CHAPTER - 07 9, YU AR §9
Depreciation, provision and Reserve
FAIONT 2 called the residual value of that asset.
> Obsolescence- Another element of depreciation
> B Rmfr gt :@r T q#ra SIIRNRY of fixed assets is obsolescence. Obsolescence
W Tq ¢ R g el T G FEd ¢ | means not being in keeping with the times.
> 3TEEEd -3Tdadd @ 3R U UMk HeT 5 capi
. a N pital Reserves - Reserves made from
7 g1 arelt v 3TEY A IRTAT & & S D capital receipts are called capital reserves.
JT FHOMcHS Glal 8 Fehdl & | > Special R ™ hich i
. pecia eserve - e reserve which is
> uEue- 95 s # AfafRaa gl ar s created for a special purpose.
QU HE & AT 37erer @ 318 IgATAT A F L o
£ 2 > Amortisation- The reduction in the value of
> A - Ig YT fachar feafc A intangible assets such as goodwill, copyrights
F A e Jedlel AT qfdea a1 W and patents is called amortisation.
FXT & AT HERT @D IAT A FTREAT B
> e T4 - Ted T O drca 3ITAY e hr agﬂq;ﬁ,qq; gosT
ST &1 aE g & =@ (Multiple Choice Questions)
> wufd & Iaflse Hed - Gulfd & Sfad F1eT & gy fage &7 aaeT &Y (Select the correct alternative):
W%’Iﬁwﬁquqﬂa’ruvqwbdiﬁm%aﬁ ’ s
3 GUl &1 3ERISe Hed dEelld § | L
> mmqﬁﬂ?ﬁméﬁmwwaﬂw a. cad b S .
@Wl Depreciation is an
> Yol HE - Jeierd giftadt & s Hed goterd a. Expense b. Provision
SER gellc %L| c. Income d. None of these
> e gav- 98 dug SEer goa 49y 33 2 e
% ¢l . mﬂﬁﬁﬁaﬁaﬂ b. ©H W IHAR
a. .
> aReiuer - ©arfa, sdse 3 9de St 3 R g cx P
eI & Hed A g arel S B aRey C. STE el -
Fgl ST gl A Provision is :
Memorable point : a. An appropriation out of profits
>  Depreciation- The permanent, continuous and b. Charge against profit
gradual decrease in the book value of fixed c. External transactions
assets is called depreciation. d. None of these
> Fluctuation- Fluctuation refers to a temporary 3 Yoforg wiftaat @ @ waat #¢ Fer orar
change in the value of a current asset which ) S . ..
can be either positive or negative. a. oI Hed b.  #93 .
> Provision- It is an estimated amount set aside C. W e d. % q P o awl
to meet uncertain future losses or expenses. Reserves arising from capital receipts are
>  Reserve- It is the part of profit set aside known as -
to strengthen the financial position of the a. Capital reserve  b. Reserve fund
business and to meet unexpected losses or c. General reserve d. None of these
liability. . "
abiitty 4., TIg FRA IFR F I § ?
> Secret reserve- Secret reserve refers to the
. ; . a. 2 b. 4
retention of surplus profits which are not
shown in the Balance sheet. c. 3 d. 5
>  residual value of property- The price received How many types of Reserve ?
by selling an asset at the end of its life is a. 2 b. 4
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c. 3 d 5

AWHA YATY-6 FFafed g—

a. 3T & & foT @it

b. IETAT &I Hediehat

C. BN ol@ishel

d. ugr

Accounting Standard-6 is related to—
a. Accounting for Taxes on Income

Valuation of Inventory 10.

b
c. Depreciation Accounting
d. Lease

s AMTA F v AF af 21,000 ¥ g Faw

JTaT § A g Y qvren ¥ e R & g
T SaT & ?

a. #He¥ g fafer b. e ¥@r Ay
c. aIf¥er ggfa d. S5 ¥ HI$ 7L
The machinery is depreciated by ¥ 1,000

every year. Which method is being used to
calculate depreciation ?

c. N - gifar Afasa @rar

d. e - gifer @rar

At the end of the year, the depreciation ac-
count is transferred to :

a. Balance sheet

b. Trading account

c. Profit & loss appropriation account

d. Profit & loss account

Depreciation is charged on:

a. Fixed tangible assets

b. Current assets

c. Both current and fixed assets
d. None of the above

a. Written down value method 1. FToTeT GANT zim WE %a-g;r Ll
b. Straight line method a. el @ Rfr
c. Annuity method b. FANE FE AR
d. None of these c' a 3R b 2t
& S8 9T ST § d. 597 ¥ FS o 7Y
a. FI b. Tfq Which of the following methods of deprecia-
c. g d. WeileR tion is not recognized by Income Tax Law?
Depreciation is not charged on ? a. Straight Line Method
a. Machinery b. Diminishing Balance Method
b. Goodwill c. Both aandb
c. Building d. None of the Above
d.  Furniture 12. 3RS #1 @A §
Ty HONT & AT IS e T A HsT a. Uo® b. 3durfas
T & fham e B c. 3MaRTF d. 3ETaEE
a. SR Wrel Creation of provision is :
b. wmeT-gTiet Wl a. Voluntary b. llegal
Z' CAER e I, - c. Necessary d. Unnecessary
. YT HKU TSI Grdr
13. fafirse ¥owr a8 =g & e goa R s
The provision for bad debts is made by ¥
a. Trading Account a. 39 3297 & faw
b. Profit and Loss Account b. T 33T & AT
c. Debtors Account c. g §9T & foT
d. Provision for bad debts account d. g;.m g 5 & fow a8
a¥ & Id A, FeIe TiaT FUEAART HT &2 Specific reserve is that reserve which is
ST &: created for:
a. deled 99 a. For Specific purpose
b. <TG @rar
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b. For General purpose
C. For Secret reserve
d

c. Fixed Assets d. Fictitious Assets

19. ¥9¥ F1 fA#ATr Far smar ¢ -
None of these a. AT At F Tt F faw
14. 59 BT F 3=aeia T Byw | § s g b. T Erf¥cat & T & faw
A Tl gy gedt ar & 2 c e @ ¥ fv
a. Ol @1 ggid d. 39ded # ¥ #g AL
b.  FHRIT gTH w&fd Reserve is created —
c. @S wefd a. To pay off unknown liabilities
d. ST wel b. To pay off known liabilities
Under which method rate remains constant c. To meet daily expenses
where as t.he amount of depreciation goes d. None of the above
on decreasing from year to year ? }
a. Straight line method 20. I[°d A FART ATl ¢
b. Written down value method a. ¥cafdd gra e
c. Annuity method b. ﬁl:\\_:-ﬁ'c!'IT-T ST HI ATH-FIA @I H STerhT
d. All the above c. fashr = gurt
15. T gu oW Ry & g 1 o F o d. ST T
a. YRS Pl g W Secret Reserve is created by :
b. Ted 8T HeT W a. Writing off excessive depreciation
C. Woﬂ?; ery b. Charging capital expenditure to profit and
d  3aq :FTFJ - loss account
o c. Suppressing the sales
Accord.inq to. diminishing I_)alance method d. Al of the above
depreciation is charged on :
a. Original cost 21. 3R H9Y A 9ER & @ ¥ 2
b. Written down value a. 2 b. 8
c. Market value c. 3 d. 6
d. Average cost How many types of Revenue Reserve ?
16. B9 %_ a. 2 b. 8
a. ARG @A b, wEAfed @ c. 3 d. 6
c. drdfds @rdr d. SAHAE @rar 22. IS @1 fAATor R Sar 8-
Depreciation is a - a. 3l G & Herart & fav
a. Personal Alc b. Asset Alc b. e afdeat & speretier % forw
c. Real Alc d.  Nominal Alc c. cofw @l & faw
17. @C WAHR F FROT WAl AMT F1 9967 8 d. ITIFT A § H A
AT FEgdTdT & Provision is created—
a. 39deld b. g% a. To pay off unknown liabilities
c. &y d. g b. To pay off known liabilities
Discarding the old machinery due to a new c. To meet daily expenses
invention is called ? d. None of the above
a. Obsolescence b. Wear and tear 23. W 9y A §
c. Depletion d. Amortisation a. TR fFeg wefd b, Oy wefa
18.  §TH ST S & ‘ C. AN ¥ Ygfd d.  3uerd |
a. die] Frafeat qT b. 34?1?—? HTQ%RJT W The methods of charging depreciation are-
c. TRl FEfed Wd. afﬁﬂ FFfeal W a. Fixed Instalment Method
Depreciation in provided on : b. Annuity Method
a. Current Assets b. Intangible Assets
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c. Diminished value Method

