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7(10%).A umber of mafos strucrral fePa‘rﬂ mmpletad at the beginning of the
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residual value is neg]jg1ble and has been ignored. The related accumulated depreciation account after the
depreciation adjustment at the end of the preceding fiscal year is $3,000,000

(a3 What has the amount of annual depreciation been in past years?

(b) What was the original life estimate of the building?

() Whatis the book value of the building after the extraordinary repairs have been made?

(d} What is the expected remaining life of the building after the extraordinary reﬁairs have been made?
(e) Whatis the amount of straight-line depreciation for the current year, assuming that the repairs were

completed at the very beginning of the current year?
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8(10%). Due to cash demand on May 1 the financial manager of Alpha Co has two options to receive cash on time.
One is the company signed a $200,000, 90-day discounted note at the Delta bank. The discount rate was 8%, and
the note was paid on July 31. The other is the company signed a 8% 3-month note borrows $200,000 from Delta
Bank. |
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Which of the two options is more favorable and why?

8(10%). On December 31, 2006, the tax accuuntants nf Beta Sales inform the accountants that.65% of the current
year's tax expense should be considered payable nn Match 15 2007 The balance will be payable on March 15,

............

(a) Journalize the recognitinn nf the tax obligatlcma at the end of 2006 v A
(b) Journalize the payment of the 2006 tax obhgation on March 15 2003 .

2007 appears below in cnndensed fmm __ ." -a-*i?':fff??f-ff?-::
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Cash 7“3?E§ﬁiwfﬁﬂi$%ﬁmf' $66,875
A»C('.'Ountﬂ receivable (I'I.Et) A 64 125 72,5&]
Inventories R e 184,000 168,750
Investments | 0 75,000
Equipment 616,250 468,750

Accumulated depreciation-equipment (142,125} (160.000)

Accounts payable - $76,875 $53,250
Bonds payable, due 2012 .- 125,000
Common stock, $10 par 312,500 250,000
Paid-in capital in excess of par- common stock 93,750 62,500

Retained earriings 295375 201125
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The income statement for the current year is as follows:

Sales | | I $778,750

Cost of merchandise sold 435.025
Gross profit $343,125
Operating expenses: |

Depreciation expense £30,875 |

Other operating expenses 94 125 125.000
Income from operations - $218,125
Other income: |

Gain on sale of investment $6,250
Other expense. oy T e

* Interest expense e 15000 (8.750)

Income before income tax .- o $209,375
Income tax e D AR e N - DO
Net income A s R e e §120250

Additional data for the current ye_ar are as follows L MRG0
(a} Fully depreciated equi ¥ f,f'j'j"f'j mﬂﬂng 548,750 was s::rapped, no mealwtgeJr md eqmpment was purchased
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for $196,250., i L |
(b) © Bonds payable for $125 000 wcre reﬂred by payment at their face amuunt.
(c) 5,000 shares of common ste ';,.._-f;:-;';’fjf_' » o
(d) Cash dividends declared werﬁ paid $35 000
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(e) Allsalesareonaccount. . ' -
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