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TABLE  3

(for questions 53 through 64)
PLANT ASSET RECORD

ITEM______Motor Coach_(Bus)_______________  DISPOSAL VALUE__$50,000____

GENERAL LEDGER ACCOUNT ___Travel Equipment________________________

DEPRECIATION METHOD_______Straight Line_______  ESTIMATED LIFE 10 yrs_

  ASSET
 
ACCUMULATED DEPRECIATION


   BOOK

  DATE
    COST
  DEBIT      CREDIT      BALANCE
  
VALUE
7-10-99  
$160,000







________

_______


_______   _______    _________


________

_______


_______   _______    _________


________

_______


_______   _______    _________


________

_______


_______   _______    _________


________

_______


_______   _______    _________


________

_______


_______   _______    _________


________

_______


_______   _______    _________


________

_______


_______   _______    _________


________

_______


_______   _______    _________


________

_______


_______   _______    _________


________

_______


_______   _______    _________


________

PLANT ASSET RECORD

ITEM_______Passenger Van__________________ DISPOSAL VALUE__$5,000____

GENERAL LEDGER ACCOUNT ___Travel Equipment_________________________

DEPRECIATION METHOD__Double Declining Balance___ESTIMATED LIFE_5 yrs_



   ASSET
ACCUMULATED DEPRECIATION
 
         BOOK

  DATE
    COST
   DEBIT      CREDIT      BALANCE
         VALUE
_1-3-99  
$_60,000


 




________

_______


_______   _______    _________


________

_______


_______   _______    _________


________

_______


_______   _______    _________


________

_______


_______   _______    _________


________

_______


_______   _______    _________


________

_______


_______   _______    _________


________

Refer to the data in Table 3 abpve.  The two plant assets are owned by the Let’s Go Travel Agency whose fiscal year ends December 31.  These are the only assets in the travel equipment account.  For questions 53 through 58, write the identifying letter of the best response on your answer sheet.  Round to the nearest cent.

52. The depreciation expense recorded in 1999 represents how many months?

            Motor Coach        Passenger Van
 
A.
12


12


B.
  6


11


C. 
  5


12


D. 
  6


12


E. 
  5


11

53. The book value of the passenger van on January 3, 1999 is

A. zero

B. $36,000

C. $55,000
    D. $60,000
E. $160,000

54. The passenger van will have an entry for depreciation expense in years 1999 through

A. 2003

B. 2004

C. 2009

D. some year beyond 2015

55. In 1999 the travel equipment account will increase as follows

          

Motor Coach
  

Passenger Van

A. 
$110,000


$60,000


B. 
$110,000


$55,000


C.
$160,000


$55,000


D.
$160,000


$60,000

*57. The motor coach will have an entry for depreciation expense in the final year as follows:

Amount
Year

A.
$  5,500
2008


B. 
$11,000
2008


C. 
$  5,500
2009


D.
$11,000
2009

*58. After the adjusting and closing entries are posted to the general ledger for the year ended in 2001, Accumulated Depreciation—Travel Equipment will have a balance of:

A. $73,623

B. $74,540

C. $80,040

D. $145,460

For questions 59 through 64, write the correct amount on your answer sheet.  Round to the nearest cent.

59. What is the amount that will be credited to Accumulated Depreciation—Travel 

 Equipment for the passenger van only in 2003?

*60.  What is the book value of the motor coach at the end of year 2006?

*61.  What is the amount of depreciation expense recorded for the passenger van only in 2001?

1.  What is the book value of the passenger van at the end of year 2003?

***63. If the straight line method had been used for the passenger van, by what amount would the book value at the end of year 2001 have exceeded the book value using double declining balance?

*64. If Let’s Go Travel Agency sells the motor coach on 12-31-03 for $125,000, what is the amount of the gain?

Regional 2001 – Group 8

For questions 55 through 61, write the identifying letter of the best response.

55. Which of the following assets require an adjustment for depreciation at the end of the fiscal period?




1. Store Supplies


  6. Cash in Bank




2. Accounts Receivable

  7. Computer Equipment




3. Office Equipment


  8. Petty Cash Fund




4. Land



  9. Merchandise Inventory




5. Delivery Vehicles


10. Buildings


A. 1, 3, 5, 7, 9, 10


B. 1, 3, 5, 7, 10


C. 3, 4, 5, 7, 10


D. 3, 5, 7, 10


E. all of the assets listed

56. The type of account and normal balance side of Accumulated Depreciation—


Equipment is:


A. asset; debit


C. contra asset; debit


B. expense; debit

D. contra asset; credit

57. A company purchased a piece of equipment on May 10, 2000 for $25,000.  The 


equipment has an estimated useful life of 5 years and an estimated salvage value of


 $5,800.  Using the straight-line method of calculating depreciation, the amount of 


depreciation to be recorded for the year ended December 31, 2000 is


A. $320

B. $2,560
C. $3,333
D. $3,840
E. $5,000

*58. At the end of a fiscal year, the accounts on the Post-Closing Trial Balance included


plant assets as follows:

	Asset
	Original 

Cost
	Accumulated Depreciation
	Fair Market Value
	Replacement Value

	Building
	350,000
	70,000
	300,000
	500,000

	Equipment
	100,000
	48,000
	75,000
	125,000

	Vehicles
	135,000
	54,000
	45,000
	150,000



What is the book value of all the plant assets at the end of the fiscal year?
 


