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Instructions:
After having read and understood the learning resources of this module works the following exercises 
Exercise 1: Measurement of cost of plant assets. 
the costs have been included for the acquisition of land are presented in the discussion of this module. First is the purchase price, which evidently includes the cost of land. The reasons to include other costs are not so obvious. For example, the demolition of a building looks rather as an expense.

Is required:
· They discussed explain why costs are included as part of the cost of land.
· After the soil is ready for use, can such costs are capitalized or expensed?

Exercise 2: Calculation of depreciation the first year.
[bookmark: _GoBack]At the beginning of the year, Logan Services buy a plane used $65,000,000. Logan expects the plane to remain useful for 4 years or 6,500,000 million miles and have a residual value of $5, 000,000. The company expects the plane to fly 1,300,000 million miles the first year.
Is required:
1. Calculate the depreciation in the first year for Logan on the plane using the following methods.
· Straight line
· Production units
· double-declining balance

	Data item
	Rode

	Cost of plane
	$65,000,000

	Less: estimated residual value
	5,000,000

	Depreciable cost
	$60,000,000

	Life Expectancy
	

	          Years
	4

	          Units
	6,500,000 million miles



Straight line
	Depreciation straight line = (
	Depreciation for the year
	

	Date
	Cost active
	depreciation rate
	depreciable cost
	Depreciation expense
	Accumulated depreciation
	Value in books

	
	$
	$
	$
	$
	$
	$
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	Depreciation for the year
	

	Date
	Cost active
	Depreciation rate per unit
	Number of units
	Depreciation expense
	Accumulated depreciation
	Value in books

	
	$
	$
	$
	$
	$
	$



double-declining balance
	
	Depreciation for the year
	

	Date
	Cost active
	SDD rate
	Value
	Depreciation expense
	Accumulated depreciation
	Value in books

	
	
	
	
	
	
	



2. Show the book value of the aircraft at the end of the first year with the straight-line method.
	Date
	
	Debit
	Credit

	
	Depreciation expenses (G +)
	
	

	
	     Accumulated depreciation (DA +)
	
	

	
	
	
	



	
Logan Services


	Assets
	

	Airplane
	

	    Less Residual Value                      
	

	    Less accumulated depreciation      
	

	    Total value Plane
	



Exercise 3: Calculation of the depreciation of the second year.
At the beginning of 2016, Texas Aero buy a plane used in $65, 000,000. Texas expects the plane to remain useful for 5 years or 6,000,000 million miles and have a residual value of $5, 000,000. The company expects the plane to fly 1,400,000 million miles the first year and 1,300,000 million miles the second year.
Is required:
	Data item
	Rode

	Cost of plane
	$65,000,000

	Less: estimated residual value
	   5,000,000

	Depreciable cost
	$54,000,000

	Life Expectancy
	

	          Years
	5

	          Units
	6,000,000 million miles
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· Straight line

	
	Depreciation for the year
	

	Date
	Cost active
	depreciation rate
	depreciable cost
	Depreciation expense
	Accumulated depreciation
	Value in books

	Year 1
	
	
	
	
	
	

	year 2
	
	
	
	
	
	




Production units

	
	Depreciation for the year
	

	Date
	Cost active
	Depreciation rate per unit
	Number of units
	Depreciation expense
	Accumulated depreciation
	Value in books

	Year 1
	$65,000,000
	
	
	
	
	

	year 2
	
	
	
	
	
	



Double-decreasing balance

	
	Depreciation for the year
	

	Date
	Cost active
	SDD rate
	Value
	Depreciation expense
	Accumulated depreciation
	Value in books

	Year 1
	$65,000,000
	
	
	
	
	

	year 2
	
	
	
	
	
	



2. Calculate the balance (balance) in the cumulative account end of year depreciation using depreciation method straight.
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On January 2, 2016, Ditto Consignments Clothing buy goods for exhibition room for $16,000 in cash, hoping that these goods remain in service for five (5) years. Ditto Co. has depreciated the goods based on double-declining balance with zero residual value. On August 31, 2016, Ditto appliances sold in $7,600 in cash.


	
	Depreciation for the year
	

	Date
	Cost active
	SDD rate
	Value
	Depreciation expense
	Accumulated depreciation
	Value in books

	Year 
	$16,000
	
	
	
	
	

	Year 
	
	
	
	
	
	



Is required:
· Register (Journalize) depreciation for 2016.
	Date
	
	Debit
	Credit

	Aug 31
	Depreciation expenses (G +)
	
	

	
	     Accumulated depreciation (DA +)
	
	

	
	
	
	



· Register (Journalize) the sale of goods to August 31, 2016.
	Date
	
	Debit
	Credit

	Aug 31
	Cash (A +)
	
	

	
	Accumulated depreciation (DA)
	
	

	
	Profit on sale of equipment (A +)
	
	

	
	          Team A-)
	
	



