The University of Texas at El Paso

College of Business Administration, Department of Accounting

ACCT 3321-Intermediate Accounting I

In-Class Exercise ICC10b, Fall Semester 2004
Construction Period Interest and Disposition of Assets
1. On March 1, 2004 Spencer Company purchased a piece of land on which it planned to build an office building.  The following information pertains to the purchase of the land and the subsequent costs incurred to build the office building.


[image: image1.emf]DATE DESCRIPTION AMOUNT

3/1 Purchase price 250,000

Closing costs including attorney fees 45,000

City assessment for pavement and sidewalks 25,000

4/1 Removal of old structure located on site 75,000

Receipt of funds from sale of salvage 20,000

Site preparation 70,000

Architects fees 50,000

Building permit and city fees 10,000

Construction draw-general contractor 200,000

5/1 Construction draw-general contractor 270,000

6/1 Construction draw-general contractor 174,000

7/1 Construction draw-general contractor 225,000

8/1 Construction draw-general contractor 126,000


The building was complete and ready for occupancy on August 31, 2004.  Spencer Company took possession on that date and began using the building as its corporate headquarters.
To help finance the construction of the new office building Spencer Company took out a $500,000 construction loan on March 1, 2004.  The construction loan was a 5-year, 14% note payable with interest paid on a monthly basis at the end of each month.  The first interest payment was made on March 31, 2004.  The company had the following general debt outstanding during 2004.


[image: image2.emf]General Borrowing: Amount

15-year, 10% note payable, dated December 31, 

2000, with interest payable annually on 

December 31 600,000

5-year, 5% note payable, dated January 1, 2002, 

with interest payable annually on January 1 400,000


Using the format provided calculate the weighted-average accumulated expenditures for the construction of the office building.


[image: image3.emf]Date Amount

3/1 320,000 1 320,000

4/1 385,000 5/6 320,833

5/1 270,000 4/6 180,000

6/1 174,000 3/6 87,000

7/1 225,000 2/6 75,000

8/1 126,000 1/6 21,000

1,500,000 1,003,833

Expenditures

WEIGHTED-AVERAGE ACCUMULATED EXPENDITURES

Capitalization 

Period

Weighted-Average 

Accumulated Expenditures


Using the format provided calculate the weighted-average interest rate for Spencer Company.

[image: image4.emf]Debt Instrument Principal

Interest 

Rate

Annual 

Interest

15-year, 10% note payable, dated December 31, 

2000, with interest payable annually on 

December 31 600,000 10% 60,000

5-year, 5% note payable, dated January 1, 2002, 

with interest payable annually on January 1 400,000 5% 20,000

Totals 1,000,000 80,000

Weighted-Average Interest Rate:

  Total interest 80,000

  Principal 1,000,000

Weighted-Average Interest Rate

General Debt

8.00%


Using the format provided calculate the avoidable interest related to the construction of the office building.

[image: image5.emf]Type of Debt

Weighted-Average 

Accumulated Expenditures

Interest 

Rate Period

Avoidable 

Interest

Construction loan 500,000  14.00% 6/12 35,000

General Debt 503,833  8.00% 6/12 20,153

1,003,833 55,153

Avoidable Interest


Assume that interest is accrued and/or paid on a monthly basis, calculate the amount of interest expense that would have accrued in the general ledger for the six-months of 2004 ending August 31.  


[image: image6.emf]Debt Instrument Principal

Interest 

Rate Period

Interest 

Expense

Construction loan:

5-year, 14% note payable, dated March 1, 

2004, with interest payable monthly 500,000  14.00% 6/12 35,000

General debt:

15-year, 10% note payable, dated 

December 31, 2000, with interest payable 

annually on December 31 600,000 10.00% 6/12 30,000

5-year, 5% note payable, dated January 1, 

2002, with interest payable annually on 

January 1 400,000 5.00% 6/12 10,000

Total interest expense 1,500,000 75,000

Actual Interest


Prepare the adjusting journal entry to capitalize construction period interest associated with the construction of the office building.


[image: image7.emf]ACCOUNT DEBIT CREDIT

Office building 55,153

  Interest expense 55,153

To capitalize construction period interest


2. Spencer Company traded a GMC van for a Ford panel truck.  This is considered a like-kind exchange.  The company had originally paid $100,000 for the GMC van and had taken accumulated depreciation up to the date of exchange of $40,000.  The fair value of the Ford panel truck was $60,000.  Spencer Company received $5,000 in cash in the exchange.  
Using the format provided calculate the gain or loss on the exchange.


[image: image8.emf]Gain (loss) on exchange of GMC:

Original cost 100,000

Accumulated depreciation 40,000

Book value 60,000

Fair value of GMC 65,000

Realized gain (loss) 5,000

Recognized gain 385

Deferred gain 4,615


If you have a gain calculate the amount that will be recognized and enter this amount in the previous format so that you can calculate the deferred gain.


[image: image9.emf]Analysis of gain to be recognized:

Realized gain 5,000

Multiplied by factor 7.69%

Recognized gain 385

Analysis of factor:

BOOT (cash received) 5,000

Fair value of exchange 65,000

7.69%


Once you have calculated the deferred gain calculate the basis in the Ford panel truck using the format provided below.


[image: image10.emf]Analysis of basis in Ford:

Fair value of Ford 60,000

Less deferred gain 4,615

Basis in Ford 55,385


Based on the above analysis prepare the general journal entry to record the exchange.


[image: image11.emf]ACCOUNT DEBIT CREDIT

Cash 5,000

Ford panel truck 55,385

Accumulated depreciation, GMC 40,000

GMC van 100,000

Gain on exchange 385

To record the exchange of GMC for Ford 
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Construction Period Interest

		DATE		DESCRIPTION		AMOUNT

		3/1		Purchase price		250,000

				Closing costs including attorney fees		45,000

				City assessment for pavement and sidewalks		25,000		320,000

		4/1		Removal of old structure located on site		75,000

				Receipt of funds from sale of salvage		20,000

				Site preparation		70,000		125,000

				Architects fees		50,000

				Building permit and city fees		10,000		60,000

				Construction draw-general contractor		200,000

		5/1		Construction draw-general contractor		270,000

		6/1		Construction draw-general contractor		174,000

		7/1		Construction draw-general contractor		225,000

		8/1		Construction draw-general contractor		126,000		995,000		1,500,000





WAAE

		WEIGHTED-AVERAGE ACCUMULATED EXPENDITURES

		Expenditures				Capitalization Period		Weighted-Average Accumulated Expenditures

		Date		Amount

		3/1		320,000		1		320,000

		4/1		385,000		5/6		320,833

		5/1		270,000		4/6		180,000

		6/1		174,000		3/6		87,000

		7/1		225,000		2/6		75,000

		8/1		126,000		1/6		21,000

				1,500,000				1,003,833

		WEIGHTED-AVERAGE ACCUMULATED EXPENDITURES

		Expenditures				Capitalization Period		Weighted-Average Accumulated Expenditures

		Date		Amount

				$				$

				$				$

				$				$

				$				$

				$				$

				$				$

				$				$





WAIR

		General Borrowing:		Amount

		15-year, 10% note payable, dated December 31, 2000, with interest payable annually on December 31		600,000

		5-year, 5% note payable, dated January 1, 2002, with interest payable annually on January 1		400,000

		Construction Loan:

		5-year, 14% note payable, dated March 1, 2004, with interest payable monthly		500,000

		Weighted-Average Interest Rate

		General Debt

		Debt Instrument		Principal		Interest Rate		Annual Interest

		15-year, 10% note payable, dated December 31, 2000, with interest payable annually on December 31		600,000		10%		60,000

		5-year, 5% note payable, dated January 1, 2002, with interest payable annually on January 1		400,000		5%		20,000

		Totals		1,000,000				80,000

		Weighted-Average Interest Rate:

		Total interest		80,000		8.00%

		Principal		1,000,000

		Weighted-Average Interest Rate

		General Debt

		Debt Instrument		Principal		Interest Rate		Annual Interest

		15-year, 10% note payable, dated December 31, 2000, with interest payable annually on December 31		$		%		$

		5-year, 5% note payable, dated January 1, 2002, with interest payable annually on January 1		$		%		$

		Totals		$				$

		Weighted-Average Interest Rate:

		Total interest		$		%

		Principal		$





Avoidable Interest

		Avoidable Interest

		Type of Debt		Weighted-Average Accumulated Expenditures		Interest Rate		Period		Avoidable Interest

		Construction loan		500,000		14.00%		6/12		35,000

		General Debt		503,833		8.00%		6/12		20,153

				1,003,833						55,153

		Avoidable Interest

		Type of Debt		Weighted-Average Accumulated Expenditures		Interest Rate		Period		Avoidable Interest

		Construction loan		$		%				$

		General Debt		$		%				$

				$						$





Actual Interest

		Actual Interest

		Debt Instrument		Principal		Interest Rate		Period		Interest Expense

		Construction loan:

		5-year, 14% note payable, dated March 1, 2004, with interest payable monthly		500,000		14.00%		6/12		35,000

