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Final Exam 
Intermediate Financial Accounting I 

Winter 2011 
ADM2342 

 
 

(SUGGESTED SOLUTIONS) 
Name:       ID#:      

 
Section:  Monday & Thursday (day)                               Thursday (evening)   

 
Instructions: 
• Write your name and student ID number above. 
• Closed book exam. 
• Turn off all cell phones. 
• Answer Question 1’s multiple-choice questions on the SCANTRON sheet provided. 
• Answer Questions 2-5 in this booklet. Booklet is not to be removed from the examination room.  You 

may not separate the pages.   
• This examination “SUGGESTED SOLUTIONS” comprises 5 questions over 19 numbered pages.  
• Limit your answer to the space provided.  Blank sheets for rough work and supporting calculations are 

given at the end of each question. 
• This exam will be marked out of 100 marks and is 3 hours long. You should budget approximately 1.8 

minutes per mark. The exam is worth 52% of the overall course mark. 
• Please do not ask the invigilator or the professor any questions, as they will not be answered. State 

reasonable assumptions, if you feel they are necessary. 
• Present value tables are provided on pages 18/19. 
• Language (non-electronic) dictionaries are allowed if approved by the professor. 
• You must sign the Statement of Academic integrity on page 2 of this exam. 

 
   

Question 
 
 

 
Marks 

1 20 x 1-mark multiple choice 
questions (Chapters 4 to 11) /20 

2: part 1 Gross profit method /6 

2: part 2 Accounting for purchase discounts /6 

2: part 3 Inventory cut-off /6 

3: part 1 Financial instruments classification /3 

3: part 2 Equity: FV/OCI /9 

3: part 3 Debt: FV/NI /9 

3: part 4 Equity method /9 

4: part 1 Cost at acquisition /8 

4: part 2 Cost at acquisition /8 

5: part 1 Revaluation model /8 

5: part 2 Disposition of assets /8 
 

TOTAL 
 
 

 
/100 
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Statement of Academic Integrity 
The Telfer School of Management does not condone academic fraud, an act by a student that may 
result in a false academic evaluation of that student or of another student. Without limiting the 
generality of this definition, academic fraud occurs when a student commits any of the following 
offences: plagiarism or cheating of any kind, use of books, notes, mathematical tables, dictionaries 
or other study aid unless an explicit written note to the contrary appears on the exam, to have in 
his/her possession cameras, radios (radios with head sets), tape recorders, pagers, cell phones, or 
any other communication device which has not been previously authorized in writing.  
 
Statement to be signed by the student: 
I have read the text on academic integrity and I pledge not to have committed or attempted to 
commit academic fraud in this examination. 
 
Signed:______________________________________   
 
Note: an examination copy or booklet without that signed statement will not be graded and will 
receive an exam grade of zero.  
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QUESTION 1 (20 marks: 1 mark each) 
 
Answer ALL parts to this question on the SCANTRON sheet provided.  Each part is independent. 
The marker will not assess anything you write on this or the following page. 

 
 

 
 
 
 
 
 
 
 
 
 

The multiple choice questions and their 
suggested solutions are intentionally omitted 

from this document.
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The multiple choice questions and their 
suggested solutions are intentionally omitted 

from this document.
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QUESTION 2 (18 marks) 
 
Answer ALL parts to this question.  Each part is independent. 
 
PART 1: (6 marks) 
 
Beringer Co. prepares monthly income statements. Inventory is counted only at year end; thus, month-end 
inventories must be estimated. All sales are made on account. The rate of mark-up on cost is 20%. The 
following information relates to the month of May. 
 
Accounts receivable, May 1 $21,000 
Accounts receivable, May 31 27,000 
Collections of accounts during May 84,000 
Inventory, May 1 47,000 
Purchases during May 65,000 
 
Required 
Calculate the estimated cost of the inventory on May 31. (show all supporting calculations). 
 
