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一、計算題 (共 72 分，每小題 4 分)： 

題號  答案 簡要算式 

1.    

2.    

……   此二欄，請在「作答區」列示 

18.    

 
1. Kent Company is in the process of adjusting and correcting its books at the end of 2008. In reviewing its 
records, the following information is compiled: During 2008, Kent Company decided to change the 
depreciation method on its office equipment from straight-line to double-declining balance. The equipment 
has an original cost of $110,000 when purchased on January 1, 2006, it has a 10-year useful life and salvage 
value, $10,000. 

Instruction: 
Please compute the depreciation expense of office equipment for year 2008. 

 
2. In 2007, Kent Company began construction work under a 3-year contract. The contract price was 
$2,000,000. Kent company uses the percentage-of-completion method for financial accounting purposes. The 
income to be recognized each year is based on the proportion of cost incurred to total estimated costs for 
completing the contract. The financial statement presentations relating to this contract at December 31, 2007, 
follow. 

Balance Sheet 
Accounts receivable-construction contract billings    $43,000
Construction in process  $144,000  
Less: Contract billings  123,000  
Cost of uncompleted contract in excess of billings    21,000
    

Income Statement 
Income (before tax) on the contract recognized in 2007    $43,200

 

Instruction: 
Please compute the initial estimated total income before tax on this contract at December 31, 2007. 
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3.Kent Company uses the installment-sales method of accounting to recognize income in its financial 
statements. The following information is available for year 2007, the first year of operating: 

Gross profit rate  25% 
Realized gross profit on installment sales  $800,000 
“Installment accounts receivable” accounts balance at 12/31/2007  $2,000,000 

Instruction: 
Please compute the “Cost of Goods Sold” for year 2007. 

 
4.The Kent Company purchases 4,200 shares of the S Company’s outstanding common stock on January 1, 
2007. (On that date, S Company had 14,000 shares outstanding, so Kent significant influence is presumed to 
exist.) Kent paid $300,000 for the shares, and on the date of acquisition obtains the following information 
concerning S Company: 

  Book Value Fair Value 
Depreciable assets (remaining life, 10 years)  $800,000 $900,000
Other assets  380,000 492,000
Total  $1,180,000 $1,392,000
Liabilities  $400,000 $440,000
Common Stock  500,000
Retained Earnings  280,000
Total  $1,180,000

S Company paid a cash dividend of $20,000 on 08/01/2007 and reported net income $90,000 for year 2007. 

Instruction: 
Please compute the “Investment” account balance on December 31, 2007, balance sheet. 

 
5. Kent company leases it equipment from Lin Company under the following lease terms. 

1. The lease term is 10 years, noncancelable, and requires equal rental payments of 
$25,250 due at the beginning of each year starting January 1, 2007. 

2. The equipment has a fair value and cost at the inception of the lease (January 1, 2007) 
of $178,376, an estimated economic life of 10 years, and a residual value $30,000, 
$20,000 guaranteed by Kent Company. 

3. Kent Company’s incremental borrowing rate is 9% per year. Kent Company unknown 
the implicit rate of Lin Company. 

Instruction: (折現因子：9%普通年金現值：9 期= 5.99525，10 期= 6.41766；9%複利現值：9 期= 
0.46043，10 期=0.42241) 

Please compute the amount to record for “Leased Equipment” at January 1, 2007 for Kent Company. 
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6.Kent Company offered its customers a toy in exchange for 20 cents and 5 coupons. The toy cost Kent 
Company 70 cents, and the company estimates that 70% of the coupons will be redeemed. The premium 
offer began in June 2007. The related transactions for year 2007 as following: 

1. Sales of 200,000 boxes of cake, includes 2 coupons in each box of cake. 
2. The actual redemption of 60,000 coupons. 

Instruction: 
Please compute the amount of the liability that should appear on the December 31, 2007, balance sheet. 

 
7.Kent Company adopted the dollar-value LIFO inventory method for all inventory items. The following 
data were available for one inventory pool, which comprises products X, Y and Z:  

2006/12/31 2007/12/31 
Items 

Units Unit Cost Total Cost Units Unit Cost Total Cost 
X 480 $10 $4,800 760 $12 $9,120 
Y 100 20 2,000 100 21 2,100 
Z 200 16 3,200 150 18 2,700 

   $10,000   $13,920 

Instruction: 
Please compute the conversion price indexes for 2007 (base year: year 2006). (解答方式，例105.68% 
或 1.0568倍) 

 
8. Kent Company requires an estimate of the cost of goods lost by fire on May 1. Merchandise on hand on 
January 1 was $76,000. Purchases since January 1 were $144,000; freight-in, $6,800; purchase returns and 
allowances, $4,800. Sales are made at 1/3 above cost and total $200,000 to May 1. Goods selling price 
$21,800 were left undamaged by the fire; remaining goods were destroyed. 

