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1. A hotel sells an old van for $15,000. The old van originally cost $50,000 and has accumulated depreciation of $40,000.  The hotel has a ______ of _______ on the sale.
Sale Price –  Net Book Value (Cost – Accum. Depr.) = Gain or Loss on Sale
$15,000 – ($50,000 - $40,000) = $5,000 GAIN
2. Complete the chart below by calculating the annual depreciation expense for a new oven that has an expected life of 4 years, and $4,000 of estimated salvage value. Assume that the dishwasher cost $30,000.                                                                           
Use the ‘Sum of the Years Digits’ method of depreciation to calculate annual depreciation and answer the following questions.		
	Year
	
	Depreciation Rate
	
	Depreciable Amount
	
	Annual Depreciation

	1
	
	4/10
	
	(Cost – Sal. Val) $26,000
	
	$10,400

	2
	
	                 3/10
	
	                $26,000
	
	                 $ 7,800

	3
	
	2/10
	
	                $26,000
	
	                 $ 5,200

	4
	
	1/10
	
	                 $26,000
	
	                 $ 2,600



3.  A hotel had 20 units of an item in Inventory at a cost of $100.00 each on January 1, 2018. During the year, three purchases of the same item were made as follows:
April 15            20 units @ $110.00
June 20            15 units @ $120.00
November 4     5 units @ $130.00
At the end of 2018, 20 units were on hand.  What is the value of the ending inventory using the LIFO valuation method?
LIFO is last in, first out. Therefore, the 20 units of ending inventory are from the beginning inventory which has 20 units.
LIFO inventory value is 20 X $100 = $2,000


4. The beginning inventory of an item for the MCB Resort was 20 units, which were purchased at $5 each. Later, they purchased an additional 5 units at $10 apiece, and then, 3 units at $20 apiece. The resort sold a total of 8 units during the current accounting period. Which of the following inventory valuation methods yields the highest ending inventory value for this inventory item?
Beg Inv.                          20 @ $5 = $100
Purch A                             5 @ $10 =$50
Purch B                             3 @ $20=$60
Total Avail. For Sale      28             $210
Sold                                   8
Left in inventory           20     

FIFO Value                    Purch B     3 units = $60
                                        Purch A     5 units = $50
                                        Beg Inv    12 units = $60     
			Total        20 units = $170
_______________________________________________________________________
LIFO Value                   Beg Inv      20 units  = $100
_______________________________________________________________________
Weighted Ave.            (Cost of units avail for sale/Units Avail for sale) X 20 units
                                             ($210/28) X 20 = $150  
________________________________________________________________________






5.       Star Resorts purchased Equipment for $50,000 with an estimated salvage value of $5,000 and an estimated useful life of 8 years.

Calculate the annual depreciation over the life of the equipment under straight line and double declining balance methods (fill in the template below for Double Declining Method).

a) Straight Line      ($50,000 - $5,000)/8 = $5,625 per year

b) Double Declining Balance Rate = 8/100% = 12.5% x 2 = 25%

Year           Rate            Declining Balance        Annual Depreciation      Accum. Depr.
1 25%              $50,000                                      $12,500                  $12,500   

  2                25%	   $37,500			   $ 9,375	        $21,875

  3                25%    	    $28,125 			   $ 7,031	         $28,906

  4	       25%              $21,094			    $ 5,274                   $34,180  

  5	       25%              $15,820			     $ 3,955	          $38,135

  6	       25%               $11,865			     $ 2,966	           $41,101

  7	       25%                $ 8,899                                         $ 2,225                   $43,326

  8	       25%	    $ 6,674                                          $ 1,669                   $44,995
                                                                  
