CHE3%4 - Problem Sek ¥ 7 (Saturday 26t Ociober 2024)

Buestion D A machine, purchased for §92,000 has o deprecioble price. of 4 years.
Tt wil hawe an expettedl salvage vale of $19,000 atthe end of Hhe depretiable
Ufe . What wowld be the book value of the asset in each of the Lyears if the
epot{,owin& Clepreciation methods were used.

Variables :  Purchase Prie (PP) = $92,000
‘Depreaakion Life = 4 years
Salunge Vaws (S\) =" $19,000
Total Depreciation= PP -5V = $92,000 ~ $14000=-$ 73,000

CA) Qral@kt hine Depreciation
Annual Deprecation = ToYol Depreciadon = $%3000 — 18250 $/3eo\r
CAD) Life u

At Yhe end of
Wear 0 = BV=PP= $ 92,000
Meas L2 BN=PP - AD(t) =$42,000— (18250x 1) =3F37F50 .~
Year 2 1 BV= PP- AD(H =§ 92,000~ (18250 x2) =$55 500
Year 3 2 BV = PP — AD (W)= $92,000— (18250 x3) =333250 ¥
Yeay N2 By= PP— AD (,{7)= $ ‘]2,000- (1%2350%x %) = $19,000 = 8awage Value V]

(8) De,d(’n(ng Balan Deprecdation — r&f)c = 1—L'f:|% Lql 4 /:%m - 0-3258F A 32589 e
AY ¥he end of
Wear 0 = BV= PP = $qz_tooo
Year 1:0BV=PPU-d)" = $92,000(1— 0.32581)' = $ ¢2019.9¢ ~/
Year 2 Bv=PPU—d)Y = $92,000(1— 0.32581)" = § 141809.52.7
Yeow 3@ Bv=PPCI— d)* = $92,00001— 0.32583)> = $ 28185.04
Yeor b BV=PPU—d)* = $92,000(1— 0.32581)" = $ 14,000,394
Cc) Fixed vate deprecicton with d=25% (aimilar 4o declining. balance. i
yake (s pre pecfiec]
Ay fou\d?o(i%
Wear 0 > BV= PP = E‘palz_tooo
Year 1@ BV=PPU—d)" = $92,000(1— 0.25)" = $¢a,000.00 ~
Year 2 Bve=PPUI— o\)JD = $92,000(1— 0-25)" = § 51#50 .00~
Yeor 3 V= PPU—d)? = $92,000(1— 0.25)> = $ 28812 .50~
Yeor k@ BV=PPCU1-d)? = $92,000(1— 0.25)4 = § 2109 .38 ~

@) Pouble Dedining Balance <d=:2, -2 = o.s>
At e end of Lfe| &
Year 0+ BN=PP =93 92,000
Year 13 BY=PPLA-d)* = o000 (A-0.5)" = & 46,000.00
Yeay 25 BV = Pp (1—cl) ¥ = $92,00001 D S)* =¢23 000. 00
Year 33 BV = PP(1-d)* = § 92,000€1-05)°> =311,500 .00
Jear 4 BV = PP(1—d)* =4 92,000 C1-05) =4 S350 00



© Sum of the Years' Digivs (S0YD = 1+24>+4 = 10)
Depreola’cion C%%\%b: Lis{-e;;\“t)ﬂ Dt = ES—_?)\/_‘% CPpP— SV) }Dﬁp(edahon for U(’a(b
Wear O: By= §42,000 PP - SV= §3 000

Yecy 10 DR = L=t =9y BY= $92,000 — @-4-45.000}: $ 62 ,%00.00
10

Mear 2: DR=4-2+1 _ 5 BV= $92000—£C0-‘1+0-5)‘=}5,00\%=-$ 40900 .00
10

Year 3 DR = 4-3+1 =02 BV = $q2,ooo—{COA&O-MO-’L)%,OO%:$ 26,30D0.00
Io

Year k= DR = 4-U+1 -0 BV =9$92000 ~Eco.q+b.5+o-z+o-\)'+3,oo<%= §19,000.00
10

CF) Unite of production assuning the following units production vaies.

