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ILLUSTRATION 1
Jain Bros. acquired a machine on 1st July, 2021 at a cost of € 14,00,000 and spent < 1,00,000 on

its installation. The firm writes off depreciation at 10% p.a. of the original cost every year. The

books are closed on 371*' December every year.
Required

Show the Machinery Account and Depreciation Account for the year 2021 and 2022.

JOURNAL
|si July Mochine Al e 500,000
2071 To Bank A‘c 1500.000
At Dec, Depuec?uhun AMcOr 8000 — Nominal
20 To Machine A‘o 15000
( 15000001 10 £ )
100" 12
Dt Dec PRL A O 15000
To DeP A|°’ 75000
2012
3l Dec D@P Alc, 9" : 150.000
To I"Iaohine Rlc 150000
314 Dec PaL A Or 50.000

To

Dez]) A 150000
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Question: /TSnPut

CCW Ltd. purchased a Machine for Rs 60,000, plus CGST & SGST _@_6_9_’:_each on
Dec 01, 2022 and spent Rs 10,000 on its overhaul and installation before putting it
to operation. It is expected that the machine can be sold for Rs 5,000 at the end of
its useful life of 10 years. Another machine costing Rs. 50,000 was purchased on
1st June, 2023 having useful life of 10 years with no residual value. Prepare
Machine account, Depreciation A/c and Provision for depreciation account for the
years ending 31st March, 2023 & 2024 charging depreciation @ 12% p.a. on written
down value.

Machine Aic
Or
Lale Part I Nale “Part F

2022 2023
Dect| To Banhhjc_ 10000 | Mar3i | by balcld | 10000
[ 60.000 + 10.000

Cr

2023 2004
h}m ’Fo bCAI blg IM) | 70.000 IVIurz,n ba bal cld

Jnel | To Bonh Aic M) | 50.000 M, - 10.000

- My _Koooo | 120000

120,000
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ILLUSTRATION 7

£00.000

——-"""—.-—

A firm purchased on 1st January, 2020 certain machinery for ¥ 5,82?000 and spent < 18,000 on
its erection. On July 1, 2020 another machinery for ¥ 2,00,000 was acquired. On Tst July, 2021
the machinery purchased on 1st January, 2020 having become obsolete was auctfonem
¥ 3,86,000 and on the same date fresh machinery was purchased at a cost of ¥4,00,000.

Depreciation was provided for annually on 31st December at the rate of 10 per cent p.a. on

written down value.

Required
Prepare machinery account.
”II 20 il‘llm 3|l,n.a|10 ||1l1| 3!'0—'3!
| 2 1 [
600000 200000 | M Sold l
M Ma Z38&6000
M3 - 400000

Mach A

Dgic ?Grt

2010

S Dale Part I
2020
Jonl | To Bank A (M) | 600000 | De 3l 83 Sci)
Iu\t“ Tb Bonh Alc [Ma) 29&000 M~ 90000
M1 _l0Op0a | 10.000
Qe 31 bﬂ bal cld
M, - 540000
M- 190,000 |T30.000
B00.000 8o0.000
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Jonl

:ru\d \

To bal bld
M, — Buo.ooo
Mi-  _190.000

To Bank (M)

130.000

Loo.000

\\.30.000

202
Iulj 1
:ﬁ:lj I

[Dec 31

Decd)

83 DeF (M)

540000X 10 y & ]
100 12

Bﬂ Bank,
b‘j Loss on safs
[wWh 1]

By De
My - 19000
M3z -20.000

ba badl cld

M, - I 1000

M3 380000

21000

366000
121000

39000

551000

1130000

W QOLit}Loss on 3ale 9] Mach
800‘{ value as on s IulJ,ZI'

Sole value

LOS;

5Sho.000 - 21000
= 513000

- 386000

27000
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ILLUSTRATION 8

On April 1, 2079 Shubra Ltd. purchased a machinery for ¥12,00,000. On Oct 1, 2021, a part of
the machinery purchased on April 1, 2019 for ¥ 80,000 was sold for & 45,000 and a new
machinery at a cost of ¥ 1,58 000 was purchased and installed on the same date. The company
has adopted the method of providing 10% p.a. depreciation on the written down value of the
machinery.

& 80.000

1%.20.000

Required : Show the necessary ledger accounts for the years ended 31°" March, 2020 to 2022
assuming that (a) 'Provision for Depreciation Account’ is not maintained (b) Provision for
Depreciation Account is maintained.