A. $172,000

E. $585,000



B. $248,000

F. $603,000


C. $413,000

G. $775,000


D. $420,000

59. After closing entries are posted, the Depreciation Expense—Delivery Equipment 


account will have


A. a debit balance
C. either a debit or a credit balance


B. a credit balance
D. a zero balance

**60. An asset was purchased on January 1, 1998 with a cost of $40,000, a salvage value 


of $4,000 and an estimated useful life of 5 years.  The amount of $___ is the 


depreciation expense for year(s) _____ using the ______ method.  Which of the 


following is false?


A. $7,200; 1998 through 2002; straight-line


B. $8,000; 1998; double-declining balance


C. $5,760; 2000; double-declining balance


D. $1,184; 2002; double-declining balance

61. A company owns a delivery van that has a cost of $10,000.  The accumulated 


depreciation at the time of the sale of this van was $6,000.  The company received 


$4,000 for the van.  The disposal would include a debit to cash for $4,000 and


A. a credit to Delivery Vehicles for $4,000


B. a debit to Accumulated Depreciation for $6,000 and a credit to Delivery Vehicles


     for $10,000


C. a credit to Gain on Sale of Assets for $4,000


D. a debit of $6,000 to Delivery Vehicles and a credit of $10,000 to Accumulated



Depreciation

Regional 2002 – Group 4 

	ASSET
	ORIGINAL COST
	ACCUMULATED DEPRECIATION THROUGH 

DEC 31, 2001
	ADDITIONAL DEPRECIATION IN 2002 TO DATE OF SALE

	 #1
	  6,485
	  3,600
	900

	 #2
	15,750
	10,400
	433


For questions 27 and 28, write the correct amount on your answer sheet.  Indicate sales resulting in a loss by brackets or parentheses.

27. If asset #1 is sold for $2,000, what is the amount of gain or loss?

28. If asset #2 is sold for $4,500, what is the amount of gain or loss?

Regional 2002 – Group 5

Straight-line depreciation is used for the following depreciable assets.  For questions 29 through 32, write the correct amount or number on your answer sheet.  Question numbers are indicated by the bold “Q#”.

	Plant Asset
	Months Owned First Year
	Original Cost
	Estimated Salvage Value
	Estimated Useful Life
	First Year’s Depreciation

	Truck
	7
	$34,700
	* Q#29
	4 years
	$4,550.00

	Forklift
	3
	* Q#30
	$12,000
	7 years
	$3,105.00

	Computer
	Q#31
	$3,550
	$400
	3 years
	$787.50

	Crane
	11
	$380,750
	$65,000
	Q#32
	$57,887.50


Regional 2002 – Group 6

Complete the following chart as necessary.  Answer questions 33 through 39 by writing the correct identifying letter of the best answer on your answer sheet.  (Do not round the straight-line rate before calculating the double-declining rate.  Round dollar amounts to the nearest cent.)

	Plant asset:  EQUIPMENT

Original cost:  $45,000

Estimated Salvage value:  $5,000

Purchased on 1-1-01

Estimated Useful life:  8 years



	
	Straight-Line

 Method
	Double Declining-Balance Method

	YEAR
	Beg. Book Value
	This

Year’s

Depr.
	Ending Book Value
	Beg. Book Value
	This

Year’s Depr.
	Ending Book Value

	2001
	
	
	
	
	
	

	2002
	
	
	
	
	
	

	2003
	
	
	
	
	
	

	2004
	
	
	
	
	
	

	2005
	
	
	
	
	
	

	2006
	
	
	
	
	
	

	2007
	
	
	
	
	
	

	2008
	
	
	
	
	
	


33. Using the straight-line method, the beginning book value on 1-1-01 is

A.  $40,000
B. $45,000

34. Using the straight-line method, the annual depreciation amount is

A.  $625  
B. $5,000
C. $5,625
D. $6,250
E. $8,000

 *35. Using the straight-line method, the ending book value for 2006 is

A.  $10,000     B. $11,250     C. $15,000     D. $16,875     E. $20,000

36. Using the declining-balance method, the beginning book value on 1-1-01 is

A.  $40,000
B. $45,000

  *37. Using the declining-balance method, the depreciation for the year 2005 is

A.  $3,164.06     B. $3,559.57     C. $4,218.75     D. $4,746.09     E. $5,000

  *38. Using the declining-balance method, the ending book value on 12-31-07 is

A.  $5,000     B. $5,339.35     C. $6,006.77     D. $7,119.14     E. $10,000

  *39. Using the declining-balance method, the depreciation for the year 2008 is

A.  $339.35    B. $1,006.77   C. $1,334.84   D. $1,501.69   E. $5,000   F. $5,625
Regional 2003 – Group 8

For questions 38 through 46, write “yes” or “no”.

