
  

1 
 

Plant Assets & Intangibles 
Plant assets have some special characteristics. For example, you hold them for use in the 

business—not to sell as inventory.  

ؤصىٌ االإصىم لها بلع الخصاثص الخاصت. كلى طبُل االإثاٌ، ًمىىً الاخخفاؾ بها للاطخخدام في 

 ها هما االإخصون.ولِع لبُل -الأكماٌ

The full cost invested in plant assets can be a challenge to determine, because of the difficulty of 

tracking installation, shipping, and other costs related to the asset.   

 
ً
، هـسا

ً
ل جددًد الخيلفت اليلُت االإظدثمسة في ؤصىٌ االإصىم جددًا

ّ
ؼي لصلىبت جدبم الترهُب والشحً  ٌُ

 والخيالُف الأخسي االإخلللت بالأصل.

Plant assets usually last several years and, as a result, the recovery of their cost should be 

allocated over the years they are expected to be used. 

ب جخصُص اطترداد جيلفتها كلى مداز الظىىاث التي جدوم ؤصىٌ االإصىم كدّة طىىاث، وهىدُجت لرلً ًج

 ًخىكم اطخخدامها فيها.

Plant assets may be sold or traded in. Accounting for the disposal of a plant asset is important 

because the disposal may create a gain or loss that must be reported on the income statement.  

 لأنّ 
ً
 مهما

ً
لدّ ؤمسا ٌُ كد ًخم بُم ؤصىٌ االإصىم ؤو االإخاحسة بها. االإداطبت كً الخخلص مً ؤصىٌ االإصىم 

س كنها بلاثمت الدخل.  الخخلص منها كد ًادي بلى زبذ ؤو خظازة ًجب الخلسٍ

The first learning objective is to measure the cost of a plant asset. 

 ول:  ييس  كللة  صول: امصنع الهدف التعليمي الأ

Assets should be recorded at their cost.  This is not only the purchase price, but all the necessary 

costs to get the asset ready for its intended use. 

ت لخجهحز ًجب حسجُل الأصىٌ بخيلفتها. وهرا لا ٌؼمل فلؽ زمً الؼساء، ولىً حمُم الخيالُف ا لظسوزٍ

 الأصل للاطخخدام االإددد.

There are several types of plant assets.  Common account groupings include: land, land 

improvements, buildings, machinery & equipment, and furniture & fixtures. 

الإلسوفت: الأزاض ي، جدظِىاث الأزاض ي، هىان كدّة ؤهىاق مً ؤصىٌ االإصىم. وحؼمل مجمىكاث الحظاباث ا

 االإباوي، الآلاث واالإلداث، الأزار والخجهحزاث.
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The cost of land is not depreciated.  It includes the following costs paid by the purchaser: 

 جيلفت الأزاض ي لا ًخم اهخلاهها. وهي جخظمً الخيالُف الخالُت االإدفىكت مً كبل االإؼتري 

• purchase price طلس الؼساء    

• brokerage commission كمىلت الىطاػت    

• survey and legal fees االإسح والسطىم اللاهىهُت    

• property taxes in arrears طساثب االإمخلياث االإخإخسة    

• taxes assessed to transfer the ownership (title) on the land ىُت الأزض الظساثب االإلسزة لىلل مل

 )طىد االإلىُت(

• cost of clearing the land and removing unwanted buildings جيلفت جؼهحر الأزض وبشالت االإباوي غحر

 االإسغىب بها

The cost of land does not include the following costs: 

 جيلفت الأزض لا حؼمل الخيالُف الخالُت:

• fencing الظُاج 

• paving جبلُؽ 

• sprinkler systems ؤهـمت السػاغ    

• lighting الؤطاءة    

• signs الؤػازاث 

These separate plant assets—called land improvements—are subject to depreciation.  

 وهي مىطىق للاهخلان. -جدعى جدظِىاث الأزض -هره الخيالُف االإظخللت

The cost of a building includes: جيالُف االإباوي حؼمل    

• architectural fees ت  ؤحىز ملمازٍ

• building permits زخص البىاء 

• contractor charges ٌزطىم االإلاو 

• payments for material, labor, and overhead الدفم لأحل االإىاد، الأحىز، االإصازٍف الؤطافُت 

The time to complete a building can be months, even years. If the company constructs its own 

assets, the cost of the building may include the cost of interest on borrowed money. If it 

purchases an existing building, its cost includes the purchase price, plus the cost to repair and 

renovate the building for its intended use. 

الىكذ اللاشم لإنهاء بىاء كد ًيىن ؤػهس، وكد ٌظخغسق طىىاث، بذا واهذ االإيؼإة هي مً جلىم بةوؼاء 

ؤصىلها الخاصت، ف جيلفت االإباوي جخظمً جيلفت الفاثدة كلى الأمىاٌ االإلترطت. ؤما بذا وان الؼساء الإباوي 

 بلُه جيلفت الؤصلاح وال
ً
 ترمُم لأحل اطخخدامها االإلصىدمىحىدة فةن الخيلفت جخظمً طلس الؼساء مظافا

Machinery and Equipmentالآلات ولامصعدات 
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The cost of machinery and equipment includes its: 

 جخظمً جيلفت الآلاث واالإلداث 

• purchase price (less any discounts)  مىه ؤي جخفُظاث( 
ً
طلس الؼساء )مخصىما  

• transportation charges لل مصسوفاث الى  

• insurance while in transit الخإمحن بِىما ًخم هللها 

• sales and other taxes بت االإبُلاث وطساثب ؤخسي  طسٍ

• purchase commission اث  كمىلت االإؼترً

• installation costs ولف الترهُب 

• cost of testing the asset before it is used   ولفت اخخباز الأصىٌ كبل اطخخدامها

After the asset is up and running, the company no longer debits insurance, taxes, and 

maintenance costs to the Equipment account.  From that point on, insurance, taxes, repairs, and 

maintenance costs are recorded as expenses.  

دمّل جيالُف الخإمحن والظساثب والؤصلاح كلى خظاب االإلداث بلد ان جبدؤ الأصىٌ كملها، ف
ُ
ةن الؼسهت لا ج

 والأحهصة .

 مً هره الىلؼت فةن هره االإصسوفاث ًخم حسجُلها همصسوفاث.

Furniture and fixtures include desks, chairs, file cabinets, display racks, shelving, and so forth.  

The cost of furniture and fixtures includes the basic cost of each asset (less any discounts), plus all 

other costs to ready the asset for its intended use. 

 جخظمً ؤزار وؤزار االإىاطد، هساس ي، خصاهاث االإلفاث، زفىف اللسض

 منها
ً
 لها جيالُف  جخظمً جيلفت الأزار طلس جيلفت ول مً هره الأصىٌ )مخصىما

ً
ؤي جخفُظاث( مظافا

 ؤخسي ختى جصبذ حاهصة للغسض االإساد

A company may pay a single price for several assets as a group—a ―basket purchase.‖ For 

accounting, the company must identify the cost of each asset. The total cost (100%) is divided 

among the assets according to their relative sales values. This is called the relative-sales-value 

method.  

 لللدًد مً الأصىٌ همجمىكت )ػساء كدد مً الأصىٌ همجمىكت(. 
ً
 واخدا

ً
كد جدفم الؼسهت طلسا

  %( جلظم100للمداطبت، ًجب كلى الؼسهت جددًد جيلفت ول ؤصل. الخيلفت الؤحمالُت )
ً
بحن الأصىٌ جبلا

لت كُمت االإبُلاث اليظبُت. دعى ػسٍ ًُ  للُم البُم اليظبُت. وهرا 
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Example: 

 Fair value Percent Multiply percent by 

total cost of $140000 
Allocated cost 

Land $75000 50% $70000 

Building $60000 40% $56000 

Equipment $15000 10% $14000 

Total $150000 100% $140000 

  Divide fair value of each asset by 

the total fair value of $150000 

ًخم طسب اليظب بةحمالي 

جيلفت الؼساء والبالغت 

140000 

 

ًخم جلظُم اللُمت اللادلت ليل ؤصل   

كلى بحمالي اللُم اللادلت والبالغت 

150000 

 

Accountants divide spending made on plant assets into two categories: 

 ًلظم االإداطبىن الؤهفاق كلى ؤصىٌ االإصىم، بلى فئخحن، هما:

• Capital expenditures هفلاث زؤطمالُت    

• Expenses هفلاث 

Capital expenditures are debited to an asset account because they: 

 / الأصل مدًً بظبب ؤنها:الىفلاث السؤطمالُت ًخم زطملتها بجلل خـ

• Increase the asset‗s capacity or efficiency, or د كدزة الأصل ؤو هفاءجه، ؤو  جصٍ

• Extend the asset‗s useful life بػالت اللمس الؤهخاجي للأصل 

Expenses incurred to maintain the asset in working order, such as repair or maintenance expense, 

are not debited to an asset account. Examples include the costs of maintaining equipment, such 

as repairing the air conditioner on a truck, changing the oil filter, and replacing its tires. These 

ordinary repairs are debited to Repair and maintenance expense.  