		General debt:

		15-year, 10% note payable, dated December 31, 2000, with interest payable annually on December 31		600,000		10.00%		6/12		30,000

		5-year, 5% note payable, dated January 1, 2002, with interest payable annually on January 1		400,000		5.00%		6/12		10,000

		Total interest expense		1,500,000						75,000

		Actual Interest

		Debt Instrument		Principal		Interest Rate		Period		Interest Expense

		Construction loan:

		5-year, 14% note payable, dated March 1, 2004, with interest payable monthly		$		%				$

		General debt:

		15-year, 10% note payable, dated December 31, 2000, with interest payable annually on December 31		$		%				$

		5-year, 5% note payable, dated January 1, 2002, with interest payable annually on January 1		$		%				$

		Total interest expense		$						$





Journal Entry

		ACCOUNT		DEBIT		CREDIT

		Office building		55,153

		Interest expense				55,153

		To capitalize construction period interest

		ACCOUNT		DEBIT		CREDIT

		Office building

		Interest expense

		To capitalize construction period interest





Nonmonetary Exchange

		Gain (loss) on exchange of GMC:

		Original cost		100,000

		Accumulated depreciation		40,000

		Book value		60,000

		Fair value of GMC		65,000

		Realized gain (loss)		5,000

		Recognized gain		385

		Deferred gain				4,615

		Analysis of gain to be recognized:

		Realized gain		5,000

		Multiplied by factor		7.69%

		Recognized gain				385

		Analysis of factor:

		BOOT (cash received)		5,000		7.69%

		Fair value of exchange		65,000

		Analysis of basis in Ford:

		Fair value of Ford		60,000

		Less deferred gain		4,615

		Basis in Ford				55,385

		ACCOUNT		DEBIT		CREDIT

		Cash		5,000

		Ford panel truck		55,385

		Accumulated depreciation, GMC		40,000

		GMC van				100,000

		Gain on exchange				385

		To record the exchange of GMC for Ford

		Gain (loss) on exchange of GMC:

		Original cost		$

		Accumulated depreciation		$

		Book value		$

		Fair value of GMC		$

		Realized gain (loss)		$

		Recognized gain		$

		Deferred gain				$

		Analysis of gain to be recognized:

		Realized gain		$

		Multiplied by factor		%

		Recognized gain				$

		Analysis of factor:

		BOOT (cash received)		$		%

		Fair value of exchange		$

		Analysis of basis in Ford:

		Fair value of Ford		$

		Less deferred gain		$

		Basis in Ford				$

		ACCOUNT		DEBIT		CREDIT

		Cash

		Ford panel truck

		Accumulated depreciation, GMC

		GMC van

		Gain on exchange

		To record the exchange of GMC for Ford
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Construction Period Interest

		DATE		DESCRIPTION		AMOUNT

		3/1		Purchase price		250,000

				Closing costs including attorney fees		45,000

				City assessment for pavement and sidewalks		25,000		320,000

		4/1		Removal of old structure located on site		75,000

				Receipt of funds from sale of salvage		20,000

				Site preparation		70,000		125,000

				Architects fees		50,000

				Building permit and city fees		10,000		60,000

				Construction draw-general contractor		200,000

		5/1		Construction draw-general contractor		270,000

		6/1		Construction draw-general contractor		174,000

		7/1		Construction draw-general contractor		225,000

		8/1		Construction draw-general contractor		126,000		995,000		1,500,000





WAAE

		WEIGHTED-AVERAGE ACCUMULATED EXPENDITURES

		Expenditures				Capitalization Period		Weighted-Average Accumulated Expenditures

		Date		Amount

		3/1		320,000		1		320,000

		4/1		385,000		5/6		320,833

		5/1		270,000		4/6		180,000

		6/1		174,000		3/6		87,000

		7/1		225,000		2/6		75,000

		8/1		126,000		1/6		21,000

				1,500,000				1,003,833

		WEIGHTED-AVERAGE ACCUMULATED EXPENDITURES

		Expenditures				Capitalization Period		Weighted-Average Accumulated Expenditures

		Date		Amount

				$				$

				$				$

				$				$

				$				$

				$				$

				$				$

				$				$





WAIR

		General Borrowing:		Amount

		15-year, 10% note payable, dated December 31, 2000, with interest payable annually on December 31		600,000

		5-year, 5% note payable, dated January 1, 2002, with interest payable annually on January 1		400,000

		Construction Loan:

		5-year, 14% note payable, dated March 1, 2004, with interest payable monthly		500,000

		Weighted-Average Interest Rate

		General Debt

		Debt Instrument		Principal		Interest Rate		Annual Interest

		15-year, 10% note payable, dated December 31, 2000, with interest payable annually on December 31		600,000		10%		60,000

		5-year, 5% note payable, dated January 1, 2002, with interest payable annually on January 1		400,000		5%		20,000

		Totals		1,000,000				80,000

		Weighted-Average Interest Rate:

		Total interest		80,000		8.00%

		Principal		1,000,000

		Weighted-Average Interest Rate

		General Debt

		Debt Instrument		Principal		Interest Rate		Annual Interest

		15-year, 10% note payable, dated December 31, 2000, with interest payable annually on December 31		$		%		$

		5-year, 5% note payable, dated January 1, 2002, with interest payable annually on January 1		$		%		$

		Totals		$				$

		Weighted-Average Interest Rate:

		Total interest		$		%

		Principal		$





Avoidable Interest

		Avoidable Interest

		Type of Debt		Weighted-Average Accumulated Expenditures		Interest Rate		Period		Avoidable Interest

		Construction loan		500,000		14.00%		6/12		35,000

		General Debt		503,833		8.00%		6/12		20,153

				1,003,833						55,153

		Avoidable Interest

		Type of Debt		Weighted-Average Accumulated Expenditures		Interest Rate		Period		Avoidable Interest

		Construction loan		$		%				$

		General Debt		$		%				$

				$						$





Actual Interest

		Actual Interest

		Debt Instrument		Principal		Interest Rate		Period		Interest Expense

		Construction loan:

		5-year, 14% note payable, dated March 1, 2004, with interest payable monthly		500,000		14.00%		6/12		35,000

		General debt:

		15-year, 10% note payable, dated December 31, 2000, with interest payable annually on December 31		600,000		10.00%		6/12		30,000

		5-year, 5% note payable, dated January 1, 2002, with interest payable annually on January 1		400,000		5.00%		6/12		10,000

		Total interest expense		1,500,000						75,000

		Actual Interest

		Debt Instrument		Principal		Interest Rate		Period		Interest Expense

		Construction loan:

		5-year, 14% note payable, dated March 1, 2004, with interest payable monthly		$		%				$

		General debt:

		15-year, 10% note payable, dated December 31, 2000, with interest payable annually on December 31		$		%				$

		5-year, 5% note payable, dated January 1, 2002, with interest payable annually on January 1		$		%				$

		Total interest expense		$						$





Journal Entry

		ACCOUNT		DEBIT		CREDIT

		Office building		55,153

		Interest expense				55,153

		To capitalize construction period interest

		ACCOUNT		DEBIT		CREDIT

		Office building

		Interest expense

		To capitalize construction period interest





Nonmonetary Exchange

		Gain (loss) on exchange of GMC:

		Original cost		100,000

		Accumulated depreciation		40,000

		Book value		60,000

		Fair value of GMC		65,000

		Realized gain (loss)		5,000

		Recognized gain		385

		Deferred gain				4,615

		Analysis of gain to be recognized:

		Realized gain		5,000

		Multiplied by factor		7.69%

		Recognized gain				385

		Analysis of factor:

		BOOT (cash received)		5,000		7.69%

		Fair value of exchange		65,000

		Analysis of basis in Ford:

		Fair value of Ford		60,000

		Less deferred gain		4,615

		Basis in Ford				55,385

		ACCOUNT		DEBIT		CREDIT

		Cash		5,000

		Ford panel truck		55,385

		Accumulated depreciation, GMC		40,000

		GMC van				100,000

		Gain on exchange				385

		To record the exchange of GMC for Ford

		Gain (loss) on exchange of GMC:

		Original cost		$

		Accumulated depreciation		$

		Book value		$

		Fair value of GMC		$

		Realized gain (loss)		$

		Recognized gain		$

		Deferred gain				$

		Analysis of gain to be recognized:

		Realized gain		$

		Multiplied by factor		%

		Recognized gain				$

		Analysis of factor:

		BOOT (cash received)		$		%

		Fair value of exchange		$

		Analysis of basis in Ford:

		Fair value of Ford		$

		Less deferred gain		$

		Basis in Ford				$

		ACCOUNT		DEBIT		CREDIT

		Cash

		Ford panel truck

		Accumulated depreciation, GMC

		GMC van

		Gain on exchange

		To record the exchange of GMC for Ford
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Construction Period Interest

