
ACCT 2121 Spring 2014   Name:  _______________________

(Chapters 9 & 10)

1.  (1 point) 

Sneezy Inc. purchased a piece of machinery and paid the following amounts:

          Purchase price 75,000          

          Installation 2,450            

          Testing 900               

          Sales tax 3,475            

          Annual insurance premium 1,300            

Required:   Provide the "capitalized cost" of the machinery:  _________________________

2.  Use the following setup to answer Parts A & B

Sleepy Inc. purchased a new machine on January 1, 2012, at a cost of 145,000$ The company estimated

a useful life of 5 years.  The estimated salvage value is 13,000$         .

Part A:  Assuming Sleepy uses the straight-line  method of depreciation:

a. Determine depreciation expense to be recorded at December 31, 2012: ___________________

b. Determine accumulated depreciation at December 31, 2013: ______________________

c. Determine book value at December 31, 2014: ______________________

Part B:  Assuming Sleepy uses the double declining balance  method of depreciation:

d. Determine depreciation expense to be recorded at December 31, 2012: ___________________

e. Determine depreciation expense to be recorded at December 31, 2013: ___________________

A
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On January 1, 2012, Dopey  sold 9% 3,800,000$  5 year bonds at 99 .  Interest is paid annually on

December 31st and the straightline method is used to amortize any bond discounts and premiums.

You may use the following amortization table if it helps (no points associated with table)

        Date    Interest Paid     Amortization    Interest Expense          Carrying Value

1/1/12

12/31/12

12/31/13

12/31/14

12/31/15

Required:   Prepare the journal entries needed at the following dates.

a.  January 1, 2012:

b.  December 31, 2012:

c.  Determine the carrying value at December 31, 2013, after the interest payment has been made and

interest expense recorded.

   (Dollar amount)
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Grouchy retired bonds with a face value of 525,000$     and an unamortized discount of 9,000$        

The bonds were redeemed at 98 .

Required:   Determine whether the bonds were retired for a gain or loss.

 "Gain" or "Loss"   $ Amount of Gain or Loss
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If a bond's stated rate equals the market rate of interest, then the bond should sell at ______________

If a bond's stated rate is less than the market rate of interest, then the bond should sell at ______________

If a bond's stated rate is greater than the market rate of interest, then the bond should sell at ______________
A


