
 
 
 
 

 
 

 
 

 
 

 
 

 
 
 

 

 

 
 
 
 
 
 

 

 
 

 

Expenses

Depreciation / Amortisation will be charged 
on such assets during its useful economic life.

Amortisation 
                 

Depreciable 
assets1. Assets of Business 

2. Primarily held to be used in Business:  
 in the process of Production, administration, 
 selling & Distribution or using For Rendering  
 of services 
3. Useful economic life is > I year.

 Property plant and equipment                  

Intengible 
Assets

Non-depreciable 
assets

Tangible 
Assets

Unlimited: 
Land •
trademark•

Limited: 
Building 
Machine, 
Furniture 
Vehicle 
Goodwill 

Life                 

eg: - Building, Machine, Car 
software, Furniture, Patent 

 
Against this expenses some  

assets came in existence. 
Benefit > 1 Financial year 

Capital expenditure 
 Revenue expenses.               

No Physical assets came in existance
             

Deferred Revenue 
expenditure

Benefit of such expenses  
is received in > 1 year

Revenue exp.

Benefit of such  
service received in 

same year of expenses 

  

eg:- u/w commission, Heavy 
advertisement expenses during 

Product / Business launch, 
Floatation Cost on issue 
of Shares & Debentures

eg:- Rent, Insurance,electricity,  
salary, telephone charges etc

 

Charged against 
Revenue of the 
respective year

 

we will deferred and amortised /  
carry Forward to balance sheet  
& charge to P&L in Installment.

     

We will get services against this expenses
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cost of car 27 Lakhs

RealisableValue 12 Lakhs

value depreciated 15 Lakhs

Wrong

Depreciable Cost of assets 
is required to be depreciated 
in useful economic life.

Matching Concept Break



 

 
 
 
 
 
 

 

 
 

 
 

 

Year car ace
to cash 27 cld 27

2 bid 27 Cld 27

3 bid 27 Cld 27

4 bid 27 by cash 12

Pfc 15
go we

win
depreciate

its value
in its

useful
economic

Life
on some

system
basis

                

                                             Technological 
obsolescence

 Passage 
of time 

Factors affecting Depreciation

 Usage of 
assets 

Systematic Measurement of decrease in value of 
assets during the useful economic life of a depreciable 

assets is called as  
Depreciation 
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  Factors in measurement of depreciation 

  Cost of 
depreciable 

assets

Estimated 
useful 

economic life

    Estimated scrap  
(Residual) 

value



 
 Cost of Depreciable Assets:-

  

Money outlay or it’s equivalent for acquiring assets:                                                                   XX 
(Invoice value of assets acquired) 
Less: trade discount/ rebates                                                                                 ( XX)  
Add:  Non refundable taxes on purchases                                                                                    XX 
Add: Directly attributable costs                                                                                   XX  
   i.) Expenses to bring the assets eg. freight, transit 
    insurance, toll tax, loading & unloading exp. etc       
   ii.) Installation of PPE  
    site preparation, material used, wages paid, architect fee 
   iii.) cost of testing, whether the assets is functioning properly,  
    after deducting the net proceeds from selling any item  
    produced while bringing the assets to that location and  
    condition such as sample production while testing equipment. 
   iv) professional fee - direct as well as apportioned. 
Add:  Decommissioning, restoration and similar liabilities                          XX 



 
 
 

 

I
Invoice Price Y

tradediscountor Rebate
Nonrefundable
taxes

Govt Grants subsid I
xxx

xxx

 Useful life of depreciable assets:



 
 

 

   

Residual value or scrap value of depreciable assets:

  

Cost of assets is historical (actual) whereas useful life and residual 
value is estimated one.  
All the components can change during its useful life, as per AS-10 
PPE, all the enterprises are required to review all the above factors 
at each year end. 

   

Now useful life is not only based on time, rather it will be based on 
usage , Hours or output, depends on how life of an asset will be 
measured.



 

 

 

maintain FA 95 Wbu

C to ERV 2 HEL 5 Dep PIA I

  

we will not credit fixed assets a/c with the amount  of depreciation, rather we 
credit the same in Provision for Depreciation a/c or accumulated depreciation 
a/c  
entry : -    Depreciation a/c                                  dr.                         X        
      To  Prov. For dep. a/c                        Cr                              X 
        or 
      To accumulate depreciation a/c.     Cr.                          X 

 Recording of depreciation by charging depreciation in provision for 
depreciation account: 

when the assets is sold / disposed off, we will Close fixed assets account 
& transfer the historical cost to Disposal of FA a/c, Accumulate 
depreciation charged on respective fixed assets will be transferred From 
Provision For depreciation a/c & transferred to Disposal of FA a/c. 
 
