In January 2015, Mitzu Co. pays $2,600,000 for a tract of land with two buildings op it. It o)
demolish Building 1 and build a new store in its place. Building 2 will be a company office: m? b
praised at $644,000, with a useful life of 20 years and a $60,000 salvage value. A lighteg EM%; ¢
€1 P1 near Building 1 has improvements (Land Improvements 1) valued at $420,000 that are expected ~= w_o_
another 12 years with no salvage value. Without the buildings and improvements, the tract of _m”amm

valued at $1,736,000. The company also incurs the following additional costs:

Probliem 10-3A
Asset cost allocation;
straight-line depreciation
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: wy e ceeee$ 328400

Cost to demolish Building I .. ..... e TN S o B
Cost of additional land grading ........... ARSI ACTS P- N  Jp AP 175,400
Cost to construct new building (Building 3), having a useful life
of 25 years and a $392,000 salvage value .. ................... T A 2,202,000
Cost of new land improvements (Land Improvements 2) near Building 2
164,000
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having a 20-year useful life and no salvage value . ..... o A

Vo

Required

1. Prepare a table with the following column headings: Land, Building 2, Building 3, Land Improvemn
1, and Land Improvements 2. Allocate the costs incurred by Mitzu to the appropriate columns and
tal each column (round percents to the nearest 1%).

2. Prepare a single journal entry to record all the incurred costs assuming they are paid 1

(3) Depr—Land January 1, 2015. i
w.c.mEmﬁrom:am:a-znoémgoavE.%mnoﬁ:o_u@omawﬁ,ﬁm&.cmasmosﬁoﬁo record deprecia

Improv. 1 and 2, $32,500 and
$8,200 the 12 months of 2015 when these assets were in use.

Check (1) Land costs,
$2,115,800; Building 2 costs,

$598,000
n cashon