 
 
Collections of accounts $ 84,000 
Add accounts receivable, May 31 27,000 
Deduct accounts receivable, May 1   (21,000) 
Sales during May $ 90,000 
 
Inventory, May 1 $  47,000 
Purchases during May     65,000 
Goods available 112,000 
Cost of sales ($90,000 ÷ 120%)    (75,000) 
Estimated cost of inventory, May 31 $  37,000 
 
Alternative approach (same answer): 
 
GP rate based upon sales = 20% / 100 + 20% = 16.6667% 
Therefore, estimated GP = .166667 x $90,000 = $15,000 
Therefore, estimated CGS = $90,000 – $15,000 = $75,000 
CGA = $47,000 + $65,000 = $112,000 
Therefore, estimated ending inventory = $112,000 – $75,000 = $37,000 
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QUESTION 2 (18 marks) (continued) 
 
PART 2: (6 marks) 
 
Lapp Corp. purchased merchandise during 2010 on credit for $150,000; terms 2/10, n/30. All of the gross 
liability except $30,000 was paid within the discount period. The remainder was paid within the 30-day 
term. At the end of the annual accounting period, December 31, 2010, 90% of the merchandise had been 
sold and 10% remained in inventory. The company uses a periodic system. 
 
Required 
Assuming that the net method is used for recording purchases, prepare the entries for the purchase and two 
subsequent payments. 
 

 Purchases.................................................................................................  147,000 
  Accounts Payable........................................................................   147,000 
   (To record the purchase at net amount: 
   .98 × $150,000 = $147,000.) 

 Accounts Payable....................................................................................  117,600 
  Cash.............................................................................................   117,600 
   (To record payment within the discount period: 
   $150,000 – $30,000 = $120,000; .98 × $120,000 = $117,600.) 

 Accounts Payable....................................................................................  29,400 
 Purchase Discounts Lost .........................................................................  600 
  Cash.............................................................................................   30,000 
   (To record the final payment.) 
 
 
 
QUESTION 2 (18 marks) (continued) 
 
PART 3: (6 marks) 
 
Morgan Company sells laptop computers. The perpetual inventory was stated as $43,100 on the books at 
December 31, 2010. At the close of the year, a new approach for compiling inventory was used and 
apparently a satisfactory cut-off for preparation of financial statements was not made. Some events that 
occurred are as follows. 

1. Units shipped to a customer January 2, 2011, costing $7,000 were included in inventory at December 31, 
2010. The sale was recorded in 2011. 

2. Units costing $17,000 received December 30, 2010, were recorded as received on January 2, 2011. 

3. Units received during 2010 costing $5,300 were recorded twice in the inventory account. 

4. Units shipped to a customer December 28, 2010, f.o.b. shipping point, which cost $11,000, were not 
received by the customer until January, 2011. The units were included in the ending inventory. 

5. Units on hand that cost $5,600 were never recorded on the books. 
 
Required 
Calculate the correct inventory at December 31, 2010. 
 
Inventory per books  $43,100 
Add: Shipment received 12/30/10 $17,000 
 Units on hand     5,600   22,600 
    65,700 
 
Deduct: Units recorded twice 5,300 
  Units shipped 12/28/10   11,000   16,300 
Correct inventory 12/31/10  $49,400 
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QUESTION 3 (30 marks) 
 
Answer ALL parts to this question.  Each part is independent. 
 
PART 1: (3 marks) 
 
 
1. A bond that will mature in four years was bought one month ago when the price dropped.  As soon as 

the value increases, which is expected next month, it will be sold. 
 

2. Ten percent of the outstanding shares of Farm Corp. were purchased.  The company is planning on 
eventually getting a total of 30% of the outstanding shares. 
 

3. Ten-year bonds were purchased this year.  The bonds mature on January 1 of next year. 
 

4. Bonds that will mature in five years are purchased.  The company would like to hold them until they 
mature, but money has been tight recently and the bonds may need to be sold. 
 

5. A bond that matures in 10 years was purchased with money that the company has set aside for an 
expansion project that is planned for 10 years from now. 
 

6. Preferred shares were purchased for their constant dividend.  The company is planning to hold the 
preferred shares for a long time. 

 
Required 
Each of the securities above is independent of the others and active quoted markets exist for the securities. 
Identify, in the table below, the best accounting model classification(s) [Amortized Cost; Cost, FV/NI; 
FV/OCI], according to IFRS 9 for each of the securities described above.  
 
 IFRS 9 ASPE (not asked in the exam) 
1. Fair value through net income (FV-NI) 

security since the company’s intent is to 
manage the changing fair values and sell the 
bonds as soon as the value increases. 

same 

 
2. 

 
Fair value through net income (FV-NI  
 

or can opt to use the 
 
Fair value through other comprehensive 
income (FV-OCI) security.  [When the 
company acquires 20% or more, and  if 
significant influence over Farm Corp. exists, 
the investment will be reclassified to an equity 
investment. 