c. Useless d. None of these

d. All of the above 29. @A & R{FT W g i qem & e BFar
24, #AAAT W gM............. fafr & o o s 8 St @
a. 3@@' T a. &g d9rdr b. ¥&Fqfed @rar
b. &% U H o S C. OIH-gIfel @rar d. fawa @rar
C. SHPI TUTAT Loss on sale of asset is debited to-
d. S8 ¥ FIS A8l a. Depreciation A/lc b. Asset Alc
Depreciation on machine starts from the c. Profit & Loss A/c d. Sales Alc
date 30. He wEURE F Ao F FA F Far A
a. Itis Purchased b. Itis put to use (a) B (b) Rercfiertor
c. It is installed d. None of these (c) TcTcHoIT (d) IcaraEsT
9
25. m ............... m m]’ a; m m Decrement in the value of tangible Assets is
& fov sueey ¢ @ & known as.
a. WA NER] b. qalld qIA a. Depreciation b. Depletion
C. Itd "I d. 39 & g AL c. Amortisation d. Fluctuation
Usually reserves are not available for distri- 31, Fyeraer a7 oy g & qed F & T Far
bution as cash dividends. STaT §2
a. General Reserve b. Capital Reserve a. 3Targad b. YcHod
c. Secret Reserve d. None of these c. Radeor d. gmo
26. W UH 9fRaAT § Decrement in the value of wasting assets is
a. #Ffcd & Hediehel called?
b. HFufed & T a. Fluctuation b. Amortisation
c. H&ufcd & Hed H HaT c. Depletion d. Depreciation
d. grafea & Aeg # afY 32. WG H TR ¥ -
Depreciation is the process of— a. Y 9T b. ed T
a. Asset Valuation c. amr d. 98 ¥ FS A0
b. Verification of assets The types of Reserve are -
C. Decreasing in the Value Of assets a. Open Reserve b Secret Reserve
d. Increasing in the value of asset c. Both d. None of these
2,000 I9FATET FA § aUT SAGRT W Wigaer B
T & T 5% YU $' Ia€qT S & | ' N
b. <UUR g & &y H
gratTe @1 afyr geft ? A
c. UeUT & TEY H
a. 31,250 b. 1,000 q R Fofr
c. %1,400 d. 2,000 )
The word 'Amortisation' is used -
Sundry debtors of M/s Kamal amount to a. Reaqarding copvright
222,000. They write off Bad debts 22,000 - 9 y 9 E’jy 9 )
and provide for doubtful debts @ 5%. The ) egar !ng trade mar
amount of provision will be - c. Regarding patent
a. %1250 b. 1,000 d. All of the above
c. 1,400 d. 2,000 34. W AN F ATT IR § -
28. wWug & fA#Ior ¥ a. el Icuee AR A HI
b. @& 3T H AR
a. (ko b. 3fart
: . c. wer fadr Rufa &1 ggd=
c. 3 d. & ¥ FIg el d. IReFT @t
Creation of reserve is - The main objectives of charging deprecia-
a. Discretionary b. Compulsory tion are -
Class-11 (Accountancy) ~==

120}



Determining True Production Cost
Determination of true income
Demonstration of correct financial position
. All of the above

oo oo

a. AT 9T b. TV FTg

c. HIT AV d. I gl

The types of revenue reserve are-

a. General Reserve b. Special Reserve

35. Ifg T Aew, AQYU Hed ¥ FA & af 3ea c. Reserve fund d. Al of these
R F A ST § - 40. WU FAT AT § -
a ZT_? b. mﬁ'ﬁaﬁgaﬁ a. AH & b. TFEIfeT @
¢ d. e c. @Ea d. afrem @
If the selling price is less than the net price . )
then the amount of difference is considered- Resc;rve;. Is created fro: ) A
a. Advantage b. Loss a Lro t d. L'Sstflt‘f'
c. Expense d. None of these c. osses ' 'abriities
36. BN A FT AGcT &- 4. FEE
a. M Tl TqSE e & Frw a. G S .. fadtar et
b. TR B ERGAT & faw c. g  d IR-aReE o
c. Yol & @ @ & e & T Depreciation is -
d :_;-\q@a,—(_r asfr a. cash expenses
The importance of charging depreciation is- b. rl;manma:] expenses
a. To clarify the economic situation z Non-cas (?xpenses
b. For restoration of property ) orj-operatlng exPenses ) )
c. To avoid depletion of capital 42. Fla-¥ gag a"a' LSDIGER) a;fq' A aﬁ ST 82
d. All of the above a. JId qed b qsfrTd g
37. W F TG F S aeT - c. WA wad d. RRrT H=
a. gFYfeg &1 39AEl AT Shae Which Reserve is also known as ‘Free
'
b. WFURT ¥ AT gl T TEAIGT Reserve’ 7 |
¢  TEART w5 wafse mgew a. Revenue Reserve b. Capital Reserve
d soeT @ c. General Reserve d. Special Reserve
43. TR Fea RN & s AFeT smar €
The elements affecting depreciation are - - -
a. Estimated useful life of the asset a: AY 2 I AT W
b. Potential for obsolescence of assets ¢ i Al ' R g =
c. Residual value of property In Fixed Instalment Method depreciation is
d. All of the above caIcuIatedI on- _
- s . a. Opening Balance b. Closing Balance
38. e Im E T e P c. Original Cost d. Scrap Value
o goa £ wafen b. & 3udlT A ot a5 fafyr &
d. @ 3t nfasar c. ¥fea fafr &
Obsolescence means decrease in value due d- g § FIE A
L (o T From what data will depreciation on the
a. Permanent decline in market value Machine begin?
b. Wear and Tear a. From the purchase date
c. End of time b. From the date it is put into use
d. Discoveries and inventions c. From the established date
39. AT WU F YR §- d. None of these
Class-11 (Accountancy) =
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45. 3vEde 1 7 qeT F FA FE C. 3NEIAH FFIfe
a. SR Hed H Fr d. @reufds FFEafed
b. #ifd® ¥ & ge-Fe Amortisation refers to writing off-
c. THI &I AT a. Depleting assets b. Wasting assets
d. @9 gade AR R c. Intangible assets d. Fictitious assets
Obsolescence means decline in the value Answer :-
due to-
a Decr(.aase in market price Q.No.| Ans. |Q.No. | Ans. |Q.No. | Ans. | Q.No. | Ans.
b. Physical wear and tear
c. end of time 1 b 14 b 27 b 40 a
d. Innovations and inventions 2 b 15 b 28 a 41 c
46. @ F TR ST gl @ 3 |a|l16 | d|2 | c|4]|c
a. b. 3rfAd
R NS S d R 4 a 17 a 30 C 43 c
The useful life of land is— 5 ¢ 18 ¢ 31 ¢ 44 b
a. Constant b. Unlimited 6 b 19 a 32 C 45 d
C. Limited d. Inconstant 7 b 20 d 33 d 46 b
47. i wam fafr & g A AR 8 | d |21 | c|3a ]| d] 47| 0
a. "edr § b. &R W&
c. aa?_n- %- d. W Q:l'a-ﬁ' 9 C 22 b 35 b 48 a
Under Fixed Instalment Method amount of 10 | a ] 23 | df36  d]49 | a
depreciation goes on- 11 a 24 b 37 d 50 c
a. Decreasing b. Constant
c. Increasing d. All of these 12 ¢ 25 b 38 d
48. WHIN #T Hed aRd U<d Iafse Hed + B ] a2 c]3 | d
FFaf &1 AT 3TARN Sfiae =
a. ¥
b. g
c. HHYfed & Hed H Al
d. o
Original cost of Assets less scrap value -+
Estimated working life of Assets =
a. Depreciation
b. Loss
c. Decrease in the value of asset
d. Profit
49. eI HERAHN Rerd §:
a. fafarse Red b. AT Red
c. o Red d. s & Hg AL
Dividend Equalization Reserve is :
a. Specific Reserve b. General Reserve
c. Secret Reserve d. None of these
50. ye@d FT 3 IufAf@T FT §
a. Redeor gFufed
b. &l gl aTell FFdfed
Class-11 (Accountancy) ~==