Modmﬁ\ic
a Machinery A
DrJ _ / A1 Cr
Dite. Wit I Nite, Paibs ¥
2o\ 2020
H})rl To BOnh /’f‘c. Mar3! B\/
Mi - 11,20,000 M. - 112000
Ma _8o.000 | 1200060 M- _Rooo 120000
b:j bol. ¢cld
M, -10.08 000
M- J2000 | 10.800600
| 2060.000 200,000
Zo20 . 202
Abrt | To bal bld Modi | By Dep
M. - [0, 08.000 M. - (00800
My _T2000 | \D&0000 M2’ 1200 108000
Ma 2 by bal cld
M) - Q07200
My 64800 | 912000
10.80.000
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20 2 2011

"‘13"‘ To bal bld Oct1 | 8 Qet[msl 3240
M - 407200 [5 ol x—EL]
My 64800 | %1000 100" 12

Octl BY Bank 45000
By Los on Sl | 16560
Oct1 | do Bong #lc |Is8000 | 20m
[ Ma) Mo 3| by Qézj)
M ¥- Q012D

Ma: 1900 q86X0

btl bal dd
M), - 8l4%0
My \Soipo 966580
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MOCMIY H)Q
Date, Pak o Qate, "Part Py
209 2010
h':rl To Bank Rl Masd! b bal dd
» — 1).20.000 M. 1),20,000
My. _Boooo | 1200000 8ao0o |120000D
2020 202
HPH To bal bld r',msl at bal dd
M, - 1120000 m, -1120.009
My 1200.000 _8o000| 1200000
202
I\JPH TO bQ\ bld, 2011
M, - 11.20.000 D1 .By BrovLm '
M>- £0.000 | 1200000 e [d4yo
BY Bon Y3000
Ot | To Bonb\ Alc 158000 81 Los on %l | 16560
(My) -
2022
I"'m?ﬁ bj bal cld
Mi - |120.000
M3- 1568000 | 1218000
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U%' Mach. business

pr_o 7 l.)O ti)eP A’lc/a Me hain , uSka ][_JD;?!
Date. Par T [ Odbe | Pack Py
2020 2020
Mor31 | Jo bol cld Mo 34 BY Oe,
M, - ]12000 M - 12000
My _8000 120.000 M- 8000 |}20.000
2020
A-})r\ by bﬂl bld
M, - 12000
My _S000 |1doooo
202
l"‘ur?.vl To b(]l, cl\d 200
M, - 212800 Mar3l BY O
Ma- 15200 | 2086000 M, ~100800
My- 1200 |1080¢0
228000 228000
201
n)an bd bal bid
M. 212800
My - 15200 2286000
202
Octt | To Madvinay e 8o | Oct1 | by Deﬁ”" 40
[80. 000-15200]x 10
2010 2011 . W
Mar b\ To bal ad Mo E’)‘tj De
M, - 303520 1{ - Aoto
Ma- 1400 3il420 M3- 7900 9861
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Machine Disposal Nc
T 8
o Show Sale OL N]aohinerT fn a SeParate A}c.
J)wﬂtn)ent
T

J |
R4 LLEH

- E)DOR valve 0] Machine - O}aﬂJFnJ (osb OL P'lo&hlnf
Sod s bf| Lrom Machine A Sold s HL ¢m Machine M, 4o
t0 Machine Df's[)osal Pr|c. Madune OFeposad Alc

s Ree e [Total) 0] Machine
Sold s t|| Lyom Acc DepAle 1O
Machine Dfsposd Al

ILLUSTRATION 9 - 400000

A firm purchased second hand machinery on 1t January, 2019 for ¥ 3,00,000, subsequent to
which 60,000 and ¥ 40,000 were spent on its repairs and installation, respectively. On 1 July,
202Q another machinery was purchased for &2,60,000. On T°' July, 2021, the first mm’wry
having become outdated was auctioned for ¥3,20,000 and on the same date, another machinery
was purchased for ¢2,50,000.

On T* July, 2022, the second machinery was also sold off and it fetched ¥ 2,30,000.

Depreciation was provided on machinery @ 10% on the original cost annually on 37°* December,
under the straight line method.

Required

Prepare the following accounts in the books of the company: (i) Machinery Account for the years
ending Dec. 31, 2019 to 2022 and (ii) Machinery Disposal Account.
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Mcx@rj Alc.

2019 2019
Jont | To BanR A'Ic “o0000 | Deca | by OeF ch. Lio.000
[ 300,000 +40000+ b‘l bal ¢ 360.000
60.000)
2020 2020
Jai | To bal bld | 360.000]| Dedl E’ay Dep
Jgl | To Bank e | 260000 M,"- 40,000
[Ma) My 13000 |53000
Decdt bj bal dd
M.- 320000
N— My - 241000 | 567000
2021 202/
Jon | To bal bld Jly | 63_03 (M) | 2p.000
M, - 320.000 :j"uIJI bY Ma D’i’sP. 300,000
M- 249000 | 567000 Bv
Decai b:j De})
Iu\dl o Bank Ptl‘ () | Z50.000 M1 - 26000
Ma: 12500 38300
by bal cd
Ma - 221000
R M3 231500 458%0
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2oa. | To bal bid Tigloon| 8 OePLm) 13060
Janl M1 - 221000 J'u\d\ b] Madh 9?5]1 208000
M3. 237500 458500
Dec3l Br Qe/t) (Ms) | 25000
b1 bal ' ¢|d [M3) | 212500
MachinclY Df’spoaol Prlc
De —
Date Part 61 Oate "Vait T
j:llnl B IJI:‘ |,
2m | 10 Mach Ak, 200000 | Qo bj bank 320000
To gain © sale | 20,000
202 201
Julqi | To Mach A’lo 208000 | Tyt | by bank 230000
n | y Y
To 80\\1 on '%le | 22000
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Add. Que

