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When a company like Bench Company acquires a delivery van, understanding how to accurately record this
transaction in the accounting books is essential. Preparing the correct journal entry ensures that the
company's financial statements reflect the true value of its assets and liabilities, facilitating accurate
reporting and compliance with accounting standards. In this article, we will explore the step-by-step process
of recording the purchase of a delivery van for $22,175, including related considerations, accounting
principles involved, and practical examples to guide you through the process.

---

Understanding the Purchase of a Delivery Van: Key Concepts

Before diving into the journal entry preparation, it’s important to understand the fundamental accounting
concepts related to asset acquisition. When a company purchases a delivery van, it is acquiring a tangible
fixed asset that will be used in operations over multiple accounting periods.

What Is a Delivery Van in Accounting?

- Definition: A delivery van is a type of fixed asset classified under property, plant, and equipment (PP&E).
- Purpose: Used for transporting goods and services to customers, supporting business operations.
- Accounting Treatment: Typically recorded at cost and depreciated over its useful life.

Key Principles for Recording Asset Purchases

- Cost Principle: Assets should be recorded at their historical cost, which includes the purchase price and all
necessary costs to bring the asset to its intended use.
- Matching Principle: Expenses associated with the asset (like transportation or installation costs) should be
recognized in the period they are incurred.
- Materiality: Only costs that are significant are capitalized; minor costs may be expensed.

---

Step-by-Step Guide to Preparing the Journal Entry

The process of recording the purchase involves identifying all relevant costs and correctly debiting and
crediting accounts to reflect the transaction.

1. Determine the Total Cost of the Asset

The total cost of the delivery van includes:

- Purchase price of $22,175
- Any additional costs necessary to acquire and prepare the asset for use (e.g., delivery charges, installation,
taxes).

For this scenario, assume the $22,175 is the total cost, including all related expenses.

2. Identify the Accounts Involved



- Debit: Delivery Van (Asset account) — increases assets.
- Credit: Cash or Accounts Payable — decreases cash or increases liabilities if purchased on credit.

3. Prepare the Journal Entry

Assuming the purchase was made with cash, the journal entry would be:

| Date | Account Title | Debit ($) | Credit ($) |
|--------|------------------------------|------------|------------|
| [Date] | Delivery Van (Asset) | 22,175 | |
| | Cash | | 22,175 |

Explanation: This entry records the acquisition of the delivery van by increasing the asset account and
decreasing cash.

---

Additional Considerations in Journal Entries

While the basic journal entry is straightforward, there are additional factors and related entries to consider.

1. Recording Related Expenses

- If there are taxes, transportation costs, or installation fees, these should be added to the asset’s cost.
- Example: If transportation cost is $500, the total cost becomes $22,675.

2. Depreciation of the Delivery Van

- The van is a long-term asset and should be depreciated over its useful life.
- Common methods include straight-line or declining balance depreciation.

3. Purchases on Credit

- If the van was purchased on credit, the entry would involve Accounts Payable instead of Cash.

4. Impact on Financial Statements

- Asset increase on the balance sheet.
- Future depreciation expense on the income statement.

---

Practical Example: Complete Journal Entry with Additional Costs

Suppose Bench Company paid $22,175 for the van, with an additional $500 transportation cost and $300 in
taxes. The total cost would be:

Total Cost = $22,175 + $500 + $300 = $22,975

The journal entry would be:

| Date | Account Title | Debit ($) | Credit ($) |
|--------|------------------------------|------------|------------|
| [Date] | Delivery Van (Asset) | 22,975 | |



| | Cash | | 22,975 |

This ensures all related costs are capitalized, providing an accurate valuation of the asset.

---

SEO Optimization Tips for Accounting Articles

To ensure that this article ranks well in search engines and reaches accounting students, professionals, or
business owners looking for guidance on journal entries, consider the following SEO strategies:

1. Use Relevant Keywords

- "Journal Entry for Delivery Van Purchase"
- "Accounting for Delivery Van Purchase"
- "How to Record Asset Purchase in Accounting"
- "Bench Company Delivery Van Journal Entry"

2. Incorporate Structured Headings

Use clear, descriptive headings (e.g., `

`, `

`) to organize content and improve readability.

3. Include Internal and External Links

Link to related topics such as depreciation, property, plant, and equipment,
or accounting standards.

4. Optimize Meta Descriptions and Tags

Provide concise summaries with targeted keywords to improve click-through
rates.

