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7. Cup Cakes, Inc., exchanged land for equipment and $3,000 in cash. The book value and the fair value of the land were $104,000 and $90,000, respectively. Cup Cakes would record equipment and a gain/(loss) of

O A. Equipment: $104,000; gain/(loss): $(12,000)
O B. Equipment: $ 87,000; gain/(loss): $3,000

O C. Equipment: $104,000; gain/(loss): $(5,000).
O D. Equipment: $87,000; gain/(loss): $(14,000).
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8. OnJuly 1, 2018, Provail Co. purchased a $400,000 tract of land that's intended to be the site of a new office complex. Provail incurred additional costs and realized salvage proceeds during 2018 as follows:

Demolition of existing building on site |$75,000

Legal and other fees to close escrow | 12,000

Proceeds from sale of demolition scrap | 10,000

What would be the balance in the land account as of December 31, 2018?

O A.$475,000
O B.$477,000
O C. 487,000
O D.$400,000
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9. The legal life of a patent is

O A. 40 years
O B.indefinite.
O C.20years
O D. the life of the inventor plus 50 years.
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10. Lisor Corporation acquired a manufacturing facility on four acres of land for a lump-sum price of $8,000,000. The building included used but functional equipment.
According to independent appraisals, the fair values were $4,500,000, $3,000,000, and $2,500,000 for the building, land, and equipment, respectively. The initial values of the building, land, and equipment would be

O A. Building: $3,600,000, Land: $3,000,000, Equipment: $500,000
O B. Building: $4,500,000, Land: $3,000,000, Equipment: $500,000
O C. Building: $3,600,000, Land: $2,400,000, Equipment: $2,000,000
O D. Building: $4,500,000, Land: $3,000,000, Equipment: $2,500,000
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11. Below are listed data relative to an exchange of equipment by Tail and Tales, Inc. Assume the exchange has commercial substance.

Old Equipment Ccash

Book Value | Fair Value | Received
Equipment A | $75,000 $80,000 |$12,000
Equipment B | $60,000 $56,000 | $10,000

In Case B, Tail and Tales would record a gain/(loss) of

O A. $4,000.

O B. $(10,000).
0 c.50

O D. $(4,000)
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12. On June 17, the Candle Company issued 120,000 shares of its $0.10 par value common stock in exchange for land. On the date of the transaction, the fair value of the common stock, evidenced by its market price, was $10 per
share. The journal entry to record this transaction includes

O A."Debt: Land, $1,200,000."
O B. no entry for this exchange
O C."Debit: Land, $12,000."

O D."Credit: Cash, $1,200,000."
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13. On June 1, 2017, the Refract Company began construction of a new manufacturing plant. The plant was completed on October 31, 2018. Expenditures on the project were as follows ($ in millions):

July 1, 2017 54

October 1, 2017 22

February 1,2018 |30

April 1, 2018 21

September 1, 2018 |20
October 1,2018 |6

On July 1, 2017, Refract obtained a $70 million construction loan with a 6% interest rate. The loan was outstanding through the end of October, 2018. The company’s only other interest-bearing debt was a long-term note for $100

million with an interest rate of 8%. This note was outstanding during all of 2017 and 2018. The company's fiscal year-end is December 31. What's the amount of interest that Refract should capit:
thousand dollars, using the specific interest method?

e in 2018, rounded to the nearest

O A.$7,117,000
O B. $8,740,000
O C.$7,283,000
O D. 7,248,000
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14. On January 1, 2009, Rra's Sporting Goods purchased store fixtures at a cost of $180,000. The anticipated service life was 10 years with no residual value. Rra's has been using the double-decli
adopted the straight-line method because the company believes it provides a better measure of income. Rra's has a December 31 year-end. The journal entry to record depreciation for 2011 is

OA

Depreciation expense28,800
Retained earnings 28,800

oB.

Accumulated depreciation28,800
Retained earnings 28,800

oc.