122}




1. g FATE?
3A- TURl WUl & & Hed H AT TURL A Td 8N -4 gl arell el @ g e © |
What is depreciation?
Ans- The permanent, continous and gradual decrease in the book value of Fixed Assets is called
depreciation.
2.  Hegew &1 QY RAvard qasv
3- () 5 TR Fufadl & qFdE Aed A FA FAT B
(i) I8 T R Telel arelr ufehar gl
Name two characteristics of depreciation.
Ans- (i) It reduces the book value of fixed assets.
(ii) It is a continuous process.
3. ¥9Y fFad VER & AT § ?
3W- TUF ol YR & gd ¢ - () dHT q9 (i) AT Fug
How many types of Reserve are there?
Ans- There are two types of Reserve - (i) General Reserve (ii) Special Reserve
4. HEIEW F QY FRUT TASA
3W- (i) &7 vg fOdmEc
(i) 3TTTeIeT
State two causes of depreciation.
Ans- (i) Decay and wear and tear (ii) obsolescence
5. yEYU & & 3geIer favl
3W- HAeIeM & U gaure AR A & faw gaumE|
Give two examples of provision.
Ans- Provision for depreciation and provision for income tax.
6. ICA WAL FAT Y ?
3A- I HOT @ dcdd AT o1 & A0 WA F g 5 e [y A 7€ @ S g
What is a secret reserve?
Ans- Secret reserve refers to the retention of surplus profits which are not shown in the Balance sheet.
7. &9 e i Fedr & R/ &1 a9 gasvw |
Ie- () el Y fafe
(i) shATITT e fafer
Name any two methods of charging depreciation.
Ans- (i) Straight Line Method.
(i) Diminishing Balance Method.
8. & o 1 Fw (A & g fY vl v gaA wA R ?
I- el @ (AR & g Fr AU e 7 g i A T A @an g
Class-11 (Accountancy) ~==
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In which method does the amount of depreciation remain the same?

Ans- In calculating depreciation using 'straight line method', the amount of depreciation remains the
same.

9. HUF FIT §?

3M- Ig ogaarg 1 fadiy REufd & #eiqd e 3R IR Jhdre a1 aiifica & QU & & T 3reer
I@T T o FT e g
What is reserve?

Ans- It is the part of profit set aside to strengthen the financial position of the business and to meet
unforeseen losses or liability.

10. & oo #r fhw RAfr & g Fr afy gedt s § 2

I FANT B0 A & g T 06T A F grg i gedr S
In which method of charging depreciation the amount of depreciation decreases?

Ans- In calculating the depreciation using the ‘Diminishing Balance method’, the amount of depreciation
keeps decreasing.

11. & @I & H$ al 3gaT a8y |

3W- (i) TE AT A FARRT 9od el & v |
(i) @l & goT: TUTT T cTaEAT 8 |
Mention any two purposes of charging depreciation.

Ans- (i) To get correct income information.
(i) To arrange for restoration of property.

12. &9 F yafad e a1 gl ar deal &1 A Ia130 |

MR- () U B Fol AT |
(i) |UfT &1 JeAAT 3YANA et Hlel |
Name any two elements affecting Depreciation.

Ans- (i) Total cost of the Assets.
(i) Expected useful life of the Assets.

13. wufa & 3rafise Aew & 3T F41 FHSAS ¥ |

IN- gqﬁaﬁrsﬁaﬁm$waﬁwﬂawﬁwwm%a€wmwma@m

|

What do you understand about the residual value of property?

Ans- The price received by selling an asset at the end of its life is called the residual value of that asset.

14, ITUEGad F4T § ?

IW- 3TAads § 32 dfe §Ufd & Hed A glel arel U AR aRaddr & § St eelicdAs AT HOMcAF alell
8 FhT & |
What is Fluctuation ?

Ans- Fluctuation refers to a temporary change in the value of a current asset which can be either positive
or negative.

15. YIaueT F4T §°?

3- Ig afasy 7 wfafead eifa a1 o 1 QU e & v sreer W@ o sepAea af g
What is provision?

Ans- It is an estimated amount set aside to meet uncertain future losses or expenses.

16. ufeies Fam 872

- T, FdRse R 9ée ST 3T TR & Hed # gl arell waAT @ aRelus &g ST gl

Class-11 (Accountancy) ~=
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Ans-

—

Ans-

N

Ans-

What is Amortisation?

The reduction in the value of intangible assets such as goodwill, copyrights and patents is called
amortisation.

Y 30T geT
(Short Answer Type Questions)

FHFTE ?

Ry Y FRUT ¥ fFaY 3 Tl & Fed # HfAs, TURY, TR F6 FF AoIg™d Fgl AT &1 Aedard
IR & TEE Hed B FA T AT 1 ST A5 U 7 § o e 3N g1y @ ar et 3% gty
ﬁwﬁ%@mm%‘lma‘ﬁﬁw%‘ S ge-pe, AT e, IuEed G| Hederd A
Tufrt & 3eexor § - A, 19, T, TeieR 3N

B & $© Hecaul URAWT 38 TR & -

SEICYC Hh HIEC TS Helodc TSI, dieet (ICMA) & 38R "5 W aREFulcd & aedide Hod &
WWW/HWWW%WT%ucde Fr FEa & "

TS g WTeR & 38R, “Hod-g18 T ARud @#@g # fhdr off ®Ror @ @ouled & @rde Siael &
g &1 AT g1 "

What is Depreciation?

A gradual, permanent, continuous decrease in the value of a fixed asset due to any reason is called
depreciation. Depreciation reduces the book value of the asset. Hence it is an expense which is
charged to the profit and loss account or profit and loss statement. There are many reasons for
depreciation, such as wear and tear, passage of time, obsolescence etc. Examples of depreciable
assets are - machine, building, truck, furniture etc.