5. Use Lists and Tables

Present key points, steps, and examples in ordered/unordered lists and tables
for clarity.

---



Conclusion

Preparing the journal entry for the purchase of a delivery van by Bench
Company involves accurately recording the asset at its total cost and
reflecting the transaction in the company's financial records. The
fundamental entry debits the Delivery Van account and credits cash or
accounts payable, depending on the payment method. Additional costs such
as transportation and taxes should be included to ensure the asset is
correctly valued. Proper recording allows for accurate depreciation
calculations and financial statement presentation, essential for maintaining
transparency and compliance with accounting standards.

By understanding these principles and following the outlined steps,
accounting professionals and students can confidently handle similar
transactions, ensuring that asset acquisitions are properly documented and
reflected in the company’s financial reports. Proper journal entries not only
support accurate financial analysis but also uphold the integrity of the
company's accounting system.

---
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Frequently Asked Questions

What is the journal entry when Bench Company purchases a delivery van for
$22,175?

The journal entry is: Debit Delivery Van for $22,175 and Credit Cash (or
Accounts Payable) for $22,175.

Are there any additional costs to include in the journal entry for the



delivery van purchase?

Yes, any related costs such as taxes, registration fees, or transportation
charges should be added to the cost of the van and included in the journal
entry.

How does the purchase of a delivery van affect the company's financial
statements?

It increases assets (delivery van) on the balance sheet and decreases cash or
increases liabilities, depending on the payment method.

Should the delivery van be recorded as a long-term asset or an expense?

The delivery van should be recorded as a long-term asset (property, plant,
and equipment) and depreciated over its useful life.

What is the typical journal entry format for recording the purchase of a
fixed asset like a delivery van?

Debit the asset account (Delivery Van) for the purchase price plus related
costs, and credit cash or accounts payable for the same amount.

If Bench Company finances the purchase, how would the journal entry differ?

If financed, the entry would be: Debit Delivery Van for $22,175 and Credit
Notes Payable or Loan Payable for $22,175.

How should related expenses like sales tax be recorded in the journal entry?

Sales tax or similar costs should be added to the asset's cost basis and
included in the debit entry for the delivery van.



What impact does this purchase have on the company's cash flow
statement?

The purchase results in an outflow of cash (or an increase in liabilities if
financed), reflected under investing activities if paid in cash.

Are there specific accounting standards that guide the recording of vehicle
purchases like this?

Yes, generally accepted accounting principles (GAAP) or IFRS provide
guidance on capitalizing and depreciating fixed assets like delivery vans.

What are the next steps after recording the journal entry for the van
purchase?

The company should record depreciation expense over the van's useful life
and update asset records accordingly.

Additional Resources

Delivery Van Purchase Journal Entry: A Comprehensive Breakdown for Bench
Company

---

Introduction: The Significance of Accurate Journal Entries in Asset
Acquisition

When a company like Bench Company invests in a delivery van, the
transaction isn't just a simple cash outflow; it reflects an essential asset
that impacts the company's financial statements, operational capabilities,



and tax considerations. Correctly recording this purchase in the accounting
records ensures transparency, compliance with accounting standards, and
accurate financial reporting.

In this article, we will delve deep into the process of preparing the journal
entry for Benchmark Company's purchase of a delivery van costing $22,175,
including all related considerations. We aim to provide an expert-level
understanding of this fundamental accounting task, highlighting the
components involved, the treatment of various costs, and the implications
of the entry.

---

Understanding the Components of the Purchase

Before constructing the journal entry, it's vital to analyze what
constitutes the total cost of acquiring the delivery van. According to
generally accepted accounting principles (GAAP), the cost of a fixed asset
includes the purchase price and all costs necessary to bring the asset to its
intended use.

Key components to consider:

- Purchase Price: The negotiated price of $22,175.
- Additional Costs: These may include freight charges, delivery costs,
installation, and any necessary modifications or testing before use.
- Less any Discounts or Allowances: If applicable.
- Trade-in Allowances: If the company traded in an old vehicle, the trade-in
value would impact the net cost.
- Related Costs: Registration, taxes, insurance during transit if applicable,
and legal fees.

In this scenario, assuming the purchase price is $22,175 and any additional
costs are included or specified as part of the purchase, the total recognized
cost would be this amount.

---



Accounting for the Purchase: The Journal Entry Components

The journal entry to record the purchase of the delivery van must comply
with the following principles:

- Asset Recognition: The asset (delivery van) is debited with its total cost.
- Payment Method: The credit side reflects how the purchase was
financed—cash, accounts payable, or other liabilities.
- Related Costs: If there are additional costs (e.g., transportation, setup),
they should be capitalized as part of the asset's cost.