		DATE		DESCRIPTION		AMOUNT

		3/1		Purchase price		250,000

				Closing costs including attorney fees		45,000

				City assessment for pavement and sidewalks		25,000		320,000

		4/1		Removal of old structure located on site		75,000

				Receipt of funds from sale of salvage		20,000

				Site preparation		70,000		125,000

				Architects fees		50,000

				Building permit and city fees		10,000		60,000

				Construction draw-general contractor		200,000

		5/1		Construction draw-general contractor		270,000

		6/1		Construction draw-general contractor		174,000

		7/1		Construction draw-general contractor		225,000

		8/1		Construction draw-general contractor		126,000		995,000		1,500,000





WAAE

		WEIGHTED-AVERAGE ACCUMULATED EXPENDITURES

		Expenditures				Capitalization Period		Weighted-Average Accumulated Expenditures

		Date		Amount

		3/1		320,000		1		320,000

		4/1		385,000		5/6		320,833

		5/1		270,000		4/6		180,000

		6/1		174,000		3/6		87,000

		7/1		225,000		2/6		75,000

		8/1		126,000		1/6		21,000

				1,500,000				1,003,833

		WEIGHTED-AVERAGE ACCUMULATED EXPENDITURES

		Expenditures				Capitalization Period		Weighted-Average Accumulated Expenditures

		Date		Amount

				$				$

				$				$

				$				$

				$				$

				$				$

				$				$

				$				$





WAIR

		General Borrowing:		Amount

		15-year, 10% note payable, dated December 31, 2000, with interest payable annually on December 31		600,000

		5-year, 5% note payable, dated January 1, 2002, with interest payable annually on January 1		400,000

		Construction Loan:

		5-year, 14% note payable, dated March 1, 2004, with interest payable monthly		500,000

		Weighted-Average Interest Rate

		General Debt

		Debt Instrument		Principal		Interest Rate		Annual Interest

		15-year, 10% note payable, dated December 31, 2000, with interest payable annually on December 31		600,000		10%		60,000

		5-year, 5% note payable, dated January 1, 2002, with interest payable annually on January 1		400,000		5%		20,000

		Totals		1,000,000				80,000

		Weighted-Average Interest Rate:

		Total interest		80,000		8.00%

		Principal		1,000,000

		Weighted-Average Interest Rate

		General Debt

		Debt Instrument		Principal		Interest Rate		Annual Interest

		15-year, 10% note payable, dated December 31, 2000, with interest payable annually on December 31		$		%		$

		5-year, 5% note payable, dated January 1, 2002, with interest payable annually on January 1		$		%		$

		Totals		$				$

		Weighted-Average Interest Rate:

		Total interest		$		%

		Principal		$





Avoidable Interest

		Avoidable Interest

		Type of Debt		Weighted-Average Accumulated Expenditures		Interest Rate		Period		Avoidable Interest

		Construction loan		500,000		14.00%		6/12		35,000

		General Debt		503,833		8.00%		6/12		20,153

				1,003,833						55,153

		Avoidable Interest

		Type of Debt		Weighted-Average Accumulated Expenditures		Interest Rate		Period		Avoidable Interest

		Construction loan		$		%				$

		General Debt		$		%				$

				$						$





Actual Interest

		Actual Interest

		Debt Instrument		Principal		Interest Rate		Period		Interest Expense

		Construction loan:

		5-year, 14% note payable, dated March 1, 2004, with interest payable monthly		500,000		14.00%		6/12		35,000

		General debt:

		15-year, 10% note payable, dated December 31, 2000, with interest payable annually on December 31		600,000		10.00%		6/12		30,000

		5-year, 5% note payable, dated January 1, 2002, with interest payable annually on January 1		400,000		5.00%		6/12		10,000

		Total interest expense		1,500,000						75,000

		Actual Interest

		Debt Instrument		Principal		Interest Rate		Period		Interest Expense

		Construction loan:

		5-year, 14% note payable, dated March 1, 2004, with interest payable monthly		$		%				$

		General debt:

		15-year, 10% note payable, dated December 31, 2000, with interest payable annually on December 31		$		%				$

		5-year, 5% note payable, dated January 1, 2002, with interest payable annually on January 1		$		%				$

		Total interest expense		$						$





Journal Entry

		ACCOUNT		DEBIT		CREDIT

		Office building		55,153

		Interest expense				55,153

		To capitalize construction period interest

		ACCOUNT		DEBIT		CREDIT

		Office building

		Interest expense

		To capitalize construction period interest





Nonmonetary Exchange

		Gain (loss) on exchange of GMC:

		Original cost		100,000

		Accumulated depreciation		40,000

		Book value		60,000

		Fair value of GMC		65,000

		Realized gain (loss)		5,000

		Recognized gain		385

		Deferred gain				4,615

		Analysis of gain to be recognized:

		Realized gain		5,000

		Multiplied by factor		7.69%

		Recognized gain				385

		Analysis of factor:

		BOOT (cash received)		5,000		7.69%

		Fair value of exchange		65,000

		Analysis of basis in Ford:

		Fair value of Ford		60,000

		Less deferred gain		4,615

		Basis in Ford				55,385

		ACCOUNT		DEBIT		CREDIT

		Cash		5,000

		Ford panel truck		55,385

		Accumulated depreciation, GMC		40,000

		GMC van				100,000

		Gain on exchange				385

		To record the exchange of GMC for Ford

		Gain (loss) on exchange of GMC:

		Original cost		$

		Accumulated depreciation		$

		Book value		$

		Fair value of GMC		$

		Realized gain (loss)		$

		Recognized gain		$

		Deferred gain				$

		Analysis of gain to be recognized:

		Realized gain		$

		Multiplied by factor		%

		Recognized gain				$

		Analysis of factor:

		BOOT (cash received)		$		%

		Fair value of exchange		$

		Analysis of basis in Ford:

		Fair value of Ford		$

		Less deferred gain		$

		Basis in Ford				$

		ACCOUNT		DEBIT		CREDIT

		Cash

		Ford panel truck

		Accumulated depreciation, GMC

		GMC van

		Gain on exchange

		To record the exchange of GMC for Ford
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Construction Period Interest

		DATE		DESCRIPTION		AMOUNT

		3/1		Purchase price		250,000

				Closing costs including attorney fees		45,000

				City assessment for pavement and sidewalks		25,000		320,000

		4/1		Removal of old structure located on site		75,000

				Receipt of funds from sale of salvage		20,000

				Site preparation		70,000		125,000

				Architects fees		50,000

				Building permit and city fees		10,000		60,000

				Construction draw-general contractor		200,000

		5/1		Construction draw-general contractor		270,000

		6/1		Construction draw-general contractor		174,000

		7/1		Construction draw-general contractor		225,000

		8/1		Construction draw-general contractor		126,000		995,000		1,500,000





WAAE

		WEIGHTED-AVERAGE ACCUMULATED EXPENDITURES

		Expenditures				Capitalization Period		Weighted-Average Accumulated Expenditures

		Date		Amount

		3/1		320,000		1		320,000

		4/1		385,000		5/6		320,833

		5/1		270,000		4/6		180,000

		6/1		174,000		3/6		87,000

		7/1		225,000		2/6		75,000

		8/1		126,000		1/6		21,000

				1,500,000				1,003,833

		WEIGHTED-AVERAGE ACCUMULATED EXPENDITURES

		Expenditures				Capitalization Period		Weighted-Average Accumulated Expenditures

		Date		Amount

				$				$

				$				$

				$				$

				$				$

				$				$

				$				$

				$				$





WAIR

		General Borrowing:		Amount

		15-year, 10% note payable, dated December 31, 2000, with interest payable annually on December 31		600,000

		5-year, 5% note payable, dated January 1, 2002, with interest payable annually on January 1		400,000

		Construction Loan:

		5-year, 14% note payable, dated March 1, 2004, with interest payable monthly		500,000

		Weighted-Average Interest Rate

		General Debt

		Debt Instrument		Principal		Interest Rate		Annual Interest

		15-year, 10% note payable, dated December 31, 2000, with interest payable annually on December 31		600,000		10%		60,000

		5-year, 5% note payable, dated January 1, 2002, with interest payable annually on January 1		400,000		5%		20,000

		Totals		1,000,000				80,000

		Weighted-Average Interest Rate:

		Total interest		80,000		8.00%

		Principal		1,000,000

		Weighted-Average Interest Rate

		General Debt

		Debt Instrument		Principal		Interest Rate		Annual Interest

		15-year, 10% note payable, dated December 31, 2000, with interest payable annually on December 31		$		%		$

		5-year, 5% note payable, dated January 1, 2002, with interest payable annually on January 1		$		%		$

		Totals		$				$

		Weighted-Average Interest Rate:

		Total interest		$		%

		Principal		$





Avoidable Interest

		Avoidable Interest

		Type of Debt		Weighted-Average Accumulated Expenditures		Interest Rate		Period		Avoidable Interest

		Construction loan		500,000		14.00%		6/12		35,000

		General Debt		503,833		8.00%		6/12		20,153

				1,003,833						55,153

		Avoidable Interest

		Type of Debt		Weighted-Average Accumulated Expenditures		Interest Rate		Period		Avoidable Interest

		Construction loan		$		%				$

		General Debt		$		%				$

				$						$





Actual Interest

		Actual Interest

		Debt Instrument		Principal		Interest Rate		Period		Interest Expense

		Construction loan:

		5-year, 14% note payable, dated March 1, 2004, with interest payable monthly		500,000		14.00%		6/12		35,000

		General debt:

		15-year, 10% note payable, dated December 31, 2000, with interest payable annually on December 31		600,000		10.00%		6/12		30,000

		5-year, 5% note payable, dated January 1, 2002, with interest payable annually on January 1		400,000		5.00%		6/12		10,000

		Total interest expense		1,500,000						75,000

		Actual Interest

		Debt Instrument		Principal		Interest Rate		Period		Interest Expense

		Construction loan:

		5-year, 14% note payable, dated March 1, 2004, with interest payable monthly		$		%				$

		General debt:

		15-year, 10% note payable, dated December 31, 2000, with interest payable annually on December 31		$		%				$

		5-year, 5% note payable, dated January 1, 2002, with interest payable annually on January 1		$		%				$

		Total interest expense		$						$





Journal Entry

		ACCOUNT		DEBIT		CREDIT

		Office building		55,153

		Interest expense				55,153

		To capitalize construction period interest

		ACCOUNT		DEBIT		CREDIT

		Office building

		Interest expense

		To capitalize construction period interest





Nonmonetary Exchange

		Gain (loss) on exchange of GMC:

		Original cost		100,000

		Accumulated depreciation		40,000

		Book value		60,000

		Fair value of GMC		65,000

		Realized gain (loss)		5,000

		Recognized gain		385

		Deferred gain				4,615

		Analysis of gain to be recognized:

		Realized gain		5,000

		Multiplied by factor		7.69%

		Recognized gain				385

		Analysis of factor:

		BOOT (cash received)		5,000		7.69%

		Fair value of exchange		65,000

		Analysis of basis in Ford:

		Fair value of Ford		60,000

		Less deferred gain		4,615

		Basis in Ford				55,385

		ACCOUNT		DEBIT		CREDIT

		Cash		5,000

		Ford panel truck		55,385

		Accumulated depreciation, GMC		40,000

		GMC van				100,000

		Gain on exchange				385

		To record the exchange of GMC for Ford

		Gain (loss) on exchange of GMC:

		Original cost		$

		Accumulated depreciation		$

		Book value		$

		Fair value of GMC		$

		Realized gain (loss)		$

		Recognized gain		$

		Deferred gain				$

		Analysis of gain to be recognized:

		Realized gain		$

		Multiplied by factor		%

		Recognized gain				$

		Analysis of factor:

		BOOT (cash received)		$		%

		Fair value of exchange		$

		Analysis of basis in Ford:

		Fair value of Ford		$

		Less deferred gain		$

		Basis in Ford				$

		ACCOUNT		DEBIT		CREDIT

		Cash

		Ford panel truck

		Accumulated depreciation, GMC

		GMC van

		Gain on exchange

		To record the exchange of GMC for Ford
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Construction Period Interest

		DATE		DESCRIPTION		AMOUNT

		3/1		Purchase price		250,000

				Closing costs including attorney fees		45,000

				City assessment for pavement and sidewalks		25,000		320,000

		4/1		Removal of old structure located on site		75,000

				Receipt of funds from sale of salvage		20,000

				Site preparation		70,000		125,000

				Architects fees		50,000

				Building permit and city fees		10,000		60,000

				Construction draw-general contractor		200,000

		5/1		Construction draw-general contractor		270,000

		6/1		Construction draw-general contractor		174,000

		7/1		Construction draw-general contractor		225,000

		8/1		Construction draw-general contractor		126,000		995,000		1,500,000





WAAE

		WEIGHTED-AVERAGE ACCUMULATED EXPENDITURES

		Expenditures				Capitalization Period		Weighted-Average Accumulated Expenditures

		Date		Amount

		3/1		320,000		1		320,000

		4/1		385,000		5/6		320,833

		5/1		270,000		4/6		180,000

		6/1		174,000		3/6		87,000

		7/1		225,000		2/6		75,000

		8/1		126,000		1/6		21,000

				1,500,000				1,003,833

		WEIGHTED-AVERAGE ACCUMULATED EXPENDITURES

		Expenditures				Capitalization Period		Weighted-Average Accumulated Expenditures

		Date		Amount

				$				$

				$				$

				$				$

				$				$

				$				$

				$				$

				$				$





WAIR

		General Borrowing:		Amount

		15-year, 10% note payable, dated December 31, 2000, with interest payable annually on December 31		600,000

		5-year, 5% note payable, dated January 1, 2002, with interest payable annually on January 1		400,000

		Construction Loan:

		5-year, 14% note payable, dated March 1, 2004, with interest payable monthly		500,000

		Weighted-Average Interest Rate

		General Debt

		Debt Instrument		Principal		Interest Rate		Annual Interest

		15-year, 10% note payable, dated December 31, 2000, with interest payable annually on December 31		600,000		10%		60,000

		5-year, 5% note payable, dated January 1, 2002, with interest payable annually on January 1		400,000		5%		20,000

		Totals		1,000,000				80,000

		Weighted-Average Interest Rate:

		Total interest		80,000		8.00%

		Principal		1,000,000

		Weighted-Average Interest Rate

		General Debt

		Debt Instrument		Principal		Interest Rate		Annual Interest

		15-year, 10% note payable, dated December 31, 2000, with interest payable annually on December 31		$		%		$

		5-year, 5% note payable, dated January 1, 2002, with interest payable annually on January 1		$		%		$

		Totals		$				$

		Weighted-Average Interest Rate:

		Total interest		$		%

		Principal		$





Avoidable Interest

		Avoidable Interest

		Type of Debt		Weighted-Average Accumulated Expenditures		Interest Rate		Period		Avoidable Interest

		Construction loan		500,000		14.00%		6/12		35,000

		General Debt		503,833		8.00%		6/12		20,153

				1,003,833						55,153

		Avoidable Interest

		Type of Debt		Weighted-Average Accumulated Expenditures		Interest Rate		Period		Avoidable Interest

		Construction loan		$		%				$

		General Debt		$		%				$

				$						$





Actual Interest

		Actual Interest

		Debt Instrument		Principal		Interest Rate		Period		Interest Expense

		Construction loan:

		5-year, 14% note payable, dated March 1, 2004, with interest payable monthly		500,000		14.00%		6/12		35,000

		General debt:

		15-year, 10% note payable, dated December 31, 2000, with interest payable annually on December 31		600,000		10.00%		6/12		30,000

		5-year, 5% note payable, dated January 1, 2002, with interest payable annually on January 1		400,000		5.00%		6/12		10,000

		Total interest expense		1,500,000						75,000

		Actual Interest

		Debt Instrument		Principal		Interest Rate		Period		Interest Expense

		Construction loan:

		5-year, 14% note payable, dated March 1, 2004, with interest payable monthly		$		%				$

		General debt:

		15-year, 10% note payable, dated December 31, 2000, with interest payable annually on December 31		$		%				$

		5-year, 5% note payable, dated January 1, 2002, with interest payable annually on January 1		$		%				$

		Total interest expense		$						$





Journal Entry

		ACCOUNT		DEBIT		CREDIT

		Office building		55,153

		Interest expense				55,153

		To capitalize construction period interest

		ACCOUNT		DEBIT		CREDIT

		Office building

		Interest expense

		To capitalize construction period interest





Nonmonetary Exchange

		Gain (loss) on exchange of GMC:

		Original cost		100,000

		Accumulated depreciation		40,000

		Book value		60,000

		Fair value of GMC		65,000

		Realized gain (loss)		5,000

		Recognized gain		385

		Deferred gain				4,615

		Analysis of gain to be recognized:

		Realized gain		5,000

		Multiplied by factor		7.69%

		Recognized gain				385

		Analysis of factor:

		BOOT (cash received)		5,000		7.69%

		Fair value of exchange		65,000

		Analysis of basis in Ford:

		Fair value of Ford		60,000

		Less deferred gain		4,615

		Basis in Ford				55,385

		ACCOUNT		DEBIT		CREDIT

		Cash		5,000

		Ford panel truck		55,385

		Accumulated depreciation, GMC		40,000

		GMC van				100,000

		Gain on exchange				385

		To record the exchange of GMC for Ford

		Gain (loss) on exchange of GMC:

		Original cost		$

		Accumulated depreciation		$

		Book value		$

		Fair value of GMC		$

		Realized gain (loss)		$

		Recognized gain		$

		Deferred gain				$

		Analysis of gain to be recognized:

		Realized gain		$

		Multiplied by factor		%

		Recognized gain				$

		Analysis of factor:

		BOOT (cash received)		$		%

		Fair value of exchange		$

		Analysis of basis in Ford:

		Fair value of Ford		$

		Less deferred gain		$

		Basis in Ford				$

		ACCOUNT		DEBIT		CREDIT

		Cash

		Ford panel truck

		Accumulated depreciation, GMC

		GMC van

		Gain on exchange

		To record the exchange of GMC for Ford
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Construction Period Interest