Instruction: 
Please compute the cost of goods destroyed.  

 
9. Kent Company exchanged equipment plus cash for the equipment of David Company.  The used 
equipment has book value of $40,000 (cost: $64,000). Kent’s purchasing agent, who has had previous 
dealings in the second-hand market, indicates that the used equipment of Kent Company have a fair market 
value of $49,000. In addition to the equipment, Kent Company must pay $17,000 cash for the exchange. 

Instruction: 
Please compute the Gain or Loss on Exchange of equipment if the exchange transaction is lack 
commercial substance. (請註明金額並說明是 Gain 或 Loss) 
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10. On December 31, 2006, Kent Company borrowed $1,500,000 at 12% payable annually to finance the 
construction of a new building. In 2007, the company made the following expenditures related to this 
building: March 1, $180,000; June 1, $300,000; July 1, $750,000; December 1, $750,000. Additional 
information is provided as follows. 

1. Other debt outstanding 
10-year, 13% bond, December 31, 2000, interest payable annually 
6-year, 10% note, dated December 31, 2004, interest payable annually 

$2,000,000
$800,000

2. March 1, 2007, expenditure included land costs of $150,000 
3. Interest revenue earned in 2007 $14,500

Instruction(平均利率請四捨五入取至小數位第 2位): 
Determine the amount of interest to be capitalized in 2007 in relation to the construction of the building.   

 
11.On January 1, 2005, Kent Company issues 10,000 stock appreciation rights (SARs) to its officers 
entitling them to receive cash for the difference between the market price of its tock and a preestablished 
price of $10. The market price fluctuates as follows: 12/31/2005, $14, 12/31/2006, $11 and 12/31/2007, $20. 

The service period is 2 years and the exercise period is 5 years. Assuming that all 10,000 SARs are 
exercised on January 1, 2008. 

Instruction: 
Prepare compute the amount of compensation expense allocable to year 2007. 

 
12. On July 31, 2007, Kent Company paid $3,000,000 to acquire all of the common stock of Mend 
Incorporated, which became a division of Kent Company. Kent Company recognized the amount of goodwill 
is $400,000. Over the next 6 months of operations, the newly purchased division experienced operating 
losses. In addition, it now appears that it will generate substantial losses for the foreseeable future. At 
December 31, 2007, Mend reports the following balance sheet information. 

Current assets $450,000 
Noncurrent assets (including goodwill recognized in purchase) 2,400,000 
Current liabilities (700,000) 
Long-term liabilities (500,000) 
 Net assets $1,650,000 

It is determined that the fair value (at 12/31/2007) of the Mend Division is $1,700,000. The recorded amount 
for Mend’s net assets (excluding goodwill) is the same as fair value, except for property, plant, and 
equipment, which has a fair value $150,000 above carrying value. 

Instruction: 
Please compute the impairment loss, if any, to be recorded on December 31, 2007. 
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13. If 10 years bonds of a par value of $600,000, dated January 1, 2007, and bearing interest at an annual 
rate of 10% payable semiannually on January 1 and July 1, are issued on March 1, 2007 at par 102 plus 
accrued interest. 

Instruction: 
Please compute the amount to debit “Cash” account when issued the bonds. 

14. Kent Company is having financial difficulty and therefore has asked First National Bank to restructure 
its $10,000,000 loan notes receivable (issued at par) on December 31, 2007 (this data is maturity date and 
interest paid to date). 
First National Bank agrees to modify the terms of the note as following  

（1）Reducing the principal obligation from $10,000,000 to $7,000,000. 
（2）Extending the maturity date from December 31, 2007, to December 31, 2012. 
（3）Reducing the interest rate from 12% to 8%. 

Instruction: (折現因子：5 期普通年金現值：12% = 3.60478，8% = 3.99271) 
Please compute the amount of “Gain on Restructuring of Debt” for Kent Company from modify the 
terms of notes transaction. 

15. Kent Company had 480,000 shares of common stock outstanding on January 1, 2007. During the year 
2007 the company issued 18,000 shares on March 1, 30,000 shares on July 1, and issued, at par, 1,000 each 
par value $1,000, 5% bonds on November 1, each convertible into 60 shares of common stock. If the bonds 
has diluted effect.  