Year Units Dy = Production in Year + _3y
0 = Lifetime, Production Cer D
1 33,000
2 33,000 hife time Produotion= 379000+ 373000 +32,000+30,000
3 32,000 = 136000
4 230, 000 Depreciation Rate = (PP—oV) = _F3,000 = o.s36t6

Lifetime Pra ducthion A356 ,000 $ perunit
BV = PP — (Total production at the end of Year £)x DR
At 4he end of yeor :
Yooy O: BV =$492,000
Yeay 1: RV= 892 000 —(%3,009) CO526F6U)=$ 32,429.3232 ~
Yoay &1 BV= 892,000 —(37i000 +23000) (053L364) = $ 52239.464
%QU\Y‘ 3. BV = $ 92,000 — (230004273 OO £32,000) (0.536764) = 4 25103 016
Year 4 * RV =04 92,000 = (33,000+2F D01 £32,000+ 20,000) (0-536169)= $19000.046 .~

Duestion 9) Determine the. book vdlue of a madine purchased for $210,000
with an esimaked life of 20 years and asalvage Value of $10,000, at the end
of year 6 w’mg the %au,oquQ methode Ccaluhake hese values bj directly applying
the formuwlad)” :

In  cadh of the below ,what was the depreciabion amount booked at Year 6 T

Variobles : Purchase Price (PP = $210,000
& alvage Value (s\) = 10,000
Depreciation hife, = 20 yeors
Total Pepreciation = PP—5V = $210,000 — $10,000 = $200,0040
@) inmigh’o line Depreciation
Annual Deprecation =Total Depreciaion = $200,000 = $10000 /3ear
hfe 20
Book Value ak end year 6= PP—(ADx V)
=%210,00 — CID,000 %6)
= $150, 000
Depreciakabn Amount = $10,000-




L SV __ 20
= 1= 5 = 1-273e = 5. 4412059

(b) DedTnT’ng Balance Pepietiabion. (d
PP(1—d)f= 3219000 (1— 0. 4l4120§q) 6

A the end of yeow 6> RBY=
= 8 842y .84

Lepreciation Amount paid dwing year 6= BV¢—BVs
Amount= PP (A-d)°_ Pp(a-d)® = PP(1-d)5 Cd)
= 32000060 (11— 0.112059) ¢ CO-14) 205D

= $13852.16

Cc) Fixed Rar Depreciarion with d =20 7-

AY the end of Yo &+ BV, = PPU~d) ¥ = $210,000 (1 -0.2) ©= 4 5508024
Depreadation fmownt = BNy —BVe—y = BVe - Bls L

= PPC1-d)é —PP(1—d)S = PP (1~d)° o
= 3210,000(1-0-D5 % 0-2= $13162 Db

(@) Dowle, Dedi'v\?r\g} Palan (d=2 = 2 _ 4 =O~’J_)
Lfe 20 10
At the end of gear 6+ BV, = PP(1-d)* = $210.000(1-0.1)¢= 1116024l
Dep\"edcdn'on Avount = B\ — = PV, —RVs -
=ppt —d) —PP(1-d)S =PpP(1-d)°d

= $210,000(_1—0.-7) % 0-1
= 31240029

—
—

Quesiton 2) e purdhase price for a pump was $14S,000, & years ago.
The current market value, s eshimated to be. $ 57,000 . What would Jow estimale

bhes market value bo e, in 2 years Rroan mow based on =
Variables — Purdnose Price.=8145,000, Curent Price = $51H000, Life = 6years.