 
Fair value through net income (FV-NI). (ASPE 
does not have an FV-OCI option.) 

 
3. 

 
Fair value through net income (FV-NI) 
 

or 
 
Amortized cost 

 
Amortized cost, unless the company chooses the 
fair value through net income (FV-NI) model 
option. (ASPE does not have an FV-OCI option.) 

 
4. 

 
Fair value through net income (FV-NI) 
security. (Under IFRS 9, FV-OCI investments 
normally will be limited to equity investments 
in other companies.) 

 
Amortized cost, unless the company chooses the 
fair value through net income (FV-NI) model 
option. (ASPE does not have a FV-OCI option.) 

 
5. 

 
Cost/amortized cost model security as it 
appears the company’s intent is to manage the 
stated cash flows and hold the bonds until 
maturity. 

 
Amortized cost, unless the company chooses the 
fair value through net income (FV-NI) model 
option. 

 
6. 

 
Fair value through net income (FV-NI). 

 
Fair value through net income (FV-NI) assuming 
that the equity investment is quoted in an active 
market. 
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QUESTION 3 (30 marks) (continued) 
 
PART 2: (9 marks) 
 
In September 2010 Jessup Corp. acquired 10,000 common shares in Gielow Corp. The investment represents 
12% of the total common shares outstanding. It is not considered significant and was accounted for under the 
fair value to other comprehensive income [FV/OCI] model.  After the adjustments at Jessup Corp.’s  
December 31, 2010 accounting year-end the balance in the Investment in Gielow Corp account was $200,000 
and  the balance in the AOCI account "Unrealized holding gain on Gielow Corp" was a  credit of $12,625. 
Jessup sells the Gielow Co. shares on January 31, 2011 for $235,200. 
 
Required 
a) Prepare the entries to record the sale on January 31, 2011, using FV/OCI with recycling. 
b) Prepare the entries to record the sale on January 31, 2011, using FV/OCI without recycling. 
 
 
FV/OCI with recycling 
 
 Investment in Gielow Corp…………………………………….  35,200 
        Holding gain on Gielow Corp (OCI) ...........................     35,200 
  
 Cash.......................................................................................  235,200 
  Investment in Gielow Corp.......................................   235,200 
 
 Holding gain on Gielow Corp (OCI) ....................................  47,825 
  Gain on sale of Gielow Corp ....................................   47,825 
  (47,825 = 12,625 + 35,200) 
 
Or 
 
FV/OCI without recycling 
 
 Investment in Gielow Corp…………………………………….  35,200 
        Holding gain on Gielow Corp (OCI) ...........................     35,200 
  
 Cash.......................................................................................  235,200 
  ........................................Investment in Gielow Corp  235,200 
 
 Holding gain on Gielow Corp (OCI) ....................................  47,825 
  ......................................................Retained Earnings  47,825 
  (47,825 = 12,625 + 35,200) 
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QUESTION 3 (30 marks) (continued) 
 
PART 3: (9 marks) 
 
On January 1, 2011, Houseman Company paid $108,425 to acquire $100,000 face value 8% bonds of 
Lamont Corporation to yield 6%. The bonds were dated January 1, 2011, and mature on December 31, 2015, 
with interest payable each January 1.  The bonds had a fair value of $110,000 on December 31, 2011. 
 
Required 
Assuming the FV/NI model is applied, prepare the following entries in the books of Houseman: 
(a) Acquisition of bonds on January 1, 2011 
(b) The year-end adjusting entries at December 31, 2011 
(c)  The receipt of the first interest payment on January 1, 2012 
 
 
(a) Acquisition of bonds on January 1, 2011 
 
           Investment in Lamont Corp Bonds .............................  108,425 
                              Cash...............................................                      108,425 
 
(b) The year-end adjusting entries at December 31, 2011 
           Interest receivable .......................................................  8,000 
  ............................ Investment in Lamont Corp Bonds   1,495 
                              Interest income..............................    6,505 
$100,000 x 8%  =  $8,000 
$108,425 x 6% =  $6,505 
$8,000 - $6,505 =  $1,495 
 
      Investment in Lamont Corp Bonds……………………     3,070 
    Gain on Investment in Lamont Corp Bonds                                        3,070 
[ 3,070 = 110,000 – (108,425 – 1,495)] = [ 3,070 = 110,000 – (106,930)] 
 
(c)  Receipt of first interest payment on Jan-1-2012 
           Cash.............................................................................  8,000 
                                Interest receivable .......................    8,000 
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QUESTION 3 (30 marks) (continued) 
 
