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D, =2 (200,000 — 30,000)(10-1+1) / 10(11) = L.E. 30,905.09
D, = 2(200,000 — 30,000)(10-2+1) / 10(11) = L.E. 27,818.18
Ds = 2(200,000 — 30,000)(10-8+1) / 10(11)=L.E. 9,272.72
Do =2 (200,000 — 30,000)(10-10+1)/110= L.E. 3,090.909
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- BV;=P-D,; =200,000 - 30,909.09= L.E 169,090.91

BV, =BV, -D,=169,09091 - 27, 818.18 =L.E 141.272.73
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BV,= 200,000 — [2(170,000)(20-2+1)/ 110] = L.E 141,272.73

BVs= 200,000 — [8(170,000)(20-8+1) / 110] = L.E 39,272.727
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D, =R. P(1-R)" (7-7)
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Example 7-5

The Arab group (AG) uses the declining balance method of
depreciation. AG purchases a new Gas Turbine unit for L.E
750,000. AG plans to sell unit for L.E 150,000 after 8 years of
service in the construction area. Determine the depreciation
charge of the third year and the book value at the end of the fifth
year.

Solution
P=L.E 750,000, S=L.E 150,000 and =8years.
: R cund (1Y) alaall 3 piliall iy ailly

(15/75)“’8 =0.1822345
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Ds= = 750,000 *0.1822345 (1-0.1822345)*'=L E 91,400.7
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BV;s = 750,000(1-0.1822345)’= L.E 274,286.86
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BV, =P - A[(1+i) -1]/i (7-13)

Example 7-6

An electrical equipment has a first cost of $42,000 and an
estimated salvage value of $42,000 after Syears. Calculate the
depreciation amount, and the book value at the end, of the
.second and the fifth years using the SFM. Assume i= 9%.

Solution
P=$42.000, S=$42,000 and N =5years
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F=P-S = 42,000 —12,000=$ 30,000
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A = (P-S)(A'F, i%, N) (7-9)

A =30,000(009) / [(1.09)° —1] =$ 5012.77 =D
D, = A(F/P, i%, t-1) = A(1+i)" (7-10)

D, =$5,463.92
Ds=$7,075.94
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Dyc2 = D1+D,
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= 42,000 - 5012.77 - 5,463.92=§ 31,523.31
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3.Calculate the depreciation charges and the book values for the
first two  years, using SYDM, for X-machine. Given the first
cost = 28,000 L.E, and a salvage value = 4,000 L.E. Assume
expected life = 6 years.

4. Calculate and plot the depreciation charges and the book
values for the first four years using SFM for AB-machine.
Given the first cost L.E. 35,000 and a L.E. 8,000 salvage
value, i=8% and an expected life of 10 years.

5. An automobile company wants to install new idustrial robots
" in its spray painting operation. Each robot costs L.E. 200,000
and can be depreciated over 10 year, with estimated salvage
value of L.E. 12,000.
a. using straight line method determine the depreciation rate
per year.
b. using SYD method determine the undepreciated value at the
end of the second year.

c. what i1s the present value of the salvage value, assume i =
12%.
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