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2. Hustrate the effects on the accounts and financial statements of the sale.

3. llustrate the effects on the accounts and financial statements of the sale,

& assuming a sale price of $15,250 instead of $23,300.
obj[4,5 P7-5 Amortization and depletion entries
Data related to the acquisition of timber rights and intangible assets of Gemini
E Company during the current year ended December 31 are as follows:

. On December 31, Gemini Company determined that $3,000,000 of goodwill
was impaired.

b. Governmental and legal costs of $920,000 were incurred by Gemini Company
on June 30 in obtaining a patent with an estimated economic life of 8 years.
Amortization is to be for one-half year.

<. Timber rights on a tract of land were purchased for $1,350,000 on March 6.
‘The stand of timber is estimated at 15,000,000 board feet. During the current
year, 3,300,000 board feet of timber were cut and sold.

V1.b.$57,500

Instructions
1. Determine the amount of the amortization, depletion, or impairment for the
current year for each of the foregoing items.

2. Hlustrate the effects on the accounts and financial statements of the adjust-
ments for each item.

A7-1 Ethics and professional conduct in business
Rowel Baylon, CPA, is an assistant to the controller of Arches Consulting Co. In
his spare time, Rowel also prepares tax returns and performs general accounting
services for clients. Frequently, Rowel performs these services after his normal
working hours, using Arches Consulting Co.’s computers and laser printers. Oc-
ssionally, Rowel's clients will call him at the office during regular working hours.
Discuss whether Rowel is performing in a professional manner.
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