Rhodes Company purchased equipment on 1-4-00 for $15,500 when the salvage value was $2,000.  Rhodes depreciated the equipment using the straight-line method with an estimated useful life of 5 years.  On 3-31-03 Rhodes sold the equipment for $8,000.
38. On the date of sale, is the book value of the equipment equal to the estimated 

salvage value? 

39. Is the gain on the sale of the asset the difference between the sales price of $8,000 

and the estimated salvage value of $2,000?

40. At the time of sale, will the gain (or loss) be recorded in the journal as a credit (or 


debit) to Income Summary?

41. Is the account called Gain on Plant Assets closed with a debit?

42. Will the entry to record the sale of the equipment include a debit to Accumulated


Depreciation for $8,100?

43. Is the account called Gain on Plant Asset used if an asset is sold for its book value?

44. If instead of receiving $8,000, the company had received $6,000, would the sale


have resulted in a loss of $2,000?

45. When a plant asset is sold for its book value, will the entry to record the sale include


a debit to the asset account and a credit to the accumulated depreciation account?

46. Is the gain from the sale of a plant asset an operating revenue?

Regional 2003 – Group 9

50. Which of the following statements is true?


A. Depreciation is an accounting term used to describe the allocation of cost.


B. Depreciation does not change the actual market value of the asset.


C. Some assets, like real property, appreciate in value while being depreciated.


D. All of the above are true.

51. Which of the following is not an acceptable term for plant assets?


A. fixed assets

B. short-term assets

C. long-term assets

52. All property not classified as real property is called __________ property.


A. private
B. classified

C. personal

D. bona fide

53. The value of an asset determined by tax authorities for the purpose of calculating 

property taxes is called the ___________ value.

A. judgment

B. book

C. net realizable
D. assessed

Regional 2003 – Group 12

Refer to the data in Table 2 below.  The two plant assets are owned by the Total Fitness Center whose fiscal year ends December 31.  These are the only assets in the equipment account.  For questions 69 through 74, write the identifying letter of the best response on your answer sheet.  Round to the nearest cent.

69. The depreciation expense recorded in 2000 represents how many months?

            Computer System    Fitness Equipment
 
A.
12


  5


B.
  5


12


C.
  7


12


D.
  5


  5


E.
  7


11

70. The book value of the fitness equipment on January 5, 2000 is

A. zero

B. $5,300

C. $75,000

D. $112,500

E. $125,000

 * 71. The fitness equipment will have an entry for depreciation expense in years 2000

 through

A. 2003

B. 2004

C. 2005

D. some year after 2005

72. In 2000 the equipment account increased as follows

           Computer System
  Fitness Equipment

A. 

$   500



$  12,500


B. 

$4,800



$112,500


C.

$5,300



$125,000


D.

$4,800



$125,000

*73. The computer system will have an entry for depreciation expense in the final year as 

        follows:

Amount
Year

A.
$  
 560
2004


B. 
$     960
2004


C. 
$     400
2005


D.
$     960
2005

 ** 74. After the adjusting and closing entries are posted to the general ledger for the year

     ended in 2003, Accumulated Depreciation—Equipment will have a balance of:

A. $11,760

B. $18,060

C. $108,800

D. $112,240

Continue to refer to the data in Table 2.  For questions 75 through 80, write the correct amount on your answer sheet.  Round to the nearest cent.  A loss must be indicated by brackets or parentheses.

75.  What is the amount that will be credited to Accumulated Depreciation—Equipment

 just for the fitness equipment in 2004?

*76.  What is the book value of the computer system at the end of year 2004?

*77.  What is the amount of depreciation expense recorded just for the fitness equipment in 2002?

 *78. What is the book value of the fitness equipment at the end of year 2004?

***79. If the straight-line method had been used for the fitness equipment, by what amount would the book value at the end of year 2002 have exceeded the book value using double declining balance?

*80. If the Total Fitness Center sells the computer system on 12-31-04 for $1,000, what  is the amount of the gain or loss?

Table 2

PLANT ASSET RECORD

ITEM______Computer System______________  DISPOSAL VALUE____$500____

GENERAL LEDGER ACCOUNT ________Equipment________________________

DEPRECIATION METHOD_______Straight-Line_______  ESTIMATED LIFE 5 yrs_



   ASSET
 ACCUMULATED DEPRECIATION


   BOOK

  DATE
    COST
  DEBIT      CREDIT      BALANCE

  VALUE
5-30-00  
  $5,300







________

_______


_______   _______    _________


________

_______


_______   _______    _________


________

_______


_______   _______    _________


________

_______


_______   _______    _________


________

_______


_______   _______    _________


________

_______


_______   _______    _________


________

_______


_______   _______    _________


________

PLANT ASSET RECORD

ITEM_______Fitness Equipment_____________  DISPOSAL VALUE__$12,500____

GENERAL LEDGER ACCOUNT ________Equipment_________________________

DEPRECIATION METHOD__Double Declining Balance__  ESTIMATED LIFE_5 yrs_



   ASSET
ACCUMULATED DEPRECIATION
 
         BOOK

  DATE
    COST
   DEBIT      CREDIT      BALANCE
         VALUE
_1-5-00  
$125,000







________

_______


_______   _______    _________


________

_______


_______   _______    _________


________

_______


_______   _______    _________


________

_______


_______   _______    _________


________

_______


_______   _______    _________


________

_______


_______   _______    _________


________

Regional 2004 – Group 3

Straight-line depreciation is used for the following depreciable assets.  For questions 24-27, write the correct amount or number on your answer sheet.  

