RILRFHA v 8 F R A 18 4 KA

AR SR EIFR #B & 3 £ (=)

BBEBHIT TV,
'ﬁﬁﬁﬁﬁﬁ

#R: 7 R/3 BE YL

XMLt 2 F

. Tony Rich £} ) 2004 4 26U % P94 % I £$700,000 -
2004 463 kAT FETES790,000 2 th R 5 BIEMIF -
L A4 o) B — R AR IR AR AR (FERTRE ) &ERBS80,000 » HIHEZH
A 46% -
2.2002 F4EY] » AR LA$54,000 R E — 5038 A FEIRE 6 FOEBRHES9,000) -
HEA AR 2002 2003 52 2004 4F K90 A AR LR BT H o (BLE R BT W BENF
o o 25 S R
3 HEBRERAPZERIEKSST,000 (BRAT)-
4 AR A 0 NE] BRI ELIETS $110,000 < SRSB4 BB TEM L 1L$46,000
MSEREBRE (JHBRIR)-
5. NGRS HIRREPS o B4 IRATIAK 115,000 UL B ITA 5 ERPINOSE -
6. ZNE] P R O 7 S B 5 o 0 T K A B S FIFO g SRR BHB N 2002 48 2 1R
H1 R $11$60,000 ¢ #7 2003 F 2 $F1E §$20,000 < FIFO It 2004 SEGFH - Y
840% - ’
A PURAE S TS 80,000 I (BRIFFFBIIE - HRNNEIGLSH 30% ) 3 SLES A
A -
YA VI VA -
AR AL A S A T2 A e
- w1k 2% s 5 . N 1 P 0 [ 3
b bbY e F AL pad L )W 2L )
508 %@i(gﬁf? NE At SR wiEeA)
¢ TFOERe > HE 2 '*‘ﬁilg%

On November 3, 2003, Sprinkle Co. invesied $200,000 in 4,000 shares of the
common stock of Johnstone Co. Sprinkle classified this investment as available-for-sale. Sprinkle Co. is
considering making a more significant investment in Johnstone Co. at some point in the future but has
decided to wait and see how the stock does over the next several quarters.

To hedge against potential declines in the value of Johnstone stock during this period, Sprinkle also
purchased a put option on the Johnstone stock. Sprinkle paid an option premium of $600 for the put
option, which gives Sprinkle the option to sell 4,000 Johnstone shares at a strike price of $50 per share.
The option expires on July 31, 2004. The following data are available with respect to the values of the
Johnstone stock and the put option.

Date Market Price of Johnstone Shares Time Value of Put Option
December 31, 2003 $50 per share $375
March 31, 2004 45 per share 175
June 30, 2004 43 per share 40

instructions

(a) Prepare the journal entries for Sprinkle Co. for the following dates.
(1) November 3, 2003—Investment in Johnstone stock and the put option on Johnstone shares.
(2) December 31, 2003—Sprinkle Co. prepares financial statements.
(3) March 31, 2004—Sprinkle prepares financial statements.
4) June 30, 2004—Sprinkle prepares financial statements.
(5) July 1, 2004—Sprinkle settles the put option and sells the Johnstone shares for $43 per share. C > 7

(b) Indicate the amount(s) reported on the balance sheet and income statement related to the John- u)
stone investment and the put option on December 31, 2004,
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Gail Devers Corporation sells farm machinery on
the installment plan. On July 1, 2004, Devers entered into an installment-sale contract with Gwen Tor-
rence Inc. for a 10-year period. Equal annual payments under the installment sale are $100,000 and are
due on July 1. The first payment was made on July 1, 2004.
Additional information
1. The amount that would be realized on an outright sale of similar farm machinery is $676,000.
2. The cost of the farm machinery sold to Gwen Torrence Inc. is $500,000.
3. The finance charges relating to the installment period are $324,000 based on a stated interest rate
of 10%, which is appropriate.
4. Circumstances are such that the collection of the installments due under the contract is reasonably
assured.
e
A -
. What income or loss b?fore income taxes should Devers record for the year ended December 31, 2004, as
a result of the transaction above? :
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D, R Orel Hershiser Company constructed a
building at a cost of $2,200,000 and occupied it beginning in January 1985. It was estimated at that timme
that its life would be 40 years, with no salvage value.
In January 2005, a new roof was installed at a cost of $300,000, and it was estimated then that the build-
ing would have a useful life of 25 years from that date. The cost of the old roof was $160,000.
Instructions
(a) What amount of depreciation should have been charged annually from the years 1985 to 2004?
(Assume straight-line depreciation.)
(b) What entry should be made in 2005 to record the replacement of the roof?
{¢) Prepare the entry in January 2005, to record the revision in the estimated life of the building, if /2
necessary. ( 0)
(d) What amount of depreciation should be charged for the year 2005?
Z-

) Presented below is information related to equipment owned by Suarez Company
at December 31, 2004.

Cost $9,000,000
Accumulated depreciation to date 1,000,000
Expected future net cash flows 7,000,000
Fair value . 4,800,000

Assume that Suarez will continue to use this asset in the future. As of December 31, 2004, the equipment
has a remaining useful life of 4 years.
Instructions

(a) Prepare the journal entry (if any) to record the impairment of the asset at December 31, 2004.
(b) Prepare the journal entry to record depreciation expense for 2005. -

(c) The fair value of the equipment at December 31, 2005, is $5,100,000. Prepare the journal entry (if
any) necessary to record this increase in fair value.

VA ;f that Suarez intends to dispose of the equipment in the coming year. It is expected that the cost of f‘
disposal will be $20,000. i k/ ol )

Prepare the journal entry (if any) to record the impairment of the asset at December 31, 2004.
Prepare the journal entry (if any) to record depreciation expense for 2005.




