"Double-Entry" Journal: Chapter 11 – Long Lived Assets Exchange, Depreciation and Impairment, Disposal 
Follow instructions in the double entry journal for chapter 1: Conceptual statement
Work Multiple Choice Problems (pp 573-575)
1. Accounting for the cost of assets
· Cost

· Salvage Value

· Useful life

Briefly describe each term above

Just as there are several asset classifications, different terms are used to describe the allocation of an asset’s costs over its useful life. What is the term used to describe the cost allocation for 

· Fixed assets (buildings, equipment)

· Intangible assets

· Natural resources

Why are these different terms used? 

Methods of allocating the cost of assets

· Straight line 

· Unit of output (production)

· Accelerated depreciation

· Group depreciation

Briefly describe how each of these methods is used to calculate depreciation.  

Which method is usually used for financial reporting; for tax purposes?  

Textbook Ch 11, Work E 3, P 6, 
Special depreciation methods:

· Group depreciation

· Composite depreciation

· Retirement and replacement method

Briefly describe these methods and explain when they are used. 
Textbook Ch 11: Work E 7
Change in Depreciation:

Explain the difference between a change in estimate and a change in depreciation method.

How are they accounted for?  

Textbook Ch 11: Work E 8
Book Value:  What does this term mean and how is it calculated?

Improvements and Repairs

What is the difference between an improvement and a repair? Give a specific example.  Explain how each is treated. 

Textbook: Work E 24,
Natural Resources and Intangibles
Are there any special issues to consider regarding the cost allocation for natural resources or intangible assets?  Be specific
Textbook: Work E 22, 23, P 7
Impairment of assets (FAS 144)

What is meant by the term “impairment”?

How is impairment determined under FAS 144? Be specific in your answer. 

What is required if an asset is determined to be impaired?

What is meant by Goodwill impairment; how is it determined. What needs to be done if impairment has been determined?

Textbook: work E 21, P 12, 13
If assets increase in value, is it permitted to recognize this increase for financial reporting purposes? Why or why not? How does the current accounting rule in the US relate to the conceptual framework (specifically to the concepts of relevance and reliability?)

What are the rules with respect to this issue in other countries? 
Disposing of assets

What are the different ways of getting rid of an asset?

How is gain or loss on asset disposal determined?

Should gains (losses) on asset disposal be treated as errors?  Why or why not? After all, if useful life and salvage value had been correctly estimated, there never would be a gain or a loss on disposal of an asset.  Think about it!
Textbook: Work Case 11-14