Depreciation expense 23,040
Accumulated depreciation 23,040

oD

Depreciation expense 14,400
Accumulated depreciation 14,400

ing balance method, but in 2011
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15. McDonalds Books Stores exchanged land and cash of $5,000 for similar land. The book value and the fair value of the land were $90,000 and $100,000, respectively. Assuming that the exchange /acks commercial substance,
McDonalds Books would record land-new at and record a gain/(loss) of

O A. Land: $105,000; gain/(loss): $O
O B. Land: $95,000; gain/(loss): $10,000
O C. Land: $105,000; gain/(loss): $10,000
O D. Land: $95,000; gain/(10ss): $O
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16. Bellingham Corporation purchased equipment on January 1, 2009, for $200,000. The company estimated the equipment would have a useful life of 10 years with a $20,000 residual value. Bellingham uses the straight-line
ion method. Early in 2011, Bellingham reassessed the equipment's condition and determined that its total useful life would be only six years and that it would have no salvage value. How much would Bellingham report as
ion on this equipment for 20112

O A.$27,333
O B. $24,000
O €. $36,000
O D. $41,000
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17. Owenowski Co. purchased equipment on 1/1/09 for $500,000, estimating a four-year useful life and no residual value. In 2009 and 2010, Owenowski depreciated the asset using the sum-of-years'-
changed to straight-line depreciation for this equipment. What depreciation would Owenowski record for the year 2011 on this equipment?

method. In 2011, Owenowski

O A.$350,000
O B.$125,000
O C€.$75,000
O D.$150,000
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18. In a nonmonetary exchange of equipment, if the exchange has commercial substance, a gain is recognized if

O A. the fair value of the equipment received exceeds the book value of the equipment received

O B. the book value of the equipment surrendered exceeds the fair value of the equipment given up.
O C. the book value of the equipment received exceeds the fair value of the equipment given up.
O D. the fair value of the equipment surrendered exceeds the book value of the equipment given up.
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19. In computing capitalized interest, average accumulated expenditures

O A.is the sum total of all construction expenditures.
O B.is multiplied by the company’s most recent financing rates.

O C.is determined by time-weighting individual expenditures made during the asset construction period
O D.is the arithmetic mean of all construction expenditures
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20. Pea Industries owns a manufacturing plant in a foreign country. Political unrest in the country indicates that Pea should investigate for possible impairment. Below is information related to the plant's assets ($ in m

Book value $190

Undiscounted sum of future estimated cash flows | 210

Present value of future cash flows 175

Fair value less cost to sell (determined by appraisal) | 180

The amount of impairment loss that Pea should recognize according to United States GAAP and IFRS, respectively, is

O A. United States GAAP: $0; IFRS: $0.

O B. United States GAAP: $0; IFRS: $10 million.

O C. United States GAAP: $15 million; IFRS: $15 million.
O D. United States GAAP: $10 million; IFRS: $10 million.
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1. Mountain Incorporated purchased all of the outstanding stock of Ash Company paying $950,000 cash. Mountain assumed all of the liabilities of Huron. Book values and fair values of acquired assets and lia

Book Value | Fair Value
Current assets (net) $130,000| $125,000
Property, plant, equi

(net)|  600,000( 750,000

Liabilities 150,000 175,000

Mountain would record goodwill of

O A.S0

O B.$445,000
O €. 250,000
O D. $75,000
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2. Simon, Inc., prepares its financial statements according to International Financial Reporting Standards. At the end of its 2011 fiscal year, the company chooses to revalue its equipment. The equipment cost $540,000, had
accumulated depreciation of $240,000 at the end of the year after recording annual depreciation, and had a fair value of $330,000. After the revaluation, the accumulated depreciation account will have a balance of

O A.$264,000
O B.$270,000
O €. 240,000
O D.$330,000
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3. Sublim Advertising, Inc., reported the following in its December 31, 2011, balance sheet:

Equipment

$500,000

Less: Accumulated depreciation—equipment

$135,000

In a disclosure note, Sublim indicates that it uses straight-line depreci:

O A.7years
O B.73years
O C.2.7years
O D.3years

ion over 10 years and estimates salvage value at 10% of cost. What's the average age of the equipment owned by Sublim?
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4. Accounting for a change in the estimated servi

ife of equipment

O A.is handled currently as a change in accounting principle.
O B. requires retroactive restatement of prior year's financial statements.
O C.is handled prospectively.

O D. requires a prior period adjustment
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5. On January 1, 2018, Mites, Inc., acquired land for $6.2 mi

n. Mites paid $1.2 in cash and signed a 6% note requiring the company to pay the rem:
reflects the time value of money for this type of loan agreement. For what amount should Mites record the purchase of land?

O A. $6.8 million
O B. $5.0 million
O €. $6.2 million
O D. $5.6 million

n plus interest on December 31, 2019. An interest rate of 6% properly
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6. Amajor addition to equipment should have been capitalized in the year 2018 but was incorrectly expensed. Which of the following is true?

O A. Income in future years is understated
O B. Income in 2018 is overstated

O C. Income in 2018 is understated

O D. Assets in 2018 are overstated