االإصازٍف التي ًخم صسفها للحفاؾ كلى الأصل بدالت كمل، مثل مصازٍف الصُاهت ؤو الؤصلاح، لا ًخم 

 حللها مدًىت وبطافتها لحظاب الأصل.

حؼمل الأمثلت كلى هره االإصازٍف جيالُف صُاهت االإلداث، مثل بصلاح مىُف الهىاء في ػاخىت، وحغُحر فلتر 

ذ، واطدبداٌ بػازاتها. هره الؤصلا   خاث اللادًت ًخم بزباتها مدًىت كلى خـ/ مصسوفاث الصُاهت والؤصلاح.الصٍ
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Capitalize or Expense? Impact of Accounting Errors 

 منسريف رصسمسلي  صم إيرادي ؟ كأثير الخطسء امصحسسبي 

Treating a capital expenditure as an expense, or vice versa, creates an accounting error. This error:  

 ملالجت االإصازٍف السؤطمالُت كلى ؤنها بًسادًت، ؤو باللىع، جخلم خؼإ مداطبي. هرا الخؼإ

• overstates Repair and maintenance expensesادة مصسوفاث الصُاهت والؤصلاح ؤهثر مما ًجب  شٍ

• understates net income وبالخالي جخفُع صافي الدخل ؤهثر مما ًجب 

• understates Equity وجخفُع زؤض االإاٌ ؤهثر مما ًجب    

• understates the Equipment account on the balance sheet 

 جخفُع خظاب االإلداث بلاثمت االإسهص االإالي

 If a capital expenditure is incorrectly recorded as an expense: 

 نها مصسوف بًساديبذا جم حسجُل االإصازٍف السؤطمالُت بؼيل خاػئ كلى ؤ 

Overstates expenses ادة بخلُُم االإصازٍف   شٍ

  

 

 

 Understates net income هلص بخلُُم صافي الدخل  

  

 

 

 Understates Equityهلص بخلُُم خلىق االإلىُت  

  

 

 

 Understates assets (equipment) ٌهلص بخلُُم الأصى  
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The second learning objective is to account for depreciation. 

 الهدف التعليمي الثسني امصحسسب  عن الاهتلاك

Depreciation is the allocation of a plant asset‗s cost to expense over its useful life. Depreciation 

matches the expense against the revenue generated from using the asset to measure net income. 

لابل الاهخلان االإصسوف مم  ًُ الاهخلان هى جىشَم جيلفت ؤصىٌ االإصىم بلى مصسوف خلاٌ كمسها الؤهخاجي. 

 الؤًساد االإخىلد مً اطخخدام الأصل مً ؤحل كُاض صافي الدخل

All assets except land wear out as they are used. A delivery truck can only go so many miles 

before it is worn out.  As the truck is driven, this use is part of what causes depreciation.  

ول الأصىٌ ما كدا الأزض حظتهلً كىدما ًخم اطخخدامها. ػاخىت الدظلُم حظخؼُم ؤن حظحر كدد مً 

ظبّب الأمُاٌ كبل ؤن ًيخهي كمسها الؤهخاجي. هما ًخم كُادة الؼاخىت، فةن هرا الاط ٌُ خخدام هى حصء مما 

 .  اهخلان الأصىٌ

Additionally, physical factors, like age and weather, can cause depreciation of assets. Some assets, 

such as computers and software, may become obsolete before they wear out. An asset is obsolete 

when a newer asset can perform the job more efficiently. As a result, an asset‗s useful life may be 

shorter than its physical life.  

 ، . بلع الأصىٌ اثُت، مثل اللمس والؼلع ًمىً ؤن ٌظبب اهخلان الأصىٌ بطافت بلى ذلً، اللىامل الفحزً

ت كبل ؤن يهخلً. الأصل ًصبذ كدًم اللُمت مثل الىمبُىجساث والبرمجُاث، ًمىً ؤن ًصبذ كدًم اللُم

كىدما ًلىم ؤصل ؤخدر بةهجاش اللمل بىفاءة ؤهبر. هىدُجت، فةن اللمس الؤهخاجي كد ًيىن ؤكصس مً اللمس 

اجي.   االإادي الفحزً

In all cases, the asset‗s cost is depreciated over its useful life.  

 اهخلاهها خلاٌ كمسها الؤهخاجي في ول الحالاث، فةن جيلفت الأصل ًخم

Depreciation is not a process of valuation. Businesses do not record depreciation based on 

changes in the asset‗s market (sales) value.  Depreciation is recapturing the cost invested in the 

asset. Depreciation does not mean that the business sets aside cash to replace an asset when it is 

used up. Depreciation has nothing to do with cash. 

الاهخلان لِع كمُلت جثمحن. ميؼأث الأكماٌ لا حسجّل الاهخلان بىاء كلى حغحّر كُمت الأصل الظىكُت 

دثمسة في الأصل. الاهخلان لا ٌلني ؤن ميؼإة الأكماٌ )اللُمت البُلُت(. الاهخلان هى اطترداد الخيلفت االإظ

. الاهخلان لِع له كلاكت بالىلد.
ً
 االإبالغ الىلدًت لاطدبداٌ الأصل كىدما يهخلً جماما

ً
 طخظم حاهبا

Depreciation of a plant asset is based on three factors: 

1.Cost 

2. Estimated useful life 

3. Estimated residual value 
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ٌظدىد اهخلان الأصىٌ لثلار كىامل: الخيلفت، الحُاة االإفُدة االإلدزة، اللُمت االإخبلُت االإلدزة )كُمت 

 الىفاًت(

Cost is known and, as mentioned earlier in this chapter, includes all items spent for the asset to 

perform its intended function. The other two factors are estimates. 

الخيلفت هما حللم وجم ذهسه في وكذ طابم بهرا الفصل، جخظمً البىىد التي صسفذ كلى الأصل لأداء 

ً هما جلدًساث.  وؿُفتها االإدددة. اللاملحن الآخسٍ

Estimated useful life is the length of the service period expected from the asset. Useful life may be 

expressed in years, output, miles, or some other unit.  

اللمس الؤهخاجي الخلدًسي هى ػىٌ فترة الخدمت االإخىكلت مً الأصل. الحُاة الؤهخاحُت االإفُدة ًمىً ؤن ًخم 

 الخلبحر كنها بالظىىاث، باالإخسحاث، بالأمُاٌ، ؤو وخداث ؤخسي 

For each asset, the goal is to define the estimated useful life with the measure (years, units, and so 

forth) that best mimics the asset‗s decline or use.  For example, a building‗s life is stated in years, a 

truck‗s in the number of miles it can drive, and a Xerox copier‗s in the number of copies it can 

make. 

ليل ؤصل، فةن الهدف ؤن ًخم حلسٍف اللمس الؤهخاجي االإفُد الخلدًسي بلُاض )طىىاث، وخداث، .. بلخ( 

ل حُد لخىاكص كُمت الأصل هدُجت الاطخخدام. همثاٌ، خُاة االإباوي ًخم جددًدها 
ّ
والري ًيىن مُمث

 بالظىىاث، الؼاخىت بلدد الأمُاٌ االإلؼىكت، آلت الؼباكت بلدد اليسخ االإؼبىكت.

Estimated residual value—also called salvage value—is the asset‗s expected cash value at the 

end of its useful life. A delivery truck‗s useful life may be 100,000 miles. When the truck has 

driven that distance, the company is done depreciating the truck. The expected cash receipt at the 

end of the truck‗s life is the truck‗s estimated residual value. Estimated residual value is not 

depreciated because you expect to receive this amount at the end. Cost minus residual value is 

called depreciable cost.  

والتي حظمى كُمت الىفاًت( هي كُمت الىلد االإخىكلت في نهاًت اللمس الؤهخاجي.  -اللُمت االإخبلُت التي جمّ جخمُنها

مُل. كىدما الؼاخىت حظحر جلً االإظافت، فةن االإيؼإة جيىن كد اهخلىذ  100000اللمس الؤهخاجي للؼاخىت 

 الؼاخىت. 

There are many depreciation methods, but three are used most commonly.  They are:  

 هىان اللدًد مً ػسق الاطتهلان، ولىً ًخم اطخخدام زلازت منها بؼيل ػاجم، هي:

• Straight-line لت اللظؽ الثابذ   ػسٍ  

• Units-of-production وخداث الؤهخاج   

• Declining-balance السصُد االإخىاكص    

These methods work differently in how they derive the yearly depreciation amount, but they all 
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result in the same total depreciation over the total life of the asset. 