Scenario Assumption:
Let's assume Bench Company paid $22,175 in cash to acquire the delivery
van, and this includes all related costs.

---

Constructing the Journal Entry

Based on the above assumptions, the journal entry would typically be:

| Date | Account Title | Debit | Credit |
|--------|-----------------|--------|---------|
| [Date of Purchase] | Delivery Van (Asset) | $22,175 | |
| | Cash | | $22,175 |

Explanation:

- Debit to Delivery Van: Recognizes the asset at its purchase cost,
reflecting an increase in assets.
- Credit to Cash: Reflects the cash outflow from the company’s bank
account or cash holdings.

This straightforward entry aligns with the accounting principle that
assets are recorded at their cost, including all necessary expenses to bring
the asset to use.



---

Incorporating Additional Related Costs

Suppose the purchase involved additional costs such as:

- Freight charges: $1,000
- Installation and setup: $500
- Sales tax (if applicable): $1,000

Total Cost Calculation:

| Cost Component | Amount |
|----------------|---------|
| Purchase Price | $22,175 |
| Freight | $1,000 |
| Installation | $500 |
| Sales Tax | $1,000 |
| Total Asset Cost | $24,675 |

Revised Journal Entry:

| Date | Account Title | Debit | Credit |
|--------|-----------------|--------|---------|
| [Date] | Delivery Van | $24,675 | |
| | Cash | | $24,675 |

Key Point: All these costs are capitalized because they are necessary to
prepare the asset for use, aligning with GAAP’s matching principle.

---

Special Situations and Considerations

1. Trade-In Value



If Bench Company traded in an old vehicle and received a trade-in allowance,
the accounting treatment adjusts accordingly.

Example:
Old vehicle trade-in value: $5,000

Adjusted Purchase Price:

- Purchase price of new van: $22,175
- Less trade-in allowance: $5,000

Net Cost: $17,175

Journal Entry:

| Date | Account Title | Debit | Credit |
|--------|-----------------|--------|---------|
| [Date] | Delivery Van | $17,175 | |
| | Accumulated Depreciation—Old Vehicle | (if applicable) | |
| | Old Vehicle (Asset) | | $5,000 |
| | Cash | | $17,175 |

Note: The old vehicle's book value and depreciation need to be considered; if
it’s fully depreciated, only the trade-in allowance impacts the entry.

2. Financing the Purchase

If the purchase was financed via a loan, the entry would involve:

| Date | Account Title | Debit | Credit |
|--------|-----------------|--------|---------|
| [Date] | Delivery Van | $24,675 | |
| | Notes Payable | | $24,675 |

Implication: The asset increases, and a liability is recognized. Payments will
then be recorded periodically as per loan agreements.

---



Impacts on Financial Statements

- Balance Sheet: The delivery van appears under Property, Plant, and
Equipment at its capitalized cost.
- Income Statement: The purchase does not impact expenses immediately;
depreciation over the asset’s useful life will be recognized periodically.
- Cash Flow Statement: The cash outflow is reflected under investing
activities.

---

Depreciation Considerations

Once recorded, the delivery van will undergo depreciation to allocate its
cost over its useful life. The depreciation method (straight-line, declining
balance, etc.) affects future expense recognition.

Example:
Using straight-line depreciation over 5 years:

- Annual depreciation expense = $24,675 / 5 = $4,935

This expense will be reflected annually, impacting net income but not the
initial journal entry.

---

Conclusion: The Importance of Precision in Asset Recording

Preparing the journal entry for the purchase of a delivery van is more than a
routine bookkeeping task; it reflects a deliberate process of accurately
capturing asset costs in line with accounting standards. Ensuring all
related costs are included, understanding the impact of trade-ins or



financing, and recognizing future depreciation are crucial steps for financial
clarity.

For Bench Company, recording the purchase at $22,175 (or adjusted for
additional costs) ensures transparency and correctness in their financial
statements, facilitating better decision-making, compliance, and reporting.
Whether paying cash or financing, the core principle remains: assets are
recorded at their total cost, embodying the company's investment in
operational capacity.

---

Final note: Always review the specifics of each purchase, including any
contractual terms or additional costs, to ensure the journal entry
reflects the transaction accurately. Proper documentation and adherence
to accounting standards are vital for maintaining trustworthy financial
records.
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