Following balances appear in the books of X Ltd. as on 1st April, 2019:

?Oriﬂié\;ét
AMIA—ML
Machinery Al 500.000
Provision for Dep Alc, 225 no0

The machinery is depreciated @ 10% p.a. on the Fixed Installment Method.
On 1st October, 2019, a machinery which was purchased on 1st July, 2016 for
Rs 1,00,000 was sold for Rs. 42,000 and on the same date a new machine was
purchased for Rs 2,00,000 Prepare Machinery Account and Provision for
Depreciation Account for the year ended 31st March, 2020. 14-20

WA _Mochine Prov [or Dep
- [t J'u!y, 2016 100.000
De\a Cie’1) _ 1500 1500
WDV.-31.3200 Q2500
Qep (17-18] 10.000 10.000
DV -3132018 812500
Dep [18-19) _10.000 _10.000
Wpv 3132014 12500 21500
14 2019
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Machine A‘L
Datel  Porb Qe Pait F4
o0 2019
HT)II lo b0|- bld/ Ocdt) bg E\"ov or Qe 3;1500
M - 100,000 ank 42000
Ma- 400.000 | 500000 b& Loss onSale | 45500
Ot | To BGnR [Ma) 200.000 Ma3).00 b\j bql cld
My - Y00.000
M3-  doo.000 600000
Prov Lor___[_)_f,j) Pflr_
Qate Part 5 Qe Port z
2019
PrFrl bﬂ bal. bld
MI - 215 00
Ao\ My 197800 | 225000
Ot | To Machine Mc| 3500
[ 21500+ B000) Oct1 bH De}:\ (M) | 5000
2010 1020
Mol | To bdl cld Mar3l bj Dep
My 231500 M2 - Yo.000
My 10000 | 241500 Ma- 10.000 | 50000
A8apoo 280000
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PYQ- June 2023

The following balances appear in the books of Dheeraj Enterprises:

4
Machinery account as on 01.04.2021 12,00,000
Provision for depreciation account as on 01.04.2021 4,65,000

On 1st October, 2021 the Machinery which was purchased on 1st April, 2018 for ¥ 2,00,000
was sold for ¥ 1,10,000 and on the same date another Machinery was purchased for
¢ 4,80,000. The firm has been charging depreciation at 10% p.a. on written down value of
the Machinery every year. Prepare the Machinery account, Provision for Depreciation
account and Machinery disposal account for the year ending 31st March, 2022.

WN I ™ achine
142018 200000

DeECl&-lQJ 20.000
\WDhy- 3139 180.000

04>uqzﬂ __18000

WDv 31320

Det) (20-u) 162,00

\~IDV- 3132

162000

45300

Ay (10 Marks)

rplwv. Lnr (Dal:)
40000
/8000

16200
54200
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Mach. A)c

DNate, | ot % Rate, “Vart I
2021 20
Aprl AIB ba bld Octt BY Maoh:D\”sl) 100.000
M, - 200.000
M- 1000000 | 1200000 | 2022
Mor3| by bal dd
Ow | To Bank K¢ 4%0.000 My - 10.00.000
(M3) Ma 480000 | 1480.000
1630.000 1b80.000
] rovN. LOF D&
Dr 2 L - Pﬁ\C Cr
_D(ﬂ:e Parfioas T Dale “Paib <
2001 be bal b
ri al bld
AF aMl -b42.00
My Yiokoo | U6Sooo
2021
O | TO Mad O?SPOSQI Alt 6|Hq0 Octl b3 DelﬁﬁMa) 1260
[ 250000-54200) 10
"éhlfo
oM 2071
I“tﬁfz;l TO bal cld, Mas3) By De, :
My - 464720 M1 - 58920
My 24000 443120 Ma: 24000 [329p
555210 555200
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M%Dibposifrl‘

O
Date Tat < Oate “Varb z
202 2021
Och TO l"ladh ch 900.000 Ochi j on or Q&P 6qu0
bY 10,000
Loss on e | 28510
400.000 200000
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13&2. '3mp. S WDV
The Machinery Account of a Factory showed a balance of < 19,00,000 on Tst January,

2022. Its accounts were made up on 31° December each year and depreciation is written
off at 10% p.a. under the Diminishing Balance Method.

On 1st June 2022, a new machinery was acquired at a cost of ?; 2,80,/000 and installation
charges incurred in erecting the machine works out to ¢ 8,920 on the same date. On 1
June, 2022 a machine which had m 4 4,37,4b0 on 1°" January 2020 was sold for
¢ 75,000. Another machine which had\’ 4,37,000 on 1°' January, 2021 was scrapped
on the same date and it realised nothing.

