Chapter 23

Plant Assets and Depreciation
Notes Packet

Section 1: Plant Assets and Equipment
Assets, such as ____________________________, are used for more than one accounting period, so the cost of these assets is spread over a number of years.
Current Assets

Assets that are either _________________________________ during the normal operating cycle of the business, usually one year. Examples are:
· _________________________________
· _________________________________ (collect cash from charge customers within a short period of time)

· _________________________________ (sold within a short period of time)

Plant Assets

Long-lived assets that are ______________ in the production or sale of other assets or services _______________________________.

Examples are:
· ________________________________________
· ________________________________________

· ________________________________________

· ________________________________________

· ________________________________________

Allocating the Cost of Plant Asset

· Allocating the cost of a plant asset over that asset’s useful life is called ____________________________________.

· _______________________________________________.
Estimating Depreciation of a Plant Asset

There are four factors used to calculate depreciation:

· ____________________________________________
· ____________________________________________
· ____________________________________________
· ____________________________________________
Plant Asset Cost


The _____________________________ is the price paid for the asset plus any sales taxes, delivery charges, and installation charges.
Estimated Useful Life of a Plant Asset

The __________________________________________ is the number of years the asset is expected to be used before it wears out, becomes outdated, or is no longer needed by the business.
Estimated Disposal Value of a Plant Asset

The  _______________________________________ is the estimated value of a plant asset at its replacement time is called disposal value.
Depreciation Method

· ___________________________ equally distributes the depreciation expense over an asset’s estimated useful life.

· ___________________________ method estimates useful life measured in units of use rather than units of time.

· ____________________________ are based on the theory that an asset loses more value in the early years of its useful life than in the later years.
Calculating Depreciation
To calculate depreciation, you need to know the cost of the asset, the estimated useful life, and the estimated disposal value.

Original         -       Estimated Disposal         =      Amount to be  

 Cost                             Value                               Depreciated
                  -                                      =
Next calculate the annual depreciation expense using the straight-line method:

             Amt. to be          /            Estimated                       Annual
Depreciated                     Useful Life          =       Depr. Expense
                                       /                                       =
Plant Asset Records

Businesses maintain records for each ________________________ ____________________________________________________.
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Balance Sheet

December 31, 20--

I = [N |

Delivery Equipment 16 /50000

Less: Accum. Depr.—Delivery Equip. 9100000 7|500[00
Office Equipment 50(000(00

Less: Accum. Depr—Office Equip. 8112500 41|875|00
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Section 3:
Accounting for Depreciation Expense at the End of a Year

What You’ll Learn

· How to record adjusting entries in the general journal for depreciation.

· How to record depreciation adjustments on a work sheet.

· How to report ________________________________ and _____________________________ on financial statements.

Why It’s Important

_________________ are made to record __________________. This allows businesses to present up-to-date financial information about plant assets.

Adjusting for Depreciation Expense

After depreciation on plant assets is calculated, adjustments are made to record depreciation for the period.

Depreciation Expense

· __________________________ is an expense account.

· Depreciation Expense is reported on the _____________ ___________________________.

· At the end of the year, Depreciation Expense is _________ _________________________.

Accumulated Depreciation

The balance of ________________________ represents the total amount of depreciation expensed since the asset was purchased.

_______________________________ is classified as a ________ ________________ account.

    Depreciation Expense 

                          Accumulated Depreciation
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Reporting Depreciation Expense and Accumulated Depreciation on Financial Statements
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Income Statement

For the Year Ended December 31, 20--

Operating Expenses
Depreciation Expense—Delivery Equip. 3l000]00
Depreciation Expense—Office Equip. 2|500/00
Total Operating Expenses 94|351,00
Operating Income 51|342/00
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