Final Exam CPP/FPC 2014

1.  Which document proves both identity and work authorization?

	A.
	Driver's license

	B.
	US Military ID

	C.
	US Passport

	D.
	Certified birth certificate



Answer: C - US Passport

 
2.  Which of the following steps is LEAST important during the parallel testing phase of a new payroll system?

	A.
	The testing of employee earnings and deductions accuracy

	B.
	The verification of employees transferred to the new system from the old system

	C.
	The verification of tax withholding calculations for employees

	D.
	Testing the functionality of a wage attachment process



Answer: D - Testing the functionality of a wage attachment process


3.  The correct entry to record a payment of the employer's share of FICA tax is:

	A.
	Debit tax withheld, credit salary expense

	B.
	Debit payroll tax expense, credit cash

	C.
	Debit cash, credit payroll tax expense

	D.
	Debit salary expense, credit tax withheld



Answer: B - Debit payroll tax expense, credit cash


4.  All of the following types of compensation are subject to social security tax EXCEPT:

	A.
	Tips under $100

	B.
	Worker's compensation pay

	C.
	Deferred bonus

	D.
	Third party sick pay up to $3,000

	
	


Answer: B - Worker's compensation pay




5.  The Employer’s Tax Guide, Circular E, is found in which IRS Publication?

	A.
	IRS Pub 12

	B.
	IRS Pub 15

	C.
	IRS Pub 18

	D.
	IRS Pub 37



Answer: B – IRS Pub 15


6.  An employee whose year to date wages are $60,000 receives a net bonus check of $100.00.  The employee is not subject to state income tax.  Using the supplemental optional flat rate, calculate the gross amount of the employee’s bonus payment?

	A.
	$67.35

	B.
	$148.48

	C.
	$153.02

	D.
	$155.40



Answer: B - $144.20 /Calculation: (A) .25 + .0145 + .0620 = .32650 (B) 1 - .32650 = .6735 (C) $100/.6735 = $148.48

 
7.  What form is used to request an employer identification number?

	A.
	SS-5

	B.
	SS-8

	C.
	I-9

	D.
	SS-4



Answer: D - SS-4


8.  What is the transmittal form that accompanies each Form 1099 series if the forms are filed on paper?

	A.
	Form W3

	B.
	Form 1096

	C.
	Form 8109

	D.
	Form 1099R



Answer: B – Form 1096


9.  What is Form 843 used for?

	A.
	Claim for Refund and Request for Abatement.

	B.
	Report of Discrepancies Caused by Acquisitions, Statutory Mergers, or Consolidations.

	C.
	Power of Attorney and Declaration of Representative

	D.
	Contract Coverage under Title II of the Social Security Act.

	
	


Answer: A – Claim for refund and request abatement

10.  Which of the following entries would be posted as a credit?

	A.
	Increase in an asset account

	B.
	Decrease in a liability account

	C.
	Increase in an expense account

	D.
	Decrease in an asset account



Answer: D – Decrease in an asset account


11.  Auditors are often concerned with whether RFP’s for new computer systems are well formulated.  Which of the following items should typically be included in a request for proposal?

	A.
	The hardware configuration

	B.
	An emphasis on software rather than hardware

	C.
	Detailed specifications of the current workload

	D.
	An emphasis on the tasks to be performed rather than specific hardware capabilities



Answer: D – An emphasis on the tasks to be performed rather than the specific hardware

12.  What is the minimum wage that hourly paid computer professionals must be paid to be exempt from the overtime requirements of the FLSA?

