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Questions Chapter 10 (Continued) (b)Assets acquired by gift or
donation—when assets are acquired in this manner a strict cost
concept would dictate that the valuation of the asset be zero.
However, in this situation, accountants record the asset at its fair
market value. The credit would be made to Contribution Revenue or

“ donated capital.”
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ANSWERS TO QUESTIONS The major characteristics of plant assets
are (1) that they are acquired for use in operations and not for resale, (2)
that they are long-term in nature and usually subject to depreciation,
and (3) that they have physical substance.
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Questions Chapter 10 (Continued) 15. $10,000 + $4,208 = $14,208 16.
Ordinarily accounting for the exchange of nonmonetary assets should be
based on the fair value of the asset given up or the fair value of the asset
received, whichever is more clearly evident.
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