll is based on certain column totals of the payroll register.  TRUE
13. Employees' individual earnings records are not needed for salaried workers.  FALSE
Multiple Choice
14. Net pay is the same as

                       a.    Pay before deductions 


c. Earnings before taxes

                       b. Total earnings



d. Take home pay
15.  A person who performs a service for a fixed amount and is not under the specific direction of the party being served           is called



a. an independent contractor


c. either an employer or an employee

 

b. an employer




d. an employee

16. For which of the following taxes is there a ceiling on the amount of annual employee earnings subject to the tax?



a. only the FICA tax and the federal unemployment



b. only the FICA tax



c. The FICA Social Security tax and the state and federal unemployment taxes


d. Only the state and federal unemployment taxes

17. Prior to the last weekly payroll period of this year, the cumulative earnings of Thelma and Louise are $75,000 and       $38,480 respectively.  Their earnings for the present pay period ending December 28 are Thelma: $2,780 and Louise:       $2,180.  Assuming that the Social Security tax is 6.2% on the first $106,800 paid during the calendar year and the              Medicare tax is 1.45% on all earnings paid during the calendar year, the total amount of FICA taxes withheld this              payroll period for both Thelma and Louise is

a. 307.52

b. 71.92

c. 379.44

d. 212.67

18. The record maintained for each employee, listing the current data on that employee’s earnings for the period,       deductions, and accumulated earnings is the



a. payroll register



c. employee’s individual earnings record


b. employee’s wage & tax statement

d. employee’s withholding allowance (w-4)

19. The Fair Labor Standards Act of 1938 provides for



a. exemptions for specified employees

c. Minimum standards for wages & overtime



b. provisions for child labor & equal pay

d. all of these
20. What are the two parts of FICA taxes?



a. FUTA & SUTA




c. Medical & Disability



b. Social Security & Medicare


d. social Security & Disability

21. The total amount of employee compensation before deductions are taken out is referred to as


a. take home pay
b. merit pay

c. net pay

d. gross pay
22. The portion of FICA taxes designated as Medicare is paid by 



a. employees only



c. neither the employee nor the employer



b. neither the employee nor the employer
d. both the employee and the employer
23. Ralph’s employer pays time and a half for all hours worked in excess of 8 hours per day including Sundays.  Ralph’s        regular hourly rate is $10 per hour.  During the week, Ralph worked the following hours: Monday: 8; Tuesday: 8;        Wednesday: 10; Thursday: 9; Friday: 8; Sunday: 7. Total gross wages are


a. $500


b. $750


c. $535


d. $550
24. George Washington is paid $13 per hour and he worked 33 hours during the week.  What is George’s gross pay?


a. $520


b. $425


c. $858


d. $429
25. Reese has gross wages of $5,280 for the week ending October 30.  Reese’s total accumulated gross wages earned       this year, prior to this payroll, is $109,480.  If the FICA rates are: Social Security: 6.2% on the first $106,800 and       Medicare: 1.45%.  What are Reese’s Social Security and Medicare taxes for the week?


a. $327.36; $76.56
b. 0; $76.56

c. $327.36; 0

d. 0;0

26. The source of information for the employee’s individual earnings record is 



a. Form W-4




c. employees’ time cards



b. the payroll register



d. Form W-2

27. Morgan worked 57 hours during the week at an hourly rate of $9.50 per hour.  Assume that Morgan’s overtime rate        is paid at time and a half over 40 hours.  What is Morgan’s gross pay for the week?


a. $622.25

b. $541.50

c. $513.00

d. $484.50

28. The structure of the payroll entry to record the payroll is



a. debit Wages Expense; credit each employee deduction



b. debit Wages Payable; credit each employee deduction



c. debit Wages Payable; credit cash



d. debit Wages Expense’ credit each employee deduction; credit Salaries Payable
29. Regarding the federal income tax withholding tables, the amount of each employee’s earnings withheld is affected        by the 


a. age of the employee



c. state where the employer is located



b. number of exemptions claimed

d. number of years working for the company

30. All of the following are optional deductions EXCEPT

a. medical insurance
b. Medicare tax

c. charitable contributions
d. union dues

31. Sandy receives an annual salary of $32,500 plus a 5% commission on all sales during the year in excess of $50,000.        Her sales for the year total $240,000.  Her total earnings amount to


a. $34125

b. $30875

c. $42000

d. $32500

32. The employee’s individual earning’s record includes



a. net payroll for the pay period for all employees



b. the date the employee was hired


c. the total amount of FICA and Medicare tax paid by the company for all employees



d. gross payroll for the pay period for all employees

33. Melanie Olivo was hired as a blueberry packer.  Her pay will be based on a piece rate system at the rate of $2.50 per       crate of blueberries packed.  If she packs 214 crates a day and works 6 days a week, what are her total earning’s?


a. $2568

b. $3210

c, $535

d, $2675

34. Joey works 43 hours at a bakery, earning $15.00 per hour.  Calculate Joey’s weekly pay assuming his overtime rate is       1.5.


a. $645.00

b. $652.50

c. $600.00

d. $667.50
35. An example of who is NOT most likely under the direct control of an employer and classified as an independent       contractor is


a. Production worker
b. cleaning service
c. supervisor
d. secretary

36. To examine in detail the weekly payroll figures of all employees, one would look at 



a. the payroll register



c. Form W-4



b. time cards




d. the employee’s individual earnings record

37. Martin received $900 for working 40 hours.  What is the hourly rate of pay for Martin?


a. $20.00

b. $22.50

c. $23.10

d. $24.00

38. Types of deductions from employees’ earning’s include


a. hospital and life insurance premiums



b. savings through a company credit union



c. repayment of personal loans from a company credit union



d. all of these
39. The following payroll taxes that are strictly the employer’s responsibility are


a. FUTA

b. Federal Tax Withheld

c. SUTA


d. A & C
40. A law that protects employees and dependents against losses due to death or injury on the job is



a. Federal Wage & Hour Act


c. Fair Labor Standards Act



b. Social Security Act of 1935


d. Worker’s Compensation Laws
41. What item is NOT used to calculate the federal income tax to be withheld by employers?


a. total earning’s

b. publication 15

c. W-2

d. W-4

42. The Social Security Act of 1935 was originally enacted to provide



a. benefits for minor children

c. benefits for spouses



b. disability insurance


d. benefits for retired workers
43. The payroll register contains all of the following except:


a. W-4 form

b. cumulative earnings

c. hours worked

d. federal income tax

44. Totals for payroll journal entries are obtained from



a. an employee’s pay check


c. a W-4 statement



b. a payroll bank account


d. a payroll register
45. Net pay is equal to 



a. gross pay plus all deductions


c. take home pay plus all deductions



b. gross pay minus all deductions

d. gross pay minus only federal and state income tax
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