هره الؼساثم حلمل بؼيل مخخلف بىُفُت اػخلاق مبلغ الؤهلان الظىىي، ولىنها جادي حمُلها بلى هفع 

 اجي للأصل.بحمالي الؤهلان كلى مداز اللمس الؤهخ

The straight-line (SL) method allocates an equal amount of depreciation to each year. The 

formula to compute straight-line depreciation is as follows:  (Cost minus residual value) x one 

over the life x no of months/12= depreciation.  

ل خصّص ػسٍ
ُ
لت اللظؽ ج ت اللظؽ الثابذ مبلغ مدظاوي للإهلان ليل طىت. الصُغت لحظاب الاهلان بؼسٍ

 الثابذ هي هما ًلي:

 منها اللُمت االإخبلُت بنهاًت اللمس الؤهخاجي مظسوبت بلدد الأػهس ملظمت كلى كدد ؤػهس 
ً
الخيلفت مؼسوخا

 12الظىت وهي 

An asset‗s book value equals its cost less accumulated depreciation. As an asset is used, 

accumulated depreciation increases and book value decreases. 

 منها الاطتهلان االإتراهم. كىد اطخخدام الأصل، فةن 
ً
ت للأصل حظاوي الخيلفت مؼسوخا اللُمت الدفترً

ت.   الاطتهلان االإتراهم ًتزاًد، وجىخفع اللُمت الدفترً

The units-of-production (UOP) method allocates a fixed amount of depreciation to each unit of 

output. A unit of output can be miles, units, or output, depending on which unit type best defines 

the asset‗s use.  

لت وخداث الؤهخاج الىمُت الثابخت مً الاهخلان لي خصص ػسٍ
ُ
ل وخدة مً وخداث االإخسحاث. وخدة ج

لبّر بؼيل ؤفظل كً اطخخدام 
ُ
االإخسحاث كد جيىن ؤمُاٌ، وخداث، ؤو مخسحاث خظب هىق الىخدة التي ح

 الأصل.

Depreciation per unit is computed by multiplying the cost minus the residual value by one over 

the life expressed in units.  To determine the depreciation for the period, multiply the 

depreciation per unit by the activity during the period – for example, the units produced during 

the year. 

 منها اللُمت االإخبلُت كلى كدد الىخداث خلاٌ 
ً
ًخم خظاب الاهخلان ليل وخدة بلظمت الخيلفت مؼسوخا

 مس الؤهخاجي.الل

همثاٌ،  -لخددًد الاهخلان خلاٌ الفترة، ًخم طسب اهخلان الىخدة الىاخدة بىخداث اليؼاغ خلاٌ الفترة

 الىخداث االإىخجت خلاٌ الظىت.

The main accelerated method of depreciation is the double-declining balance (DDB) method. An 

accelerated depreciation method writes off more depreciation near the start of an asset‗s life than 

straight-line does.  

لت الاطتهلان  لت السصُد االإخىاكص االإصدوج. بذ جادي ػسٍ لت السثِظُت االإدظازكت للاهخلان هي ػسٍ الؼسٍ
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د مً الاطتهلان باللسب مً بداًت كمس الأصل م لت اللظؽ الثابذ. االإدظازق بلى الخخلص مً االإصٍ  لازهت بؼسٍ

Note that residual value is not included in the formula.  Residual value is ignored until the last 

year.  Final-year depreciation is calculated as the amount needed to bring the asset to its residual 

value.  

لُت غحر مخظمىت في الصُغت. اللُمت االإخبلُت ًخم ججاهلها لآخس الظىت. اهخلان الظىت لاخف ؤن اللُمت االإخب

 الأخحرة ًخم اخدظابه كلى ؤهه االإبلغ االإؼلىب للىصىٌ بالأصل بلى كُمخه االإخبلُت.

The formula to compute double-declining-balance is as follows:  The cost minus accumulated 

depreciation (book value) is multiplied by 2 divided by the life of the asset multiplied by the 

number of months/12.  Hence, the name ―double‖.   Since book value decreases each year, the 

amount of depreciation expense will decrease over the asset‗s life. 

 منها الاطتهلان االإتراهم )اللُمت الصُغت لح
ً
ظاب السصُد االإخىاكص االإصدوج هي هما ًلي: الخيلفت مؼسوخا

 ب 
ً
ت( مظسوبا  بلدد الأػهس كلى  2الدفترً

ً
 كلى خُاة الأصل ومظسوبا

ً
. ومً هىا حاء اطم 12وملظما

 "مصدوج"

ت جدىاكص ول كام، فةن همُت مصسوف الاهخلان طخدىاك  ص خلاٌ خُاة الأصل.ػاالإا ؤن اللُمت الدفترً

Which method is best?  

لت هي الأفظل؟  ؤيّ ػسٍ

That depends on the asset. A business should match an asset‗s expense against the revenue that 

the asset produces.  Following are some guidelines: 

ازي مم هفلاث الأصىٌ ملابل الؤًساداث التي ًيخجها هرا ٌلخمد كلى الأصل. ًجب ؤن ًخؼابم اليؼاغ الخج

 الأصل. الآحي هي بلع الؤزػاداث:

• Straight-Line : For an asset that generates revenue evenly over time, the straight-line method 

follows the matching principle. Each period shows an equal amount of depreciation.  For 

example, the straight-line method would be good for depreciating a building. 

لت اللظؽ الثابذ  اللظؽ الثابذ: باليظبت للأصل الري ًىّلد بًساداث بالدظاوي بمسوز الىكذ، جدبّم ػسٍ

 مً الؤهلان. كلى طبُل االإثاٌ، كد 
ً
ا  مدظاوٍ

ً
لت اللظؽ مبدؤ االإؼابلت. جـهس ول فترة ملدازا جيىن ػسٍ

 الثابذ مفُدة لاخدظاب اهخلان االإبنى.

• Units-of-Production:  The UOP method works best for an asset that depreciates due to wear and 

tear, rather than obsolescence. More use causes greater depreciation. For example, UOP would 

be good for depleting natural resources, like oil or coal.  UOP is also good for vehicles (miles) and 

machinery (machine hours).  

لت وخداث الؤهخاج بؼيل ؤفظل مم الأصل الري جىخفع كُمخه بظبب البلى،  وخداث الؤهخاج: حلمل ػسٍ

ظبّب اطتهلاو ٌُ د مً الاطخخدام   مً الخلادم. االإصٍ
ً
لت وخداث بدلا  ؤهبر. كلى طبُل االإثاٌ، طخيىن ػسٍ

ً
ا
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لت وخداث اليؼاغ حُد   ػسٍ
ً
اليؼاغ حُدة لاطخجزاف االإىازد الؼبُلُت، مثل الىفؽ ؤو الفدم. ؤًظا

 للمسهباث )بالأمُاٌ(، والآلاث )طاكاث كمل الآلت(.

• Double-Declining-Balance:  The accelerated method (DDB) works best for assets that produce 

more revenue in their early years. Higher depreciation in the early years is matched against the 

greater revenue.  For example, DDB would be good for depreciating computers.  

لت االإدظازكت حلمل بؼيل ؤفظل مم الأ  د مً الؤًساداث السصُد االإخىاكص االإصدوج: الؼسٍ صىٌ التي جيخج االإصٍ

لابل الاطتهلان الأكلى في الظىىاث الأولى الؤًساداث الأهبر. كلى طبُل االإثاٌ، طخيىن  ًُ في طىىاتها الأولى. 

لت السصُد االإخىاكص االإصدوج مفُدة لإهلان ؤحهصة الىمبُىجس.  ػسٍ

Straight- Line Units of production Double declining balance 

For assets that generate revenue over 

time 

For assets that depreciate due to 

wear and tear 

For assets that produce more revenue in 

their early years 

Wear and tear: the damage to objects, furniture, property, etc. that is the result of normal use 

The insurance policy does not cover damage caused by normal wear and tear. 

 

 الاهتراء: الظسز الري ًلحم بالأػُاء والأزار واالإمخلياث وما بلى ذلً هدُجت الاطخخدام اللادي.

 لا حغؼي بىلُصت الخإمحن الأطساز الىاحمت كً البلى اللادي

Question 1: Hastings Company has purchased a group of assets for $350,000.  The assets and 

their market values are listed as follows: 

 $ وكد واهذ الأطلاز الظىكُت لها والخالي:350000اػترث الؼسهت مجمىكت مً الأصىٌ ب 

 Land $125,000 ؤزض

 Equipment 75,000 ملداث

 Building 200,000 مباوي

Calculate the actual price for each of the purchased assets 

 ً الأصىٌ االإؼتراةاخظب طلس الؼساء الفللي ليل م

 كُمت الؼساء الفللُت اللُمت الظىكُت 

 109375=400000÷ 350000× 125000 125000 الأزض

 65625=400000÷ 350000× 75000 75000 االإلداث

 175000=400000÷ 350000×  200000 200000 االإباوي

 400000 350000 
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Question 2: Toys Ltd. bought the following in a basket purchase for $750,000. 

