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1. Cheng Kung Company was incorporated on January 1, 2013. The schedule of land acquisition and 

dispositions is presented below: 

Fair value Fair value 
Cash receipts on disposition 

Cost 12/31/2013 12/31/2014 

Land A 
$3,000,000 

$3,200,000 N/A 
$3,600,000 

(Purchased on March 1, 2013) (Sold on September 1, 2014) 

Land B 
$1,500,000 

$1,400,000 $1,600,000 N/A 
(Purchased on March 1, 2013) 

Land C 
$3,100,000 

N/A N/A 
$4,300,000 

(Purchased on May 1, 2014) (Sold on September 1, 2014) 

Land D 
$2,400,000 

N/A $2,300,000 N/A 
(Purchased on May 1, 2014) 

The accounting policies for Cheng Kung Company are as follows: (l)Land assets should be revaluated 

before sale ; (2) When sale of Land occurs, "Accumulated Other Comprehensive Income" account 

related to revaluations should be transferred to "Retained Earnings". Please determine the following 

amounts to be shown in Statement of Comprehensive Income and Statement of Shareholders' Equity 

in 2014. 

(1} Compute the reported amount of "Other Comprehensive Income" at December 31, 2014. (8%) 
l2) Compute the amount that "Accumulated Other Comprehensive Income" is transferred to 11Retained 

Earnings", if any, at December 31, 2014. (7%) 
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3. The following transactions involving intangible assets of Minton Corporation occurred on or near 

December 31, 2010. Complete the chart below by writing the journal entries needed at that date to 

record the transaction and at December 31, 2011 to record any resultant amortization. If no entry 

is required at a particular date, write "none needed." 
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(1) Minton spent $600,000 developing a new manufacturing process 

(economic viability not achieved). It has applied for a patent, and it 

believes that its application will be successful. (4%) 

(2) In January, 2011, Minton's application for a patent (#1 above) was 

granted. Legal and. registration costs incurred were $120,000. The 

patent runs for 20 years. The manufacturing process will be useful to 

Minton for 10 years. (4%) 

(3) Minton incurred $192,000 in successfully defending one of its patents 

in an infringement suit. The patent expires during December, 2014. 

(4%) 

(4) Minton paid Sneed Laboratories $104,000 for research and 

development work performed by Sneed under contract for Minton. 

The benefits are expected to last six years. (4%) 
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On Date On 

of Transaction 12/31/2011 

4. Halvor Corporation is having financial difficulty and therefore has asked Manhattan National Bank to 

restructure its $3 million note outstanding. The present note has 3 years remaining and pays a 

current rate of interest of 10%. The present market rate for a loan of this nature is 12%. The note was 

issued at its face value. 

Prepare below are three independent situations. Prepare the journal entry that Halvor would make for 

each of these restructurings. 

(1) Manhattan National Bank agrees to take an equity interest in Halvor by accepting ordinary shares 

valued at $2,200,000 in exchange for relinquishment its claim on this note. The ordinary shares have 

a par value of $1,000,000. (5%) 

(2) Manhattan National Bank agrees to accept land in exchange for relinquishing its claim on this note. 

The land has a book value of $1,950,000 and a fair value of $2,400,000. (5%) 

(3) Manhattan National Bank agrees to modify the terms of the note, indicating that Halvor does not 

have to pay interest on the note over the3-year period. (5%) 
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5. At the financial statement date of December 31, 2010, the !!abilities outstanding of Packard 

Corporation included the following: 

(i) Cash dividends on ordinary shares, $60,000, payable on Janu<:Jry 15, 2011. 

(ii) Note payable to Galena State Bank, $470,000, due January 20, 2011. 

(iii) Serial bonds, $1,000,000, of which $250,000 mature during 2011. 

(iv) Note payable to Third National Bank, $300,000, due January 27, 2011. 

The following transactions occurred early in 2011: 

January 15: The cash dividends on ordinary shares were paid. 

January 20: The note payable to Galena State Bank was paid. 

January 25: The corporation entered into a financing agreement with Galena State Bank, 

enabling it to borrow up to $500,000 at any time through the end of 2013. Amounts 

borrowed under the agreement would bear interest at 1% above the bank's prime rate 

and would mature 3 years from the date of the loan. The corporation immediately 

borrowed $400,000 to replace the cash used in paying its January 20 note to the bank. 

January 26: 40,000 ordinary shares were issued for $350,000. $300,000 of the proceeds was 

used to liquidate the note payable to Third National Bank. 

February 1: The financial statements for 2010 were issued. 

Prepare a partial statement of financial position for Packard Corporation, showing the manner in which 

the above liabilities should be presented at December 31, 2010. The liabilities should be properly 

classified between current and non-current. (12%) 
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