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Quegtion | i Whak is  Depriciation ?

I+ is the syg}ema.tl'c distnbution ob
'dqyﬂ'q’qble amount  ofy asset overits
Usefol Lfe -

we cam sap reduckion In value off
assek dve to Wear amd tear (use),
passaqge ofy time or obsolence

Question 2 = What is a Fixed Asset 7 IIVERINIIAS
Agset Wwhich 1s Used j'or . 1 Tar
¥ produckion o) gonds or
e SUPP')’ ob SenVices
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@AMoom OF Fixga ASSETS

PuRCHAsE PRICE OF AsssT
() Trade Ddigcount

Net purchate pvice
(+) Any tax whose rejpnd not avail

(‘l‘) Freijhf /qun'qge/ Trah;Povb exp
@) Installakion expemses

P (ommission expemses

W) hoading or uUntading expemses
() Teiak Ruon expemses

) (ncome J‘Yom Treal Rvn
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@ SCRAP VALVE

E€stimated valve we expect fo lealise a

end of Usefl Life of assek
Jflhﬁfﬂ*=
@ USEFUL LIEE OF ASSET

l L l

In years I, Hours Tn units
Qike any bu‘llch'ns , some ™adines
b-U"wftU?e ﬁkg Pro‘redw

@ METHODS OF DEPRECIATION

[ I I I ]

STRAIGHT REDUCtNGE PROsVCTION  MACRINE Sum Of
LINE BAaLANCce ONIT HOUR 'Olf{l'l's

METHY D metHO D WgTHOD METHOD METHOD

(s1m) (weov)

@ STRAIGHT LINE METHOD

DEPRICIATION ..  Costofy asset - <crepvale
AMOUNT Lteul Lije of assef

This method Sqys that chavge equal dep- in cach Y eav
Ob- USe ob' the qssef ov (de.F‘vfdnJ?'c eqvaﬂ.{y)
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DEPRECIATION .. “Depricialion pex yeav y 12 montus
mMonths 4
RATe cost of asset Cha'fgedbp

Imporfamt Bvestion

WHEN To START .. FRom 0Ate of PuRutAsg K
CRARGING DEPRICIATION FRom LAle oF PUT To use |

wHeN To SJopP - When ASSET 18 soLp
CHHR@N? DEPRECIATION When ASSET LDOESNT EXIST

Depriciakion s always chawgea? Jev the [vli year

But cav it be chavged for less tham ome yeav 2

Vess '\ ® Tn the year o} * In the yeav of
PvYchase Sale

So any asset ic vsea for less than 12 months |,

Hren Ckarag olq;-ria‘q}{cm fov lese thgn (2 months.

CALCVLATION OF PRORIT
OR10ss ON SALE OF ASSET

Propit or Loss om Sale valve of assel
cale oy Asset () Book valve ofy assek on dare o sale

Iy sake valve of I Sale valve

asset 7 Book valve of Quset < BV
profit on cale of loss own Sde
asset o @used

e
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How to frind out to vse SL)
Queston SQ\{S

¥ USe SLM wehod

¥ 107 dep on cost

@ PLANT & MACHINE A)c
Whenewen pov Purchase
plant € machine

. Plant £ mle e — r
' To Cauh [Bamk

When how Incovy Q‘V\Y (‘aw\‘oje exp — v

expentes Freght — Ay
Tax — QY
Comm — Ay

o CuhfBank

Plant € m/c

Ay
fo c.aw:‘ajc

fo J’f erqwnt
To Tox

To C(oMmMwiissiom

When we dnavae .

Aepri gdabiom — Av
Aepriciakion

To Plawnt € Mje afe

Preb-a){- £ logg ajc — by
To Leprication

Assek sold on propit - Bank @fc  — Lr

To P"Q'Y)l' € M/C alc
Jo protii' on sale
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RAssel Sold on Logs - Bank ajc — Av
Loss own sale — DY

T0 Planf & m/c

WHEN THERE IS PROVISION OF JLHEPRICIATION
Heve we dont touch the Qqsset accoumt at all unhiil
wWe purdnanre the asser or Sell the atset

Buy Asser .. Plant € m|c aje —— Av
To Bankfcash

QEPRICIATION CHARGEL:- Lepriciakion aje — Ay
To P‘rov'j-oy &e,?

P|L aje Ay
TO -Depﬁa?d-iom
WHEN MACHINE SOLD :- Asset disposal — Ar

To Plant €w/c afe
(1t is Tecorded @ Book Valve)

Ban¥ ajc — Ay

To Asset dispasal ajc
(Amw-ni' fecetved on sale)

Provision Jor AP — Ay
To Asset Qisposal ofc

(Al the accomulated dep)
on that atset

o
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date

Qate
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PLANT £ MACHINE A/c

parHeslars 2 | date particu\ons 2

To Bank XX B)o Lepriciation xXx

To Cavn'aﬂe ez MR By balavce ¢/d Xx
To freqht e XX

X %X X%

To Balomce bjd  xx=x By depnuaion  xx

By balame (& xx

XXX XRAX

DEPRECIATION AJc

parteolars 2 Aate parhculavs 2
To Plamt € mje XX By PJl ac Xx
XX XX

How To CALcULATE Book VALVE
let's say We Pu'rdnane& qQ Macthive On |- Joly 20
and Sold il on ISt June 2&.

