"Double-Entry" Journal: Chapter 10 – Long Lived Assets Acquisition (FAS 2, 19, 25, 34, 67 [amended] 86, 141, 142) 
Follow instructions in the double entry journal for chapter 1: Conceptual statement
Work Multiple Choice Problems (pp 519-522)
1. Types of Long lived assets

a. Land

b. Fixed

c. Intangible

d. Natural Resources

Briefly describe each of the four types of long-lived assets and give an example for each of them.

Why is land considered separately?

2. Acquisition and Cost of Assets

a. Purchase

b. “Self-construction”

c. Exchange 
What are the issues in each type of acquisition?  

How should the cost of clearing land for building be treated?  As part of the cost of the land, the building or as a separate item (i.e., expensed?) What about real estate held for resale? (FAS 67 amended)

A company purchases a building, then tears it down and constructs a new building.  How should the cost of the original building be treated?

What about the costs of tearing it down?  What are the possibilities?

Textbook, chapter 10: Work, P 10-5
Self-constructed assets (FAS 34):

How are interest and overhead costs incurred during construction treated? What about the cost of equity capital? 

Textbook: work E 10-20; 10- 21; P 10
What are lump-sum purchases and which accounting issues must be considered? 
Textbook: work P 12

What accounting issues must be considered if assets are acquired in exchange for securities (debt or equity)? 
What if assets are donated?  
How do you account for an acquisition made in exchange for deferred payments or a non-interest bearing note? 
Textbook: Work E 10-9, 10, 11
Assets retired/acquired through exchange: (SFAS 153)

What is meant by “an exchange has (has not) commercial substance”?

How are gains and losses treated in an exchange that has 

· Commercial substance

· Does not have commercial substance

What effect does it have if cash is received in addition to assets in an exchange?

Be specific in your answers. 

Textbook: Work E 1016, P 10-8
3. Types of Intangible Assets

a. Purchased - identifiable

b. Purchased - unidentifiable

c. Internally developed – identifiable

d. Internally developed – unidentifiable

Briefly describe each of the four types of intangible assets and give an example for each of them.

Special accounting issues:  

Research and Development costs (FAS 2)

Explain the accounting rules for R&D and explain why the FASB decided on this particular rule. 

Textbook: Work P -11
Computer soft ware development costs

What are the accounting rules (FAS 86; SOP 98-1)

From a conceptual point of view, should software development costs be treated differently or the same as other R&D costs? Explain your answer carefully.

Textbook: Work E 27
Franchises – define and explain what a franchise is and how it should be recorded.  Glamour Inc. signs a franchise agreement with Hope Jones.  Under the agreement Jones will be able to open and operate a Glamour Beauty Spa for 20 years, as long as Jones abides by the contract provisions.  Jones agrees to pay $40,000 immediately and signs a note for $60,000 payable in one year.  In addition Jones agrees to pay 15% of gross revenue to glamour.

Questions:  

1. How much revenue can Glamour recognize immediately, assuming that Glamour has performed its initial duties under the agreement?

2. If Glamour has agreed to provide continuing training and corporate advertising each year, would this change your answer? 

3. How should Jones record the payments made to Glamour?

4. Would your answer change if Jones had agreed to pay $10,000 immediately and make payments of $12,000 per year for the next 9 years?   Be specific 
Goodwill – Define – what is meant by the term Goodwill – in general terms; specifically from an accounting point of view?  

What are the rules for accounting for Goodwill?

Textbook: Work E 6
Natural Resources: Specifically Oil and GAS (FAS 19, 25, etc.)
Are there any special issues to be considered in accounting for the acquisition and/or development of natural resources? 
Textbook: Work E 10-28
Asset Retirement Obligations – what are they, how are they accounted for?

Textbook: Work, E 4, Case 10-2