		DATE		DESCRIPTION		AMOUNT

		3/1		Purchase price		250,000

				Closing costs including attorney fees		45,000

				City assessment for pavement and sidewalks		25,000		320,000

		4/1		Removal of old structure located on site		75,000

				Receipt of funds from sale of salvage		20,000

				Site preparation		70,000		125,000

				Architects fees		50,000

				Building permit and city fees		10,000		60,000

				Construction draw-general contractor		200,000

		5/1		Construction draw-general contractor		270,000

		6/1		Construction draw-general contractor		174,000

		7/1		Construction draw-general contractor		225,000

		8/1		Construction draw-general contractor		126,000		995,000		1,500,000





WAAE

		WEIGHTED-AVERAGE ACCUMULATED EXPENDITURES

		Expenditures				Capitalization Period		Weighted-Average Accumulated Expenditures

		Date		Amount

		3/1		320,000		1		320,000

		4/1		385,000		5/6		320,833

		5/1		270,000		4/6		180,000

		6/1		174,000		3/6		87,000

		7/1		225,000		2/6		75,000

		8/1		126,000		1/6		21,000

				1,500,000				1,003,833

		WEIGHTED-AVERAGE ACCUMULATED EXPENDITURES

		Expenditures				Capitalization Period		Weighted-Average Accumulated Expenditures

		Date		Amount

				$				$

				$				$

				$				$

				$				$

				$				$

				$				$

				$				$





WAIR

		General Borrowing:		Amount

		15-year, 10% note payable, dated December 31, 2000, with interest payable annually on December 31		600,000

		5-year, 5% note payable, dated January 1, 2002, with interest payable annually on January 1		400,000

		Construction Loan:

		5-year, 14% note payable, dated March 1, 2004, with interest payable monthly		500,000

		Weighted-Average Interest Rate

		General Debt

		Debt Instrument		Principal		Interest Rate		Annual Interest

		15-year, 10% note payable, dated December 31, 2000, with interest payable annually on December 31		600,000		10%		60,000

		5-year, 5% note payable, dated January 1, 2002, with interest payable annually on January 1		400,000		5%		20,000

		Totals		1,000,000				80,000

		Weighted-Average Interest Rate:

		Total interest		80,000		8.00%

		Principal		1,000,000

		Weighted-Average Interest Rate

		General Debt

		Debt Instrument		Principal		Interest Rate		Annual Interest

		15-year, 10% note payable, dated December 31, 2000, with interest payable annually on December 31		$		%		$

		5-year, 5% note payable, dated January 1, 2002, with interest payable annually on January 1		$		%		$

		Totals		$				$

		Weighted-Average Interest Rate:

		Total interest		$		%

		Principal		$





Avoidable Interest

		Avoidable Interest

		Type of Debt		Weighted-Average Accumulated Expenditures		Interest Rate		Period		Avoidable Interest

		Construction loan		500,000		14.00%		6/12		35,000

		General Debt		503,833		8.00%		6/12		20,153

				1,003,833						55,153

		Avoidable Interest

		Type of Debt		Weighted-Average Accumulated Expenditures		Interest Rate		Period		Avoidable Interest

		Construction loan		$		%				$

		General Debt		$		%				$

				$						$





Actual Interest

		Actual Interest

		Debt Instrument		Principal		Interest Rate		Period		Interest Expense

		Construction loan:

		5-year, 14% note payable, dated March 1, 2004, with interest payable monthly		500,000		14.00%		6/12		35,000

		General debt:

		15-year, 10% note payable, dated December 31, 2000, with interest payable annually on December 31		600,000		10.00%		6/12		30,000

		5-year, 5% note payable, dated January 1, 2002, with interest payable annually on January 1		400,000		5.00%		6/12		10,000

		Total interest expense		1,500,000						75,000

		Actual Interest

		Debt Instrument		Principal		Interest Rate		Period		Interest Expense

		Construction loan:

		5-year, 14% note payable, dated March 1, 2004, with interest payable monthly		$		%				$

		General debt:

		15-year, 10% note payable, dated December 31, 2000, with interest payable annually on December 31		$		%				$

		5-year, 5% note payable, dated January 1, 2002, with interest payable annually on January 1		$		%				$

		Total interest expense		$						$





Journal Entry

		ACCOUNT		DEBIT		CREDIT

		Office building		55,153

		Interest expense				55,153

		To capitalize construction period interest

		ACCOUNT		DEBIT		CREDIT

		Office building

		Interest expense

		To capitalize construction period interest





Nonmonetary Exchange

		Gain (loss) on exchange of GMC:

		Original cost		100,000

		Accumulated depreciation		40,000

		Book value		60,000

		Fair value of GMC		65,000

		Realized gain (loss)		5,000

		Recognized gain		385

		Deferred gain				4,615

		Analysis of gain to be recognized:

		Realized gain		5,000

		Multiplied by factor		7.69%

		Recognized gain				385

		Analysis of factor:

		BOOT (cash received)		5,000		7.69%

		Fair value of exchange		65,000

		Analysis of basis in Ford:

		Fair value of Ford		60,000

		Less deferred gain		4,615

		Basis in Ford				55,385

		ACCOUNT		DEBIT		CREDIT

		Cash		5,000

		Ford panel truck		55,385

		Accumulated depreciation, GMC		40,000

		GMC van				100,000

		Gain on exchange				385

		To record the exchange of GMC for Ford

		Gain (loss) on exchange of GMC:

		Original cost		$

		Accumulated depreciation		$

		Book value		$

		Fair value of GMC		$

		Realized gain (loss)		$

		Recognized gain		$

		Deferred gain				$

		Analysis of gain to be recognized:

		Realized gain		$

		Multiplied by factor		%

		Recognized gain				$

		Analysis of factor:

		BOOT (cash received)		$		%

		Fair value of exchange		$

		Analysis of basis in Ford:

		Fair value of Ford		$

		Less deferred gain		$

		Basis in Ford				$

		ACCOUNT		DEBIT		CREDIT

		Cash

		Ford panel truck

		Accumulated depreciation, GMC

		GMC van

		Gain on exchange

		To record the exchange of GMC for Ford
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Construction Period Interest

		DATE		DESCRIPTION		AMOUNT

		3/1		Purchase price		250,000

				Closing costs including attorney fees		45,000

				City assessment for pavement and sidewalks		25,000		320,000

		4/1		Removal of old structure located on site		75,000

				Receipt of funds from sale of salvage		20,000

				Site preparation		70,000		125,000

				Architects fees		50,000

				Building permit and city fees		10,000		60,000

				Construction draw-general contractor		200,000

		5/1		Construction draw-general contractor		270,000

		6/1		Construction draw-general contractor		174,000

		7/1		Construction draw-general contractor		225,000

		8/1		Construction draw-general contractor		126,000		995,000		1,500,000





WAAE

		WEIGHTED-AVERAGE ACCUMULATED EXPENDITURES

		Expenditures				Capitalization Period		Weighted-Average Accumulated Expenditures

		Date		Amount

		3/1		320,000		1		320,000

		4/1		385,000		5/6		320,833

		5/1		270,000		4/6		180,000

		6/1		174,000		3/6		87,000

		7/1		225,000		2/6		75,000

		8/1		126,000		1/6		21,000

				1,500,000				1,003,833

		WEIGHTED-AVERAGE ACCUMULATED EXPENDITURES

		Expenditures				Capitalization Period		Weighted-Average Accumulated Expenditures

		Date		Amount

				$				$

				$				$

				$				$

				$				$

				$				$

				$				$

				$				$





WAIR

		General Borrowing:		Amount

		15-year, 10% note payable, dated December 31, 2000, with interest payable annually on December 31		600,000

		5-year, 5% note payable, dated January 1, 2002, with interest payable annually on January 1		400,000

		Construction Loan:

		5-year, 14% note payable, dated March 1, 2004, with interest payable monthly		500,000

		Weighted-Average Interest Rate

		General Debt

		Debt Instrument		Principal		Interest Rate		Annual Interest

		15-year, 10% note payable, dated December 31, 2000, with interest payable annually on December 31		600,000		10%		60,000

		5-year, 5% note payable, dated January 1, 2002, with interest payable annually on January 1		400,000		5%		20,000

		Totals		1,000,000				80,000

		Weighted-Average Interest Rate:

		Total interest		80,000		8.00%

		Principal		1,000,000

		Weighted-Average Interest Rate

		General Debt

		Debt Instrument		Principal		Interest Rate		Annual Interest

		15-year, 10% note payable, dated December 31, 2000, with interest payable annually on December 31		$		%		$

		5-year, 5% note payable, dated January 1, 2002, with interest payable annually on January 1		$		%		$

		Totals		$				$

		Weighted-Average Interest Rate:

		Total interest		$		%

		Principal		$





Avoidable Interest

		Avoidable Interest

		Type of Debt		Weighted-Average Accumulated Expenditures		Interest Rate		Period		Avoidable Interest

		Construction loan		500,000		14.00%		6/12		35,000

		General Debt		503,833		8.00%		6/12		20,153

				1,003,833						55,153

		Avoidable Interest

		Type of Debt		Weighted-Average Accumulated Expenditures		Interest Rate		Period		Avoidable Interest