Building FMV of $375,000 

Land  FMV of $250,000 

Equipment FMV of $300,000 

Compute the price allocated to each for this purchase. 

اث  اخظب الظلس االإخصص ليل مً هره االإؼترً

Answer:   Building    (375,000/925,000) x 750,000 = 304,054 

  Land     (250,000/925,000) x 750,000 = 202,703 

  Equipment (300,000/925,000) x 750,000 = 243,243 

 

Question 3: Jones Construction purchased a group of assets for $740,000.  The individual assets 

and their market values are listed as follows.  Prepare the journal entry to record the transaction.  

. الأصىٌ االإؼتراة مم ؤطلازها الظىكُت هما ًلي. كم بةزباث كُد الُىمُت اللاشم 740000اػترث ػسهت... مجمىكت ؤصىٌ بـ

 لإزباث االإلاملت

Land $450,000 

Building 400,000 

Equipment 150,000 

$450,000 + 400,000 + 150,000 = 1,000,000  

Land (450,000/1,000,000) × $740,000 = 333,000  

Building (400,000/1,000,000) × $740,000 = 296,000  

Equipment (150,000/1,000,000) × $740,000 = 111,000  

Land $333,000  

Building 296,000  

Equipment 111,000  

 Cash  $740,000 
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Question 4: Taylor Computer Services purchased a tract of land and contracted with a builder to 

build an office building, a parking lot, and landscaping.  The following transactions resulted from 

the contractor's activities.  Determine the total costs allocated to the land, building, and land 

improvements accounts. 

مىؼلت ؤزض وحلاكدث مم بىّاء لبىاء مباوي االإىخب، ميان وكىف، ومىكم. االإلاملاث  Taylorاػترث ػسهت 

. خدّد الخيالُف اليلُت االإخصصت للأزض، للمباوي، ولخدظِىاث الأزاض ي.  الخالُت هخجذ مً وؼاػاث االإلاوٌ

Purchased land for $135,000. ػساء ؤزض 

Paid a demolition company $40,000 to remove an old structure on the property.  

 دفم لؼسهت هدم لإشالت مبنى كدًم باالإلىُت

Paid $14,000 in delinquent taxes on the property. دفم طساثب ملىُت مخإخس دفلها 

Paid the contractor $333,000 to design and build the office building.  ٌلخصمُم وبىاء مباوي 333000دفم االإلاو $

 االإىخب

Paid $34,700 for fencing.  س34000دفم $ للدظىٍ  

Paid $39,500 for paving.  للخبلُؽ39500دفم $  

Paid an electrical contractor $14,900 for outdoor lighting.  للإهازة 14900دفم الإلاوٌ الىهسباء $

 الخازحُت

 

a. Cost of land  _______________ 

b. Cost of building  _______________ 

c. Cost of land improvements  _______________  

Answer:   

a. Land = 135,000 + 40,000 + 14,000 = 189,000  

b. Building = $333,000  

c. Land improvements = 34,700 + 39,500 + 14,900 = 89,100   

 

 

Question 5: Record journal entries for the following transactions involving plant assets.  

a. Paid $105,000 for equipment.  

b. Paid $500 freight to have equipment delivered. مصسوفاث كلى حظلُم االإلداث 

c. Paid $2,700 to have equipment installed. جسهُب االإلداث 

d. Paid $55,000 to have a similar piece of equipment overhauled ػساء كؼلت ممازلت مً االإلداث جم بصلاخها 

e. Paid $1,200 for periodic maintenance to the new equipment لدوزٍت للملداث الجدًدة الصُاهت ا  
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Date Accounts Debit Credit 

a. 
Equipment 105,000  

 Cash  105,000 

b. 
Equipment 500  

 Cash  500 

c. 
Equipment 2,700  

 Cash  2,700 

d. 
Equipment 55,000  

 Cash  55,000 

e. 
Repairs expense 1,200  

 Cash  1,200 

 

Question 6: A large truck was purchased on January 1 at a cost of $60,000 and has a salvage 

value of $5,000 after its life of 120,000 miles (5 years).  The truck was driven 23,000 miles in year 

1 and 25,000 in year 2.  Calculate the depreciation expense for years 1 and 2 under straight-line, 

double-declining-balance and units-of-production depreciation. 

$ بنهاًت 5000، لها كُمت مخبلُت 60000جم ػساء ػاخىت بإوٌ واهىن الثاوي )الؼهس الأوٌ بالظىت( بمبلغ 

مُل بالظىت الأولى،  23000طىىاث(. جمذ كُادة الؼاخىت  5مُل ) 120000اللمس الؤهخاجي الري ًلدز بـ 

 مُل بالظىت الثاهُت. 25000و

وفم ػساثم الاهخلان: اللظؽ الثابذ، صلف اللظؽ  اخظب هفلت الاهخلان بالظىت الأولى والثاهُت

 االإخىاكص، ووخداث الؤهخاج.

Year Year 1  

B A Straight-line 

D C Double-declining balance 

F E Units-of-production 

A:  (60000 – 5000)/5 =11000 for year 1  

B:  (60000 – 5000)/5 =11000 for year 2 

C:  60000 x 2/5 = 24000 for year 1 

D:  (60000 – 24000) x 2/5 = 14400 for year 2  

E:  (60000 – 5000)/120000 = 0.458; 0.458 x 23000 = 10,534 

F: 0.458× 25000= 11450 
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Question 7: McAfee Construction acquired the following plant assets on January 1, 2009.  The delivery equipment 

was driven for 12,000 miles of its useful estimated life of 100,000 miles.  Compute depreciation for each of the assets.  

(. جمذ كُادة ملداث الخىصُل  مُل مً  12000كامذ ػسهت... بدُاشة الأصىٌ الخالُت في واهىن الثاوي )الؼهس الأوٌ

 مُل. اخظب الاهخلان ليل مً الأصىٌ الخالُت. 100000ؤصل كمسها االإلدز بـ 

Assets Cost Residual Value Useful Life Depreciation Method 

Office Equipment $150,000 $  5,000 5 years Straight-line 

Building $240,000 $20,000 20 years Double-declining balance 

Delivery equipment $125,000 $25,000 10 years  Units-of-production 

 

a. Office equipment  ___________________  

b. Building   ___________________  

c. Delivery equipment  ___________________   

Answer:   

a. Office equipment - (150,000 - 5,000) x 1/5 x 12/12 = $29,000  

b. Building - 240,000 × 2/20 × 12/12 = $24,000  

c. Delivery equipment - (125,000 - 25,000) x 1/100,000 = 1 × 12,000 = $12,000   

 

Question 8: Porter Business Products acquired equipment on January 1, 2008 for $470,000.  

The equipment has an estimated useful life of 5 years and an estimated residual value of 

$30,000.  The equipment is expected to produce 150,000 units.  During 2008, the equipment 

produced 24,000 units and during 2009, the equipment produced 60,000 units.  Calculate 

depreciation expense for 2008 and 2009 under each of the following methods.  

طىىاث وكُمت  5. للملداث كمس بهخاجي 470000بمبلغ  2008خاشث ػسهت.... ملداث خلاٌ ػهس واهىن الثاوي 

ت بنهاًت اللمس الؤهخاجي  ، ؤهخجذ 2008وخدة. خلاٌ كام  150000$. مً االإخىكم ؤن جيخج االإلداث 30000جلدًسٍ

 2008الاهخلان خلاٌ كامي وخدة. اخظب هفلت  60000ؤهخجذ  2009وخدة، وخلاٌ كام  24000االإلداث 

 وفم ػساثم الاهخلان الخالُت: 2009و

 Depreciation Method 2008 2009 طريق  الاهتلاك

   Straight-line اللظؽ الثابذ

   Double-declining balance طلف السصُد االإخىاكص

   Units-of-production وخداث الؤهخاج
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Depreciation Method 2008 2009 

Straight-line $88,000 $88,000 

Double-declining balance $188,000 $112,800 

Units-of-production $70,320 $175,800 

Straight-line -($470,000 - 30,000) x 1/ 5 x 12/12 = $88,000 per year  

Double-declining balance  

2008 - $470,000 × 2/5 × 12/12 = $188,000,  

2009 - ($470,000 - 188,000) × 2/5 × 12/12 = 112,800  

Units-of-production - ($470,000 - 30,000) x 1/150,000 units = $2.93 per unit  

2008 - $2.93 × 24,000 units = $70,320,  

2009 - $2.93 × 60,000 units = $175,800     

Question 9: Blake Roofing Company purchased equipment on October 1, 2008 for $106,000. 

The equipment has an estimated useful life of 8 years and an estimated residual value of 

$10,000. The equipment is expected to be used for 60,000 hours. During 2008, the equipment 

was used for 5,000 hours and during 2009, the equipment was used for 15,000 hours. Calculate 

depreciation expense for 2008 and 2009 under each of the following methods.  