Write a machinery account for the year 2022, allowing the same rate of depreciation as
(n the past, calculating depreciation to the nearest multiple of a Rupee.

1)ila022 IJ6]22
! i
bal-1900.000  Mach-2 88420
WDV
\WIN | achine ] Mach 1

112020 431400
Oep (2000) 42140
wov 31220 293660

.} 2021 437000
Oepfo2) 39366 Y3100
Wov- 3112202 354294 3493300
)1 2020
- 1900.000
<
35424y 1162406 (Baf)
Ml 3q33) 00 M!,
Ma
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P’Iac.h?ne A1c

OO‘\‘C. ,lDCH:t T Ddtﬂ rpaf—b f
AD1). A0
Jani | To bal bld Junel Bﬂ (M) [1Y162
M, - 35429y b\{ Dank 715000
M1 343300 bY los on Sollt | Q64532
Ma-  118u06 | 1900000
June! BY 96‘) (M) | 16388
June! To Bank A{c 284420 bv 058 316491
[My)
Dec bﬂ DGE |
Ma - |1524)
My: 16854 132045
Dec 3 bj Dal cld
My — 1031165
My 272066 | 130923\
2188920 2188920
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- Chonae in the Method O{j @_Eiprec?o‘t?on

Ex Machine - l[ul q. 2100.000
Suy- 10 Iaj;
201920 Deg) 10.000
31320 WOV- Qo000

Z2020-2) 9@,3 10.000
332 wov [Boo0D 3
ethod 0] eb changed 1o WDV
L t b ‘j(d@ls-l-pc.

20222 Bep 12000
31322, WDV 68000

85—_2 lqu Mooh‘i’ne- 100.000
WOV @04 f;a

2014-20 DGP 10.000

31220 WDV - 90.000 — will be realed o

O.lr.?gn‘nul wsb

(420 Method Ohmﬁed to SLM
Use| ot “lile - Y yeare
Solvogc value - 110.000

20202 DBP [ 0000 100 J 320,000

WOV - 110000
Whenever Gns ohonﬂe n er Method % mode, Such Ohﬂlﬁc Ts

@l;d_m_(lhmw_ﬂ.cmﬁ
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ILLUSTRATION 10

M/s Anshul & Co. commenced business on 1st January 2017, when they purchased plant and
equipment for ¥ 7,00,000. They adopted a policy of charging depreciation at 15% per annum on
diminishing balance basis and over the years, their purchases of plant have been:

Date Amount X
1-1-2018 1,50,000
1-1-2021 2,00,000

On 1-1-2021 it was decided to change the method and rate of depreciation to straight line basis.
On this date remaining useful life was assessed as 6 years for all the assets purchased before
1.1.2021 with no scrap value and 10 years for the asset purchased on 1.1.2021.

Required
Calculate the difference in depreciation to be adjusted in the Plant and Equipment Account for
the year ending 31st December, 2021. L2 Bo\oncm
WN| Plant 1 Plant
Il 2017 || 2018
Oma, tosh 700.000 150.000
Dep’ -201 105000
WDV 3122017 595000
Deb- 2018 $9250 22500
WOV - 31122018 505150 127500
Oep 209 19863 1905
3112 2019 429881 10837s
Oep 2020 64483 _16256
WDV- 31220 365404 92119
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1.1 202! - WDV 365404 42119
Dselul lije 6y e 610015.
Dep @ per il 60<i1>o 15353
201
Plon+ & &I A”g
Dcr‘-c Pat I Date “Vark =
200 202
Jont | Yo bal bld. Dac 3! By er
P - Zp5upu P-" 60apo
P - Q19 151523 P, 15353
P3 - 20000 46253
Jou | To Bank(?) | Z00.000
bg bal ud
P - 3oySou
P T6166
- P 180000 156070
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ILLUSTRATION 11

A Machine costing € 6,00,000 is depreciated on straight line basis, assuming 10 years working
life and Nil residual value, for three years. The estimate of remaining useful life after third year

——————

was reassessed at 5 years.
Required

Calculate depreciation for the fourth year.

DeP %0 = 600.000 . 260,000
10
Dep Lor 5 years > 760.000x3 - ¥1.80.000

WOV at +he end o& 3 fear = 7600000 - 31.80000

= 34.20.000
— QS Per (?nﬂfal estimate, Rcmaimn useLul IiLo- T \ears
Reu'i’acd %Yimale =5 ;cnrs

D@lj Lor J‘Hh’mf‘ Y20.000 .|38&4.000
S
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/PQ'.S "3ml>
The LG Transport company purchased 10 trucks at € 45,00,000 each on 1* April 2019.
On October 1st, 2021, one of the trucks is involved in an accident and is completely
destroyed and ¥ 27,00,000 is received from the insurance in full settlement. On the same
date another truck is purchased by the company for the sum of ¥50,00,000. The company

write off 20% on the original cost per annum. The company observe the calendar year
as its financial year.