	A.
	$24.25 per hour

	B.
	$15.00 per hour

	C.
	$29.96 per hour

	D.
	$27.63 per hour



Answer: D - $27.63 per hour


13.  Which of the following laws restricts states in their regulation of creditor garnishments?

	A.
	Family Support Act of 1988

	B.
	Omnibus Budget Reconciliation Act of 1993

	C.
	Fair Labor Standards Act

	D.
	Consumer Credit Protection Act



Answer: D – Consumer Credit Protection Act


14.  What effect do revenues have on accounts?

	A.
	Increasing expenses

	B.
	Decreasing liabilities

	C.
	Decreasing owner’s equity

	D.
	Increasing owner’s equity

	
	


Answer: D – Increasing owner’s equity


15.  In order to use the optional flat rate for determining the federal income tax to withhold from a supplemental wage payment, how must supplemental wage payments made at the same time as regular wage payment be treated?

	A.
	The supplemental wages must be identified separately.

	B.
	The supplemental wages must be combined with the wage payment when calculating taxes.

	C.
	The supplemental wages must be combined with the wages paid for the last preceding payroll period or with the wages to be paid for the current payroll period.

	D.
	Supplemental payments can never be paid with regular wage payments.
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16.  An employee earns $1,000.00 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 payment that can be withheld from his wages?

	A.
	$600.00

	B.
	$500.00

	C.
	$449.70

	D.
	$487.18



Answer: C - $449.70 (60%)

 
17.  An employee of a state law enforcement agency worked 45 hours in the workweek.  Under FLSA, how much compensatory time off must this employee receive in lieu of overtime pay?

	A.
	10 hours

	B.
	5.5 hours

	C.
	7.5 hours

	D.
	2.5 hours



Answer: C - 7.5 hours


18.  An employee is paid a bonus of $1,500 with a regular biweekly wage payment of $2,000 in 2014 that is indicated separately on the employee’s pay stub.  The employee has received no supplemental wages so far this year.  The employee has an elective deferral of 5% of regular wages made to the 401K plan each pay period.  For federal income tax withholding purposes, the company uses the optional flat rate for all bonuses and the percentage method for regular wage payments.   The employee’s W-4 claims married with 2 allowances.  The employee has no state or local income taxes or any other deductions.  What is the employee’s net pay?

	A.
	$2,677.59

	B.
	$2,427.25

	C.
	$2,601.47

	D.
	$2,485.93



Answer: C - $2,601.47 /Calculation: (A) $2,000 - $100 = $1900 – (2 x $151.90 (allowance table) = $1,596.20 (B) $1,596.20 - $1,023.00 = (573.20 x 15%) + 69.80 = $155.78 (C)$1,500 x 25% = $375.00 (FIT on Bonus) (D) $3,500 x 7.65% = $267.75 (E) $2,000 + $1,500 -$100



19.  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

	D.
	Is a student

	
	


Answer: B – Had no tax liability last year and expects no tax liability this year


20.  What does a totalization agreement allow an employee to do?

	A.
	Pay social security tax in only one country

	B.
	Pay social security tax in two countries

	C.
	Pay income tax in two countries

	D.
	Pay income tax in only one country



Answer: A – Pay social security tax in only one country
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21.  Youths that are 14 & 15 can work up to how many hours during a school day?

	A.
	1 hour

	B.
	2 hours

	C.
	3 hours

	D.
	4 hours



Answer: C - 3 hours
 
22.  An employee was recently married.  The employer pays on the 15th and last day of every month.  On June 10, the employee submitted a revised From W-4, changing his marital status and the 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.
	On his July 31st paycheck



Answer: C – On his July 15th paycheck


23.  Which of the following best represents compliance under Section 404 of Sarbanes Oxley?

	A.
	Payroll transactions are reviewed by internal audit

	B.
	Service provider initiates all pay transactions

	C.
	Accruals entries are made by the payroll staff

	D.
	Benefits enrollment data is maintained by authorized personnel



Answer: A - Payroll transactions are reviewed by internal audit


24.  On which form are payments to independent contractors reported to the IRS?

	A.
	W-2

	B.
	1099-MISC

	C.
	SS-8

	D.
	1099-INT

	
	