Some important definitions of depreciation are as follows -

According to the Institute of Cost and Management Accounting, London (ICMA), "Depreciation is the
reduction in the original value of an asset due to its use and/or the passage of time."

According to Spicer and Pegler, “Depreciation is the measure of the end of the useful life of an
asset for any reason over a period of time.

& F ATIIFAT F AT F Iq8C ?

Afaf@a FROT & 1T 9T 39T g ST © -

(i) 3TTHA TF NI F A - TR aREFufRl & cgaa #§ a7 A F 3227 T & AT Fe S
¢ 3R ¥ & SRUT Fuld &1 Hed HF & Sl ol SHIAT gd 8T STTaqT & 3 7T S8 e, s,
TN G & AW T | Ig TA AT F 3EH W IHR @ar & AT o8 TUROT &9
AT .H|o—e4d&lmdmﬂmmﬂﬂmmﬂmﬁﬁmmm%l

(ii) gﬁmmmm aﬁrscqlqd ST 3T e %ﬁvmgﬁam@rwwmm&w
|

(iii) WEY AT FT FAURIT - 51 Ueh YR T 4 g1 FFled & A TANT & gHS HAed H el 30l §
ﬁ?gﬂﬁaﬁqﬁaﬁ%ﬁvmammﬁaﬁﬁﬁaﬁrmaﬁmﬂmamwé
3TUT HEl 3cUTead oETd &l SATAhRT gl grefr |

(iv) IMT-FT Fraeth FT Iod FEAT- ARAT I3 TAATA, 1961 F eddd g1 & HFaed H Hl-
Wwwmﬁ%ﬁmmw%mm&whﬁm%ﬁmﬁHWHﬁm

ST At o 3O gl W RIS TS ST UM 37 IR FFaeHl g Iod e & v gd
HT YITAT HIAT 3ATH ¢ |

Briefly explain the need for depreciation?

Depreciation becomes necessary due to the following reasons -

() Matching of revenue and cost - Fixed assets are used in business only for the purpose of
earning profit and due to depreciation the value of the asset reduces. That is why depreciation
is also an expense like other expenses of business like salaries, freight, stationery etc. This is a

Class-11 (Accountancy) ~—==
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w

Ans-

4,

(ii)
(iii)

(iv)

charge on the income of the same period, hence it is mandatory to reduce it before determining
the net profit by following the generally accepted accounting principles.

To find out the correct production cost - To find out the correct production cost, it is necessary
to arrange for proper depreciation.

Determination of true income - Depreciation is a type of expense. Due to continuous use of the
asset, its value decreases and if this decrease is not planned every year, then it is necessary
to write the goods in the profit and loss account, otherwise the correct production cost will not
be known.

Getting income tax exemption - Under the Indian Income Tax Act, 1961, it is necessary to
organise depreciation to get tax exemption in relation to depreciation. If proper provision for
depreciation is not made then more income tax will have to be paid if the profit is higher.
Therefore, to get income tax exemption, it is necessary to make provision for depreciation.

T ¥ FIT FROT §°2

(i)

(iii)

(iv)
(v)

&7 w9 framae Iryar §HT A §AIT & FROT AT H FA- &7 Ud BHEe # 3 § aHar 7 FAr
wWWﬁ%WﬁWM|WWW$WWWWﬁW
aﬁm%lwqﬁﬂmﬁmmméﬁﬂam%mm@?ﬁmﬁaﬁ%maﬁém
A& RraT AT &1 AT Y w9 & AeH, &, aTRer 3nfe wehfcr shr 39er3it & werma & g Bl
mﬁaﬁmrﬁwﬁ-mm%ﬁvwwmwmmmmww EC)
ARTT TAT Y TATCT W TA & o &1 0 aREFIR & 3aeor § - Reew, FrORIEE, T
3| SFaaT & AT ey 3UANAGr 31 e qﬂddlw%i?ra:gtﬁﬁrwa’raﬁﬁ%l
ATTAA- Fﬂrﬁftrﬁquq%‘a#%ma:rwaﬂ?ﬁmwd g 3Tl &1 HY § HAAGThe o el
W@m%mﬁmmmmﬁ#w%mqﬁﬂxﬁwmﬁm
IT 3T A6 IRFITcd T 3TTsY gleTl|

FAAT dcd - el off aRmedfcd & 3uAfrar & #al $o IWEATT deal & HROT 1 gl § S
-39 & gEeaT, 3T, §1 3|

mﬁ%mn—q#ﬁw Tufd & SR H{ed & FIREGe & FROT 30F Ao # gl drell Har
s &1 FT FROT &

What are the causes of Depreciation?

(iii)

(iv)
(v)

Decrease in value due to decay and wear and tear or lapse of time - Decay and wear and
tear means reduction in capacity and resulting fall in the value of the asset. Due to decay and
wear and tear the property starts getting physically destroyed. Some assets simply deteriorate
with the passage of time and are not used. This happens especially due to the effects of natural
disasters like weather, wind, rain etc.

Termination of legal rights - The agreement to use the value of certain assets for business
ends on the expiry of a predetermined period. Examples of such assets are patents, copyrights,
leases etc. Their usefulness for business ends as soon as the legal support they receive is
removed.

Obsolescence - Another element of depreciation of fixed assets is obsolescence. Obsolescence
means not being in keeping with the times. Obsolescence means an asset becoming obsolete
due to technological change or improvement in production methods or the availability of a better
asset.

Abnormal elements - Reduction in utility of any asset also occurs due to some abnormal
elements like fire, accident, earthquake, flood etc.

Decline in the market value of the property - The decrease in the value of the property due
to the fall in its market value is also a cause of depreciation.

B &Y AT F F v diely 3@ R va Faea [ § seasfe Ao
3ae- Oy Y@r [3fer v waea [/ & 39w -
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iii. 37T Ao SHHA U & Y Hod € | SHHA UM & HaY HoF e -80e

R FIl o YT AL ghar ¥

iv. 3TehT hlefel AN

3 faftr &l 3T Fhofel carl

Ig AT 1 IR Hlefel Ganl

ST B

AT ATAT 9Ted =8t gl AT 9T g
v. T g5 fafdr sga & @ B 5@ faftr 3mdefrhd &fdeT &
vi. 318 Fr eI zq Ofr & g1 Fr X A W | 37 /S 7 g Fr e FA @&

ST g

Differentiate between straight line method and written down value method to calculate deprecia-

tion.

Ans: Difference between straight line method and written down value method -

Basis of difference

Straight line method

Written Down Value method

i. Basis of depreciation
calculation

Depreciation is calculated on the
original cost of the asset.

Depreciation is calculated on the
decreasing value of the asset.

ii. amount of depreciation

In straight line method the
amount of depreciation remains
the same

In the written down value method
the amount of depreciation keeps
decreasing.

iii. Residual value

In this the scrap value of the
property reduces to zero.

In this the scrap value of the property
never decreases to zero.

iv. recognition by income tax
law

This method is not recognized by
the Income Tax Law.

This method is recognized by the
Income Tax Law.

v. Simple

This method is very simple.

This method is relatively difficult.

vi. Rate of depreciation

In this method the rate of
depreciation is kept low.

In this method the rate of
depreciation is kept high.