1

Nof

3o
Give the motor truck account for two year ending 31 Dec, 2022.

45

lll |202I — 3|]l9.|1011

Bolonce
WnNI Truck 0] - T, Truck(9])- T
1419 4500.000 4.05.00.000
DeP (2014] 615000 __6075.000
3lniy 3325000 3y4y4.25.000
DeL; (2020) q00.000 8100.000
31n.2020 29.25.000 d,63.25.000
Motor Truck /-‘flc
DCI“‘C. K*Dar“' t ﬂ(ﬂ-g ﬂr £
l.l.2on| To bal bld .10 200 \IDePCE 675000
T - 2985000 BY Bank J100.000
Th- 2.6325.000 [J9250000
11 %3] To jotnﬁp&t. ﬁlo] 450.000| 311121 B 9
E 100.000
o | To Bank LT3)  |5000000 T3 350000 |8a50000
2112 201 bY bal o4
To- 182,28 000
- I3 Y471%0.000 |22919000
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1.1 2o0m TO bO.L bICL 3l Non B OBPA‘
To - 1.922%000 13. 8100.000
T3+ 4150,000 |o/2975000 B o000 | Gi00.000

by b
‘jT:. 2 lorzsooo
T3~ 3150.000 | 138715000

RTP - Hw

A Firm purchased an old Machinery for ¥ 37,000 on 1st January,2019 and spent ¥ 3,000
on its overhauling. On 1st July 2020, another machine was purchased for ¥ 10,000. On
1st July 2021, the machinery which was purchased on 1st January 2019, was sold for
< 28,000 and the same day a new machinery costing I 25,000 was purchased. On
1st July,2022, the machine which was purchased on 15t July,2020 was sold for ¥ 2,000.

Depreciation is charged @ 10% per annum on straight line method. The firm changed
the method and adopted diminishing balance method with effect from 1st January,2020
and the rate was increased to 15% per annum. The books are closed on 31st December
every year.

Prepare Machinery account for four years from 1st January,2019
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In the books of Firm

Machinery Account

3 4
1.1.2019(To Bank Alc 37,000|31.12.2019|By Depreciation Alc 4,000
To Bank Alc 3,000(31.12.2019|By Balance c/d 36,000
(overhauling
charges)
40,000 40,000
1.1.2020|To Balance b/d | 36,000(31.12.2020|By Depreciation A/c 6,150
(¥ 5,400 + T 750)
1.7.2020(To Bank Alc 10,000/31.12.2020|By Balance c/d 39,850
(¥ 30,600 + ¥ 9,250)
46.000 46,000
1.1.2021|To Balance b/d | 39,850(1.7.2021 |By Bank A/c(sale) 28,000
1.7.2021|To Bank Alc 25,000(1.7.2021 |By Profit and Loss Alc 305
(Loss on Sale -
W.N. 1)
31.12.2021|By Depreciation A/c 5,558
(T 2,295 + T 1,388 +
< 1,875)
By Balance c/d 30,987
(¥ 7,862 + T 23,125)
64.850 64.850
1.1.2022|To Balance b/d | 30,987(1.7.2022 |By Bank Alc (sale) 2,000
1.7.2022 |By Profit and Loss Alc 5,272
(Loss on Sale -
W.N. 1)
31.12.2022 |By Depreciation A/c 4,059
(X590 + ¥ 3,469)
31.12.2022|By Balance c/d 19,656
30,987 30,987
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Revalostion 0], Moperky, Dhorit &
f—r""" St

(l-)ofr Morket valoe

= Jncase antm o] PPE 15 sevalved., whole Clos oL
Such PPE 4o which qs.se.t balorzjs Should be fevalved.

Machine- 71000000
1st Time ReualuaHon

= U}:)ward Revqlua,HOn
FMV- 31200.000

b Assets?
Journadl - Machine Or 200,000
Qe |Reserue To F‘eualeon Qenam 200.00b
Moch | L, Unsealised Gioin

Znd. Ttme Revalu aHon

E)Ooll{ value- 1800.000

| d | l
l .~ blemv-£100000
a) FMv- 3900000 : = ¢) FMV- 500000

Rev. Reserve De Ioo.ooo§

Mach D1 oooeo | ToMach Mc 100000 RetReo Or. Z00.000
lo ch. Kes. I00.000 ! . P2L Alc Or. 100,000
* it  ToMath 300000
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lst time Revaloakon - Machine 210.00000

