South University
Test Chapter 6 & 7

1A machine casting $ 450,000 with a four-year life and an $ 50,000 salvage value is
‘instatled in Jenkins Company's factory on January 1. The factorv manager estlmates,
that the machine will produce 200,000 units of product duririg its life. ft actually ’
produces Year 1 - 50, 000 Year 2= 50, 000 Year.3- 60, 000 Year 4 30, 000
Cost of Machine - -~
less: eshmated salvage value

T Depreciation |

T ~Units © * | Cost per Unit|~ Expense

Year 1 50,600.00

Year 2 . 50,000.00

Year3 . | . 60,000.00] R

Year 4* ' 50,000.00 . - { o lrequiresaplug
TOTAL - 210,000.00 s ) 1

What is the Year 1 Depreciation Expense? . S ‘ ’ BT ' i da :
. WhatIstheYear4DeprecuatlonExpense? LT e . _' e T ol 1b -

2A machine witha cost of $ 10,000 and no salvage is depreclateti usmg

the double declining rate. The straight-line rate is 20%. S - 209% * 2 =40 % which equals .4
Depreciation Schedule - ) R R o " [Book Value
RS ) ] - Depreciation ' i ) : .
Year Rate BookValue: .- Expense © Accum,Deprec. |- ‘Cost. - Atcum. Depr. - BY

A. What is the depreciation éxpense in'year 20107 _ L ' ' _' S UPY T\

B. What is the book value at the end of year 20147 : R o s

3 Best Win Company purchased land aﬁd building for $ 750,000, The eppralsal of
the fand was $ 200,000, the buitding was $ 550,000. Using the basket purchase method
determine the amounts that would be recorded in the general ledger for buildirig.

Land ~200,000.00 27% _ o R .
Building 550,000.00 . 73% R : L ERITUERT SR
75000000 . 100% ' -

4 if we purchase an asset for $ 5,000 with a salvage value of 2, 000 on July 1 with a 3 year life, how much
is the depreciation expense for the first year, given that it is only owned for 6 months.

5 Barrler Island resorts has the fol!owmg Adjusted Trial Balance for the Year Ended Dec 31, 2013

Account Account

Nurnber " Name : Debit Credit
1000 Cash . . 50,000
1150 Accounts Reoewable . . . -SO,DDO
1750 Inventory - 30,000
1400 Land . 575000
1475 Bullding _ 800,000
1480 Equipment : 25,000
1480 Accurnulated Depreclation - Building o 200,000
2000 Accounts Payable 25,000
2025 Interest Payable 5,000
2075 Notes Payable {current portion) 1,008
2095 Martgage Payable {current portion} 60,000
2575 Notes payable . 3,000
2595 Mortgage Payable 900,000

3050 Common Stock 67,500 1of 3
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- 25,000 . -

. 3100 Retained Eamlngs(beglnning) .
4000 Sales Revenue . - . L 00 Yeeo000
5000 Cost of Goods Sold R sooo00 L
6000 Salaries Expense : : 95,000.

6100 Insurance Expense o S 6,000

| 6200 RentExpense . . i 25006
6300 Depreciation Expense . S ] 20000

6500 Iiterest Expense - o spp
B S ameson 2,186,500 -

Barner island Company
_ Income Statement -~ .
Forthe Year Ended Dac 31,2013 -

. |Expenses: .

Cost of Goods Sold
Safaries Expense
Insurance Expense -
Rent Expense -
Depreciation Expense
Interest Expense -

Net Income

[sales Revenue - : ' l C

A. What I5 the Net Income for the year ernded becémb_er 31, 20137

Barrier Island Company .
Statement of Changes in Shareholder S Equuty
“'For the Year Ended Dec 31, 2013 :
Common Stock -
Beginning Retalned Earmngs
~ Net Income N
Dividends
Ending Retained Earnings

Total Sharehérder's Equity

B. What is total sharehordér's equity at December 31, 20137 '
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- -Barrier island Company IR j 7
Balance Sheet o
31-Dec-13
CurrentAss'ets
-Cash

Accounts Receivable

Inventory .

Total Current Aﬁsets, '

Property and Equipment
Lot N

Building

Equipment -

Accumulated Depreclatlon Buridmg

. Net Prcperty and Equlpment
. Total Assets

Liabilities and Shareholders Equity

Current Liabilities

Accoi.mts Payabfe

lntere_st Payable ' o )
) _ |
Notes Payable {current portlon) )

Mortgage Payable {current pomon)

Total Current Llabnlltres

Notes payable .
Mortgage Pavable

Total Liabilities

Sharehélder's Equity . I :
Common Stock S ) S

Retained Earnlngs

Total Shareholder s Eqmty

Total Liabilities and Shareholder's Equu'v S ’ i :

: C What is the Net Praperty and Equ:pment?

D. What are the Total Current Liabl!rtaes?

E. What are the Total Current Assets?

F. What are the Total Assets?

. Principal e
Month Cash Payment Interest Reduetlon * | Principal Balanca
Beginning - . o
lbatance - - . . . 5,000,00
1 133.47
2 133.47
What is the ptincipal balance at'the end of month 2? C : o 8 Lo

100
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