		Construction loan		$		%				$

		General Debt		$		%				$

				$						$





Actual Interest

		Actual Interest

		Debt Instrument		Principal		Interest Rate		Period		Interest Expense

		Construction loan:

		5-year, 14% note payable, dated March 1, 2004, with interest payable monthly		500,000		14.00%		6/12		35,000

		General debt:

		15-year, 10% note payable, dated December 31, 2000, with interest payable annually on December 31		600,000		10.00%		6/12		30,000

		5-year, 5% note payable, dated January 1, 2002, with interest payable annually on January 1		400,000		5.00%		6/12		10,000

		Total interest expense		1,500,000						75,000

		Actual Interest

		Debt Instrument		Principal		Interest Rate		Period		Interest Expense

		Construction loan:

		5-year, 14% note payable, dated March 1, 2004, with interest payable monthly		$		%				$

		General debt:

		15-year, 10% note payable, dated December 31, 2000, with interest payable annually on December 31		$		%				$

		5-year, 5% note payable, dated January 1, 2002, with interest payable annually on January 1		$		%				$

		Total interest expense		$						$





Journal Entry

		ACCOUNT		DEBIT		CREDIT

		Office building		55,153

		Interest expense				55,153

		To capitalize construction period interest

		ACCOUNT		DEBIT		CREDIT

		Office building

		Interest expense

		To capitalize construction period interest





Nonmonetary Exchange

		Gain (loss) on exchange of GMC:

		Original cost		100,000

		Accumulated depreciation		40,000

		Book value		60,000

		Fair value of GMC		65,000

		Realized gain (loss)		5,000

		Recognized gain		385

		Deferred gain				4,615

		Analysis of gain to be recognized:

		Realized gain		5,000

		Multiplied by factor		7.69%

		Recognized gain				385

		Analysis of factor:

		BOOT (cash received)		5,000		7.69%

		Fair value of exchange		65,000

		Analysis of basis in Ford:

		Fair value of Ford		60,000

		Less deferred gain		4,615

		Basis in Ford				55,385

		ACCOUNT		DEBIT		CREDIT

		Cash		5,000

		Ford panel truck		55,385

		Accumulated depreciation, GMC		40,000

		GMC van				100,000

		Gain on exchange				385

		To record the exchange of GMC for Ford

		Gain (loss) on exchange of GMC:

		Original cost		$

		Accumulated depreciation		$

		Book value		$

		Fair value of GMC		$

		Realized gain (loss)		$

		Recognized gain		$

		Deferred gain				$

		Analysis of gain to be recognized:

		Realized gain		$

		Multiplied by factor		%

		Recognized gain				$

		Analysis of factor:

		BOOT (cash received)		$		%

		Fair value of exchange		$

		Analysis of basis in Ford:

		Fair value of Ford		$

		Less deferred gain		$

		Basis in Ford				$

		ACCOUNT		DEBIT		CREDIT

		Cash

		Ford panel truck

		Accumulated depreciation, GMC

		GMC van

		Gain on exchange

		To record the exchange of GMC for Ford
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Construction Period Interest

		DATE		DESCRIPTION		AMOUNT

		3/1		Purchase price		250,000

				Closing costs including attorney fees		45,000

				City assessment for pavement and sidewalks		25,000		320,000

		4/1		Removal of old structure located on site		75,000

				Receipt of funds from sale of salvage		20,000

				Site preparation		70,000		125,000

				Architects fees		50,000

				Building permit and city fees		10,000		60,000

				Construction draw-general contractor		200,000

		5/1		Construction draw-general contractor		270,000

		6/1		Construction draw-general contractor		174,000

		7/1		Construction draw-general contractor		225,000

		8/1		Construction draw-general contractor		126,000		995,000		1,500,000





WAAE

		WEIGHTED-AVERAGE ACCUMULATED EXPENDITURES

		Expenditures				Capitalization Period		Weighted-Average Accumulated Expenditures

		Date		Amount

		3/1		320,000		1		320,000

		4/1		385,000		5/6		320,833

		5/1		270,000		4/6		180,000

		6/1		174,000		3/6		87,000

		7/1		225,000		2/6		75,000

		8/1		126,000		1/6		21,000

				1,500,000				1,003,833

		WEIGHTED-AVERAGE ACCUMULATED EXPENDITURES

		Expenditures				Capitalization Period		Weighted-Average Accumulated Expenditures

		Date		Amount

				$				$

				$				$

				$				$

				$				$

				$				$

				$				$

				$				$





WAIR

		General Borrowing:		Amount

		15-year, 10% note payable, dated December 31, 2000, with interest payable annually on December 31		600,000

		5-year, 5% note payable, dated January 1, 2002, with interest payable annually on January 1		400,000

		Construction Loan:

		5-year, 14% note payable, dated March 1, 2004, with interest payable monthly		500,000

		Weighted-Average Interest Rate

		General Debt

		Debt Instrument		Principal		Interest Rate		Annual Interest

		15-year, 10% note payable, dated December 31, 2000, with interest payable annually on December 31		600,000		10%		60,000

		5-year, 5% note payable, dated January 1, 2002, with interest payable annually on January 1		400,000		5%		20,000

		Totals		1,000,000				80,000

		Weighted-Average Interest Rate:

		Total interest		80,000		8.00%

		Principal		1,000,000

		Weighted-Average Interest Rate

		General Debt

		Debt Instrument		Principal		Interest Rate		Annual Interest

		15-year, 10% note payable, dated December 31, 2000, with interest payable annually on December 31		$		%		$

		5-year, 5% note payable, dated January 1, 2002, with interest payable annually on January 1		$		%		$

		Totals		$				$

		Weighted-Average Interest Rate:

		Total interest		$		%

		Principal		$





Avoidable Interest

		Avoidable Interest

		Type of Debt		Weighted-Average Accumulated Expenditures		Interest Rate		Period		Avoidable Interest

		Construction loan		500,000		14.00%		6/12		35,000

		General Debt		503,833		8.00%		6/12		20,153

				1,003,833						55,153

		Avoidable Interest

		Type of Debt		Weighted-Average Accumulated Expenditures		Interest Rate		Period		Avoidable Interest

		Construction loan		$		%				$

		General Debt		$		%				$

				$						$





Actual Interest

		Actual Interest

		Debt Instrument		Principal		Interest Rate		Period		Interest Expense

		Construction loan:

		5-year, 14% note payable, dated March 1, 2004, with interest payable monthly		500,000		14.00%		6/12		35,000

		General debt:

		15-year, 10% note payable, dated December 31, 2000, with interest payable annually on December 31		600,000		10.00%		6/12		30,000

		5-year, 5% note payable, dated January 1, 2002, with interest payable annually on January 1		400,000		5.00%		6/12		10,000

		Total interest expense		1,500,000						75,000

		Actual Interest

		Debt Instrument		Principal		Interest Rate		Period		Interest Expense

		Construction loan:

		5-year, 14% note payable, dated March 1, 2004, with interest payable monthly		$		%				$

		General debt:

		15-year, 10% note payable, dated December 31, 2000, with interest payable annually on December 31		$		%				$

		5-year, 5% note payable, dated January 1, 2002, with interest payable annually on January 1		$		%				$

		Total interest expense		$						$





Journal Entry

		ACCOUNT		DEBIT		CREDIT

		Office building		55,153

		Interest expense				55,153

		To capitalize construction period interest

		ACCOUNT		DEBIT		CREDIT

		Office building

		Interest expense

		To capitalize construction period interest





Nonmonetary Exchange

		Gain (loss) on exchange of GMC:

		Original cost		100,000

		Accumulated depreciation		40,000

		Book value		60,000

		Fair value of GMC		65,000

		Realized gain (loss)		5,000

		Recognized gain		385

		Deferred gain				4,615

		Analysis of gain to be recognized:

		Realized gain		5,000

		Multiplied by factor		7.69%

		Recognized gain				385

		Analysis of factor:

		BOOT (cash received)		5,000		7.69%

		Fair value of exchange		65,000

		Analysis of basis in Ford:

		Fair value of Ford		60,000

		Less deferred gain		4,615

		Basis in Ford				55,385

		ACCOUNT		DEBIT		CREDIT

		Cash		5,000

		Ford panel truck		55,385

		Accumulated depreciation, GMC		40,000

		GMC van				100,000

		Gain on exchange				385

		To record the exchange of GMC for Ford

		Gain (loss) on exchange of GMC:

		Original cost		$

		Accumulated depreciation		$

		Book value		$

		Fair value of GMC		$

		Realized gain (loss)		$

		Recognized gain		$

		Deferred gain				$

		Analysis of gain to be recognized:

		Realized gain		$

		Multiplied by factor		%

		Recognized gain				$

		Analysis of factor:

		BOOT (cash received)		$		%

		Fair value of exchange		$

		Analysis of basis in Ford:

