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1. Blair Company owns a plot of land on which buried toxic wastes have been discovered. Since 1t
will require several years and a considerable sum of money before the property is fully detoxified
and capable of generating revenues, Blair wishes to sell the land now. It has located two potential
buyers: Buyer A, who is willing to pay $570,000 for the land now, and Buyer B, who is willing to
make 20 annual payments of $90,000 each, with the first payment to be made S years from today.

Instruction:
Assuming that the appropriate rate of interest is 9%, to whom should Blair sell the land? Show
calculations. (10%)

2. On January 1, 2015, Ogden Corp. granted 20,000 options to top executives. The fair value of
each option is $45 on the grant date. Fach option allows the executive to purchase one share of
Ogden’s $5 par value ordinary sharcs at a price of $20 per share. The options were cxercisable
within a 2-year period beginning January 1, 2017, if the executive 1s still employed by the company
by December 31, 2016. On May 1, 2017, 18,000 options were exercised when the market price of
Tsang's shares were $30 per share. The remaining options lapsed in 2019 because executives decide

not to exercise their options.

Instructions: Prepare the necessary journal entries related to the share-option plan for the years
2015 through 2019. (12%)
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