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4. Which of the following intangible assets should not be amortized? (A) Copyrights (B) Customer lists

(C)Perpetual franchises (D) All of these intangible assets should be amortized.

5. A contingency can be accrued when (A) an asset may have been impaired. (B) it is certain that funds
are available to settle the disputed amount. (C) the amount of the loss can be reasonably estimated
and it is probable that an asset has been impaired or a liability incurred. (D) it is probable that an
asset has been impaired or a liability incurred even though the amount of the loss cannot be

reasonably estimated.
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F. ~ On May 1, 2003, Pratt Inc. factors $500,000 of accounts receivable with Ready Finance Corporation on a

without recourse basis. The receivable records are transferred to Ready Finance Corporation, which will

receive the collection. Ready Finance Corporation assesses a finance charge of 6% of the total accounts

receivablé factored and retained an amount equal to 3% of the total receivables to cover sales discounts, returns,

and alIQwances. The transaction is to be recorded as a sale.

Instructions

(a) Prepare the journal entry required onr Pratt’s books on May 1, 2003.

(b) Prepare the journal entry required on Ready Finance’s books on May 1, 2003.

(c) Assume Pratt factors the $500,000 of accounts receivable with Ready Finance Corporation on a with
recourse basis instead. The recourse provision has a fair value of $13,000. Prepare the journal

entry required on Pratt’s books on May 1,2003. (15%)

75~ On March 1, 2001, Barker Construction Co. contracted to build a factory building for Neer Company
for a total contract price of $600,000. Barker estimated total construction costs would be $400,000 and
the project would be finished in 2003. Following are accumulated contract costs incurred, estimated

costs to compete the contract, and accumulated billings to Neer for 2001, 2002, and 2003.

12/31/01 12/31/02 12/31/03
Contract costs incurred to date $ 150,000 $264,'OOO‘ $460,000
Estimated costs to complete the contract 250,000 176,000 0
Billings to Neer 220,000 400,000 600,000

Instructions

(a) Using the percentage-of-completion method, prepare schedules to compute the profit or loss to be
recognized as a result of this contract for the years endedv December 31, 2001, 2002, and 2003.
(Ignore income taxes.)

(b) Using the completed-contract method, prepare schedules to compute the profit or loss to be
recognized as a result of this contract for the years ended December 2001, 2002, and 2003. (Ignore
income taxes.)

(¢) Make the journal entry to record the revenue and gross profit for 2002 under the

percentage-of-completion method. (20%)