		Fair value of Ford		$

		Less deferred gain		$

		Basis in Ford				$

		ACCOUNT		DEBIT		CREDIT

		Cash

		Ford panel truck

		Accumulated depreciation, GMC

		GMC van

		Gain on exchange

		To record the exchange of GMC for Ford
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_1159454250.xls
Construction Period Interest

		DATE		DESCRIPTION		AMOUNT

		3/1		Purchase price		250,000

				Closing costs including attorney fees		45,000

				City assessment for pavement and sidewalks		25,000		320,000

		4/1		Removal of old structure located on site		75,000

				Receipt of funds from sale of salvage		20,000

				Site preparation		70,000		125,000

				Architects fees		50,000

				Building permit and city fees		10,000		60,000

				Construction draw-general contractor		200,000

		5/1		Construction draw-general contractor		270,000

		6/1		Construction draw-general contractor		174,000

		7/1		Construction draw-general contractor		225,000

		8/1		Construction draw-general contractor		126,000		995,000		1,500,000





WAAE

		WEIGHTED-AVERAGE ACCUMULATED EXPENDITURES

		Expenditures				Capitalization Period		Weighted-Average Accumulated Expenditures

		Date		Amount

		3/1		320,000		1		320,000

		4/1		385,000		5/6		320,833

		5/1		270,000		4/6		180,000

		6/1		174,000		3/6		87,000

		7/1		225,000		2/6		75,000

		8/1		126,000		1/6		21,000

				1,500,000				1,003,833

		WEIGHTED-AVERAGE ACCUMULATED EXPENDITURES

		Expenditures				Capitalization Period		Weighted-Average Accumulated Expenditures

		Date		Amount

				$				$

				$				$

				$				$

				$				$

				$				$

				$				$

				$				$





WAIR

		General Borrowing:		Amount

		15-year, 10% note payable, dated December 31, 2000, with interest payable annually on December 31		600,000

		5-year, 5% note payable, dated January 1, 2002, with interest payable annually on January 1		400,000

		Construction Loan:

		5-year, 14% note payable, dated March 1, 2004, with interest payable monthly		500,000

		Weighted-Average Interest Rate

		General Debt

		Debt Instrument		Principal		Interest Rate		Annual Interest

		15-year, 10% note payable, dated December 31, 2000, with interest payable annually on December 31		600,000		10%		60,000

		5-year, 5% note payable, dated January 1, 2002, with interest payable annually on January 1		400,000		5%		20,000

		Totals		1,000,000				80,000

		Weighted-Average Interest Rate:

		Total interest		80,000		8.00%

		Principal		1,000,000

		Weighted-Average Interest Rate

		General Debt

		Debt Instrument		Principal		Interest Rate		Annual Interest

		15-year, 10% note payable, dated December 31, 2000, with interest payable annually on December 31		$		%		$

		5-year, 5% note payable, dated January 1, 2002, with interest payable annually on January 1		$		%		$

		Totals		$				$

		Weighted-Average Interest Rate:

		Total interest		$		%

		Principal		$





Avoidable Interest

		Avoidable Interest

		Type of Debt		Weighted-Average Accumulated Expenditures		Interest Rate		Period		Avoidable Interest

		Construction loan		500,000		14.00%		6/12		35,000

		General Debt		503,833		8.00%		6/12		20,153

				1,003,833						55,153

		Avoidable Interest

		Type of Debt		Weighted-Average Accumulated Expenditures		Interest Rate		Period		Avoidable Interest

		Construction loan

		General Debt





Actual Interest

		Actual Interest

		Debt Instrument		Principal		Interest Rate		Period		Interest Expense

		Construction loan:

		5-year, 14% note payable, dated March 1, 2000, with interest payable monthly		500,000		14.00%		6/12		35,000

		General debt:

		15-year, 10% note payable, dated December 31, 1998, with interest payable annually on December 31		600,000		10.00%		6/12		30,000

		5-year, 5% note payable, dated January 1, 1999, with interest payable annually on January 1		400,000		5.00%		6/12		10,000

		Total interest expense		1,500,000						75,000

		Actual Interest

		Debt Instrument		Principal		Interest Rate		Period		Interest Expense

		Construction loan:

		5-year, 12% note payable, dated March 1, 2000, with interest payable monthly

		General debt:

		15-year, 10% note payable, dated December 31, 1998, with interest payable annually on December 31

		5-year, 5% note payable, dated January 1, 1999, with interest payable annually on January 1

		Total interest expense





Journal Entry

		ACCOUNT		DEBIT		CREDIT

		Office building		55,153

		Interest expense				55,153

		To capitalize construction period interest

		ACCOUNT		DEBIT		CREDIT

		Office building

		Interest expense

		To capitalize construction period interest





Nonmonetary Exchange

		Gain (loss) on exchange of GMC:

		Original cost		100,000

		Accumulated depreciation		40,000

		Book value		60,000

		Fair value of GMC		65,000

		Realized gain (loss)		5,000

		Recognized gain		385

		Deferred gain				4,615

		Analysis of gain to be recognized:

		Realized gain		5,000

		Multiplied by factor		7.69%

		Recognized gain				385

		Analysis of factor:

		BOOT (cash received)		5,000		7.69%

		Fair value of exchange		65,000

		Analysis of basis in Ford:

		Fair value of Ford		60,000

		Less deferred gain		4,615

		Basis in Ford				55,385

		ACCOUNT		DEBIT		CREDIT

		Cash		5,000

		Ford panel truck		55,385

		Accumulated depreciation, GMC		40,000

		GMC van				100,000

		Gain on exchange				385

		To record the exchange of GMC for Ford

		Gain (loss) on exchange of GMC:

		Original cost

		Accumulated depreciation

		Book value

		Fair value of GMC

		Realized gain (loss)

		Recognized gain

		Deferred gain

		Analysis of gain to be recognized:

		Realized gain

		Multiplied by factor

		Recognized gain

		Analysis of factor:

		BOOT (cash received)

		Fair value of exchange

		Analysis of basis in Ford:

		Fair value of Ford

		Less deferred gain

		Basis in Ford

		ACCOUNT		DEBIT		CREDIT

		Cash

		Ford panel truck

		Accumulated depreciation, GMC

		GMC van

		Gain on exchange

		To record the exchange of GMC for Ford
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Construction Period Interest

		DATE		DESCRIPTION		AMOUNT

		3/1		Purchase price		250,000

				Closing costs including attorney fees		45,000

				City assessment for pavement and sidewalks		25,000		320,000

		4/1		Removal of old structure located on site		75,000

				Receipt of funds from sale of salvage		20,000

				Site preparation		70,000		125,000

				Architects fees		50,000

				Building permit and city fees		10,000		60,000

				Construction draw-general contractor		200,000

		5/1		Construction draw-general contractor		270,000

		6/1		Construction draw-general contractor		174,000

		7/1		Construction draw-general contractor		225,000

		8/1		Construction draw-general contractor		126,000		995,000		1,500,000





WAAE

		WEIGHTED-AVERAGE ACCUMULATED EXPENDITURES

		Expenditures				Capitalization Period		Weighted-Average Accumulated Expenditures

		Date		Amount

		3/1		320,000		1		320,000

		4/1		385,000		5/6		320,833

		5/1		270,000		4/6		180,000

		6/1		174,000		3/6		87,000

		7/1		225,000		2/6		75,000

		8/1		126,000		1/6		21,000

				1,500,000				1,003,833

		WEIGHTED-AVERAGE ACCUMULATED EXPENDITURES

		Expenditures				Capitalization Period		Weighted-Average Accumulated Expenditures

		Date		Amount

				$				$

				$				$

				$				$

				$				$

				$				$

				$				$

				$				$





WAIR

		General Borrowing:		Amount

		15-year, 10% note payable, dated December 31, 2000, with interest payable annually on December 31		600,000

		5-year, 5% note payable, dated January 1, 2002, with interest payable annually on January 1		400,000

		Construction Loan:

		5-year, 14% note payable, dated March 1, 2004, with interest payable monthly		500,000

		Weighted-Average Interest Rate

		General Debt

		Debt Instrument		Principal		Interest Rate		Annual Interest

		15-year, 10% note payable, dated December 31, 2000, with interest payable annually on December 31		600,000		10%		60,000

		5-year, 5% note payable, dated January 1, 2002, with interest payable annually on January 1		400,000		5%		20,000

		Totals		1,000,000				80,000

		Weighted-Average Interest Rate:

		Total interest		80,000		8.00%

		Principal		1,000,000

		Weighted-Average Interest Rate

		General Debt

		Debt Instrument		Principal		Interest Rate		Annual Interest

		15-year, 10% note payable, dated December 31, 2000, with interest payable annually on December 31		$		%		$

		5-year, 5% note payable, dated January 1, 2002, with interest payable annually on January 1		$		%		$

		Totals		$				$

		Weighted-Average Interest Rate:

		Total interest		$		%

		Principal		$





Avoidable Interest

		Avoidable Interest

		Type of Debt		Weighted-Average Accumulated Expenditures		Interest Rate		Period		Avoidable Interest