Answer: B – 1099-MISC


25.  Payments to independent contractors for services rendered must be reported to the IRS if payment exceeds:

	A.
	$600 in calendar year

	B.
	$600 in 12-month period

	C.
	$1,000 in calendar year

	D.
	$1,000 in 12-month period
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26.  With regard to employees’ reported tips, the employer must:

	A.
	Withhold and pay only the employees’ portion of social security and Medicare taxes on tips

	B.
	Report taxes on tips separately when making an employment tax deposit

	C.
	Report tips as wages on Form W2 and pay the employer portion of social security and Medicare

	D.
	Report and pay the employer portion of social security and Medicare taxes on the portion of cash tips above the federal minimum wage



Answer: C – Report tips as wages on Form W2 and pay the employer portion of social security and Medicare

 
27.  Procedures governing employers' payment of wages by direct deposit are governed by:

	A.
	SSA

	B.
	NACHA

	C.
	IRS

	D.
	INS



Answer: B - NACHA


28.  Bill is a non-exempt employee making $60,000 annual salary, based on a 40 hour workweek.  What is Bill's regular rate of pay for overtime purposes?

	A.
	$28.84

	B.
	$34.23

	C.
	He isn't eligible for overtime

	D.
	$47.50



Answer: A - $28.84 /Calculation: $60,000/2080=$28.84

29.  What visa is available to students or teachers on an exchange program?

	A.
	L-1

	B.
	O-1

	C.
	J-1

	D.
	P-1

	
	


Answer: C – J-1


30.  Which form is used by an insurance company to report social security tax and Medicare tax withheld from third-party sick pay?

	A.
	Form 941

	B.
	Form 943

	C.
	Form 944

	D.
	Form 945



Answer: A – Form 941


31.  What are “escheat” laws?

	A.
	Federal laws governing the treatment of unclaimed wages as abandoned property.

	B.
	State laws governing the treatment of unclaimed wages as abandoned property

	C.
	State laws protecting employees from their employers

	D.
	State laws outlining the frequency with which employees are paid.



Answer: B – State laws governing the treatment of unclaimed wages as abandoned  property
 
32.  On which form are household employee’s payroll taxes reported?

	A.
	Form 1040 Schedule H

	B.
	Form 941

	C.
	Form 941-M

	D.
	Form 945



Answer: A – Form 1040 Schedule H


33.  A Payroll Manager’s report to upper management should contain all the following EXCEPT:

	A.
	Include only relevant information

	B.
	The information should be produced in a timely manner

	C.
	It should be written clearly but briefly

	D.
	It should contain jargon specific to payroll



Answer: D – It should contain jargon specific to payroll


34.  "Donning and doffing" means what?

	A.
	Cleaning up the work area

	B.
	Rest breaks

	C.
	Passing through security checkpoints

	D.
	Changing clothes intregal and indispensable to the job

	
	


Answer: D - Changing clothes integral and indispensable to the job


35.  What are the maximum earnings, if any, subject to Medicare tax in 2014?

	A.
	$135,000

	B.
	$106,800

	C.
	No Limit

	D.
	117,000



Answer: C – No Limit


36.  In the context of fringe benefits, the term "discriminatory plan" refers to a plan that disproportionately favors:

	A.
	An ethnic group

	B.
	A sex

	C.
	An age group

	D.
	The highly paid



Answer: D - The highly paid

 
37.  Which of the following is subject to social security tax?

	A.
	A back pay award as part of a settlement of a suit for unpaid overtime.

	B.
	Worker’s Comp benefits

	C.
	Wages paid in the year after the worker’s death

	D.
	Payments to ministers of churches performing duties as such



Answer: A – A back pay award as part of a settlement of a suit for unpaid overtime


38.  An employee is paid $9 per hour plus a 10% differential for evening shifts.  During the past week the employee worked 24 hours on the day shift and 24 hours on the evening shift.  Under the FLSA, what are the employee’s gross wages for the week?

