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Assume that UniTech purchased land on January 1, 2010, that cost 

€450,000. UniTech decides to report the land at fair value in subsequent 

periods. At December 31, 2010, an appraisal of the land indicates that its 

fair value is €570,000. The lantl's fair value is €430,000 at December 31, 

2011. At December 31, 2012, WniTech's land value increases to €465,000. 

On January 2,2013, UniTech s~l1s the land for €465,000. 

Please make journal entries for UniTech at the following dates. 

1. January 1,2010. (3%) 

2. December 31,2010. (3%) 

3. December 31, 2011. (3%) 

4. December 31, 2012. (3%) 

5. January 2,2013. (3%) 
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1i ' 	Yuntech Company buys an oil platfonn for $110,000 on January 1, 2012. The life of the 

platfonn is 40 years and the expected cost to dismantle the platfonn at the end of 40 years is 

$70,400. Based on an effective-interest rate of 5%, the fair value of the environmental liability 

on January 1, 2012, is $10,000. Yuntech Company uses straight-line depreciation; the 

estimated residual value for the platfonn is zero. Prepare any journal entries required for the 

platfonn and the environmental liability at December 31, 2012(the end ofthe fiscal year).(8%) 

~ , 	On January 1, 2012, ABC Auto Company entered into an installment-sale contract with XYZ 

Company for a 5-year period. XYZ Company purchased an automobile for $640,000. XYZ 

Company made a 25% down payment on January 1,2012, and annual payments at the end of 

each of the next five years of $133,156. Assume that the collection of the installments due 

under the contract is reasonably assured, and the appropriate rate of interest is 12%. Prepare 

the entry(ies) to record the annual payments on December 31, 2013.(10%) 

-t: 'Douliou Inc. is authorized to issue 500,000 $10 par ordinary shares. As ofJuly 1,2011,400,000 

shares had been issued and were outstanding. Douliou Inc. issued additional 50,000 shares on 

April 1,2012, and purchased 60,000 shares on September 1,2012. The company declared and 

distributed a 100% share dividend on the ordinary shares outstanding on October 1, 2012. 

Douliou Inc. has a net income of$I,200,000 and is subject to a 40% income tax rate. 

The following transactions occurred during 2012. 

(1) 	On January 1,2012, options were granted to purchase 60,000 ordinary shares at $40 per share. 

The average market price of the ordinary shares was $60 per share during 2012. All options 

are still outstanding at the end of2012. 

(2) There are 50,000 convertible preference shares outstanding on January 1, 2012. Each share 

had a par value of$100 and a cumulative dividend of$3.5 per share. One share of preference 

shares can be converted into three shares ofDouliou's ordinary shares. 

(3) 	On January 1, 2012, Douliou Inc. issued 3,000, $1,000 face value, 6% convertible bonds. 

Each bond is convertible into 30 ordinary shares. The market rate of interest for a similar 

non-convertible bond at January 1, 2012, is 6%, and the liability component of the 

convertible bonds was issued at face value. 

No bonds or preference shares were converted during 2012. Assume that the rate of conversion 

and the market price of the ordinary shares are automatically adjusted for share dividends. 

Instructions 

(a) Compute basic earnings per share for 2012.(4%) 

(b) Compute diluted earnings per share for 2012.(8%) 
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A ' 	Using the infonnation provided below, prepare the cash flows from operating activities section 

of the statement ofcash flows for 2012 for Yunlin Corporation: (12%) 

(1) Accounts payable decreased $10,000. 

(2) The amortization of patent and the depreciation expense on plant assets for the year was $500 

and $1,500. 

(3) Net income as reported on the income statement for the year was $213,000. 

(4) On July 21,2012, Yunlin Corporation purchased 1,000 shares oftreasury shares at $45. 

(5) On January 2,2012, Yunlin Corporation purchased 25% of the outstanding ordinary shares of 

ABC Inc. for $1,000,000, and subsequently used the equity method to account for the 

investment. 

(6) During 2012 ABC Inc. reported net income of $640,000 and distributed cash dividends of 

$40,000. 

(7) On January 1, 2012, Yunlin Corporation purchased bonds that are accounted for at amortized 

cost. During 2012 the amortization ofpremium on the bond investment was $5,000. 

iL ' 	The following infonnation pertains to Yuntech Inc.: 

Preference shares, cumulative: 


Par per share $10 


Dividend rate 8% 


Shares outstanding 10,000 


Liquidating value per share $12 


Share premium-preference $10,000 


Dividends in arrears none 


Ordinary shares: 


Par per share $10 


Shares outstanding 50,000 


Dividends paid per share $1.8 


Market price per share $48 


Share premium-ordinary $200,000 

Retained earnings $190,000 

Net income $370,000 

Compute (assume no changes in balances during the past year): (a) Book value per ordinary 

share, and (b) Dividend payout ratio.(8%) 