Ca) S’IYai%ht Lne, Dep\feo\’ah”on
Annual Depreciation = $149,000 —BFHOO0 = §8,00 — § 14666-.67
G (Years) <

BY4+2 = Current Price — ADx 2
= $53000 —(1h666-0F x2) = 8 2F6b6-6F

b) Dedfw’\’r\g Balance Depreclation

_ A — A_ Life [Cuvrent Price — o_ 6 /35F000 _ 2 (.

ke =d = 14— Wi /—WWI T = 1 230%. — 0144170
BV-2 = PP(1—d)b =52,000 (1— 0.1UU1I6D * = $4 355, 19

() Why wouwld & mot- qrake. gense to use the double deeclininoy balance method here 7

) Why
T case of Straight Line and Decu’hfmé Balance we can Set the depreciakion
vake and S we have the hiial price. ond eshmaked cugrent markel rake,

W con Uil ze thie data Lor SL and DB methods- Tox double declining balance , we
Ao norindud e the eshmajed Prite, depreciakion Nalue - Note that fn Ts question
We ave Eruing o eshmate the ackual marker vatue,not book yalue-




Questfon &) A woachine purchased for $ 0,000 has a. depreciable. Life,
of 4 gaon’s- Tt wilk haye an expected savage. value. of £25,000 at-the end of
depreciable Ufe .What would be the bock Value of the asset fneach of the
4 years it the Fou,owiwg depreciation ethods Were used

Variables @ — Pasis (Purchase Prise)) , B = $410,000
— Qalvage Vawe,8 = §25,000
— Depreciation Life = 4 years
— Total Depreciation = B -3 = $M0, 000~ $25000=$85, 0o
() Biaignt Uine, Depre cuation

Annuol Depreciatior\ C(AD) =_Total Deprecation = 362’5000 = Si’u,zso/seqr
: ﬂems

At the end of  Year O = BVo = B = $110,000
Yeor Lt BV, = B—=(ADAE) = 3110,0600— C21250% 1) = $88,350.00
Yeor 2 : Bve= B=(ADAE) = 110,000 — C21250%2) = $ 6%,500.00
Yeor &1 BVe= B —=(ADxE) = 310,000 — C21250%3) = $ 46,250.00
Year 4 : By = B~CADxt) = $110,000— C21250%4)= $ %, 000-00

() Decitnfng Balance Pepreciation

rate=d= 1- “‘iﬁ _1=1T[3sm0 _ o.3005u%
B $210,000

A\' the end D&- Year Oz BV =B = $ 110,000
Year 4= BVy = B(1-d)* = $410,006(\ ~ 0302545 = $ 15950.2
Yeoar 2 BV. =B(1-d)* = $110,000(1- 0-304543)t = $ S2440. 39
Yeor 3% BY; = BUI-d) = $110,000 (1~ 0.204542)*=$ 220384
Year 4t Bvy = B(1-d)" = 3410000 C1-0-30453)! = 25,000. b

(&) Fixed Rate Depreciation with d.=257- (gimilar+o d&un'i’ng balancz.
bul race Vo ore—specfied)
At the end ok Near Oz BVo = B = $110,000
Year 12 By = BU-d)F = 4110,006(1 ~025) = PH,500.00
Year 2: BV, =B(1-d)* = $110,000(1- 0-26)t = $ 46,435.00
Yeor 3% RY; = BU-d)F = 3 110,000 (1-0.35)3=4 20208.95
Year 42 Rvy = B(1-d)* = $490000C1-0- 35)" =§ 13¢35. ¢q

(d) Pouble Dedtnfing. Balance. - (vate =d=2 - 2_ =¢5)

life 4
At the end of Yeas 03 BV =6 = 170,000 .
Yeas 1 Bvy = B(4-d)r=$ 110,000(1-05)_ = § F51000.00
Year 2+ Ry, = B (1-d)b= 3110, 000 (1—0-5)*=$ 23,500 00
Yeor 22 BVz= B (1-c}* = 10,000 NN1-09>=$ 13,75D. 00
Ue ar 4 = Pvy=BU- D= $110,000 (1 -0S)"=3 £,835-00

e
(@) Sum of Years Digis (S oY = :Za L=142 +3+4 :40) B-3 = $85,000

.l_
Depreciabion Ratcb o BV= B C% DR b) (& %)




