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INSTRUCTIONS

Show all calculations to obtain maximum marks.

Duration:
20 minutes

Aid:  

Non-programmable calculator

MARKS:

Question 1:   _______

Question 2:  _______

Total:   _______

MGT 220 – FINANCIAL ACCOUNTING II

THE QUALITY OF EARNINGS

QUIZ #5
APRIL 6, 2004

Name: __________________________________

Student Number: _________________________

QUESTION 1.  (9 Marks)
On April 1, Tyler Co. began construction of a small building. Payments of $90,000 were made monthly for four months beginning on April 1. The building was completed and ready for occupancy on August 1. For the purpose of determining the amount of interest cost to be capitalized, calculate the weighted-average accumulated expenditures on the building by completing the schedule below:


Date
Expenditures
Capitalization Period
Weighted-Average Expenditures
Solution


Date
Expenditures
Capitalization Period
Weighted-Average Expenditures

April 1
$90,000
4/12
$30,000


May 1
90,000
3/12
22,500


June 1
90,000
2/12
15,000


July 1
90,000
1/12
    7,500




$75,000
QUESTION 2.  (8 Marks)

Equipment that cost $24,000 and has accumulated amortization of $19,200 is exchanged for similar equipment with a fair value of $8,000 and $2,000 cash is received.

Instructions
(a)
Show the calculation of the gain/(loss) from the exchange.

(b)
Prepare the entry for the exchange.  

Solution 11-73

(a)
Cost
$24,000

Accumulated amortization
(19,200)


Book value
4,800


Fair value ($8,000 + $2,000)
  10,000


Gain
$  5,200

Cash received is greater than 10% of total consideration received.  Therefore, all of the gain is recognized.  (10% of $10,000 = $1,000)

(b)
Accumulated Amortization 

19,200


Equipment 

8,000


Cash 


2,000



Equipment 


24,000



Gain on Disposal 


5,200
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