Chapter 09 - Plant and Intangible Assets


Our Comments on the “Your Turn” Cases

You as the New Facility Manager for Exercise-for-Health   Your ability to earn profits 10 percent over the budgeted amount will be impacted by the amount of the charge for depreciation on the building. The amount of depreciation each year will depend on the dollar amount recorded for the building asset. Thus, if you ask the bookkeeper to correct the building account, it may make it more difficult to achieve your bonus.


However, it is your ethical responsibility to inform Exercise-for-Health’s management about the error in the appraisal. Management will respect your integrity. Your reputation for honesty and ethical behavior will be enhanced.

You as a Financial Analyst   Companies differ in their R&D expense-to-sales ratios primarily because the importance of R&D expenditures in contributing to business success differs across industries. For example, success in the R&D function is essential to success in the life sciences industry group and among computer technology and other high-technology companies. Conversely, given the mature nature of the industry and the commodity nature of its products, R&D success may be of lesser importance in the chemical industry (as reflected by the more modest R&D expense-to-sales ratios for DuPont and Dow Chemical in Exhibit 9–7).


The R&D expense-to-sales ratio also may be affected by how many years a company has been in business and by the company’s success (profitability).
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