Avthe end of = Mear 0+ 8V%,=R= 340,000
Yearl : DR,=4=141 =04 _, Bv,=%M0.000- (0-4)86,000 = $F¢,000.00

10

Year2: DR,=4-241 —0-3 _o BV, =5M0,000 - (0.4+03)85,000 = $ 50,500.00
1o

Yeor 3: PR3 = 4-3+1 =0.2 5 BV3 =§’\1O,OOO-Co.l++0-3+0-7986.ooo=$3%,‘500.00
10

Year 4 ¢ DRy = 4~4L{+1 =01 5 BVy =$410,000 — €04+0.3¢02+0.1) 85000 =§ 25,000
O

CF) Wnits of Producon assuming the {-)ou,owing, units produchon vate.

Yeor | Wnits Peprectation. { Dt = BProductionn Year & (B~-9)
o T Amount tn Year ¢ hifetime "Rroduetion
1 | 80000 Nfebime Produckion = §80,000+ $ES,000 +8 50,000 + $35,000
2. | &5.000 = 230,000 unils .
3 50,000 Pepreciabion Rate = B-s BVt= B-(3P)xDR
4 25,000 Lifetime. Proclucton "

Production in Year

Pepreciation Rate = _$85,000 = $0.36950 perunit
230,000 units

At feend of
deay 0 = BV, =B = §10p00
Yeas L : By = B—P,DR= 110000 — (80,000 0-3¢956) = $8oUD4 . F3—
Year 2 BY, = & —(P1+P) DR = $110,000 - (80,000+ESOOD) #0-36956= 356413 0y ~
Uear 3t By =B— (Pit P +P3) DR = $110,000 - (806,000+L<,000 +50,000)X0-26956 = P 339234 .38 —
Yeor 43 BNy = B (PP, R4 P) PR = $110,000 ~ (50,0004 5,600+ S01000 +35,000x0-36456 = $ 25,000

Buestiion 5) A 3-D printer hoe a useful e of Fuears and an infbial sellin
Price of 4 23,000, The sal vdlue ofber F years s $ 4,000, The markek
value of a 3-year old printes s §12,000. Calcwlate, the book value. after l

\glears ancl the aellsqprceiciabn“om amount for the G Year us?’ng the fou,owfnﬁ
epreciation mekhods:

(o) @%Talcaht Wine Deprecial’on

AY\V\\LCLL De WQCEQ{:TOY\_,=$25/OOO"$4/ODO — 0. -
i :T‘Uems $2:HL( i 9 jeou{'

_ba—, e end of yeow L Bv= B— (ADt) = $2$,ooo-—(29|4“2°])<4>= $ 42142.8€
Depreciation Amaunt for Year &= $2314.29
() Dedinhg Balance "Deepreciation
cate: d= 1— HJ2 = 1—J[352. — o931t

At the end of year 4z BVy= B(U-d)b= 23,000 (h—6.22m16D"
=4 Ques 40



Depreciabion Amount fsr Year B2 Dz = BVs ~BVy
Dg = B(1-d)> —BU-d)! = B1~-d) (d)
= $23,000 (11—0.221M0D" x 0-22N101
=$ 1R .72

Life W
(&) Sum of Digits (sovp= %5 =1+243t4+5+6t3=28) V= B— C%\DRLB(B-S)
DR =N-t+1 DR,= F - 4a |- _ . _
17 1 EOY B Dﬁz_ St DRs 5 3 DRH _L}_

J

SoYD 23 23
Book Value of Year 4 - %\lqz 322,000 — Czix J’%‘g 4—% + %g)@ﬁ ,ooo)=$8041 13