ً الأوٌ )الؼهس اللاػس( بمبلغ   8. كدز اللمس الؤهخاجي بـ 106000اػترث ػسهت... ملداث خلاٌ ػهس حؼسٍ

لدز ؤن حلمل االإلداث 10000طىىاث وكُمت الىفاًت بنهاًت اللمس الؤهخاجي   طاكت 60000$. وٍ

اكت. ط 15000جم اطخخدامها  2009طاكت، وخلاٌ كام  5000جم اطخخدام االإلداث  2008خلاٌ كام 

 وفم الؼساثم الخالُت 2009و 2008اخظب مصسوف الاهخلان خلاٌ كامي 

 Depreciation Method 2008 2009 طريق  الاهتلاك

   Straight-line اللظؽ الثابذ

   Double-declining balance صلف السصُد االإخىاكص

   Units-of-production وخداث الؤهخاج

 

Depreciation Method 2008 2009 

Straight-line $3,000 $12,000 

Double-declining balance $6,625 $24,844 

Units-of-production $8,000 $24,000 

Straight-line – 

8002 ($106,000 - 10,000) x 1/ 8 x 3/12 = $3,000 

2009 - ($106,000 - 10,000) x 1/ 8 x 3/12 = $12,000  
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Double-declining balance  

2008 - ($106,000 × 2/8 × 3/12 = $6,625,  

2009 - ($106,000 - 6,625) × 2/8 × 12/12 = 24,844  

Units-of-production - ($106,000 - 10,000) x 1/ 60,000 hours = $1.60 per hour  

2008 - $1.60 × 5,000 hours = $8,000,  

2009 - $1.60 × 15,000 hours = $24,000   

Changes in Useful Life or Residual Value 

أالتغيير بسلعمر الإنتسجي صول بسلقيم  امصتبقي  بنهسي  العمر الإنتسجي

Estimating the useful life of a plant asset poses a challenge. As the asset is used, the business may change its 

estimated useful life.   

لدّز.جلدًس اللمس الؤهخاجي لأص
ُ
غحّر اللمس الؤهخاجي االإ

ُ
يل جددي. بذ ػاالإا ٌظخخدم الأصل، فةن الؼسهت كد ح

ّ
ؼ ٌُ  ىٌ االإصىم 

Accounting changes like this are common because they are estimates and, as a result, are not 

based on perfect foresight.  

 دًساث، و هدُجت لرلً، لا حظدىد كلى زئٍت مثالُت.الخغُحراث االإداطبُت مثل هره ػاجلت لأنها جل

When a company makes an accounting change, generally accepted accounting principles require 

the business to report the nature, reason, and effect of the accounting change. 

 ؤن جلىم ميؼإة الأكماٌ كىدما جلىم الؼسهت بخغُحر مداطبي، جخؼل
ً
ب االإبادت االإداطبُت االإلبىلت كمىما

س كً ػبُلت، طبب، وجإزحر هرا الخغُحر االإداطبي.  بالخلسٍ

For a change in either estimated asset life or residual value, the asset‗s remaining depreciable 

book value is spread over the asset‗s remaining life.  

ت االإخبلُت واللابلت  للخغُحر بما باللمس الؤهخاجي االإلدّز ؤو باللُمت االإخبلُت، فةهه ًخم جىشَم اللُمت الدفترً

 للاهخلان كلى اللمس الؤهخاجي االإخبلي للأصل.

Exercise 1: Thrasher Towing Company owns a fleet of tow-trucks purchased several years ago at a cost of $600,000.  

 $600000جم ػسائه مىر كدة طىىاث بخيلفت كدزها  ػسهت.... جملً ؤطؼىٌ ػاخىاث سحب

At the beginning of the current year, all of the engines in the tow-trucks were overhauled.  The overhauls cost a total 

of $160,000 and are expected to extend the life of the fleet 8 years beyond the original estimated life.   

خىكم جمدًد 160000في بداًت الظىت الحالُت، جم فدص مدسواث الؼاخىاث. وكد ولفذ الخصلُداث الؼاملت ما مجمىكه  $، وٍ

ت الأصلُت. 8خُاة الأطؼىٌ   طىىاث بلد الحُاة الخلدًسٍ

The company has depreciated the fleet using the straight-line method for five years.  The balance in accumulated 

depreciation at the end of the preceding year was $300,000.  

لت اللظؽ الثابذ لخمع طىىاث. والاهخلان االإخجمم بنهاًت الظىت الظابلت ًبلغ   $300000تهخلً الؼسهت الأطؼىٌ باطخخدام ػسٍ

 No residual value has ever been assigned to the trucks.  
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 لم ًخم جخصُص ؤيّ كُمت مخبلُت بنهاًت اللمس الؤهخاجي للؼاخىاث

A. What has been the annual depreciation recorded for the fleet? 

 هم ًبلغ الاهخلان الظىىي االإسجل لأطؼىٌ الؼاخىاث

B. What was the original life of the fleet?  

 هم ًبلغ اللمس الأصلي لأطؼىٌ الؼاخىاث؟

C. What is the remaining life of the fleet after the overhaul? 

 ما هى اللمس االإخبلي لأطؼىٌ الؼاخىاث بلد الؤصلاح الؼامل؟

D. What is the revised amount of annual depreciation for the current year and future years? 

  ما هى االإبلغ االإلدٌّ للاهخلان الظىىي للظىت الحالُت والظىىاث االإظخلبلُت؟

Solution 

A. Depreciation= 300000 ÷ 5= 60000 

B. Original life of the fleet= 600000 ÷ 60000= 10 years 

C. Remaining life of the fleet after the overhaul= 10 years - 5 years + 8 years = 13 years  

D. the revised amount of annual depreciation for the current year and future years = 

The asset‗s remaining depreciable book value =($600,000 - $300,000) + $160,000= 460000 

Remaining life of the fleet after the overhaul= 13 years 

Annual depreciation= 460000÷ 13= $35,385   

Exercise 2: Humphries Greenhouse purchased a greenhouse for $180,000.  The greenhouse had an estimated useful 

life of 20 years and an estimated residual value of $20,000.   

 $20000كام واللُمت االإخبلُت بنهاًت اللمس الؤهخاجي بـ  20. وجم جلدًس اللمس الؤهخاجي للأصل بـ180000اػترث ػسهت بِذ شحاجي بـ 

The greenhouse has been depreciated for five years using the straight-line method.  At the beginning of the sixth year, 

management revises the total useful life of the greenhouse to 12 years.  

لت اللظؽ الثابذ. وفي بداًت الظىت الظادطت،  5جم اهخلان الأصل لـ زاحلذ الؤدازة اللمس الؤهخاجي الؤحمالي طىىاث باطخخدام ػسٍ

 كام 12وكدزجه بـ

A. What has been the annual depreciation recorded for the greenhouse?  

 هم ًبلغ كظؽ الاهخلان الظىىي االإسجل؟

B. What is the book value for the greenhouse?  

ت  ؟هم جبلغ اللُمت الدفترً

C. What is the remaining life of the greenhouse? 

 ما هى اللمس االإخبلي؟

D. What is the revised amount of annual depreciation for the current year and future years?   
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 ما هى االإبلغ االإلدٌّ مً كظؽ الاهخلان الظىىي للظىت الحالُت والظىىاث االإظخلبلُت؟

Answer:   

a. Annual Depreciation= ($180,000 - $20,000)  ÷ 20= $8,000  

b. The book value= Cost – Accumulated depreciation 

Accumulated depreciation= 8000 × 5 years= 40000 

Book value= 180000- 40000= 140000 

C. The remaining life of the greenhouse= 12 years - 5 years = 7 years  

D. The revised amount of annual depreciation for the current year and future years =($140,000 - $20,000) ÷ 

7 years= $17,143  

 

A fully depreciated asset is one that has reached the end of its estimated useful life. No more depreciation 

is recorded for the asset. 

 الأصل االإهخلً باليامل هى ذان الأصل الري وصل بلى نهاًت كمسه الؤهخاجي االإلدز. وبالخالي لا ًخم حسجُل ؤي اهخلان كً الأصل.

If the asset is no longer useful, it is disposed of. If the asset is still useful, the company may continue using it.  

 فةن الؼسهت حظخمس باطخخدامه. 
ً
، ًخم الخخلص مىه. ولىً بذا وان الأصل لا ًصاٌ مفُدا

ً
 بذا وان الأصل لم ٌلدُ مفُدا

The asset account and its accumulated depreciation remain on the books, but no additional depreciation is 

recorded.  In short, the asset never goes below residual value. 

خظاب الأصل ومجمم الاهخلان ًبلى بالدفاجس، ولىً لا ًخم حسجُل ؤي اهخلان بطافي. باخخصاز، فةنّ الأصل لا ًرهب بلى ما 

 ت اللمس الؤهخاجي.بلد كُمخه بنهاً

The third learning objective is to record the disposal of an asset by sale or trade. 

Eventually, an asset wears out or becomes obsolete.  