Dmmgid_gmhm’r_iun

FMV- 2800.000

Loss

—  PEL Ac Dr 200.000 "
To Machincﬂc 200.000

Znd Fftme Reva luatfon

Bv | 3600.000
| | l | !
o) FMV- 2500000 . ¢) FMN-2900.000
. b) FMV- Z700.000
P&L A D locooo - Mach Dr 300,000
ToMachine 100000 | Mach Dri00000 | To p&L A 200000
o pal QI" 100.000;  To Rev-Res. 00000
Loss '
Rcwvew
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PQ-5
Amazing group had Property, Plant & Equipment (PP&E) with a book value of
¢ 35,00,000 on 31st December, 2022. The balance in Revaluation Surplus on that date
was © 3,00,000. As part of their practice of revaluing the assets on yearly basis, another
revaluation was carried out on 31st December, 2022. Evaluate the impact of Revaluation
if the Fair Value as a result of Revaluation done on 31st December, 2022 was (a)

¥ 37,00,000 (b) ¥33,00,000 and (c) ¥31,00,000. Also, give the journal entries.

o) FMy- ¥3100.000

(PmPerlj ?n‘r& Pr. 200.000
Res Pr‘ 200000

bl FmMv- 73300.000

Reu Res. Al Or. 200.000
To lorolacr{:‘ P\ant 2:83 200,000

¢) FMu- 23[p0.000

Rev. Reo. Ac Or 300.000
PEL AMc Or lo0000

o (PI‘OP (?lon‘r gt &‘ 400.000

Read anﬂr
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PQ-y

A Machinery costing < 20,00,000 is depreciated on straight line assuming 10 years
working life and nil salvage value for four years. At the end of the fourth year, the
machinery was revalued upwards by ¥80,000. The remaining useful life of the machinery
was also reassessed as 8 years at the end of the fourth year. Calculate the depreciation
for 5th Year.

De‘n pa. = 200.0000 . 1200000

[0}
DeF Ler Y fems - 2200000 X 4
= ¥ oo.000
WOV at +he end oL U, 1@- 320.00.000- 1800.000
- 31200000

evaloed Gmount OL Machinay - 212,80,000
As par Keufsed estimate,  “usdul IiLc, : 8Yeor5

Dcl) &or Bth Year- 1,80.000 ~ 2l60.000
8
Hw

ILLUSTRATION 12

A machine of cost € 12,00,000 is depreciated straight-line assuming 10 year working life and
zero residual value for three years. At the end of third year, the machine was revalued upwards
by < 60,000 the remaining useful life was reassessed at 9 years.

Required

Calculate depreciation for the fourth year.
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PA-1
Aﬁm 's plant and machinery account at 31" December, 2021 and the corresponding
depreciation provision account, broken down by year of purchase are as follows:

Year of Purchase Plant and Machinery at Depreciation
O“a, coch cost Provision Booi{
¢ ¥ vale
2005 - 30[6|2005 2,00,000 2,00,000 - NIL
Scrap -ll0.000 10000
2077'5°[6l10u 130000 73,00,000 0000”3 00,000 —NIL-

2012 - 3ol6 2012 99 ﬁ‘:’“wo,oo,ooo o e— 7 9,50,000-9:4I
240000 b 204 Bers0
2013 - 30l 2013 2446 [ S 700,000 | ioons 8B 595000
l I ~1 "":0 000 w‘;?i

2020 LES 5,00,000 75,000
2021 3,00,000 15,000
30,00,000 21,35,000

Depreciation is at the rate of 10% per annum on cost. It is the Company's policy to
assume that all purchases, sales or disposal of plant occurred on 30th June in the relevant
year for the purpose of calculating depreciation, irrespective of the precise date on which
these events occurred.

During 2022 the following transactions took place:
4 Purchase of plant and machinery amounted to ¥ 15,00,000 - 30'6' 2022
> 4 Plant that had been bought in 2_0_1 1for ¥ 170,000 was sgﬂ@ed.
-4 Plant that had been bought in 2012 for ¥ 90,000 was sold for ¥ ﬁo.
I o Plant that had been bought in_g_(_)_?__? for \’MOO was sold for ¥ 15,000.
You are required to:

Calculate the provision for depreciation of plant and machinery for the year ended 31st
December, 2022. In calculating this provision you should bear in mind that it is the
company's policy to show any profit or loss on the sale or disposal of plant as a
completely separate item in the Profit and Loss Account. You are also required to prepare
the following ledger accounts during 2022.

() Plant and machinery at cost;
(i) Depreciation provision;

(iii)  Sales or disposal of plant and machinery.
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Plant & Maoh‘fncry A1¢.