5. AT §9F 99T Yeferd @9 A 3rea} Hifaw)

A4
o
%

3W- I T JAT YoieTd I H 3ecd’-

o

AT FT ITUR AT WA gt 9

i. golel I Gt SHPT Golel YT o1 H & SHHT Folol YollaTel ofe & & fohar
forar STar gl ST Bl

ii. 3T I FEI AT Folol faciie SR GoTol Flefell TR I
Rufy & Folgd & & v omer & faw fhar Srar &
o Srar &1

iii. aImeTer & U 3uersy SHT 3YIIT TS faaRor & SHHI 3YAET SATHT faeRor & foaw
forw forar amar 1 e o ST #1

iv. 39JTeT

3T T &7 39T fRar ot
3227 & v Far S ghar gl

SHPT 3T YSIITd gIiedl r
FHATCT FT AT 1A 3720 & Sy
F & AU fFar Srar g1
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Differentiate between Revenue Reserve and Capital Reserve.

Ans- Difference between Revenue Reserve and Capital Reserve-

Basis of difference Revenue Reserve Capital Reserve
i. Source of creation It is created out of revenue profit. It is created out of capital gains.
ii. Objective Revenue reserves are created to It is created to fulfil legal formalities.
strengthen the financial position.
iii. Available for dividends It is used for dividend distribution. It is not used for dividend distribution.
iv. Use Revenue reserve can be used for It is used to offset capital losses or
any purpose. issue bonus shares.

6. T HAF Y WhedsT F WA

I- Wwww%mﬁwﬁ%sﬁﬁmﬂsﬁéﬁ Afhet Ry gl o 81| Johae & 7T A 3RS
T REe & AT e GO @ ot F e 4 o ¥ Wﬁﬁmmwmw
F il Fd Bl ﬁmmaﬁcwm%nﬂ%w?mrﬂnﬁﬁmmaﬁm%l
Wmﬁmwﬁaaﬁmﬂﬁwﬁmm@rm@#@m@m?ﬁvuw OIS0
m%mﬁaﬁwﬁaﬁmmsﬁmmamﬁqﬁﬁmwwwﬁm
fafcaa wufa &1 gee fohar o @ |
31 9ier & Uusar #, e FO 9g g g 98 g A A€ fewrr Srr § 9 herea®d SamaR
e Rufa 30 Rufd 1 e w8 3w Jga¥ @1 & o Y @R yehe &1 Sl &1”

TISE Td WIoR & AR, "I TaT & 3T 0 o § ¢ {S@ehr faegaAreTiar sruar i asr g
F yae 78 Y o ¥

IoT WAT HAF 3552 F Y I R -

i HEAT T HedReh AT T AT e

ii.  rdefer gt # gig e

jii. YdeUhl UF HdTelhl hl AT I AT

iv. TheT 3MenfEAe gifel &l T e |

V.  WTH JUT ATHT H THEIAT TA I

vi. SR & Uldggl & TEAr dr gerfa fBamer|

Explain the concept of secret reserve.

Ans- Secret reserve means such reserve which exists but is not shown in the balance sheet. In order to
show more profit in times of shortage, the secret reserve is added to the profit. Managers create
secret reserves by charging more depreciation than appropriate. This is called a secret reserve
because outside shareholders do not know about it.

Secret reserves are created for a business firm to protect itself from unexpected expenses and
losses in the future so that any unexpected need that may arise in the future can be met and the
general financial position of the business can be strengthened.
In the words of De Paula, “Secret reserves are those reserves which are not shown in the balance
sheet as a result of which the financial position of the business is much better than that which is
revealed by the balance sheet.,
According to Spicer and Pegler, “Secret reserve means such reserve whose existence or amount
are not disclosed in the balance sheet.
Secret reserve are done for many purposes -
i. Strengthening the internal position of the organisation.
ii. To increase working capital.
iii. Hiding the weaknesses of managers and operators.
iv. To meet any accidental loss.
v. Maintaining uniformity in profits and gains.
vi. Hiding the progress of the organisation from business competitors.
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(Long Answer Type Questions)

1. 01 318, 2010 & ¥ Aed # 1,80,000 . Fr FeMeT @HE T4T 10,000 F. HE 9T 9 10,000 .
Wwwmlmmwﬁ?mmsﬁaﬁmﬁwmﬁﬁmwm
3afise #qeT 20,000 F. e

On April 01, 2010, Bajrang Marbles purchased a Machine for Rs 1,80,000 and spent Rs 10,000
on its carriage and Rs 10,000 on its installation. It is estimated that its working life is 10 years
and after 10 years its scrap value will be Rs 20,000.

(a) =T & A et @ A § g a1 aut &1 7ol @rar va &9 @ar sa9Ev) @ gfaay 31
A B o5 By o
Prepare Machine account and Depreciation account for the first four years by providing
depreciation on straight line method. Accounts are closed on March 31st every year.

(b) el @T BT ¥ g9 I YA IR aut & AU #Fefid @ar 9 @9 v9 9 W IEY @rar
(1 §RT F @rdn) T918T @ 9faay 31 A 9o Fd FS &
Prepare Machine account, Depreciation account and Provision for depreciation account (or
accumulated depreciation account) for the first four years by providing depreciation using
straight line method accounts are closed on March 31 every year.

Ans-
(a)
Books of Bajrang Marbles
Machinery Account
Dr. Cr.
Date Particulars ; Aaltosl‘l)nt Date Particulars '117 A(lzllg:;l ¢

2010 2011
Apr.01 [To Bank A/c 2,00,000 [ Mar.31 |By Depreciation A/c 18,000
(1,80,0000 + 20,000) By Balance c/d 1,82,000
2,00,000 2,00,000

2011 2012
Apr.01 [To Balance b/d 1,82,000 [ Mar.31 |By Depreciation A/c 18,000
Mar.31 |By Balance c/d 1,64,000
1,82,000 1,82,000

2012 2013
Apr.01 [To Balance b/d 1,64,000 | Mar.31 |By Depreciation A/c 18,000
Mar.31 |By Balance c/d 1,46,000
1,64,000 1,64,000

2013 2014
Apr.01 [To Balance b/d 1,46,000 [ Mar.31 |By Depreciation A/c 18,000
Mar.31 |By Balance c/d 1,28,000
1,46,000 1,46,000
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Working notes: Calculation of annual depreciation

Depreciation (p.a.)

(Original cost — Scrap Value )

Estimated Life of Asset (years)

(1,80,000 + 10,000 + 10,000 — 20,000)

10
18,000 per annum

(a)
Depreciation Account
Dr. Cr.
Date Particulars J.F. Amount Date Particulars J.F. Amount
) )
2011 2011
Mar.31 |To Machinery A/c 18,000 Mar.31 |By Profit and Loss A/c 18,000
18,000 18,000
2012 2012
Mar.31 |To Machinery A/c 18,000 Mar.31 |By Profit and Loss A/c 18,000
18,000 18,000
2013 2013
Mar.31 |To Machinery A/c 18,000 Mar.31 |By Profit and Loss A/c 18,000
18,000 18,000
2014 2014
Mar.31 |To Machinery A/c 18,000 Mar.31 |By Profit and Loss A/c 18,000
18,000 18,000
(b)
Machinery Account
Dr. Cr.
Date Particulars J.F. Amount Date Particulars J.F. Amount
() ®
2010 2011
Apr. 01 To Bank A/c 2,00,000) Mar.31 [By Balance c/d 2,00,000
2,00,000 2,00,000
2011 2012
Apr. 01  |To Balance b/d 2,00,000) Mar.31 |By Balance c/d 2,00,000
Class-11 (Accountanc
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2,00,000 2,00,000

2012 2013
Apr. 01 To Balance b/d 2,00,000) Mar.31 |By Balance c/d 2,00,000
2,00,000 2,00,000

2013 2014
Apr. 01  |To Balance b/d 2,00,000) Mar.31 |By Balance c/d 2,00,000
2,00,000 2,00,000