ت للصفس(  في النهاًت، جلل كُمت الأصىٌ ؤو جصبذ ملغُت )جصبذ مظاوٍ

The owner then has different choices. The owner can sell or scrap the asset, or trade it in for an asset that is 

not similar in functionality.   

ًيىن ؤمام االإالً كىدها كدّة خُازاث مخخلفت. االإالً ًمىً ؤن ًبُم الأصل ؤو ػؼب الأصل ؤو اطدبداله بإصل غحر ممازل 

 بالىؿُفت

Examples include selling a Ford truck for cash, scrapping a Toyota truck for no cash, or trading a truck for a copier 

machine.  All are non-like property exchanges and a gain or loss on the transaction must be recognized by the company.  

د ػاخىت ج ، جخسٍ
ً
ىجا بدون ملابل هلدي، ؤو اطدبداٌ  ػاخىت بألت وسخ. ول هره الخبادلاث هي جخظمً الأمثلت بُم ػاخىت فىزد هلدا ىٍ

 وبالخالي ًجب ؤن ًخم الاكتراف بالسبذ ؤو الخظازة مً كبل الؼسهت. غحر ممازلت
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Another scenario involves trading the asset for another asset that has similar functionality.  This is called a like-kind 

exchange. No gain or loss is recognized on like-kind exchanges. An example of a like-kind asset exchange would be 

trading a Ford truck for a Chevy truck.  

ى الآخس اطدبداٌ الأصل بإصل آخس له وؿُفت ممازل وهرا ٌظمى جبادٌ مً الىىق هفظه و  خُنها لً ًيىن هىان ًخظمً الظِىازٍ

 .مىظب ؤو خظازة. مثاٌ كلى الخبادٌ مً الىىق هفظه مبادلت ػاخىت هىق فىزد بؼاخىت ؤخسي هىق ػُفي

Regardless of the type of exchange (like or non-like kind property), the four steps for journalizing disposals or trades are 

similar and are as follows: 

 بغع الىـس كً هىق الخبادٌ )ممازل ؤو جبادٌ لأصل غحر مؼابه(، فةن الخؼىاث الأزبم لإزباث الخخلي ؤو الؤججاز مدؼابهت وهي هما ًلي:

1. Bring the depreciation up to date. 

خه  جددًث مبلغ الاهخلان لغاًت جازٍ

2. Remove the old, disposed-of asset from the books.  

 الت الأصل اللدًم واالإخخلى كىه مً الدفاجس.بش 

a. Make the Asset account equal zero by crediting the asset for its original cost. 

 بخيلفخه الأصلُت.
ً
 للصفس بجلل خظاب الأصل داثىا

ً
ا  حلل خـ/ الأصل مظاوٍ

b. Make the Accumulated depreciation account for the asset equal zero by debiting it for all the 

depreciation taken to date on the asset. 

خه  بيامل الاهخلان لغاًت جازٍ
ً
 للصفس بجلل خظاب االإجمم مدًىا

ً
ا  حلل خـ/ مجمم الاهخلان للأصل مظاوٍ

3. Record the value of any cash (or other accounts) paid (or received) for the asset.  For example, if cash is 

given, credit Cash. If cash is received, debit Cash.   If a notes payable was signed, credit Notes payable. 

 حسجُل ؤي كُمت هلدًت )ؤو ؤي خظاباث ؤخسي( دفلذ ؤو جم اطخلامها كً الأصل.

 
ً
، بذا جم دفم هلدًت فةن خظاب الىلدًت ًجلل داثىا

ً
 مثلا

 ب
ً
 ذا جمّ اطخلام هلدًت فةن خظاب الىلدًت ًجلل مدًىا

 
ً
 بذا جم جىكُم ؤوزاق دفم، طِخم حلل خظاب ؤوزاق الدفم داثىا

4. Finally, determine the difference between the total debits and total credits made in the journal entry. 

، جددًد الفسق بحن بحماٌ االإبالغ االإدً
ً
 ىت وبحمالي االإبالغ الداثىت بدفتر الُىمُتؤخحرا

If the asset was traded for a like-kind asset, the net difference in debits and credits will be recorded as a debit 

to the new asset account. 

لغ االإدًىت والداثىت ًخم حسجُلها ، فةن صافي الفسوق بحن االإبامشسبهبذا وان الأصل كد جم بُله مً ؤحل ػساء ؤصل 

 مدًىت بدظاب الأصل الجدًد

If the asset was traded in a non-like-kind manner, then the net difference will represent gain or loss on the disposal (or 

sale) of the disposed asset  Record the gain or loss flow to the Income Statement as follows: 
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، كىدها فةن صافي الفسوق طخلىع االإياطب ؤو الخظازة مً الخخلص غير ممسثلبذا وان الأصل كد جم بُله لأحل ػساء ؤصل 

خم حسجُل االإىظب ؤو الخظازة بلاثمت الدخل هما ًلي:  )البُم( مً الأصل. وٍ

• If the total debits > total credits---a credit entry will be made to make the journal entry balance.  The credit represents 

a Gain on sale (or disposal) of an asset. 

بذا وان مجمىق االإبالغ االإدًىت < مجمىق االإبالغ الداثىت=< فةن ػسف كُد ًىمي داثً ًجب ؤن ٌسجل. وهرا الؼسف الداثً ٌلىع 

 .مىظب مً بُم الأصل ؤو الخخلص مً الأصل

• If the total debits < total credits---a debit entry will be made to make the journal entry balance.  The debit represents 

a Loss on sale (or disposal) of an asset. 

ل. وهرا الؼسف االإدًً ٌلىع بذا وان مجمىق االإبالغ االإدًىت > مجمىق االإبالغ الداثىت=< فةن ػسف كُد ًىمي مدًً ًجب ؤن ٌسج

 خظازة مً بُم الأصل ؤو الخخلص مً الأصل.

• If total debits = total credits, there is no Gain or Loss on sale (or disposal) of the asset. 

 صل ؤو الخخلص مىه.بذا وان مجمىق االإبالغ االإدًىت = مجمىق االإبالغ الداثىت=< فةهه لا ًىحد لا مىظب ولا خظازة مً بُم الأ 

The fourth learning objective is to describe ethical issues related to plant assets. 

 الهدف التعليمي الراب  ولوف القضسيس الخلايي  امصتعلق  بأول: امصنع 

The main ethical issue in accounting for plant assets is whether to capitalize or expense a cost. In this area, company 

opinions vary greatly. On the one hand, companies want to save on taxes. This motivates them to expense all costs and 

decrease taxable income. On the other hand, they want to look as good as possible to investors, with high net income 

and assets.  

اللظُت الأخلاكُت الأطاطُت في االإداطبت كً الأصىٌ الثابخت هي فُما بذا طىلىم بسطملت االإصازٍف ؤم جسهها مصازٍف بًسادًت؟ في 

ٍف هرا االإىطىق فةن آزاء الؼسهت جدباًً بؼيل هبحر. فمً هاخُت، جسغب الؼسواث بخىفحر طساثب. وهرا ًدفصّهم بجلل ول االإصاز 

ً، بدخل  بت، ومً هاخُت ؤخسي، فهم ًسغبىن ؤن ًبدو حُدًً ما ؤمىً بىـس االإظدثمسٍ بًسادًت وجخفُع الدخل الخاطم للظسٍ

 صافي كالي وؤصىٌ ذاث كُمت كالُت.

In most cases, a cost that is capitalized or expensed for tax purposes must be treated the same way in the financial 

statements. What, then, is the ethical path? Accountants should follow the general guidelines for capitalizing a cost: 

Capitalize all costs that provide a future benefit.  Expense all other costs. 

لت هفظها في اللىاثم االإالُت. ما بملـم الحالاث، الخيلفت التي جسطمل ؤو جبلى هفلت بًسادًت  لامل بالؼسٍ
ُ
بُت ًجب ؤن ح لأغساض طسٍ

 هى بذن االإخسج الأخلاقي؟

كلى االإداطبحن ؤن ًدبلىا الؤزػاد اللام لسطملت الخيلفت: زطملت ول الخيالُف التي جلدم مىفلت مظخلبلُت. وحلل ول الخيالُف الأخس 

 مصسوفاث بًسادًت.
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Capitalize or Expense? 

Capitalize  رسمل Expense منرولف 

Results in higher asset value and larger net income 

 ًيخج كنها ؤصل ملُم بؼيل ؤهبر وصافي دخل صاف ؤهبر

Results in lower net income  

 ًيخج كً ذلً صافي دخل ؤكل

 Looks better to investors 

ً  ًبدو هرا ؤفظل للمظدثمسٍ

 Less taxes 

 ً طساثب ؤكلًيخج كً ذل

If cost provides a future benefit, then capitalize 

بذا واهذ الخيلفت جلدم مىافم مظخلبلُت، كىدها كم بالسطملت 

 )اكخبر االإبلغ حصء مً ؤصل(

If cost does not provide a future benefit, then 

expense 

بذا واهذ الخيلفت لا جلدم مىفلت مظخلبلُت، كىدها اكخبر 

 الإبلغ مصسوفا

 

Exercise 3: An asset was purchased for $12,000. The asset's estimated useful life was 3 years and its residual 

value was $2,000.  