PART 4: (9 marks) 
 
On January 1, 2011, Jenna Limited purchased 2,500 shares (25%) of the common shares of Novotna Corp. 
for $355,000. Jenna uses the equity method to account for this investment. At the date of acquisition, the 
following additional information relates to the identifiable assets and liabilities of Novotna:  

 
                                                                                       Carrying Amount                        Fair Value  
 Assets not subject to depreciation  

Assets subject to depreciation (10 years remaining)  
Total identifiable assets 
Liabilities  

$ 500,000 
800,000 

1,300,000 
100,000 

$ 500,000 
860,000 

1,360,000 
100,000 

 
During 2011 Novotna reported the following information on its income statement: 
  

Income before discontinued operations 
Discontinued operations (net of tax)  
Net income  
Dividends declared and paid by Novotna during 
2011  

 
$200,000 

 70,000 
 270,000 

 
120,000 

 

 
Required 
Prepare all journal entries Jenna should make in 2011 regarding its investment in the Novotna shares. 

 
 

(a) Investment in Novotna Corp. .................................................  355,000 
  Cash...............................................................................   355,000 
 

(b) Cost of investment  $355,000 
 Carrying amount 
  Assets $1,300,000  
  Liabilities    100,000  
   1,200,000  
   X 25%  300,000 
 Cost in excess of 
 share of carrying amount  $ 55,000 
 
 Allocated 
  Assets subject to depreciation 
  [($860,000 – $800,000) X 25%]  $15,000  
  Goodwill  40,000  
   $55,000  
 

 Cash ($120,000 X .25) ............................................................  30,000 
  Investment in Novotna Corp. .......................................   30,000  
 
 Investment in Novotna Corp. ..................................................  67,500 
  Investment Income (ordinary).......................................   50,000** 
  Investment Income (disc. operations) ...........................   17,500** 
 
 **$200,000 X .25 
 **$70,000 X .25 
 
 Investment Income (ordinary).................................................   1,500 
  Investment in Novotna Corp. ........................................    1,500  
  
 Undervalued depreciable assets ($15,000 ÷ 10)  = $1,500 

Goodwill is not amortized, but rather is tested on an annual basis for impairment. 
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QUESTION 4 (16 marks) 
 
Answer ALL parts to this question.  Each part is independent. 
 
PART 1: (8 marks) 
 
Macoon Corporation is a Toronto-based manufacturer of automobile parts. In early January 2011 the 
company acquired land and a building to be used as the company's new head office. Macoon issued a 
$2,000,000, five-year non-interest bearing note to the seller. Payment is to be made in five equal installments 
of $400,000 at the end of each year. As a result of a depressed real estate market, the fair value of the 
building cannot be readily determined. However, it has been ascertained that, given Macoon's credit rating 
and market conditions, an interest rate of 9% would properly reflect the substance and credit risk of the 
negotiated payment schedule. 
 
Other information: 

• One third of the total value of the acquisition is attributable to the land. 
• The building is expected to have a useful life of 25 years. 
• Throughout the year, the company incurred maintenance costs in the amount of $87,000. 
• A parking lot was built at a cost of $100,000. The work was completed on July 1 and is expected 

    to have a useful life of 10 years. 
• The company uses straight-line depreciation for all its PP&E assets. 

 
Required 
Prepare all journal entries that are required to record the above events and transactions. 
 
 
Land ...............................................................................................  518,620 
Building.............................................................................................  1,037,240 
 Note Payable .........................................................................   1,555,860 
To record the acquisition of land and building 
$400,000 x 3.88965 = $1,555,860 
Land:      $1,555,860 x 1/3 =   $518,620 
Building:  $1,555,860 x 2/3 =   $1,037,240 
 
Maintenance expense ........................................................................  87,000 
 Cash.......................................................................................   87,000 
To record maintenance costs. 
 
Land improvements - parking lot......................................................  100,000 
 Cash.......................................................................................   100,000 
 
Depreciation expense ........................................................................  46,490 
 Accumulated depreciation - building....................................   41,490 
 Accumulated depreciation - land improvements ..................   5,000 
To record annual depreciation 
Building: $1,037,240 / 25 =   $41,490 
Land improvements:   ($100,000 / 10) x 6/12 = $5,000 
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QUESTION 4 (16 marks) (continued) 
 
PART 2: (8 marks) 
On June 28, 2011, in relocating to a new town, Kerr Corp. purchased a property consisting of two hectares of 
land and an unused building for $225,000 plus taxes in arrears of $4,500. The company paid a real estate 
broker's commission of $12,000 and legal fees on the purchase transaction of $6,000. The closing statement 
indicated that the assessed values for tax purposes were $175,000 for the land and $35,000 for the building. 
Shortly after acquisition, the building was demolished at a cost of $24,000. 

