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1. Appliance Center is an experienced home appliance dealer. Appliance Center also offers a number of
services together with the home appliances that it sells. Assume that Appliance Center sells refrigerators on a
standalone basis. The refrigerator selling price is quoted inclusive of installation and a 2-year watranty. The
installation involves only simple and fundamental process and no changes to the features of the refrigerator.

Prices for refrigerators and their relevant services are estimated as follows.

Refrigerator only $50,000
Refrigerator with installation and warranty 54,000
The installation service  (fair value) 4,000
The 2-year warranty services (fair value) 6,000

Assume a customer purchases refrigerator with installation and warranty services on December 31, 2011.
The customer is obligated to pay Appliance Center the $54,000 upon the delivery and installation of the

refrigerator. The Refrigerator is delivered on December 31, 2011, and completed the installation on January
2,2012.

Required: Indicate how much revenue should be recognized on December 31, 2011 and 2012.
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| On January 1, 2010, Acer Inc. borrowed $1,500,000 to finance the construction of an office building, which
was expected to take 2 years to build. Construction work on this qualifying asset was commenced on
January 1, 2010. Interest on the loan was fixed at 10% per annum and payable on December 31. The
payments made to the construction were $1,200,000 on January 1, $3,600,000 on July 1 and $1,500,000
on December 1. The construction work was stopped for 3 months from September 1 to November 30
due to damage caused by a strike (internal factors). Additional information is prov1ded as follow.

1. 10%, 10-year bonds of $1,250,000, dated December 31, 2007, with interest payable annually on

December 31.
2. 8%, 5-year bond payable, balance outstanding $1,350,000, dated December 31, 2009, with interest

payable annually on December 31.
3 nterest revenue earned in 2010 on funds related to specific borrowing was $5,000

4. January 1, 2010, expenditure included land cost of $500,000

Instructions

Compute the amounts of each of the followmg -
(a) Amount of interest to be cap1tallzed durmg 2010. (Round to m_' de(:lmal place for

Weighted-average interest rate)
(b) Land ~ Building at December 31,2010

(c) Interest expense at December 31, 2010.
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On February 1, 2010, Marsh Contractors agreed to construct a building at a contract price of $6,000,000.
Marsh estimated total construction costs would be $4,000,000 and the project would be finished in 2012.

Information relating to the costs and billings for this contract is as follows:

: 2010 _2011 2012
Total costs incurred to date -$1,500,000 $2,640,000 $4,600,000
Estimated costs to complete 2,500,000 1,760,000 -0-
Customer billings to date 2,200,000 4,000,000 5,600,000
Collections to date 2,000,000 3,500,000 5,500,000

Instructions
Fill in the correct amounts on the following schedule. For percentage-of-completion accounting and for
cost-recovery accounting, show the gross profit that should be recorded for 2010, 2011, and 2012.

Percentage-of-Completion Cost-Recovery

Gross Profit Gross Profit

2010 e 2010
2011 2011
2012 e 2012
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