_Dale Parkiculars 7 | Dake Vart I
2022 2020
Jont | To bal bld4 Junc30 BY P"Och D?SP,
M.-  200.000 Maia) - 10000
MaCa)- 170.000 Ma(a) - 90.000
(b) - 130,000 Muca) - 240.000| 500.000
Ma (0)- 90.000
) - 910.000 Dec3l bﬂ bal «ld
My G)- 240.000 M) - Z200.000
(b)- Y460.000 MaCb)- 130.000
Ms- 500000 M3 (b) 910,000
Me- 300000 | 3000000 My(h)- 460,000
Ms - So0.000
Tune3o | To Bank Me M) [ 1500000 Mé- 300000
M- 1500.000 | ooooso
4S00000 4$ 00.000
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W Dep A

_Date Particulars ¥ Date Vart I
2011 2022
Jindo| To Moch D). Jonl b3 bal. bld
M2ca)- 110.000 M.~ 200.000
Maa) - 40,000 Mzca)- 170.000
My(a)- 216000 | Y6000 () - 130,000
1Ma3 (a)-35500"
Qen| To bal cld (0)- 864500 |
M. 200000 My Ca) - 204000
Maw)- 130.000 - 341000
Mack) - Q10,000 Ms . Tgooo
Muct) - 431000 Mo _1S0on |21,35000
Ms- 125000
Mé - 43000 June 30 Bﬂ D&
Mi1- 75000 | 192000 M3Ca) - 4500
Mylw - 12000 | 16500
Decal by DeP_
Mach) - 45500
My tb)- Y6000
Ms - 50,000
Mg - 30000
M7 - 15000 | 246500
2398000 2348000
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f\"aoh?ne_ Q?sj)ogcf Ac

Oy _
_Dale Particulars 7 Nate Pait I
2022 2071
Tonzo | To Plont & Moch A, June 30 bﬂ prox Er Oe}:
Macw) - 110.000 M2 Ca)- 110.000
Mat)- 90.000 MaCa)- 90,000
My(a)- 240.000 | Sv0000 Mula)- 216000 | Y6000
Juine3o | To 8am on Suf: 5000
(M3 ) June3o | By Bank
—'13&:)- 5000
Mu (a)- 15000 | 40.000
June 30 bj losson Saf2 | 9000
[MuCa))
BoS000 505000
Note: 9[5 [ij sh - F]cc DQP-] Ve DGP on ﬁssct pa.
Book volve
then,

elo will be eclua‘ Yo the Lemainin Boul\voluc,
ex- Dep 'on_ Mzwd pa 2 91000 , but the Jemaining B,
T onl:J 343500 then E)ep= 245500
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- (Di'H)orcnt Methods OL Deprec,‘?aﬁon
3. Machine boor Method

A B
Cost 100.000 /00.00D
USe,Lul IiLe. 5\’&, 5 7rs

QS Pu 5LM, DGP 320,000 x 22.0\000%
Bur, LWW 1000 his 600 has.

Ben:Lil:’T BCDOL'It v
Total hows 5000 his 5000 brs
U&e‘)u\ IiLe

QePueé’aﬁon 2100000 41000/ 100000 600
000 . Booo

= T 20.000 312000

&F = Debhctffob\a value  x Mach. hours
- ' Total Mach hours por year
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ILLUSTRATION 4 Total

A machine was purchased for ¥ 30,00,000 having an estimated total working of 24,000 hours.
The scrap value is expected to be ¥ 2,00,000 and anticipated pattern of distribution of effective

hours (s as follows : DEP \JO‘U&‘ 2800.000

Year

L? 3,000 hours per year
4-6 2,600 hours per year
7 - 10 1,800 hours per year
Required

Determine Annual Depreciation under Machine Hour Rate Method.

Year Oe

1-3 2800000 y 3000 - 350,000 per year
24000

U-6 2800000 y 2boo = <3.03,333 par year
24000

110 2800-000 X 1800 - 2210.000 PerYeor
24000
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Y P snodockion Unit Method

A B
Cosb 100,000 100.000
Sol\mje Valve 10.000 10.000
uselsl ¢ Total prodoction /0,000 10,000
s],iLe Units
194 Yeor 2000 units 3000 units

@ep E G0.000 x 2000 Q0,000 B0
0.000 10,006
3000 | - 321000

D B De red able
P PAmt C_)l P{SSct X ?roc{- duﬁnﬂ -Hm
Tota| prod. s Year
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ILLUSTRATION 5

A machine is purchased for ¥20,00,000. Its estimated useful life is 10 y@ars with a residual value
of ¥2,00,000. The machine is expected to produce 1.5 lakh units during its life time. Expected
distribution pattern of production is as follows:

Year Production

1-3 20,000 units per year
4-7 15,000 units per year
8-10 10,000 units per year
Required

Determine the value of depreciation for each year using production units method.

Jear iQEP
l‘ 5 _|%_O_Q.D_DD_ X 20000 = 52'10.000 Perjmr

,50.000

4.7 180abob x 18000 = 3180006 ?)echar

.5 0,000

8' 0 _l_&.Q.Q.D_OD_ X 10,000 = 31.20.000 r:)cr Ycar

1S0.000
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b

Depleﬁ’on Method.
Ly Ex¥raction ol) Nakural 'Reswraw

[ ] Sstimate
H.GLF 144, Coal —~ 5000 tonne

0 Us%ul hL

lease - 310.00.000 v
/‘]ssei‘,

js’rjcq!'* ¥ 1500 bonne - 1000000 ¥ 1500
5000
= 3300.000

= DeP etfon ?s the allocation OL Cost oL extracton OL

N atural cho ureen,

ILLUSTRATION 6

M/s Surya & Co. took lease of a quarry on 1- 7—25 19 for ¥ 1,00,00,000. As per technical estimate
the total quantity of mineral deposit is 2,00,000 tonnes. Depreciation was charged on the basis
of depletion method. Extraction pattern is given in the following table:

Year
2019
2020
2021

Quantity of Mineral extracted
2,000 tonnes

10,000 tonnes

15,000 tonnes

Required A gt p‘lc‘

Show the Quarry Lease Account and Depreciation Account for each year from 2019 to 2021.
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=

041

L0000oBD 2000
200,000

200.000

[00 00.000 x 10.00b
200.000

500,000
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Sum OL Years oL ngﬂ; Me thod, - &cceleroﬂnj Method

EX— Machine- Z100.000 ) Del,)rcc?oble value- <90.000
Residual value - 210,000
USGLUI liLc -5 Yenré

Jear No. % Years o] DGF}u@w
chalninj L’aLc,
S §0.000 X _%___, 730000

2. . Q0.0 0D x% . Z24900D

3 5 \ Rato Qo.oobx3 . T8ooo
1S

4 i Qo.oo0x2, 2ldobo
IS

Bl 1 J Qo.o00 %L,  T600O
158 S

De;P-: DGP.VGer X No.ol7 Jeats o Rem. L]ll)g

Sum o] "Neats
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Cx- Cost o{) an Asséb- ZZ200.000
Use]ul Jile- (OJcnr_s
Res. Vale | - 20900

DGP Lor Ll+hJe,ar ?
DePs Dep valve X No.oL years o{ Rom‘LsLe

“Sum o years
“nln+)
7180000 X _1_ 2
10x4].55
2
= 22909
_ _» BooR valve
Year No_oL Year OL Rem l.ilf . WOV ot Hhe b"j‘ 0 qihjcora.
| IO . - - Or?g. cost - DePo lost 37eurs
2 q -
& 8 . = 200,000 —[180.000 x 21
5 6 = (%1636
b 5
7 ;
% 3
q 2
10 I
nCn+):0xH .55
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ILLUSTRATION 3
M/s Akash & Co. purchased a machine for ¢ 10,00,000. Estimated useful life and scrap value
were 10 years and ¥ 1,20,000 respectively. The machine was put to use on 1.1.2017.

Required
Show Machinery Account and Depreciation Account in their books for 2022 by using sum of

years digits method.

200
No. OL eass 0 Q&momin thn 5 gars
Sum O’J yesrs - mﬁl,bS
3.
Dei) l)or 2022 - 8%0000x5 . 780000
5h

WOV as on  |.1.2022 - Oui;ﬂ,wst- Qei) il 1.1.2022

[ 2017. 2021]
2 10.00.000 - [&80.000»« 4o ]
Justjor UNderstondi
Tt D P
Yea Rern-Lilc er
2001 10 8.80.000x% I0 ;
85—
201% 4 Q.80,000 k9
55 +
2019 8 8 Baooox8
55
2020 1
202 b 8.80.000 %19 + 88o00ox L
55 SS

— 8.80.000xL -:.[IO +<i+8+7+(:]
55
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Qe | Porb Z Date Park T
2 | Tobal bld | 36000 |3ia2 | By Dep Zooov
Dy baf cld | 280000
560,000 360000
= Deb _f\1c .
Oate | Pact Z Oake | Vorb I
3an | To Moch Ale | 30.000 [3n22| By paL Al |8o.06d
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ﬂ—MOR‘IIZHTION
CDe.p OL Sn{-imj'ible Assdbs
hs per AS 26,
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ILLUSTRATION 13

Kumar R&D Co. registered a patent (the patent meets the criteria of an intangible asset) on 1st
July, 2021 developed at a cost of ¢ 28,00,000 and spent ¢ 2,00,000 towards legal fees and
registration. The patent is granted for a period of 10 years. The books are closed on 31

December every year. 2
Required

Show the Patent Account and Amortisation Account for the year 2021 and 2022.

CO.SJ: OL po{ent - J38.00.000 + 200000
- £30.00.000

ﬁmorﬁzoﬁon- De p Valoe . 3000000
P(L ul |1L 18]

- Z300.,000
Qcﬂﬂ Alc
Or ~ Cr.
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ILLUSTRATION 14

Prime Streaming Co. acquired the streaming rights of a movie for ¥ 18,00,000 with the
contracted duration of the streaming period being 10 years. At the beginning of the fourth year,
based on the decline in viewership, Prime Streaming Co. decided to stream the movie only for

the next 5 years.
Required

Calculate amortisation for the fourth year.

L]morh’sohon P.o, " 1800.000 = 2L Boooo Pa.
|10

Amort l)or kfrs* 5 Years- 380.000x3
1540000

WAV ot the end OL 3rd year- Z1800.000
) 540.000

J1260.000 )
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