Accounting: “Plant Assets” Assignments

Name:_____________________
Questions:
1. What are the two characteristics of long-term assets? (page 438)
2. Define depreciation. Why must an adjustment be made for depreciation? (page 441)
3. What is the difference between book value and residual value? (page 133 & page 441)
Problems:
1. Vermont Sun Fitness Center Purchased a new step machine for $5,500. The machine is expected to last four years and has a residual value of $500. What will be the depreciation expense for each year under the straight line method? (see page442-444)
2. New England Printing had a piece of equipment that cost $8,100 and on which $4,500 of accumulated depreciation had been recorded. The equipment was disposed of on January 4, the first day of business of the current year. Prepare the entries in journal form to record the disposal of this asset under each of the following assumptions (see pages 451-453):
a. It was discarded as having no value.

b. It was sold for $1,500 cash.

c. It was sold for $4,000 cash.
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3. Findlay Oil Company purchased a drilling truck for $90,000. The company expected the truck to last five years with an estimated residual value of $15,000 at the end of that time. Compute the depreciation for the first and second years using each of the following methods (see pages 442-446):
a. Straight line

b. Double declining balance

Using the depreciation expense calculated in (b) above, write the journal entry to adjust for depreciation at the end of the second year.
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4. Larson Manufacturing Company purchased a robot at a cost of $1,440,000 at the beginning of year 1. The robot has an estimated useful life of four years and an estimated residual value of $120,000 (see pages 442-446).
a. Compute the annual depreciation and carrying value for the robot for each year assuming the following depreciation methods (i) straight line and (ii) double declining balance.

b. Prepare the adjusting entry that would be made each year to record the depreciation calculated under the straight line method.

c. State the book value of the robot after year 2 under the straight line method.
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5. Garrison Company sells office equipment on September 30, 2008 for $20,000 cash. The office equipment originally cost $72,000 and as of January 1, 2008 had accumulated depreciation of $42,000. Depreciation for the first 9 months of 2008 is $6,250. Prepare the journal entries to a) update depreciation to September 30, 2008 and b) record the sale of the equipment.(see pages 451-453)
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