	Plant Asset
	Months Owned First Year
	Original Cost
	Estimated Salvage Value
	Estimated Useful Life
	First Year’s Depreciation

	Computer
	Q#24
	2,588
	500
	3 years
	406

	Haul Truck
	4
	140,000
	* Q#25
	7 years
	5,000

	Trailer
	9
	44,500
	5,500
	Q#26
	5,850

	Back Hoe
	11
	* Q#27
	15,000
	4 years
	14,850


Regional 2004 – Group 4

	ASSET
	ORIGINAL COST
	ACCUMULATED DEPRECIATION THROUGH 

DEC 31, 2002
	ADDITIONAL DEPRECIATION IN 2003 TO DATE OF SALE

	 #1
	10,800 
	4,340
	1,085

	 #2
	20,940
	7,755
	470


For questions 28 and 29, write the correct amount on your answer sheet.  Indicate sales resulting in a loss by brackets or parentheses.

28. If asset #1 is sold for $5,000, what is the amount of gain or loss?

29. If asset #2 is sold for $15,000, what is the amount of gain or loss?
Regional 2004 – Group 8

Use the following information to answer questions 43 through 45.  

	Plant asset:  EQUIPMENT

Original cost:  $40,000

Estimated Salvage value:  $4,000

Purchased on 1-1-00

Estimated Useful life:  5 years



	
	Straight-Line

 Method
	Double Declining-Balance Method

	YEAR
	Beg. Book Value
	Annual

Depr.
	Ending Book Value
	Beg. Book Value
	Annual Depr.
	Ending Book Value

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	


*43. The amount of $__?__ is the depreciation expense for year __?__ using the __?__ 
 method.  Which of the following is false?


A. $7,200 (for each year); 2000 through 2004; straight line


B. $2,073.60; 2004; double-declining balance


C. $9,600; 2001; double-declining balance


D. $5,760; 2002; double-declining balance

*44. The book value of the asset at the end of year 2003 is




 Straight
  Double-Declining




    Line
           Balance

A. 
$  4,000

$  4,000


B. 
$11,200

$16,384


C. 
$18,400

$  8,640


D.

$11,200

$  5,184

45. The book value of the asset at the end of year 2004 is




 Straight
  Double-Declining




    Line
           Balance

A. 
    zero

   zero


B.

$11,200

$5,184


C. 
$  4,000

$4,000


D.

$  4,000

$3,110.40

Regional 2005 – Group 3

· A company called Hands Up located in Texas manufactures latex gloves used in the medical industry.  Hands Up purchased a new machine that will enable them to make gloves in various colors.  It was purchased on April 1, 2004 for $210,000.

· Even though the machine was assembled in Chicago, Hands Up was required by Texas to pay Texas sales tax of $14,220 because the Chicago company also had operations in Texas.

· Hands Up was required to pay $7,200 to have the machine transported to Texas. 

· Upon arrival a specialized crew had to install the new machine at a cost of $4,440.

· The machine was fully operational by April 12, 2004.

· The machine’s technology is actually two years old, and the market value in 2002 was $225,000.

· Hands Up estimates the useful life of the asset to be 10 years.  The estimated value of the machine at its replacement time is determined by Hands Up to be $54,000.

· Hands Up uses the straight-line method for depreciation of machinery.  It is company policy to prepare adjusting entries only at the end of the fiscal year, which is December 31.

26. What is the book value of the machine when it was first placed into operation?

27. What is the estimated amount to be depreciated on this machinery?

28. What is the estimated annual (full year) depreciation expense?

29. What is the estimated monthly depreciation expense?

30. What amount should be debited to depreciation expense in 2004?

 *31. What is the book value of the machine on 1-1-08?

32. What is the balance of Accumulated Depreciation (for this machine) on 1-1-10?

33. The machine will have an adjusting entry for depreciation expense for 2004 through what year?

 *34. What is the amount of the adjusting entry for depreciation for this machine in the final year?

 *35. If the machine had been purchased and placed into operation on August 1, 2004, 

      what would be the amount of the adjusting entry for depreciation in the final year?

