Problem 9.1A
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The cost of plant assets includes all expenditures reasonable, necessary and directly
attributable for getting the assets to the place of use and into its working condition
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Capital /

Expenditure Amount($) Alc treatment
Revenue
Added to plant asset cost

Price ofthe equipment | 260,000 | Captalized

eaue P (5285,000-525,000)
Interest charges 4500 |Revenue Interest expenditure
Sales Tax 15,000  |Capitalized | Added to plant asset cost
Freight Charges 1000 |Capitalized | Added to plant asset cost
Instalation cost 5000 |Capialized | Addedto plant asset cost
Repair of computer
o 500 Revenue Repair & Maintenance charges
Printing of ad

inting of admission 4 oo Revenue Advertising expenditure.

brochures
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$ 21,000 is added to the new computing equipment cost. ($15,000+ 1,000+ $5,000)
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The following is the computation for depreciation under straight ine method:

Depreciation under straight line method = So8t-Salvage value

useful life
_ $260,000+521,000
5
[556,200)

S.No. | Account name Debit($) | Credit($)
1| Depreciation expense -Equipment 56,200

To Accumulated depreciation -Equipment 56,200

(To record depreciation on equipment)