Instruction: 
Please compute the weighted average number of shares outstanding for calculating diluted earnings per 
share. 

 

16. Kent Company began operations at the beginning of 2007, The “Service Revenue” recognized under 
financial reporting and tax return from 2007 to 2010 as following: 

 2007 2008 2009 2010 

For financial reporting $1,440,000 $2,340,000 $1,234,000 $  980,000 

For tax return 540,000 1,200,000 1,080,000 1,600,000 

The tax rate for all year is 30%. 

Instruction: 
Please compute the Deferred Tax Assets (or Liabilities) that should appear on the December 31, 2008, 
balance sheet. (請註明金額並說明是 Deferred Tax Assets 或 Deferred Tax Liabilities) 
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17. The following data is about Kent Company for year 2007:  
Cash flow from operating activities, $ 400,000 
Cash received from sale of equipment（include Loss on sales of equipment $20,000）, $170,000 
Depreciation expense  $45,000 
Bad debt expense (record on 12/31/2007) $20,000 
Decrease in accounts receivable for year 2007, $30,000 
Increase in interest payable, $10,000 

Instruction: 
Please compute the amount of “Net income” for year 2007. 

 
18. On January 1, 2008, Kent company sold equipment with an estimated useful life of 10 years. At the 
same time, Kent leased back the equipment for 6 years, it is operating lease. The sales price of the equipment 
was $410,000, the carrying amount $379,000, the fair value of equipment $350,000, and the annual rental 
$30,000. Kent Company depreciates all asset using the sum-of-the-years’-digits depreciation method. 

Instruction: 
Please compute the “Rent Expense” would be reported on Kent Company’s income statement for the 
sale-leaseback transaction during year 2008. 

 

二、綜合題(共 28 分，每小題配分詳各題所列示分數)： 

1.(8 分) The reported net incomes for the first 2 years of Kent Company, were as follows:2006, $294,000; 
2007, $370,000. Early in 2008, the following errors were discovered. 

(1) Depreciation of equipment for 2006 was overstated $34,000. 
(2) Depreciation of equipment for 2007 was understated $77,000. 
(3) December 31, 2006, inventory was understated $100,000. 
(4) December 31, 2007, inventory was overstated $32,400 

Instructions (Ignore income tax considerations): 

(1)Please compute the correct net income for year 2007. 
(2)Prepare the correcting entry necessary when these errors are discovered early in year 2008 (全部更正

項目，請以一個分錄列示，否則不給分). Assume that the books of year 2007 had been closed. 
 
2.(6 分)Kent Company changed from the completed-contract to the percentage-of-completion method of 
accounting for long-term construction contracts during 2008. For tax purposes, the company employs the 
completed-contract method and will continue this approach in the future. The appropriate information related 
to this change is as follows. 
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  Pretax Income from 

Year  Percentage-of-Completion  Completed-Contract 

2006 $380,000 $390,000 

2007 400,000 300,000 

2008 700,000 480,000 

Instruction: 
Assuming that the tax rate is 30%, what entry(ies) are necessary to adjust the accounting records for the 
change in accounting principle? 

 
3. (14 分)Kent Company sponsors a defined benefit pension plan for its employees. On January 1, 2007, 
the following balances related to this plan: 

(1) Plan assets, $154,600. 
(2) Projected benefit obligation, $260,000. 
(3) Prepaid/accrued pension cost    ? (請自行計算) 
(4) Unrecognized prior service cost, $32,000. 
(5) Unrecognized net gain or loss, $29,940 (loss). 
(6) Additional pension liabilities, $37,000. 
(7) Intangible assets-deferred pension cost $32,000. 
(8) Have other related accounts. 

The actuary provided the following additional data for year 2007: 
Service cost for 2007 $15,000 
Settlement rate, 10%; expected return rate, 10%  
Actual return on assets in 2007 17,000 
Amortization of prior service cost in 2007 10,000 
Contributions in 2007 20,000 
Benefits paid retirees in 2007 10,500 
Change in actuarial assumptions establish the end-of-year projected benefit obligation at $300,000
Average remaining service life of active employees 10 years 
Accumulated benefit obligation at 12/31/2007 280,000 

Instruction: 
Please prepare all the December 31, 2007 journal entries related to the pension plan (假設該公司不做迴

轉分錄，若以做迴轉分錄解題者，不給分). 

 