Provision for Depreciation Account
Dr. Cr.
Date Particulars J.F. Amount Date Particulars J.F. Amount
®) ®

2011 2011
Mar.31  [To Balance c/d 18,000 Mar.31 |By Depreciation A/c 18,000
18,000 18,000

2011
Apr.01 |By Balance b/d 18,000

2012 2012
Mar.31  |To Balance c/d 36,0000 Mar.31 By Depreciation A/c 18,000
36,000 36,000

2012
Apr.01 |By Balance b/d 36,000

2013 2013
Mar.31 |To Balance c/d 54,000 Mar.31 By Depreciation A/c 18,000
54,000 54,000

2003
Apr.01  |By Balance b/d 54,000

2014 2014
Mar.31 |To Balance c/d 72,000 Mar.31 By Depreciation A/c 18,000
72,000 72,000
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Ans-

Class-11 (Accountancy)

Depreciation Account

Dr. Cr.
Date Particulars J.F. Am;)unt Date Particulars J.F. Am;)unt
2011 2011
Mar.31 |To Provision for Depreciation A/c 18,000 Mar.31 |By Profit and Loss A/c 18,000
18,000 18,000

2012 2012
Mar.31 |To Provision for Depreciation A/c 18,000 Mar.31 |By Profit and Loss A/c 18,000
18,000 18,000

2013 2013
Mar.31 |To Provision for Depreciation A/c 18,000 Mar.31 |By Profit and Loss A/c 18,000
18,000 18,000

2014 2014
Mar.31 |To Provision for Depreciation A/c 18,000 Mar.31 |By Profit and Loss A/c 18,000
18,000 18,000

01 STaTS, 2010 T 3reNs for. & 1,08,000 3. & #WMeT WIS vd 12,000 5. SHHT TAYAT W I FA
m%mmmwﬁ:maﬁwaﬁ%&m%ma&ﬂmﬁmﬁ?wmm
Iafdrse AT 12,000 . Ml

FF f. A A@r qradl & gy e aut w1 wefe @rar va g @ gqse g e W@l ar it
|IT AT TET &

On July 01, 2010, Ashok Ltd. Purchased a Machine for ¥ 1,08,000 and spent X 12,000 on its
installation. At the time of purchase it was estimated that the effective commercial life of the
machine will be 12 years and after 12 years its salvage value will be ¥ 12,000.

Prepare machine account and depreciation Account in the books of Ashok Ltd. For the first three
years, depreciation is written off according to the straight line method. The account is closed on
December 31st, every year.

Books of Ashok Ltd.
Machinery Account
Dr. Cr.
Date Particulars J.F. Amount Date Particulars J.F. Amount
®) ®
2010 2010

Jul.01 To Bank A/c 1,20,000 Dec.31 By Depreciation A/c 4,500
Dec.31 By Balance c/d 1,15,500
1,20,000 1,20,000




2011 2011
Jan.01 To Balance b/d 1,15,500 Dec.31 By Depreciation A/c 9,000
Dec.31 By Balance c/d 1,06,500
1,15,000 1,15,500
2012 2012
Jan.01 To Balance b/d 1,06,500 Dec.31 By Depreciation A/c 9,000
Dec.31 By Balance c/d 97,500
1,06,500 1,06,500
2013
Jan.01 To Balance b/d 97,500
Depreciation Account
Dr. Cr.
Date Particulars J.F. Amgunt Date Particulars J.F. Am;)unt
2010 2010
Dec.31 To Machinery A/c 4,500 Dec.31 By Profit and Loss A/c 4,500
4,500 4,500
2011 2011
Dec.31 To Machinery A/c 9,000 Dec.31 By Profit and Loss A/c 9,000
9,000 9,000
2012 2012
Dec.31 To Machinery A/c 9,000 Dec.31 By Profit and Loss A/c 9,000
9,000 9,000

Working Note:
Calculation of annual Depreciation

(1,08,000 + 12,000 - 12,000)
Depreciation (p.a.) =

12 years
= %9,000 per annum

Rew Affts & 01 /ey, 2011 F 56,000 T9F # wF dF3 §5 AMT @ 3 56 =0eY
3 FAYAT GX 28,000 TYX @H Rl 3FAE & B 15 W F I9ARN Sfae F I A AT

# 9T AT Fh4AT §1 SHS HATET 6,000 IGF F HGfASE Wﬁﬂ?ﬁ%ﬁvtoo Y Y AFAAT
mmﬁm%ummﬁﬁmmmmmmm f & fore el @mar
mmmmmmﬁluﬁﬂmmmaﬁﬁwmm%

Reliance Ltd. Purchased a second hand machine for ¥ 56,000 on October 01, 2011 and spent
28,000 on its overhaul and installation before putting it to operation. It is expected that the
machine can be sold for ¥ 6,000 at the end of its useful life of 15 years. Moreover an estimated
cost of ¥ 1,000 is expected to be incurred to recover the salvage value of ¥ 6,000. Prepare
machine account and Provision for depreciation account for the first three years charging
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depreciation by fixed Instalment Method. Accounts are closed on March 31, every year.

Ans-
In the Books of Reliance Ltd.
Machinery Account
Dr. Cr.
Date Particulars J.F. Amount Date Particulars J.F. Amount
®) ®)
2011 2011
Oct.01 To Bank A/c 84,000
Dec.31 By Balance c/d 84,000
84,000 84,000
2012 2012
Jan.01 To Balance b/d 84,000
Dec.31 By Balance c¢/d 84,000
84,000 84,000
2013 2013
Jan.01 To Balance b/d 84,000
Dec.31 By Balance c/d 84,000
84,000 84,000
Provision for Depreciation Account
Dr. Cr.
Date Particulars J.F. Amount Date Particulars J.F. Amount
®) ®
2011
Dec.31 By Depreciation A/c 1,316
2011
Dec.31 To Balance c¢/d 1,316
1,316 1,316
2012
Jan.01 By Balance b/d 1,316
2012 Dec.31 By Depreciation A/c 5,267
Dec.31 To Balance c¢/d 6,583
6,583 6,583
2013
Jan.01 By Balance b/d 6,583
2013 Dec.31 By Depreciation A/c 5,267
Dec.31 To Balance c¢/d 11,850
11,850 11,850
2014
Jan.01 By Balance b/d 11,850
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Working Note:
Calculation of annual depreciation

(56,000 + 28,000 — 6,000 + 1,000)