		Construction loan		500,000		14.00%		6/12		35,000

		General Debt		503,833		8.00%		6/12		20,153

				1,003,833						55,153

		Avoidable Interest

		Type of Debt		Weighted-Average Accumulated Expenditures		Interest Rate		Period		Avoidable Interest

		Construction loan		$		%				$

		General Debt		$		%				$

				$						$





Actual Interest

		Actual Interest

		Debt Instrument		Principal		Interest Rate		Period		Interest Expense

		Construction loan:

		5-year, 14% note payable, dated March 1, 2004, with interest payable monthly		500,000		14.00%		6/12		35,000

		General debt:

		15-year, 10% note payable, dated December 31, 2000, with interest payable annually on December 31		600,000		10.00%		6/12		30,000

		5-year, 5% note payable, dated January 1, 2002, with interest payable annually on January 1		400,000		5.00%		6/12		10,000

		Total interest expense		1,500,000						75,000

		Actual Interest

		Debt Instrument		Principal		Interest Rate		Period		Interest Expense

		Construction loan:

		5-year, 14% note payable, dated March 1, 2004, with interest payable monthly		$		%				$

		General debt:

		15-year, 10% note payable, dated December 31, 2000, with interest payable annually on December 31		$		%				$

		5-year, 5% note payable, dated January 1, 2002, with interest payable annually on January 1		$		%				$

		Total interest expense		$						$





Journal Entry

		ACCOUNT		DEBIT		CREDIT

		Office building		55,153

		Interest expense				55,153

		To capitalize construction period interest

		ACCOUNT		DEBIT		CREDIT

		Office building

		Interest expense

		To capitalize construction period interest





Nonmonetary Exchange

		Gain (loss) on exchange of GMC:

		Original cost		100,000

		Accumulated depreciation		40,000

		Book value		60,000

		Fair value of GMC		65,000

		Realized gain (loss)		5,000

		Recognized gain		385

		Deferred gain				4,615

		Analysis of gain to be recognized:

		Realized gain		5,000

		Multiplied by factor		7.69%

		Recognized gain				385

		Analysis of factor:

		BOOT (cash received)		5,000		7.69%

		Fair value of exchange		65,000

		Analysis of basis in Ford:

		Fair value of Ford		60,000

		Less deferred gain		4,615

		Basis in Ford				55,385

		ACCOUNT		DEBIT		CREDIT

		Cash		5,000

		Ford panel truck		55,385

		Accumulated depreciation, GMC		40,000

		GMC van				100,000

		Gain on exchange				385

		To record the exchange of GMC for Ford

		Gain (loss) on exchange of GMC:

		Original cost		$

		Accumulated depreciation		$

		Book value		$

		Fair value of GMC		$

		Realized gain (loss)		$

		Recognized gain		$

		Deferred gain				$

		Analysis of gain to be recognized:

		Realized gain		$

		Multiplied by factor		%

		Recognized gain				$

		Analysis of factor:

		BOOT (cash received)		$		%

		Fair value of exchange		$

		Analysis of basis in Ford:

		Fair value of Ford		$

		Less deferred gain		$

		Basis in Ford				$

		ACCOUNT		DEBIT		CREDIT

		Cash

		Ford panel truck

		Accumulated depreciation, GMC

		GMC van

		Gain on exchange

		To record the exchange of GMC for Ford
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Construction Period Interest

		DATE		DESCRIPTION		AMOUNT

		3/1		Purchase price		250,000

				Closing costs including attorney fees		45,000

				City assessment for pavement and sidewalks		25,000		320,000

		4/1		Removal of old structure located on site		75,000

				Receipt of funds from sale of salvage		20,000

				Site preparation		70,000		125,000

				Architects fees		50,000

				Building permit and city fees		10,000		60,000

				Construction draw-general contractor		200,000

		5/1		Construction draw-general contractor		270,000

		6/1		Construction draw-general contractor		174,000

		7/1		Construction draw-general contractor		225,000

		8/1		Construction draw-general contractor		126,000		995,000		1,500,000





WAAE

		WEIGHTED-AVERAGE ACCUMULATED EXPENDITURES

		Expenditures				Capitalization Period		Weighted-Average Accumulated Expenditures

		Date		Amount

		3/1		320,000		1		320,000

		4/1		385,000		5/6		320,833

		5/1		270,000		4/6		180,000

		6/1		174,000		3/6		87,000

		7/1		225,000		2/6		75,000

		8/1		126,000		1/6		21,000

				1,500,000				1,003,833

		WEIGHTED-AVERAGE ACCUMULATED EXPENDITURES

		Expenditures				Capitalization Period		Weighted-Average Accumulated Expenditures

		Date		Amount

				$				$

				$				$

				$				$

				$				$

				$				$

				$				$

				$				$





WAIR

		General Borrowing:		Amount

		15-year, 10% note payable, dated December 31, 1998, with interest payable annually on December 31		600,000

		5-year, 5% note payable, dated January 1, 1999, with interest payable annually on January 1		400,000

		Construction Loan:

		5-year, 12% note payable, dated March 1, 2000, with interest payable monthly		500,000

		Weighted-Average Interest Rate

		General Debt

		Debt Instrument		Principal		Interest Rate		Annual Interest

		15-year, 10% note payable, dated December 31, 1998, with interest payable annually on December 31		600,000		10%		60,000

		5-year, 5% note payable, dated January 1, 1999, with interest payable annually on January 1		400,000		5%		20,000

		Totals		1,000,000				80,000

		Weighted-Average Interest Rate:

		Total interest		80,000		8.00%

		Principal		1,000,000

		Weighted-Average Interest Rate

		General Debt

		Debt Instrument		Principal		Interest Rate		Annual Interest

		15-year, 10% note payable, dated December 31, 1998, with interest payable annually on December 31

		5-year, 5% note payable, dated January 1, 1999, with interest payable annually on January 1

		Totals

		Weighted-Average Interest Rate:

		Total interest

		Principal





Avoidable Interest

		Avoidable Interest

		Type of Debt		Weighted-Average Accumulated Expenditures		Interest Rate		Period		Avoidable Interest

		Construction loan		500,000		14.00%		6/12		35,000

		General Debt		503,833		8.00%		6/12		20,153

				1,003,833						55,153

		Avoidable Interest

		Type of Debt		Weighted-Average Accumulated Expenditures		Interest Rate		Period		Avoidable Interest

		Construction loan

		General Debt





Actual Interest

		Actual Interest

		Debt Instrument		Principal		Interest Rate		Period		Interest Expense

		Construction loan:

		5-year, 14% note payable, dated March 1, 2000, with interest payable monthly		500,000		14.00%		6/12		35,000

		General debt:

		15-year, 10% note payable, dated December 31, 1998, with interest payable annually on December 31		600,000		10.00%		6/12		30,000

		5-year, 5% note payable, dated January 1, 1999, with interest payable annually on January 1		400,000		5.00%		6/12		10,000

		Total interest expense		1,500,000						75,000

		Actual Interest

		Debt Instrument		Principal		Interest Rate		Period		Interest Expense

		Construction loan:

		5-year, 12% note payable, dated March 1, 2000, with interest payable monthly

		General debt:

		15-year, 10% note payable, dated December 31, 1998, with interest payable annually on December 31

		5-year, 5% note payable, dated January 1, 1999, with interest payable annually on January 1

		Total interest expense





Journal Entry

		ACCOUNT		DEBIT		CREDIT

		Office building		55,153

		Interest expense				55,153

		To capitalize construction period interest

		ACCOUNT		DEBIT		CREDIT

		Office building

		Interest expense

		To capitalize construction period interest





Nonmonetary Exchange

		Gain (loss) on exchange of GMC:

		Original cost		100,000

		Accumulated depreciation		40,000

		Book value		60,000

		Fair value of GMC		65,000

		Realized gain (loss)		5,000

		Recognized gain		385

		Deferred gain				4,615

		Analysis of gain to be recognized:

		Realized gain		5,000

		Multiplied by factor		7.69%

		Recognized gain				385

		Analysis of factor:

		BOOT (cash received)		5,000		7.69%

		Fair value of exchange		65,000

		Analysis of basis in Ford:

		Fair value of Ford		60,000

		Less deferred gain		4,615

		Basis in Ford				55,385

		ACCOUNT		DEBIT		CREDIT

		Cash		5,000

		Ford panel truck		55,385

		Accumulated depreciation, GMC		40,000

		GMC van				100,000

		Gain on exchange				385

		To record the exchange of GMC for Ford

		Gain (loss) on exchange of GMC:

		Original cost

		Accumulated depreciation

		Book value

		Fair value of GMC

		Realized gain (loss)

		Recognized gain

		Deferred gain

		Analysis of gain to be recognized:

		Realized gain

		Multiplied by factor

		Recognized gain

		Analysis of factor:

		BOOT (cash received)

		Fair value of exchange

		Analysis of basis in Ford:

		Fair value of Ford

		Less deferred gain

		Basis in Ford

		ACCOUNT		DEBIT		CREDIT

		Cash

		Ford panel truck

		Accumulated depreciation, GMC

		GMC van

		Gain on exchange

		To record the exchange of GMC for Ford
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