Regional 2006 – Group 8

Refer to the partially completed plant asset records in Table 1.  The company’s fiscal year-end is December 31.  For questions 44 through 55, write the correct amount on your answer sheet.
Table 1

(for questions 44 through 55)

PLANT ASSET RECORD

ITEM_______Laser Drill_____________________  DISPOSAL VALUE__$4,200__
GENERAL LEDGER ACCOUNT ________Equipment________________________

DEPRECIATION METHOD_______Straight-Line_______  ESTIMATED LIFE _6 yrs_



   
ASSET
ACCUMULATED DEPRECIATION

   BOOK

  DATE
COST
  
DEBIT      CREDIT      BALANCE

  
  VALUE
04-26-05    $__17,520___







________

_______


_______   _______    _________


________

_______


_______   _______    _________


________

_______


_______   _______    _________


________

_______


_______   _______    _________


________

_______


_______   _______    _________


________

_______


_______   _______    _________


________

_______


_______   _______    _________


________

PLANT ASSET RECORD

ITEM_____Truck____________________________  DISPOSAL VALUE__$6,000__

GENERAL LEDGER ACCOUNT ________Delivery Equipment__________________

DEPRECIATION METHOD__Double Declining Balance__  ESTIMATED LIFE_5 yrs


   
ASSET
ACCUMULATED DEPRECIATION
 
   BOOK

  DATE
 COST
   DEBIT      CREDIT      BALANCE
 
  VALUE
01-04-05  $__65,000___


 




________

_______


_______   _______    _________


________

_______


_______   _______    _________


________

_______


_______   _______    _________


________

_______


_______   _______    _________


________

_______


_______   _______    _________


________

_______


_______   _______    _________


________

Questions 44 through 49 are about the laser drill only.

44. What is the estimated amount to be depreciated over the entire useful life?

45. What is the amount of depreciation expense for the year ended 12-31-05?

46. What will be the book value on 01-01-09?

47. What will be the accumulated depreciation on 01-01-10?

48. What is the amount of depreciation expense for the year ended 12-31-11?

**49. Assume the laser drill is sold on 06-04-07 for $15,000.  What is the amount of


      gain or loss on the sale?

Questions 50 through 55 are about the truck only.

50. What is the estimated amount to be depreciated over the entire useful life?

51. What is the amount of depreciation expense for 2005?

52. What is the amount of accumulated depreciation on 01-01-08?

53. What is the amount of depreciation expense for 2009?

54. What is the book value on 01-01-09?

 ** 55. Assume the truck is sold on 01-01

Regional 2007 – Group 1

For items 1 through 8, indicate whether each item listed is:

	A
	a current asset

	B
	a plant asset

	C
	not an account that belongs on the Balance Sheet


Write the correct identifying letter on your answer sheet.
1. Land



5. Allowance for Uncollectible Accounts

2. Depreciation Expense

6. Store Equipment

3. Merchandise Inventory

7. Accumulated Dpreciation

4. Change Fund


8. Income Summary

Regional 2007 – Group 2

Consider the following information about a plant asset for questions 9 through 11, and write the correct amount on your answer sheet.

	Original Cost
	$17,000

	Salvage Value
	$2,000

	Date Purchased
	06-01-04

	Estimated Useful Life
	5 years

	Accumulated Depreciation as of  01-01-07
	$7,750


For questions 9 and 10, assume the asset was sold for $10,000 on 02-28-07.

  9. What is the amount of accumulated depreciation on the date of sale?

10. What is the amount of gain or loss?

For question #11, assume the asset was sold for $7,000 on 02-28-07.
11. What is the amount of gain or loss?
Group 8
Refer to the information in 

     Table 2

(for questions 57 through 68)

A company called AlumRecyc located in Texas manufactures aluminum containers for various beverage companies.  AlumRecyc purchased a new machine that will enable them to sanitize, crush, and reshape used aluminum into flat sheets so that new containers can be made and sold.  It was purchased on May 18, 2006 for $610,450.

The machine’s technology is actually three years old, and the market value in 2003 was $725,000.

Even though the machine was assembled in Detroit, Michigan, AlumRecyc was required by the state of Texas to pay Texas sales tax of $48,850 because the Detroit company also had operations in Texas.

AlumRecyc was required to pay $5,200 to have the machine transported to Texas. 

Upon arrival a specialized crew had to install the new machine at a cost of $10,500.

The machine was fully operational and placed into service on May 29, 2006.

AlumRecyc estimates the useful life of the asset to be 20 years.  The estimated value of the machine at its replacement time is determined by AlumRecyc to be $75,000.

AlumRecyc uses the straight-line method for depreciation of equipment.  It is company policy to prepare adjusting entries only at the end of the fiscal year, which is December 31.

Assume this is the only equipment currently owned by AlumRecyc.
57.  The amount that will be debited to Equipment is:


A. $600,000

D. $664,500


B. $610,450

E. $675,000


C. $659,300
F. $725,000

58.  Based on the various estimates, what is the total amount to be depreciated on this


equipment?


A. $535,450

D. $600,000


B. $584,300

E. $650,000


C. $589,500
F. $675,000

59.  What is the estimated annual depreciation amount using the straight-line method?


A. $29,214.96

D. $33,750


B. $30,000


E. $360,000


C. $33,225


F. $405,000

60.  The estimated depreciation amount will be recorded as a


A. debit to Equipment


B. credit to Equipment


C. credit to Allowance for Unrecoverable Cost


D. debit to Depreciation Expense—Equipment 

61.  At the end of each fiscal period, the adjusting entry for depreciation includes a


A. debit to Depreciation Expense—Equipment and a credit to Equipment.


B. debit to Accumulated Depreciation—Equipment and a credit to Depreciation


     Expense—Equipment.