Kerr Corp. then entered into a $1.3-million fixed-price contract with Maliseet Builders, Inc. on August 1, 
2011, for the construction of an office building on this site. The building was completed and occupied on 
April 29, 2012, as was a separate maintenance building that was constructed by Kerr's employees. Additional 
costs related to the property included:  

 

 
 
As an incentive for Kerr to locate and build in the town, the municipality agreed not to charge its normal 
building permit fees of approximately $36,000. This amount was included in the $1.3-million contract fee. 
The building and the maintenance building are estimated to have a 40-year life from their dates of 
completion and will be depreciated using the straight-line method. 
 
Kerr has an April 30 year end, and the company accountant is currently analyzing the new Building account 
that was set up to capture all the expenditures and credits explained above that relate to the property. 
 
Required  
Prepare a schedule that identifies the costs that would be capitalized and included in the new Building 
account on the April 30, 2012 balance sheet, assuming the accountant wants to comply with ASPE, but tends 
to be very conservative in nature; in other words, she does not want to overstate income or assets. Briefly 
justify your calculations.  
 
How would your answer change if Kerr were to comply with IFRS? 
 

 

 
 Kerr Corp. 

Cost of Building 
Conservative approach 

Fixed-price contract $1,300,000 
Plans, specifications and blueprints 25,000 
Architect’s fees 82,000 
Upgrading of windows 46,000 
Internal direct labour and materials 67,000 
Overhead based on direct labour hours 10,000 
Less: Municipal government grant     (36,000) 
 Cost of building $1,494,000 
 
In this approach, conservative refers to expensing as many costs as possible rather than place them on the balance sheet 
as part of the building’s cost for future depreciation. The building costs included direct costs of construction as well as 
direct, variable overhead. Fixed overhead (executive time of $54,000) was expensed directly.  GAAP generally 
requires fixed overhead to be expensed in the construction of PP&E, however, some exceptions do exist. Interest costs 
were also expensed directly. Current ASPEdoes not specify that interest costs on self-constructed assets must be 
capitalized but rather that the policy selected must be applied consistently.   
 
This is different than the IFRS standards, in which case borrowing costs are more widely defined as “interest and other 
costs that an entity incurs in connection with the borrowing of funds” (ASPE is limited to interest costs), and IFRS 
requires capitalization of borrowing costs of a qualifying asset (ASPE allows the choice between capitalization and 
expensing). 
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QUESTION 5 (16 marks)  
 
Answer ALL parts to this question.  Each part is independent. 
 
PART 1: (8 marks) 
 
XYZ Limited is a publically accountable enterprise that adheres to IFRS. Its financial year-end is December 
31.  At the end of 2010 XYZ paid $110,000 to purchase machinery with an estimated 20 year useful life and 
$10,000 residual value.  
The company has chosen to account for its machinery using the revaluation model, to employ straight-line 
depreciation, and to account for the balance in the accumulated depreciation account upon revaluation by 
using the 'netting' approach whereby the balance is eliminated. 
 
In the years after acquisition the following events took place: 
• A revaluation at the end of 2013 deemed the machinery to have a fair value of $86,500 and a residual 

value of $10,000. 
• A revaluation at the end of 2016 deemed the machinery to have a fair value of $83,000 and a residual 

value of $10,000. 
 
Required 
Prepare all journal entries necessary for the machinery in each of the years 2010 to 2016. 
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Debit Credit
2010

Machinery account 110,000.00           

Cash account 110,000.00          

Annually, 2011 ‐ 2012
5,000.00

Accumulated Depreciation: Machinery account 5,000.00

2013
5,000.00

Accumulated Depreciation: Machinery account 5,000.00

To record  depreciation expense for 2013.

