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Correct
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Flag question

Question 12
Incorrect

Mark 0 out of 1

Flag question

Jaber Resources Company acquired a tract of land
containing an extractable natural resource. Jaber is
required by its purchase contract to restore the land
to a condition suitable for recreational use after it
has extracted the natural resource. Geological
surveys estimate that the recoverable reserves will
be 2,000,000 tons, and that the land will have a
value of $1,000,000 after restoration. Relevant cost
information follows:

 

Land

 

$7,500,000

Estimated restoration costs

 

1,500,000

 

 

If Jaber maintains no inventories of extracted
material, the depletion cost per ton of extracted
material is $4.50

Select one:

True

False !

On April 20, 2020, Green Hands Co. purchased an
asset costing $66,000 with a useful life of 9 years
and a residual value of $6,000. The company uses
the sum-of-the-years'-digits depreciation method.

The depreciation expense for 2020 using the
following fractional-year policies would be:

a. Nearest fraction of a year $8,667 and
Nearest full month $9,000.

b. Nearest fraction of a year $7,000 and
Nearest full month $6,000.

c. Nearest fraction of a year $6,000 and
Nearest full month $7,000.

d. Nearest fraction of a year $8,333 and
Nearest full month $8,000.

!

On March 1, Al-Quds Co. exchanged productive
assets with Birzeit Co.  Al-Quds’s asset is referred
to below as “Asset A”, and Birzeit’s is referred to as
“Asset B”.  The following facts pertain to these
assets.  Assume the exchange lacks commercial
substance.

 

Information Al-Quds Company
(Asset A)

Birzeit Company
(Asset B)

Original cost $200,000 $100,000

Acc. dep. to date of
exchange

90,000 30,000

Fair value at date of
exchange

160,000 ___

Cash received 30,000  

Cash paid  30,000

 

The recognized gain by Al-Quds Company is:

a. $9,375

b. $10,000

c. $40,625

d. $50,000 "

Bravo Co. bought a machine costing $62,000 on
July 1, 2016. Salvage value was estimated to be
$2,000, a five-year life was determined, and 150%-
declining-balance depreciation was used. The
balance of the accumulated depreciation account
on December 31, 2017 is

a. $31,620 "

b. $25,110

c. $9,300

d. $15,810

Jaber Oil Company incurred a total cost of
$2,000,000 in the exploration of 10 oil wells drilled
in 2020.  8 of the 10 wells were dry holes.  Assume
Jaber follows the successful efforts method. The Oil
and Gas account balance reported on the balance
sheet will be $2,000,000.

Select one:

True

False !

Presented below is information related to
equipment owned by Sanabel Co. at December 31,
2018.

 

Cost $4,500,000

Accumulated depreciation to date 600,000

Expected future net cash flows 3,500,000

Fair value 2,700,000

Remaining useful life 4 years

Salvage value 100,000

Cost of disposal 30,000

 

Assuming the equipment is held for disposal.

The impairment loss on December 31, 2018 will
amount to

a. $1,230,000 !

b. $1,170,000

c. $0

d. $1,200,000

On March 1, Al-Quds Co. exchanged productive
assets with Birzeit Co.  Al-Quds’s asset is referred
to below as “Asset A”, and Birzeit’s is referred to as
“Asset B”.  The following facts pertain to these
assets.  Assume the exchange lacks commercial
substance.

 

Information Al-Quds Company
(Asset A)

Birzeit Company
(Asset B)

Original cost $200,000 $100,000

Acc. dep. to date of
exchange

90,000 30,000

Fair value at date of
exchange

160,000 ___

Cash received 30,000  

Cash paid  30,000

 

The cost of the new asset for Al-Quds Company
is:

a. $90,625

b. $120,625

c. $130,000 !

d. $190,000

Caritas is a charitable Organization which has
received a donation of building from Amar Co. in
the suburbs of Ein Kenya.  The building had an
original cost of $300,000, an accumulated
depreciation of $120,000, and a fair market value of
$200,000.  In return, Caritas promises to use this
building as a nursing home for elderly people.

 

The journal entry by Amar to record this donated
asset will include a

a. Debit for: Contribution Expense $200,000;
Accumulated Depreciation $120,000. 
Credit for: Building $300,000; Gain on
Disposal 20,000.

b. Debit for: Contribution Expense $180,000;
Loss on Disposal $20,000; Accumulated
Depreciation $120,000.  Credit for: Building
$320,000.

c. Debit for: Contribution Expense $200,000;
Credit for: Building $200,000.

d. Debit for: Contribution Expense
$200,000. Credit for: Building $180,000;
Gain on Disposal 20,000.