C. debit to Depreciation Expense—Equipment and a credit to Accumulated


     Depreciation—Equipment. 


D. debit to Depreciation Expense—Equipment and a credit to Cash in Bank.

62.  After the adjusting entries dated 12-31-06 are posted to the general ledger,


Depreciation Expense—Equipment will have a balance of


A. zero



D. $19,687.50


B. $17,042.08


E. $20,000


C. $17,500



F. $22,500

63.  After the adjusting entries dated 12-31-06 are posted to the general ledger, the


Equipment account will have a


A. credit balance equal to the accumulated depreciation.


B. debit balance that was created by netting the original purchase price and


     appropriate costs less the accumulated depreciation.


C. debit balance for the amount of depreciation through 12-31-06 plus the


     original cost of the asset.


D. none of the above

64.  After the closing entries dated 12-31-06 are posted, the Depreciation


 Expense—Equipment account will have a balance of


A. zero


D. $19,687.50


B. $17,042.08

E. $20,000


C. $17,500


F. $22,500

65.  At the beginning of the 2007 calendar year, Accumulated Depreciation—Equipment 


will have


A. a debit balance

C. either a debit or credit balance


B. a credit balance

D. a zero balance

Continue to refer to Table 2.  For questions 66 through 68, write the correct amount on your answer sheet.

* 66. What will be the balance of Accumulated Depreciation—Equipment on 1-1-08?

* 67. What will be the book value of this equipment on 1-1-10?

  ** 68. If AlumRecyc had used the double declining-balance method and the equipment had been purchased on 1-1-06, what will be the book value of the equipment on 1-1-08?
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Refer to 





Table 1

(for questions 59 through 66)
Your company purchased a piece of equipment on January 3, 2007 for $80,000.

At the time of purchase, the market projections indicated that it would be worth $6,500 at the end of five years after it is used under normal working conditions and if the manufacturer’s recommended preventative maintenance program is followed.

At the time you purchased the equipment you considered using one of two depreciation methods:  straight line (SL) and double declining-balance (DDB).

You do not own any other equipment.

Your company’s fiscal year end is December 31 and you prepare adjusting and closing entries only at year end at which time financial statements are prepared.
59. On the Balance Sheet dated December 31, 2007, what amount would be reported in 


the Equipment account depending on the choice of depreciation method?



SL


   DDB

A. $65,300


$48,000


B. $73,500


$73,500


C. $80,000


$80,000


D. $65,300


$44,100

60. On the Income Statement for the year ending December 31, 2008, what amount 


would be reported for Depreciation Expense depending on the choice of 


depreciation method?



SL


    DDB

A. $14,700


$17,640


B. $14,700


$19,200


C. $16,000


$19,200


D. $17,300


$20,760


E. not applicable

not applicable

61. On the Income Statement for the year ending December 31, 2008, what amount 


would be reported for Accumulated Depreciation—Equipment depending on the 


choice of depreciation method?



SL


    DDB

A. $29,400


$47,040


B. $29,400


$51,200


C. $32,000


$51,200


D. $34,600


$55,360


E. not applicable

not applicable

*62. What is the book value of the equipment, as calculated on the Balance Sheet dated 


December 31, 2010 if the double declining-balance method is used?


A. $  6,500


D. $17,280

G. $35,900


B. $  9,525.60

E. $21,200

H. $63,974.40


C. $10,368


F. $32,768

 . $69,632

*63. If the straight line method is used, what would be the balances in the following 


accounts after adjusting entries are posted but before closing entries are posted on 


December 31, 2009?






Accum. Depr.—

Depreciation



Equipment
   
      Equip.


   Expense

A. 
   $73,500

     $44,100


     $14,700


B.
   $80,000

     $48,000


     $16,000


C.
   $80,000

     $44,100


     $14,700


D.
   $86,500

     $51,900


     $17,300
64. If the double declining-balance method is used, what would be the balances of the 


following after adjusting entries are posted but before closing entries are posted on 


December 31, 2009?



Accum. Depr.—

Depreciation

Book Value of




Equip.

   Expense

   
   Equipment

A. 
     $62,720


     $11,520



$17,280


B.
     $44,100


     $14,700



$35,900


C.
     $57,624


     $10,584



$15,876


D.
     $39,040


     $10,240



$40,960

*65. If the double declining-balance method is used, what would be the correct amount of 


depreciation expense on the Income Statement for the year ending Dec. 31, 2011?


A. $3,810.24

E. $6,553.60


B. $3,868

F. $10,368


C. $4,147.20

G. $14,700


D. $6,500

*66. For this question only assume this piece of equipment was purchased on March 5, 


2007 and the straight line method is used.  The cost and the estimates of salvage 


value and useful life remain the same.  What is the book value as shown on the 


Balance Sheet dated December 31, 2011?


A.  zero


E. $23,650


B. $6,500

F. $71,050


C. $8,950

G. $73,500


D. $21,200
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Use the following information to answer questions 32 through 42.  Write the correct amount on your answer sheet.  If rounding is necessary, round to the nearest cent.  The company’s fiscal year end is December 31.  This is the only asset owned by the company.