VaWe on dake of purchase
(2 Lepmuakion Svr g mom ths omlp

Book value om 315t-3-21 or 15t-y-2i
(Q depricab'on fov 12 monthe

Bootr valve on 3 3¥-3-22 or 15t -u- 22
© depnuahon for 12 monthe

Book Valve on 315'-3-23 or I - - 23
O depnaakion for 2 months omlp

Book valve on 31 -5-23 or |st_ 6-23
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PLANT & MACHINE A/c
Jate  parHecvlars 2 | date particu\ors 2
To Bank XX By balance c|d Xx
To CQVYt'aﬂc elz KR
To fregqht ek XK
X %X Xxx
XXX XAX
DEPRECIATION AJc

Qate parHevlars 2 Aate parhculavs 2

To prov-jor de? XX By P afc Xx

XX XX

PROVISION FOR AEP Ajc

Qate particolars 2 | ate parhcvlavs 2

To balane cfd XX By dep XX

XX XX

lo balance ¢d xx By batamaz bld xx

By dep Xx

AX XX

AsseT DiseosAaL Ale

Qate particolars 2 10 ate pavhculavs 2

To plant & mje  xx By Bank XR

To 3ain on Sale X% [3)0 Prov for dp,(; XX
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WRITTEN HOWN YALVE METHOD
Wwe have a s:‘mp]e rake % depriciation and ol
we need fo do s appy ot rakte ¢ depriciation
to the © written down wQlue " o7 "book value ”
ob eacdh yeav

EPRICATION - BOOK x Rateol x momh
AMOUNT VALUE dep Lsed
\2

only difference betweeyy SLM € WAV (s that
In st - eaun Yy ear dep s cawe or we cam fap
dep‘n'q'a.h'on s UAQ‘Yaed on S@Qme amovn}

ln Wav - each Yeav dep chavges becavse dep-

(s cbarged on diﬂw-} book valve ofy
Qadh yeav‘

@ MACHINE HOUR METHOD

NEPRECIATIUN - COST - SCRAP VALLE , HOURS
AMOUNT ToTAL HOURS Workel

@ PRODUCTION UNIT METHOD

DEPRICIATION = COST - SCRAP VALLg , UNITS
PRonuUcED
AYounT TotAL uniTs PRgaVCED cor VEAE

e
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@ HEPLE TION METHOD

AEPRICIATION = COST - SCRAP VALUE , ERTRACTION
AMounT TotAL €XTRACTION AoNE foe
Alt Ow €A THe Year

WwHEN THERE HAPPENS
Somg CHAN?G&

l I J d

CHAN?Q IN ™METHOD CHFIN\fQ (N CHHN?i IN
OF LePRECIATION LIFE OF AsseT SCRAP VALVE
OF ASSsET

Step | = qJust caleolobe Book Valve of Qset Om

date oly Chawges Using old estivvores

Si-epz - Ab-k« Hhatr dare Ufe ned estirmotes
Coleslake iew depaciakion rake and go on

@ AMORT!SATION

St‘mp\)a reﬁiorenf to as def‘h'a‘a-ﬁom Ob- r.[nfownjible
assets - All the Concepls are same as dopneaokion-

aoep‘h‘u'ah‘m -  Falg tn value ob- Tama.llale Ass els
Amortisabion - Fall in valve ol Inkangille Assets
- 47 By CA Amit Sharma /7 A==
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@ | REVALUATION OF AsSET

At some bu‘xecﬁ intervals P!cmr £ w)e must be Cam?a'rcd
with market Valve abt that time Just to check thad
He book wvatlve ob— Qsset ts in [ine with wmarket valve:

Now., i}y ov1 comparison there can be three scemanios -

() Book valve aimost equal o Market valve
No changes vequired

09 Book valve 2> Market valve
Redvee the Vvalue of asset

(v Book Vvalve <  Market Valve
Thaease e Vvalve ob Qssct

IF BOOR YALUE OF ASSET 1S To BE INCREASE]

T 2t s FIRST Timg Iy it is Suese@uent/
INCRERSE SECoNa TIME INCREASE
Credit o Revalvation Ruowe e * Fivst adgust with amyp fal
N asset eanlieyr Yecorded
in PlL ale
* Then Uedit fUmCu'nl'nj fo
RevalvaHon Rerenve afc

IF BOOk YALUE OF ASSET IS To BE DECREASED

T 2t /s FIRST Timg Iy it is Suese@uent/
ADECREAS E SECONA TIME DECREASE
debit fo Propit and loss o ° First adgust with amyp rise
N asset ceanlier Yecorded
in Revalvation Resenve afe
* Remaining fo PIt Afc
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