Individual Problem Assignment 1
	

	Hybrid Ltd. purchased equipment on May 1, 2018 for $ 105,000 on account. The equipment had an estimated useful life of 10 years, with a residual value of $15,000. The equipment is disposed of on March 1, 2023. Hybrid Ltd. used straight line of depreciation in 2018, 2019 and 2020 and changed the method of depreciation to double diminishing-balance due to change in accounting policy as of  February 1, 2021, and calculates depreciation for partial periods to the nearest month and no retroactive adjustment to the prior years. 
Hybrid Ltd. has a December 31 year end.



Instructions
a.  Record the acquisition of the equipment on May 1, 2018.
b.  Record depreciation at December 31,2018, 2019, 2020, 2021, 2022, and March 1, 2023
c.  Record the disposal of equipment on March 1, 2023, under the following assumptions:
1.  It was scrapped with no residual value.
2.  It was sold for $55,000.
3.  It was sold for $45,000.
4.  It was traded for new equipment with a list price of $108,000. Hybrid was given a trade-in allowance of $55,000 on the old equipment and paid the balance in cash. Hybrid determined the old equipment's fair market value to be $50,000 at the date of the exchange.
Taking It Further
What are the arguments in favour of recording gains and losses on disposals of property, plant, and equipment as part of profit from operations? What are the arguments in favour of recording them as non-operating items?
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