	Plant asset:  EQUIPMENT

Original cost:  $45,000

Estimated Salvage value:  $3,900

Purchased on 01-01-08

Estimated Useful life:  5 years



	
	Straight-Line

 Method
	Double Declining-Balance Method

	YEAR
	Beg. Book Value
	Annual

Depr.
	Ending Book Value
	Beg. Book Value
	Annual Depr.
	Ending Book Value

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	


Answer questions 32 through 37 based on the usage of the double declining-balance method.

32. What amount is debited to Depreciation Expense in 2008?

33. What is the balance of Accumulated Depreciation—Equipment on 01-01-11?

34. What is the book value on 01-01-10?

35. What is the book value on 01-01-12?

* 36. What amount is debited to Depreciation Expense in 2012?

* 37. If the equipment is sold on 06-01-13 for $4,500, what amount would be debited to

     Accumulated Depreciation—Equipment? 

Answer questions 38 and 39 based on the usage of the straight line method.

38. What amount is debited to Depreciation Expense in 2008?

* 39. What is the book value on 01-01-12?

Answer questions 40 through 42 based on the usage of the straight line method and that the equipment was purchased on August 5, 2008.

40. What amount is debited to Depreciation Expense in 2008?

41. What amount is debited to Depreciation Expense in 2012?

* 42. What amount is debited to Depreciation expense in 2013?

Regional 2009 – Group 6

A Texas-based company called Davis Packaging manufactures boxes for various cereal products.  Davis purchased a used machine from another packaging company in Detroit Michigan.  This machine will enable them to streamline the imprinting and folding portion of the box-making process.  It was purchased on March 1, 2008 for $865,000.

The machine’s technology is actually three years old, and the market value in 2005 was $1,550,000.

Davis considered purchasing a different used machine located in Dallas Texas in order to save on delivery costs.  The Dallas machine price was $1,000,000.  Davis also looked at purchasing a new machine direct from the machine’s manufacturer in Oklahoma City at a cost of $1,939,850.

Even though Davis purchased this used machine from a company in Michigan, Davis was required to pay the state of Texas 8% in sales tax in the amount of $69,200.  This is because the Detroit company also had operations in Texas.  The state of Texas only requires sales tax to be paid on the actual price paid to the seller of the asset.

Davis was required to pay $5,750 to have the machine transported to Texas.

Upon arrival a specialized crew from Installers, Inc. had to be contracted to install the new machine and test the operational components.  Davis paid Installers, Inc.  $12,910.  Also, Davis paid $15,000 to Skyline Rentals, Inc. to rent a crane to lift the machine into the proper position.

The county and city where Davis Packaging is located assessed the value of the used machine for property tax purposes to be $925,000.

The machine was fully operational by April 6, 2008.  Davis estimates the useful life of the asset to be 15 years.  The estimated value of the machine at its replacement time is determined by Davis to be $150,000.

Davis uses the straight-line method for depreciation of machinery.  It is company policy to prepare adjusting entries only at the end of the fiscal year, which is December 31.

For question #43, write the correct amount on your answer sheet.

43. In order to comply with the Historical Cost principle, what is the total amount that 

      should be debited to the plant asset account called Machinery?

Regional 2010 – Group 7

For questions 35 through 48, write the identifying letter of the best response on your answer sheet.  Assume company policy is to record adjusting and closing entries only at the end of the fiscal year which is December 31.

35. Land, buildings, and equipment are all


A. current assets

C. depreciable assets

E. short-lived assets


B. contingent liabilities

D. plant assets


F. both C and D

36. The type of account and normal balance side of Accumulated Depreciation—


Equipment is:


A. asset; debit


C. contra asset; debit


B. expense; debit

D. contra asset; credit

A company purchased a piece of equipment on January 1, 2007 for $95,000.  The equipment has an estimated useful life of 5 years and an estimated salvage value of $15,000.  The equipment was sold on January 1, 2010 for $35,000.
37. Using the straight-line method of calculating depreciation, the amount of 


depreciation to be recorded for the year ended December 31, 2009 is


A. $13,680     B. $16,000     C. $22,800     D. $38,000     E. $47,000     F. $48,000

38. Using the straight-line method of calculating depreciation, the book value on the


Balance Sheet dated December 31, 2009 is


A. $16,000     B. $20,520     C. $38,000     D. $47,000     E. $48,000     F. $74,480

*39. If the double-declining balance method is used instead of the straight-line method,


the book value on the Balance Sheet dated December 31, 2009 is


A. $16,000     B. $20,520     C. $38,000     D. $47,000     E. $48,000     F. $74,480

40. Assume straight-line was used as the depreciation method.  The entry to record the 


sale of the equipment includes all of the following except a


A. credit to Equipment for $95,000


B. debit to Loss on Plant Assets for $12,000


C. debit to Accumulated Depreciation—Equipment 


D. credit to Gain on Plant Assets for $14,480

41. The adjusting entry for equipment depreciation includes a


A. debit to Income Summary and a credit to Accumulated Depreciation—Equip.


B. debit to Depreciation Expense and a credit to Equipment


C. debit to Depreciation Expense and a credit to Allowance for Recovered Cost


D. debit to Depreciation Expense and a credit to Accumulated Depreciation—Equip.


E. debit to Accumulated Depreciation—Equip. and a credit to Equipment

* 42. At the end of a fiscal year, the accounts on the Post-Closing Trial Balance included


plant assets as follows:

	Asset
	Original

Cost
	Accumulated Depreciation
	Fair Market Value
	Replacement Value

	Building
	565,000
	131,830
	475,000
	750,000

	Equipment
	214,800
	  63,920
	120,000
	315,000

	Vehicles
	180,000
	135,000
	  36,000
	175,000



What is the book value of all the plant assets at the end of the fiscal year?
 