Depreciation (p.a.) =

15 years
= 5,267 per annum
4. The following balances appear in the books of Crystal Ltd, on Jan 01, 2015
£4
Machinery account on 15,00,000
Provision for depreciation account 5,50,000
On April 01, 2015 a machinery which was purchased on January 01, 2012 for ¥ 2,00,000 was
sold for ¥ 75,000. A new machine was purchased on July 01, 2015 for ¥ 6,00,000. Depreciation is
provided on machinery at 20% p.a. on Straight line method and books are closed on December
31 every year. Prepare the machinery account and provision for depreciation account for the year
ending December 31, 2015.
01 Steradl, 2015 &t freea s i qrasl & Mafaf@a av Res & §
g
#efledl @ = 15,00,000
Aeder ™ @d & fav graerer 5,50,000
01 318 2015 & T AMFN S 01 FTad 2012 F 2,00,000 T9F #F @O 7€ oY, 75,000 FT9F F I
a$ ot 01 Se$ 2015 FY 6,00,000 TUA # v 75 #AMeT @A 7§ AMerd wv 20% wfy ad A ax @
AETE Yl fHar Srar g1 €@t Y@r geufa @ Ut 9o ds Yeds a¥ 31 fGuFay # 9 i s §1 31
faHeR 2015 H WA g are a¥ & fw A @ R AeTEw @A F IEUE AR
Ans :
Machinery Account
Dr. Cr.
Date Particulars J.F. Am;)unt Date Particulars J.F. Am;)unt
2015 2015
Jan.01 | To Balance b/d 15,00,000 | Apr.0l | By Machinery Disposal A/c 2,00,000
(13,00,000 + 2,00,000)
Jul.01 | To Bank A/c 6,00,000 | Dec.31 | By Balance c/d 19,00,000
21,00,000 21,00,000
Provision for Depreciation Account
Dr. Cr.
Date Particulars J.F. Am(;unt Date Particulars J.F. Am(%unt
2015 2015
Apr.01 | To Machinery Disposal A/c 1,30,000 | Jan.01 | By Balance b/d 5,50,000
Dec.31 | To Balance c/d 7,50,000 | Apr.01 | By Depreciation A/c 10,000
Dec.31 | By Depreciation A/c
(i) 2,60,000, (ii) 60,000 3,20,000
8,80,000 8,80,000
Class-11 (Accountancy) ~—=
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Working Note:
Machine Sold on July 01, 2015

@) Years Opening Balance Depreciation Closing Balance
2012 2,00,000 - 40,000 = 1,60,000
2013 1,60,000 - 40,000 = 1,20,000
2014 1,20,000 - 40,000 = 80,000
2015 80,000 - 10,000 = 70,000
Accumulated Depreciation = 1,30,000
Value on April 01, 2015 = (70,000)
Less: Sale = 75,000
Profit on sale of Machinery 5,000
Machinery Disposal Account
Dr. Cr.
Date Particulars J.F. Am;)unt Date Particulars J.F.[Amount I
2015 2015
Apr.01 | To Machinery A/c 2,00,000 [Apr.01| By Provision for Depreciation A/c 1,30,000
To Profit and Loss A/c
Apr.01 (Profif) 5,000 |Apr.01| By Bank A/c 75,000
2,05,000 2,05,000
5. THUH. TRl FFYCH H oG JEAR F FFGed @ F 01 3% 2010 F 50,000 ¥. FT (A AW
1,20,000 ¥.) AT ¥ ¥ 01 sw-né 2010 %I 58T 2,50,000 3. 1 & AR FFgeX wlan 01 ST, 2011
I 30,000 %. ﬂ'WElﬁTWE’ﬂETI 01 3rer 2014 Fr 01 JTs, 2010mmm#maﬁ
& HROT 20,000 . & a9 AT AT 01 H9rEd, 2014 FY 80,000 F. U IBM amrqaarwa-cﬁ;rm
glieT| T FEoged T qEaS A a¥ gaArfea 31 AT, 2011, 2012, 2013, 2014 31x 2015 N FFII
grdr S8 | arrcqaww%mﬁa;#;mﬁimﬁﬁ#mmmm%
M/s. Excel Computers had a debit balance of ¥ 50,000 (original cost ¥ 1,20,000) in computers
account on April 01, 2010. On July 01, 2010 it purchased another computer costing Rs 2,50,000.
One more computer was purchased on January 01, 2011 for Rs 30,000. On April 01, 2014 the
computer which was purchased on July 01, 2010 became obsolete and was sold for Rs 20,000.
A new version of the IBM computer was purchased on August 01, 2014 for Rs 80,000. Show
Computers account in the books of Excel Computers for the years ended on March 31 2011,
2012, 2013, 2014 and 2015. The computer is depreciated @10 p.a. on a straight line method
basis.
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Ans-

In the Books of M/s Excel Computers

Computer Account
Dr. Cr.
Date Particulars J.F. Amount Date Particulars J.F. Amount
Rs Rs
2010 2011
Apr.01 | To Balance b/d (i) 50,000 | Mar.31 | By Depreciation A/c
. (i) 12,000
Jul.01 | To Bank A/c (ii) 2,50,000 (i) 18.750
2011 (iii) 750 31,500
Jan.01 | To Bank A/c (iii) 30,000 | Mar.31 | By Balance ¢/d
(1) 38,000
(i1) 2,31,250
(i) 29,250 2,98,500
3,30,000 3,30,000
2011 2012
Apr.01 | To Balance b/d 2,98,500 | Mar.31 | By Depreciation A/c
(1) 12,000
(i) 25,000
(iii) 3,000 40,000
Mar.31 | By Balance ¢/d
(i) 26,000
(i1) 2,06,250
(i) 26,250 2,58,500
2,98,500 2,98,500
2012 2013
Apr.01 | To Balance b/d 2,58,500 | Mar.31 | By Depreciation A/c
(i) 12,000
(i) 25,000
Mar.31 (i) 3,000 40,000
By Balance c/d
(i) 14,000
(i) 1,81,250
(i) 23,250 2,18,500
2,58,500 2,58,500
2013 2014
Apr.01 | To Balance b/d 2,18,500 | Mar.31 | By Depreciation A/c
(1) 12,000
(i) 25,000
(i) 3,000 40,000
Mar.31 | By Balance c/d
(i) 2,000
(i) 1,56,250
(i) 20,250 1,78,500
2,18,500 2,18,500
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2014 2014

Apr.01 | To Balance b/d 1,78,500 | Apr.01 | By Bank A/c (ii) 20,000
Apr.01 | Profit and Loss A/c (Loss) 1,36,250
2015
Aug.01| To Bank A/c (iv) 80,000 | Mar.31 | By Depreciation A/c
(i) 2,000
(iii)) 3,000
(1V) 5,333 10,333

Mar.31 | By Balance c/d

(1) 17,250
(iv) 74,667 01917
2,58,500 2,58,500

6. T TEIE FFAA A 1 ¥, 2011 F 2,00,000 9fx TF ¥ 5 TF @IS FF 20% afdw § FqA
AT O R AT § TUT AT TR Y T 31 R FY a5 e g1 1 HFCaW, 2013 F W ¢h
géamﬁwﬁm#mg’rm| aﬁmmﬁaﬁﬁwmmﬁwmooox & F1 weAa

3 A 1 HE9e ¥ 1,00,000 T, F TF I WAT TF WA TUT ITF ST W 20,000 F. AT
M| 31 mzomaﬁmaﬁ?ﬁﬂaﬁ#mmmwwwmmmml
IfE & fAUe War 9T J7 W@ @ @) ¢F @rar o a1 vl
Carriage Transport Company purchased 5 trucks at the cost of Rs 2,00,000 each on April 01,
2011. The company writes off depreciation @ 20% p.a. on original cost and closes its books on
December 31, every year. On October 01, 2013, one of the trucks was involved in an accident
and was completely destroyed. Insurance company has agreed to pay Rs 70,000 in full settlement
of the claim. On the same date the company purchased a second hand truck for Rs 1,00,000
and spent Rs 20,000 on its overhauling. Prepare truck account and provision for depreciation
account for the three years ended on December 31, 2013. Also give a truck account if the truck
disposal account is prepared.