2013
15,000.00             

Machinery account 15,000.00             

 

8,500.00                

Machinery account 8,500.00               

 

   

Annually, 2014 ‐ 2015
4,500.00

Accumulated Depreciation: Machinery account 4,500.00

2016
4,500.00

Accumulated Depreciation: Machinery account 4,500.00

2016
13,500.00             

Machinery account 13,500.00             

10,000.00             

 

 

 

Revaluation gain on machinery account (income 
statement) 8,500.00               

OCI ‐ Revaluation surplus on machinery account 1,500.00               

5,000 = [100,000(carrying amount before the end‐of‐2013 revaluation) ‐10,000(revised residual value)]/[(20‐
2)(years)]

To record  depreciation expense for 2016.
4,500 = [77,500(carrying amount before the end‐of‐2016 revaluation) ‐10,000(revised residual value)]/[(20‐
5)(years)]

Depreciation expense account

To record the purchase of the assets at a cost of $110,000 cash.

To record annual  depreciation expense for 2011 ‐ 2012.

To record annual  depreciation expense for 2014 ‐ 2016.

4,500 = [86,500(carrying amount) ‐10,000(residual value)]/[(20‐3)(years)]

To record the revaluation increase at the end of 2016.  Note that the company has chosen to account for the 
balance in the accumulated depreciation account by using the 'netting' approach whereby the balance is 
eliminated: (see IAS 16.35). The flowchart explaining this journal entry is on the REVALUATION2 screen.

End of 
Year

To record the revaluation decrease at the end of 2013.  Note that the company has chosen to account for the 
balance in the accumulated depreciation account by using the 'netting' approach whereby the balance is 
eliminated: (see IAS 16.35). The flowchart explaining this journal entry is on the REVALUATION1 screen.

5,000 = [110,000(carrying amount) ‐10,000(residual value)]/[20 years]

Accumulated Depreciation: Machinery account

Depreciation expense account

Revaluation loss on machinery account (income statement)

Depreciation expense account

Depreciation expense account

Accumulated Depreciation: Machinery account

Machinery account
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QUESTION  5 (16 marks) (continued) 
 
PART 2: (8 marks) 
 
On December 31, 2011, Grey Inc. owns a machine with a carrying amount of $940,000. Depreciation is 
calculated at $60,000 per year on a straight-line basis. The original cost and accumulated depreciation for the 
machine at this date are as follows: 
 
Cost     $1,300,000 
Accumulated depreciation    $360,000 
 
Required 
A set of independent situations follows. For each independent situation, record the appropriate journal entry.  
  
(a)  A fire completely destroys the machine on August 31, 2012. An insurance settlement of $430,000 was 
received for this casualty. Assume the settlement was received immediately. 
 
(b) On April 1, 2012, Grey sold the machine for $1,040,000 to Dwight Company. 
 
(c)  On July 31, 2012, the company donated this machine to the Dartmouth City Council. The machine's fair 
value at the time of the donation was estimated to be $1.1 million. 
 
 
(a) Depreciation Expense (8/12 X $60,000)........................ 40,000  
  Accumulated Depreciation— 

 Machine..............................................................
 

40,000 
   
 Loss on Disposal of Machine**..................................... 470,000  
    ($1,300,000 – $400,000) – $430,000  
 Cash ............................................................................ 430,000  
 Accumulated Depreciation—Machine........................... 400,000*  
  Machine.............................................................. 1,300,000 
 *($360,000 + $40,000)  
 ** The loss could be classified as extraordinary under ASPE, however, 

as IFRS do not allow extraordinary items, it could be classified as 
unusual under IFRS.  

  

  
 

 

(b) Depreciation Expense (3/12 X $60,000)........................ 15,000  
  Accumulated Depreciation— 

 Machine..............................................................
 

15,000 
   
 Cash ........................................................................ 1,040,000  
 Accumulated Depreciation—Machine........................... 375,000  
    ($360,000 + $15,000)  
  Machine.............................................................. 1,300,000 
  Gain on Sale of Machine.................................... 115,000*
 *$1,040,000 – ($1,300,000 – $375,000)  
  

 
 

(c) Depreciation Expense (7/12 X $60,000)........................ 35,000  
  Accumulated Depreciation— 

 Machine ........................................................
 

35,000 
   
 Contribution (or Donation) Expense.......................... 1,100,000  
 Accumulated Depreciation—Machine........................... 395,000  
    ($360,000 + $35,000)  
  Machine.............................................................. 1,300,000 
  Gain on Disposal of Machine............................. 195,000*
 *$1,100,000 – ($1,300,000 – $395,000)  
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Rough work 

 (will not be read by the marker) 
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Rough work 
 (will not be read by the marker) 
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Financial Tables 
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