	A.
	$432.00

	B.
	$378.00

	C.
	$491.40

	D.
	$470.60



Answer: C - $491.40 /Calculation: (A) 48 x 9 + (24 x 9 x .10) = $453.60 (B) $453.60/48=$9.45 (C)$453.60 + (9.45 x .5 x .8) = $491.40


39.  The employer may classify a worker as an independent contractor if the worker:

	A.
	Furnishes his or her own tools and supplies

	B.
	Is retired or over age 65

	C.
	Signs a contract

	D.
	Fails the common-law test

	
	


Answer: D - Fails the common-law test


40.  The FLSA term "exempt" generally means the employer need NOT:

	A.
	Pay overtime

	B.
	Pay federal income tax

	C.
	Withhold federal income tax

	D.
	Pay a minimum amount



Answer: A - Pay overtime

41.  Beth is enrolled in the company's cafeteria plan.  Beth adopts a child in August, and requests a change in her election under the cafeteria plan.  What is the action that may be taken?

	A.
	Beth may change her election due to the change in family status

	B.
	There can be no change to Beth's deduction until the first quarter

	C.
	Beth's deductions will be suspended until the first quarter

	D.
	The employer will increase Beth's deduction retroactively to the child's date of birth



Answer: A - Beth may change her election due to the change in family status

 
42.  What form is used to obtain a social security number?

	A.
	Form W-4

	B.
	Form SS-1

	C.
	Form SS-8

	D.
	Form W-9



Answer: C - Form SS-1


43.  What retirement plan does 457b refer to?

	A.
	Tax-sheltered annuities

	B.
	SIMPLE Individual Retirement Accounts

	C.
	Deferred Compensation Plans for Public Sector and Tax-Exempt Groups

	D.
	Simplified Employee Pensions



Answer: C – Deferred Compensation  plans for public sector and tax exempt groups


44.  How many parts does Form 668-W, Notice of levy on wages, salary and other income, contain?

	A.
	Three parts

	B.
	Four parts

	C.
	Five parts

	D.
	Six parts

	
	


Answer: D – Six parts


45.  For a payment after the employee’s death in the year of the death what taxes, if any, will be withheld?

	A.
	Federal income tax only

	B.
	Social security and Medicare taxes only

	C.
	Both federal income and social security and Medicare taxes

	D.
	No taxes will be withheld.
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46.  What is EFTPS?

	A.
	Electronic Federal Tax Payment System

	B.
	Electronic Federal Tax Purchase System

	C.
	Employer Federal Tax Payment Services

	D.
	Electronic Federal Tax Payment Services



Answer: A – Electronic Federal Tax Payment System

 
47.  When must an employee file a new W-4 to continue exempt status in 2015?

	A.
	When the employee earns more than $300 in unearned income

	B.
	December 31, 2014

	C.
	February 15, 2015

	D.
	When the employee earns more than $455 a week



Answer: C – February 15, 2015


48.  Under what circumstances could certain officers or employees of a corporation become personally liable for payment of taxes under federal law?

	A.
	For failure to withhold and/or pay federal income tax, social security tax and Medicare tax.

	B.
	For filing fraudulent information returns

	C.
	For depositing taxes late

	D.
	For filing incorrect information returns



Answer: A – For Failure to withhold and or pay federal income tax, social security tax and Medicare tax


49.  An employer must withhold on group-term life insurance in excess of $50,000 for which of the following taxes?

	A.
	Social security and Medicare taxes only

	B.
	Social security, Medicare and federal income taxes

	C.
	Social security, Medicare and FUTA taxes

	D.
	Social security, Medicare, Federal Income and FUTA taxes

	
	


Answer: A – Social Security and Medicare taxes only


50.  What do situational leadership proponents emphasize?

	A.
	Using a style that comes naturally

	B.
	Whatever style fits the demands of the particular job

	C.
	Payroll department edicts

	D.
	Company edicts
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