"

Presented below is information related to
equipment owned by Sanabel Co. at December 31,
2018.

 

Cost $4,500,000

Accumulated depreciation to date 600,000

Expected future net cash flows 3,500,000

Fair value 2,700,000

Remaining useful life 4 years

Salvage value 100,000

Cost of disposal 30,000

 

Assuming the equipment is held for use.

The impairment loss on December 31, 2018 will
amount to

a. $1,170,000

b. $1,230,000

c. $1,200,000 !

d. $0

On March 1, 2020, Bisan Systems Co. contracted
Nabali & Fares Construction Co. to construct a
building for $1,800,000 on land costing $200,000
(purchased from the contractor and included in the
first payment).  The building was completed and
ready for use on November 30, 2020.  Bisan made
the following payments to the construction
company during 2020.

 

Date Expenditure

March 1, 2020 $ 700,000

April 1, 2020 240,000

June 30, 2020 150,000

July 31, 2020 150,000

November 30, 2020 760,000

 

Bisan also had the following debt outstanding at
December 31, 2020.

 

Specific Construction Debt

 

To finance construction of the building, a $650,000,
12% construction loan was taken out on March 1,
2020. The loan was repaid on December 31,
2020.                                               

 

Other Debts

 

1. On July 1, 2019, Bisan borrowed $100,000 on a
2-year loan at 10%. 

 

2.  On January 1, 2020, Bisan borrowed $500,000
on a 3-year loan at 8%.

 

3.  On September 1, 2020, Bisan issued
$2,000,000 on a 5-year bonds at 12%.

 

 

The avoidable interest cost is:

a. $84,239

b. $86,511

c. $85,375

d. $83,880 "

On March 1, 2020, Bisan Systems Co. contracted
Nabali & Fares Construction Co. to construct a
building for $1,800,000 on land costing $200,000
(purchased from the contractor and included in the
first payment).  The building was completed and
ready for use on November 30, 2020.  Bisan made
the following payments to the construction
company during 2020.

 

Date Expenditure

March 1, 2020 $ 700,000

April 1, 2020 240,000

June 30, 2020 150,000

July 31, 2020 150,000

November 30, 2020 760,000

 

Bisan also had the following debt outstanding at
December 31, 2020.

 

Specific Construction Debt

 

To finance construction of the building, a $650,000,
12% construction loan was taken out on March 1,
2020. The loan was repaid on December 31,
2020.                                               

 

Other Debts

 

1. On July 1, 2019, Bisan borrowed $100,000 on a
2-year loan at 10%. 

 

2.  On January 1, 2020, Bisan borrowed $500,000
on a 3-year loan at 8%.

 

3.  On September 1, 2020, Bisan issued
$2,000,000 on a 5-year bonds at 12%.

 

 

The weighted-average accumulated expenditures
qualifying for capitalization of interest cost for 2020
is:

a. $822,500

b. $797,500 !

c. $900,833

d. $1,063,333

On March 1, 2020, Bisan Systems Co. contracted
Nabali & Fares Construction Co. to construct a
building for $1,800,000 on land costing $200,000
(purchased from the contractor and included in the
first payment).  The building was completed and
ready for use on November 30, 2020.  Bisan made
the following payments to the construction
company during 2020.

 

Date Expenditure

March 1, 2020 $ 700,000

April 1, 2020 240,000

June 30, 2020 150,000

July 31, 2020 150,000

November 30, 2020 760,000

 

Bisan also had the following debt outstanding at
December 31, 2020.

 

Specific Construction Debt

 

To finance construction of the building, a $650,000,
12% construction loan was taken out on March 1,
2020. The loan was repaid on December 31,
2020.                                               

 

Other Debts

 

1. On July 1, 2019, Bisan borrowed $100,000 on a
2-year loan at 10%. 

 

2.  On January 1, 2020, Bisan borrowed $500,000
on a 3-year loan at 8%.

 

3.  On September 1, 2020, Bisan issued
$2,000,000 on a 5-year bonds at 12%.

 

 

The equipment account balance reported on the
balance sheet is:

a. $1,885,375

b. $1,883,880 "

c. $1,886,511

d. $1,884,239
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