 $2000طىىاث واللُمت االإخبلُت بنهاًت اللمس الؤهخاجي  3$. جم جلدًس اللمس  الؤهخاجي بـ12000جم ػساء ؤصل بـ 

1. How much depreciation is deducted in the fourth year of use if the straight line method of depreciation was 

used?   

لت اللظؽ الثابذ  لت الاهخلان االإخبلت هي ػسٍ  هم ًبلغ كظؽ الاهخلان االإلخؼم بنهاًت الظىت السابلت للاطخخدام بذا واهذ ػسٍ

2. How much gain or loss is reported if the asset is sold for $3,000 at the beginning of the  fourth year? 

 $ ببداًت الظىت السابلت3000هم ًبلغ االإىظب ؤو الخظازة بذا وان الأصل كد جم بُله بـ

3. How much gain or loss is reported if the asset is sold for $3,000 at the end of the fourth year?   

 $ بنهاًت الظىت السابلت3000هم ًبلغ االإىظب ؤو الخظازة بذا وان الأصل كد جم بُله بـ

4. How much gain or loss is reported if the asset is sold for $1,000 at the beginning for the fourth year?     

 ًت الظىت السابلت$ ببدا1000هم ًبلغ االإىظب ؤو الخظازة بذا وان الأصل كد جم بُله بـ

5. How much gain or loss is reported if the asset is sold for $5,334 at the beginning for the third year if the straight 

line method of depreciation was used?   

لت الاهخلان االإخبلت هي $ ببداًت الظىت الثال5334هم ًبلغ االإىظب ؤو الخظازة بذا وان الأصل كد جم بُله بـ  ثت بذا واهذ ػسٍ

لت اللظؽ الثابذ؟  ػسٍ

Answer: 
1.  Depreciation is not deducted in the fourth year of use because the useful life is 3 years. 

 طىىاث 3لا ًلخؼم ؤي اهخلان في الظىت السابلت لأن اللمس الؤهخاجي هى 

2. 3,000 received - Book value  2,000 = 1,000 Gain 

3. 3,000 received - Book value  2,000 = 1,000 Gain 
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4. 1,000 received - Book value  2,000 = (1,000) Loss 

5. Annual depreciation= (12000-2000) ÷ 3= 3333 

Accumulated depreciation at the beginning of the third year= 3333 × 2 years= 6666 

Book value at the beginning of the third year = $12,000 – 6666= $5,334 

Book value = sales price=< No Gain or loss 

Exercise 4: Kelly Petroleum Products owns furniture that was purchased for $19,600.  Accumulated depreciation 

is $17,300.   

The furniture was sold for $3,800.  Record the proper entry for this transaction?  

 17300$. مجمم الاهخلان $19600جملً ػسهت..... ؤزار اػترجه بخيلفت 

 . كم بدسجُل كُد هره االإلاملت3800جم بُم الأزار بمبلغ 

 
17300 

3800 

Accumulated depreciation 

Cash 

19500 

1500 
 

Furniture 

Gain on sale furniture 

 

A company owns furniture which original cost is 50000 . Accumulated depreciation till 31\12\2019 

20000. At 31\3\2020 the company sold the asset for 40000 cash. Record the proper entry if you 

know that the company use the straight line method (life=5 years) and no residual value. 

On 31\3\2020 we need to calculate the depreciation expense 

 2500 Depreciation expense (50000÷5)×3\12 

2500  Accumulated depreciation  

Then the accumulated depreciation= (20000+ 2500=22500) 

 
22500 

40000 

Accumulated depreciation 

Cash 

50000 

12500 
 

Furniture 

Gain on sale furniture 

 

Exercise  5: Kelly Petroleum Products owns furniture that was purchased for $25,000.  Accumulated depreciation 

is $22,000.  The furniture was sold for $3,900. Record the proper entry for this transaction?  

 22000$. مجمم الاهخلان $25000جملً ػسهت..... ؤزار اػترجه بخيلفت 

 . كم بدسجُل كُد هره االإلاملت3900جم بُم الأزار بمبلغ 

 
22000 

3900 

Accumulated depreciation 

Cash 
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25000 

900 
 

Equipment 

Gain on sale furniture 

 

 

Exercise  6: Kelly Petroleum Products owns fully depreciated equipment that was purchased for $26,500.  The 

equipment had an estimated useful life of 8 years and an estimated residual value of $2,500.  The equipment was sold 

for $2,700. Record the proper entry for this transaction? 

طىىاث واللُمت  8$. جم جلدًس اللمس الؤهخاجي للملداث بـ 26500..... ملداث مهخلىت باليامل جم ػساءها بخيلفت جملً ػسهت

ت بنهاًت اللمس الؤهخاجي   . كم بدسجُل اللُد االإىاطب لهره االإلاملت2700$.  جم بُم االإلداث بمبلغ 2500الخلدًسٍ

 
24000 

2700 

Accumulated depreciation 

Cash 

26500 

200 
 

Equipment 

Gain on sale furniture 

 

If the asset was traded for a like-kind asset, the net difference in debits and credits will be recorded as a debit to the 

new asset account. 

لغ االإدًىت والداثىت ًخم حسجُلها مدًىت ، فةن صافي الفسوق بحن االإبامشسبهبذا وان الأصل كد جم بُله مً ؤحل ػساء ؤصل 

 بدظاب الأصل الجدًد

If the asset was traded in a non-like-kind manner, then the net difference will represent gain or loss on the disposal 

(or sale) of the disposed asset  Record the gain or loss flow to the Income Statement as follows: 

، كىدها فةن صافي الفسوق طخلىع االإياطب ؤو الخظازة مً الخخلص غير ممسثلبذا وان الأصل كد جم بُله لأحل ػساء ؤصل 

 )البُم( مً الأصل

Exercise 7: Lowery Food Market owns refrigeration equipment that cost $10,000 and has accumulated 

depreciation of $8,500.  The company exchanges the equipment for new equipment  (like-kind asset) worth 

$12,000.  

د بخيلفت  $. كامذ الؼسهت بمبادلت االإلداث بملداث حدًدة 8500$ ولديها مجمم اهخلان 10000جملً ػسهت.... ؤحهصة جبرً

 $12000مؼابهت كُمتها 

 In addition to the old equipment, the company pays $10,000 for the new equipment.   Record the proper entry for 

this transaction? 

 $ لأحل االإلداث الجدًدة. كم بدسجُل كُد مىاطب لهره االإلاملت؟10000بالإطافت للملداث اللدًمت فلد دفلذ الؼسهت 

 
11500 

8500 

Refrigeration Equipment 

Accumulated depreciation 

10000 

10000 
 

Old Equipment 

Cash 
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Exercise 8: Lowery Food Market owns refrigeration equipment that cost $10,000 and has accumulated depreciation 

of $7,400.  The company exchanges the equipment for new non-like kind asset  worth $12,000.  

د بخيلفت جملً ػ $. كامذ الؼسهت بمبادلت االإلداث بإصل غحر مؼابه 7400$ ولديها مجمم اهخلان 10000سهت.... ؤحهصة جبرً

 $12000كُمخه 

 In addition to the old equipment, the company pays $10,000 for the new equipment. Record the proper entry for this 

transaction? 

 $ لأحل االإلداث الجدًدة. كم بدسجُل كُد مىاطب لهره االإلاملت؟10000ملداث اللدًمت فلد دفلذ الؼسهت بالإطافت لل

 

12000 

7400 

600 

New asset 

Accumulated depreciation 

Loss on exchange of equipment 

10000 

10000 
 

Old Equipment 

Cash 

 

 

Exercise 9: Journalize the following: 

 يل ييلد محسسبي  للآتي يم بتسج

March 23    A van that cost $23,700 and had accumulated depreciation of $21,000 was sold for $1,250. 

 $1250$ بمبلغ كدزه 21000$ ومجمم اهخلاهها 23700آذاز، جم بُم ػاخىت جيلفتها  23

Cash 1,250  

Accumulated depreciation-Van 21,000  

Loss on sale                   1,450  

 Van  23,700 

November 1    A truck that originally cost $44,000 and had accumulated depreciation of $38,000 was traded for a 

new machine with a fair market of $58,000.   The company traded the old truck and $5,000 in cash. 

ً الثاوي ػاخىت جيلفتها  $. وجم 58000$ جم مبادلتها بألت حدًدة كُمتها الظىكُت اللادلت 38000$ ومجمم اهخلاهها 44000بدؼسٍ

 بالإطافت للأصل اللدًم5000دفم 
ً
 $ هلدا

New machine  58,000  

Accumulated depreciation-old truck 38,000  

 Cash   5,000 

 Old Truck  44,000 

 Gain on sale  47,000 
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November 1    A truck that originally cost $44,000 and had accumulated depreciation of $38,000 was traded for a new 

Truck with a fair market of $58,000.   The company traded the old truck and $5,000 in cash. 