A. $300,250

D. $629,050

G. $   959,800


B. $330,119

E. $631,000

H. $1,240,000


C. $330,750

F. $909,250

 I. $1,290,550

43. After closing entries are posted, the Depreciation Expense—Delivery Equipment 


account will have


A. a debit balance

C. either a debit or a credit balance


B. a credit balance

D. a zero balance

* 44. A company uses the straight-line method and purchased a piece of equipment on

April 27, 2004 for $32,640.  The equipment has an estimated useful life of 7years

and an estimated salvage value of $4,500.  The amount of the adjusting entry for 
depreciation on December 31, 2011 is


A. zero     B. $335     C. $1,340     D. $1,876     E. $2,680     F. $4,020     G. $4,662






45. A business began operations in 2008 and purchased several items of equipment 


with estimated useful lives of 5 years and beyond.  The Post-Closing Trial Balance 


dated December 31, 2009 will include an accumulated depreciation account for 


equipment with a 


A. debit balance

B. credit balance

C. zero balance

46. How should a machine (plant asset) be reported on the Balance Sheet?


A. only its original cost


B. only the book value amount


C. the original cost, the accumulated depreciation, and the book value


D. item “C” above plus the machine’s current fair market value

** 47. An asset was purchased on January 1, 2006 with a cost of $80,000, a salvage value 


of $8,000 and an estimated useful life of 5 years.  Which of the choices below would 


“fill in the blanks” incorrectly in this statement:  The amount of $_?_ is the 


depreciation expense for year(s) __?__ using the 
__?___ method.



A. $6,912;   2009;   double-declining balance


B. $14,400;   2006 through 2010;   straight-line 


C. $28,800;   2006;   double-declining balance


D. $19,200;   2007;   double-declining balance

48. Which of the following is false:


A. Accelerated depreciation methods include the declining-balance method.


B. Accelerated depreciation methods are based on the theory that an asset loses 



more value in the early years of its useful life than in the later years.


C. In order to calculate the depreciation rate used in the double declining-balance 



method, the salvage value is not a factor in the math calculation of the rate;



however, salvage value is a required estimate in the application of this 



accelerated depreciation method because a plant asset is never depreciated 



below its estimated salvage value.


D. The term double declining-balance method indicates the adjusting entry will



require a double posting because the equipment use is double the normal 



capacity in an effort to stabilize the economy.
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Photo Express is a partnership that began on January 1, 2009.  On this date the company purchased one piece of equipment with a scrap value of $25,000 and a useful life of 5 years.  This is the only equipment purchased during 2009, and the purchase was recorded correctly.  In 2009 the depreciation expense was recorded correctly using the double declining-balance method.

During 2010 the company purchased a second piece of equipment on account.  The financing arrangement was to make four payments of $1,500 each before the end of the year.  The bookkeeper posted these four payments to an account called Equipment Expense in error.  The independent auditor discovered these posting errors and decided to correct the errors through an adjusting entry.

The equipment purchased in 2010 was placed in service on September 1, 2010, has a scrap value of $750, a useful life of 7 years, and is to be depreciated using the straight line method.

The company policy is to prepare adjusting and closing entries and to prepare financial statements only at the end of the fiscal year, which is December 31.  As of December 31, 2010 the company owns two pieces of equipment.

The independent auditor prepared the correct work sheet shown below, but because of spread sheet difficulties, not all of the cell contents printed.

	Photo Express

	Work Sheet

	For Year Ended December 31, 2010

	Account Title
	Trial Balance
	Adjustments
	Adjusted Trial Balance

	
	Debit
	Credit
	Debit
	Credit
	Debit
	Credit

	Equipment
	
	
	
	
	
	

	Accum. Depr.—Equip.
	
	
	
	
	
	

	Income Summary
	
	
	
	
	
	

	Depr. Expense—Equip.
	
	
	38,650
	
	
	

	Equipment Expense
	6,000
	
	
	
	
	


For questions 38 through 42, write the correct amount on your answer sheet considering the correct work sheet for the year ended December 31, 2010.

38. What is the amount of depreciation expense for 2010 on the equipment that was

 purchased
during 2010?

*39. What is the amount for equipment in the bookkeeper’s trial balance?

40. What is the amount of accumulated depreciation in the bookkeeper’s trial balance?

*41. What is the amount on the line for Equipment in the adjusted trial balance? 

*42. After all adjusting and closing entries are posted for 2010, what is the balance of

Accumulated Depreciation—Equipment? 