Entry:-    Provision For dep. a/c                     Dr.     xx 
      to Disposal of FA a/c.            Cr.           xx

Credit Disposal of FA a/c  with the amount realised From sales of assets or 
by Realising Residual Value / scrap. value:  
entry:- 
     Cash / Bank a/c                              Dr.       X 
     To  Disposal of FA  a/c                     Cr.              X     



 

 
 
 
 

 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 

 

Loss on sales of FA aced O 60L

to FA Cr o Gol

  

 

Now balance disposal of fixed assets accounts and recognise profit or loss 
on disposal of fixed assets. 
i.) If there is a loss ( dr > cr )          ii.) If there is a profit ( cr > dr ) 
 loss on sale of FA a/c dr X           Disposal of fixed assets a/c dr     X 
 To Disposal of fixed assets a/c         To profit on sale of FA a/c. Cr      X 

Disposal of fixed assets account

By Accumulate dep. a/c 
 
By cash a/c 
 
By loss on sales of fixed 
assets a/c

To fixed assets a/c 
(Historical cost) 
 
To profit on sales of FA a/c



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

toFA



 
 
 
 
 

 
 
 
 
 
 

 
 
 
 
 
 

 
 

 
 
 
 
 
 
 

 
 
 
 

 
 
 
 

 
 

Cost of FA 100Lakhs Prov For Dep ale
DePr 1219 20 Lakhs
Econ Useful life 5Years
Assets sold at beginingolymyear 22

to Bate'd 20
By Bal bid 20

pm y

d

Fixed Assets Hist Cost

by bat bid he

100 Byron i
b Deere so

by Bal Cid 100
by Deir ate 20

by Day

B 60

toAssets Go byBalbid Go
ToBalbly to Disposal

total bid to
by Assets 100 Note
disposal

p.PE 2

Depreciation acc Nominal

Trou Forders 20 by P lak 20

ToProvFordep 20 by P l all 20 Note X I II II
PPÉio nistor cost 100 19to ProvFordep 20 by PIL al 220 i i Clo accum Dee 20

Clo Wbu 80 60 I 45

Assets Disposalak

to FA ate 100 byProv For Go
DePr 9k

By Bank 22

ByLoss on sale 18
100 of FA 100 BI I I

ÉFixed assets 80 60
Hist cost too 100 100

THEYIei 20 no 60

    Method of charging depreciation 

 Based on 
time

  

Based on 
usage

  No substantial 
maintenance 

cost & revenue 
are uniform

  

Straight Line 
method of 

depreciation 
(SLM) 

  

   

 Revenue in initial 
year are more 

than the revenue 
of later years.

Substantial  
repairs in 
later year.

  Sum of year of 
digit method of 

depreciation 
(SOYD method)

Written down 
value method of 

depreciation  
(WDV method)

  Machine hour 
method

  Production unit 
method 

  

Projectors Special Dyes Mines

Depletion 
method



      
Revaluation of fixed assets 

      First time revaluation Subsequent revaluation     

      
 

      
           ProfitLoss Previously profitPreviously loss

Credit revaluation 
reserve accounts

  

 

  

 

  

 

Debit P&L 
accounts

 

 

  

 

  

 

 

      Profit on subsequent 
revaluation

Debit P&L again

Loss on subsequent 
revaluation 

Profit on subsequent 
revaluation 

Loss on subsequent 
revaluation 

       

Credit 
revaluation 

reserve again

      

 



Machine acc hist cost

Prov Fordeer ace

3113116 to Bal Cld 120000
3113110

ByDepreci at 120,000

114116 By Bal bid 120000
311317 By bat Cld 290000

311,112 By Depreci 120000

301g to Disposal of FA 20000 114117 By bat bid 240000
80000 10 1045 1 ByDepreci ale

80000 X lot x 6112
4000

3 to Bal cld 343900 By Depreciation 119900
ZookGo lot 4
158K x lol x 6112

      Profit is < previously 
recognised loss.

      Credit p&l account to the extent of 
revaluation losses recognised to p&l 

account earlier . 
Fixed assets   Dr   x 
To P&L account  Cr  x 

      Profit on subsequent 
revaluation is > 

previously recognised 
revaluation loss.

      Credit p&l account equal to 
previously recognised loss 
& then credit revaluation 

reserve accounts for 
surplus revaluation profit.



Disposal of FA ace

3019 17 to machine ale 80,000 sols by Bou Forde 20000

3015 By Cash 45000

3019 byPLL etc Bal 15000

HE