New machine  11,000  

Accumulated depreciation-old truck 38,000  

 Cash   5,000 

 Old Truck  44,000 

A machine had a cost of $210,000 and accumulated depreciation of $47,000 was traded for a new machine with a fair 

market value of $235,000.  Cash of $80,000 and the old machine were given in trade.  Journalize the exchange of these 

similar assets. 

New machine  243,000  

Accumulated depreciation-old machine 47,000  

 Old machine   210,000 

 Cash   80,000 

Exercise 10: Prepare journal entries for the following transactions.  
2008 

Jan. 1  Purchased equipment for $40,000 cash, $4,000 residual value, 10-year estimated life, straight-line depreciation.  

May 1 Purchased a building for $90,000, $4,000 residual value, 20-year estimated life, double-declining  balance 

depreciation.  

Dec. 31 Recorded depreciation for the equipment.  

Dec. 31 Recorded depreciation for the building.  

2009  
June 30 Sold the equipment for $25,000 cash. (Record depreciation to date for 2009 before selling  equipment.)  

Dec. 31 Recorded depreciation for the building.   

Date Accounts Debit Credit 

2008    

Jan. 1 Equipment 40,000  

 Cash  40,000 

May 1 Building 90,000  

 Cash  90,000 

Dec. 31 Depreciation expense – equipment 3,600  

 Accumulated depreciation – equipment  3,600 
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Dec. 31 Depreciation expense – building 6,000  

 Accumulated depreciation - building  6,000 

Date Accounts Debit Credit 

2009    

June 30 Depreciation expense – equipment 1,800  

 Accumulated depreciation - equipment  1,800 

June 30 Cash 25,000  

Accumulated depreciation – equipment 5,400  

Loss on sale of equipment 9,600  

 Equipment  40,000 

Dec 31 Depreciation expense – building 8,400  

Accumulated depreciation – building  8,400 
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Account for natural resources 

Natural Resources 

• Plant assets extracted from the natural environment 

• Iron ore, oil, coal 

• Expensed through depletion using the units-of-production method 

• Accumulated depletion is a contra-asset account to the natural resource 

Depletion 

Depletion per unit 

 
= 

Cost- residual value 

Estimated total units of natural resources 

Depletion expense= Depletion per unit × number of units removed 

Account for intangible assets 

Intangible Assets 

• Non-current assets with no physical form 

• Provide exclusive rights or privileges 

• Expensed through amortization using the straight-line method 

• Credit to the asset directly 

• If intangible has indefinite life, it is not amortized 

Types of Intangible 
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Goodwill 

• Only recorded when a company purchases another business 

• Not amortized 

• Current value measured each year 

• If value increases, no entry 

• If value decreases, a loss is recorded 

Research and Development (R&D) Costs 

• Important to several industries, such as pharmaceutical companies 

• Not an intangible 

• Expensed as incurred 

Describe ethical issues related to plant assets 

Capitalize or Expense 

 
Exercises 

BE10-6 Mohave Inc. purchased land, building, and equipment from Laguna Corporation for a cash 

payment 

of $315,000. The estimated fair values of the assets are land $60,000, building $220,000, and 

equipment 

$80,000. At what amounts should each of the three assets be recorded? 

  

Fair Value 

  

% of Total 

  

Cost 

 Recorded 

Amount 

Land $  60,000    60/360 X $315,000  $  52,500 

Building   220,000  220/360 X $315,000    192,500 

Equipment     80,000    80/360 X $315,000      70,000 

 $360,000      $315,000 

BE10-8 Navajo Corporation traded a used truck (cost $20,000, accumulated depreciation 

$18,000) for a 
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small computer worth $3,300. Navajo also paid $500 in the transaction. Prepare the journal entry 

to record 

the exchange.  

Equipment ........................................................................................................................................  3,300  

Accumulated Depreciation—Trucks ........................................................................................  18,000  

 Trucks .................................................................................................................................   20,000 

 Cash ....................................................................................................................................   500 

 Gain on Disposal of Trucks ...........................................................................................   800 

BE10-9 Use the information for Navajo Corporation from BE10-8. Prepare the journal entry to 

record the exchange, assuming the company traded a used truck for an another truck 

 New truck($3,300 – $800) ..........................................................................................................  2,500  

Accumulated Depreciation—Trucks ........................................................................................  18,000  

 Trucks .................................................................................................................................   20,000 

 Cash ....................................................................................................................................   500 

BE10-13 Indicate which of the following costs should be expensed when incurred. 

(a) $13,000 paid to rearrange and reinstall machinery. 

(b) $200,000 paid for addition to building. 

(c) $200 paid for tune-up and oil change on delivery truck. 

(d) $7,000 paid to replace a wooden floor with a concrete floor. 

(e) $2,000 paid for a major overhaul on a truck, which extends the useful life. 

Answer: Only cost (c) is expensed when incurred 

BE10-14 Ottawa Corporation owns machinery that cost $20,000 when purchased on July 1, 2011. 

Depreciation has been recorded at a rate of $2,400 per year, resulting in a balance in accumulated 

depreciation of $8,400 at December 31, 2014. The machinery is sold on September 1, 2015, for $10,500. 

Prepare journal entries to (a) update depreciation for 2015 and (b) record the sale. 

(a) Depreciation Expense ($2,400 X 8/12) .....................................................................................  1,600  

  Accumulated Depreciation—Machinery ................................................................................   1,600 

(b) Cash ...................................................................................................................................................  10,500  

Accumulated Depreciation—Machinery ($8,400 + $1,600) .............................................  10,000  

 Machinery ........................................................................................................................................   20,000 

 Gain on Disposal of Machinery ..................................................................................................   500 
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BE10-15 Use the information presented for Ottawa Corporation in BE10-14, but assume the machinery is 

sold for $5,200 instead of $10,500. Prepare journal entries to (a) update depreciation for 2015 

and (b) record the sale. 

(a) Depreciation Expense ($2,400 X 8/12) .....................................................................................  1,600  

   Accumulated Depreciation—Machinery ................................................................   1,600 

(b) Cash 5,200  

 Loss on Disposal of Machinery ...................................................................................................  4,800  

 Accumulated Depreciation—Machinery ($8,400 + $1,600) ..............................................  10,000  

  Machinery ........................................................................................................................................   20,000 

Navajo Mining Company purchased a mine in 2011 for $3,400,000.  It was estimated that the 

mine contained 200,000 tons of ore and that the mine would be worthless after all of the ore was 

extracted. The company extracted 25,000 tons of are in 2011 and 30,000 tons of ore in 2012.  

What is depletion expense for 2011?   

Calculation: (3,400,000 x 1/ 200,000)* 25000 

What is depletion expense for 2012?   

Calculation: (3,400,000 x 1/200,000) * 30,000 

What is the book value of the mine at the end of 2012?   

Calculation: 3,400,000 – 425,000 – 510,000= 2,465,000 

 

A mine is purchased for $4,000,000.  There will be a salvage value of $300,000 when the land is 

restored after mining is completed.  The mine has an estimated 250,000 tons of coal.  What is the 

depletable cost per ton of coal? 

Calculation: (4,000,000 – 300,000) x 1/250,000 = $14.80/ton 

 During 2009, there were 35,000 tons of coal removed What is the depletion expense for 2009? 

Calculation: (4,000,000 – 300,000) x 1/250,000 = 14.80* 35,000 = 518,000 
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Pioneer Mining Company purchased a mineral deposit for $490,000.  The residual value of the 

deposit will be zero after the ore is removed.  A geological report estimated the mineral deposit 

contained 140,000 tons of ore.  During the current year (2009), 40,000 tons of ore were mined.  

Prepare a journal entry to record depletion for the year.   

Date Accounts Debit Credit 

2009 Depletion expense 140,000  

Dec. 31  Accumulated depletion (or Mineral ore A/c)  140,000 

   

Goodwill of $20,000 was recorded upon the purchase of Smith Repair Parts.  The company has 

been very successful and has increased in value during its first year of operation under its new 

management.  How  much amortization should be recorded for the first year? 

A. $4,000   B. $-0-   C. $1,000   D. $2,000   

On July 31, 2008 an existing patent was acquired for $340,000.  The remaining legal life of the 

patent is 13 years.  However, management thinks the patent will provide an economic benefit to 

the company for only seven more years.  Prepare journal entries for the acquisition of the patent 

and for amortization for the year ended December 31, 2008 using the straight line method.    

Date Accounts Debit Credit 

2008    

July 31 Patent 340,000  

  Cash  340,000 

Dec. 31 Amortization expense 20,238  

  Patent   20,238 

 


