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Unit Test – Accounting for Depreciation

The following information was extracted from the books of Chris Samson:

	
	31 December 2004

	
	$

	Furniture and fittings (at cost)
	36,000

	Provision for depreciation
	6,000

	Motor van (at cost)
	280,000

	Provision for depreciation
	142,800

	
	


During the year 2005, the following transactions took place:

	Date
	Transaction
	Amount ($)

	Jul. 1, 2005
	Bought an extra motor van
	200,000

	Jul. 15, 2005
	Paid license fee for the motor van
	1,000

	Dec. 16, 2005
	Bought a used (second hand) motor van
	11,000

	Dec. 31, 2005
	Paid gasoline 
	750


Chris normally expects a piece of furniture and fittings to last for 6 years with no salvage value.  He uses 30% per annum as the depreciation rate for motor vans using the reducing balance method.

It is the policy of the company to charge full year’s depreciation during the year of acquisition.  
Required

Prepare the following accounts for the year ended 31 December 2005 of Chris Samson:

(a) Furniture and fittings

(b) Provision for depreciation – furniture and fittings

(c) Motor van

(d) Provision for depreciation – motor van

(e) Profit and loss account (extract) for the year ended 31 December 2005

Total marks = 
/ 25
(Round-off to the nearest dollar)

Suggested Answers:

	Furniture and fittings

	2005

Jan. 1
	Balance b/d
	$

36,000
	2005

Dec. 31
	Balance c/d
	$

36,000

	
	
	36,000
	
	
	36,000

	
	
	
	
	
	


	Provision for depreciation – furniture and fittings

	2005

Dec. 31
	Balance c/d
	$

12,000
	2005

Jan. 1
	Balance b/d
	$

6,000

	
	
	
	Dec. 31
	Profit and loss account

($36,000 - $ 0) / 6 
	6,000

	
	
	12,000
	
	
	12,000

	
	
	
	
	
	


	Motor van

	2005

Jan. 1
	Balance b/d
	$

280,000
	2005 

Dec. 31
	Balance c/d
	$

492,000

	Jul. 1
	Bank

($200,000 + 1,000)
	201,000
	
	
	

	Jul. 15
	Bank
	11,000
	
	
	

	
	
	492,000
	
	
	492,000

	
	
	
	
	
	


	Provision for depreciation – motor van

	2005

Dec. 31
	Balance c/d
	$

247,560
	2005

Jan. 1
	Balance b/d
	$

142,800

	
	
	
	Dec. 31
	Profit and loss account (W1)
	104,760

	
	
	247,560
	
	
	247,560

	
	
	
	
	
	


	Chris Samson

Profit and loss account (extract)

for the year ended 31 December 2005

	
	
	$


	
	
	

	Provision for depreciation – furniture & fittings
	
	6,000
	
	
	

	Provision for depreciation – motor van
	
	104,760
	
	
	

	Gasoline
	
	750
	
	
	

	
	
	
	
	
	


Working #1 (W1):

Depreciation of motor van for the year ended 31 December 2005:

[($280,000 - $142,800) x 30% + ($200,000 + $1,000 + $11,000) x 30%]

= $41,160 + $63,600 = $104,760
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