Depreeiation Amount for Year 5= NP+ g oy 75+ (323,000~ §4,000)
Soyb 23
= $2035.7\

(d) Unft of Produdon based on the %Ll,ouo‘l’ng expected production of 3D projects

Year Units De= Produchon n Yeart (R _5)
0 _ Ll'fe,\,‘l?ne, Preduction
{ 50 Lifetime Produttion = S15+10120+40160tS0 = 200 wnits
5 20 Depreciohon Amount inYear 5 = 40 ($ 22,000~ $4,000)
2 4o 200
T -4, (9,09)= § 25000
S 10 20 (1 D
b 16 Depreu'a’cion Kate = BR-S = gﬁ@ = q5
T 5 Lifebne Produchon 200 uniks

t
Book Valwe= PP— (31 Pi)x DR
v Year 4= $ 23,000 — (50 +60+40+20) X435 = $LB5D

Buesion 6\ SNQ InC. purchased a production Kne with expedied kife of 10 years
for § 2,500,000 ok the begining of 2012 -2013 fiscal years The curtent mariet
volue Of the produckdon Une ts estimated at $ 2,200,000, Assum'\’h% a Sawage
value of § 200,000, calcuwiate the book yalue of the Producion Lne ab the end of the.
20152016 fiscal year ond the de,\)mdat{bh amount for that year under the {’olkbu)\rg wmethods e

Voriables: Intkal Value CB) = $ 2,500,000
SaWagg Value (5) = $200,000
Depreciable Life (N)= 10
Total Depreciabon =4$2,500,000-4 201,000 =$2,30D,000

(@) shd\g‘n\: [ Tne Deapredatfon

Aronual DePreaabbn = Total Depreciaion — $2,300,000 _4 230,007
Depreciabion hife 10 Year
Depreciation amount 6152616 fiscal year= §230,000




Arte end of 2015 -2016 = BNy = $2.500,000 — (230,000 x4) =$1580,000
fiecal year
Cltn vear)

(b) Declining_ Balan e Pepreclagon

Take = d = L—NAE: 1—1% _ 6.92320039 ___

A the end of 2015-2016 fiscal yeor”:

BV, = B(1—d)*=$2,500 000 (1 022520037 ' = $ Q1028210
Depreciodion Amount = BV, ~BV; = B (1-d) !~ B(1-d)*= p(1-d)* d
= $2,500,000 (1-0.2232 00%9)°(6.22320%9) = § 261554.35
(&) Dowble Deak(v\i’n% Ralance Depreciaton (d=2 =2 - 0.9)
At te end o% 2015 -2016 ﬁ'scat Year - =

Book Ualue (Year 8) = BU—d)" = $2,500,000C1 -0.2)'= $4, 0oy, 000
Depreciodion Amount = B, ~BV; = B (1-d)!- B(1-d)*= p(1-d)* d

= $ 2,500,000 (1 —O,'L)B(ol) =$ 965€,000

CAS Qum D@ \/COWS’ Dlgo\t CSO\/D: ﬁ L= 1+2+3+4+S+(t3 T8 +9+l0= BB )
=1 /\ 1]
Book. Valuel Near T) = BVr= B - (i DRt) X Cg_g) > B—S= 2,300,000
L=

DRy=N-ttl _ pa _ 10 . DR, =9 ;DRs=8 5 DRy=_F
1] 50YD > PRq 5 )DR?_ 55_) R3 e ) 4 ST

A-the end of 2015-2016 fiscal year (Weach) -
BV, = $2,500,000-~ (40 +9+8 +”r> X 2,300,000 = $4,97%,181.32
55

tokion Aonounb = N —Tt1 ro_
Pepreciabion s (B9

Deprecianion Amount for 2015-2016 fiscal year

D=4O;z_” ($2500,000 — $200,000)

=Z_ ($2,300, 000D = $ 292, F1%.2%