Ans-

In the Books of Carriage Transport Company
Truck Account
Dr. Cr.
Date Particulars J.F. Amount Date Particulars J.F. Amount
Rs Rs
2011 2011
Apr.01 To Bank A/c 10,00,000 | Dec.31 | By Balance c/d 10,00,000
10,00,000 10,00,000
2012 2012
Jan.01 To Balance b/d 10,00,000 | Dec.31 | By Balance c/d 10,00,000
10,00,000 10,00,000
2013 2013
Jan.01 To Balance b/d 10,00,000 | Oct.01 | By Truck Disposal A/c 2,00,000
Oct.01 To Bank A/c 1,20,000 | Dec.31 | By Balance c/d 9,20,000
11,20,000 11,20,000
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Provision for Depreciation Account

Dr. Cr.
Date Particulars J.F. Amount Date Particulars J.F. Amount
Rs Rs
2011 2011
Dec.31 | To Balance c/d 1,50,000 [Dec.31| By Depreciation A/c 1,50,000
1,50,000 1,50,000
2012 2012
Dec.31 | To Balance c¢/d 3,50,000 [ Jan.01 | By Balance b/d 1,50,000
Dec.31| By Depreciation A/c 2,00,000
3,50,000 3,50,000
2013 2013
Oct.01 | To Truck Disposal 1,00,000 | Jan.01 | By Balance b/d 3,50,000
Oct.01 | To Balance c¢/d 4,46,000 | Oct.01 | By Depreciation A/c (9 Months) 30,000
Dec.31| By Depreciation A/c
(1,60,000 + 6,000) 1,66,000
5,46,000 5,46,000
Truck Disposal Account
Dr. Cr.
Date Particulars J.F. Amount Date Particulars J.F. Amount
Rs Rs
2013 2013
Oct.01 | To Truck A/c 2,00,000 | Oct.01 | By Provision for Depreciation A/c 1,00,000
Oct.01 | By Insurance Co. (Insurance Claim) 70,000
Oct.01 | By Profit and Loss A/c (Loss) 30,000
2,00,000 2,00,000
Working Note:
Truck involved in accident
Opening Balance Depreciation Closing Balance
Apr.01, 2011 2,00,000 - 30,000 = 1,70,000
Jan.01, 2012 1,70,000 - 40,000 = 1,30,000
Jan.01, 2013 1,30,000 - 30,000 = 1,00,000
Accumulated Depreciation = 1,00,000
Value on Oct.01, 2013 = 1,00,000
Less: Insurance Claim = 70,000
Loss on Accident 30,000
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7. On July 01, 2011 Ashwani purchased a machine for Rs 2,00,000 on credit. Installation expenses
Rs 25,000 are paid by cheque. The estimated life is 5 years and its scrap value after 5 years
will be Rs 20,000. Depreciation is to be charged on a straight line basis. Show the journal entry
for the year 2011 and prepare necessary ledger accounts for the first three years.

01 ST$ 2011 T 3regelt F 2,00,000 TIA YR AHFT Tk AMeT G| FYTYAT &4 25,000 FIA FT 3Tl
imaam%mm%lmsﬁa:rsaﬁ%aﬁrsﬁa;mmmn—azoooomml
H—qmaﬁmtﬁwa;mwmm%laﬁzoﬂ#maﬁaqﬁfkmaﬁzmmaﬁ
¥ T HETF @1 T AR HY

Ans-
Books of Ashwani
Journal
Debit Credit
Date Particulars L.F. | Amount Amount
(Rs) (Rs)
2011
JULOL | MAChINETY A/C.ueieiiieeieiieieeeiee et Dr. 2,25,000
To Creditors for Machinery A/c 2,00,000
To Bank A/c 25,000
(Machinery bought on credit and Rs 25,000 paid for installation through
cheque)
2011
Dec.31 | Depreciation A/C......cocieiirerierienieieieteieeiteeeicete et Dr. 20,500
To Machinery A/c 20,500
(Depreciation charged on Machinery)
2011
Dec.31 | Profit and LOSS A/C....uuiieeeeeeeee e Dr. 20,500
To Depreciation A/c 20,500
(Depreciation transferred to Profit and Loss Account)
2012
Dec.31 | Depreciation A/C.....oceeieeerieienieeesie ettt Dr. 41,000
To Machinery A/c 41,000
(Depreciation charged on Machinery)
2012
Dec.31 | Profit and LOSS A/C...cuueeeeeeeeeeeeeeeeeeee e Dr. 41,000
To Depreciation A/c 41,000
(Depreciation transferred to Profit and Loss Account)
2013
Dec.31 | Depreciation A/C.....oceecuieierieiesee ettt Dr. 41,000
To Machinery A/c 41,000
(Depreciation charged on Machinery)
2013
Dec.31 | Profit and LSS A/C...cuueeeeeeieceeeeeeeeeee e Dr. 41,000
To Depreciation A/c 41,000
(Depreciation transferred to Profit and Loss Account)
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Ans-

Ledger

Machinery Account
Dr. Cr.
Date Particulars J.F. Amount Date Particulars J.F. Amount
Rs Rs

2011 2011
Jul.01 | To Creditors for Machinery A/c 2,00,000 | Dec.31 | By Depreciation A/c 20,500
Jul.01 | To Bank A/c 25,000 | Dec.31 | By Balance c¢/d 2,04,500
2,25,000 2,25,000

2012 2012
Jan.01 | To Balance b/d 2,04,500 | Dec.31 | By Depreciation A/c 41,000
Dec.31 | By Balance ¢/d 1,63,500
2,04,500 2,04,500

2013 2013
Jan.01 | To Balance b/d 1,63,500 | Dec.31 | By Depreciation A/c 41,000
Dec.31 | By Balance c/d 1,22,500
1,63,500 1,63,500

Working Note:
Calculation of annual depreciation

Depreciation (p.a.)

(2,00,000 + 25,000 — 20,000)

5

Rs 41,000 per annum

agHr grdie o & 1 3regaT, 2010 &' 8,00,000 §. #F v& TF WAl W TF W 15% af¥s @ g/ AT
Y TEufy ¥ I 9T ATl 31 REFT, 2013 F W ¢F & 5,00,000 T F I AT 74T @A i@y
31m€raﬂa—dﬁn}m%lmaﬁ$mwmml

On October 01, 2010, a Truck was purchased for Rs 8,00,000 by Laxmi Transport Ltd. Depre-
ciation was provided at 15% p.a. on the diminishing balance basis on this truck. On December
31, 2013 this Truck was sold for Rs 5,00,000. Accounts are closed on 31st March every year.
Prepare a Truck Account for the four years

In the Books of Laxmi Transport Ltd.

Truck Account
Dr. Cr.
Date Particulars J.F. Amount Date Particulars J.F. Amount
Rs Rs

2010 2011
Oct.01 | To Bank A/c 8,00,000 | Mar.31 | By Depreciation A/c 60,000
Mar.31 | By Balance ¢/d 7,40,000
8,00,000 8,00,000
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2011 2012
Apr.01 | To Balance b/d 7,40,000 | Mar.31 | By Depreciation A/c 1,11,000
Mar.31 | By Balance c/d 6,29,000
7,40,000 7,40,000

2012 2013
Apr.01 | To Balance b/d 6,29,000 | Mar.31 | By Depreciation A/c 94,350
Mar.31 | By Balance ¢/d 5,34,650
6,29,000 6,29,000

2013 2013
Apr.01 | To Balance b/d 5,34,650 | Dec.31 | By Depreciation A/c (9 months) 60,148
Dec.31 | To Profit and Loss (Profit) 25,498 | Dec.31 | By Bank 5,00,000
5,60,148 5,60,148

9. &fw fd. & 01 Jems, 2011 F 3,50,000 %. F v #eflr @A 01 ¥, 2012 vF 01 ragay, 2012
F 58X FAW 1,50,000 T. F4T 1,00,000 T. # @ aﬂrmﬁﬁuﬂa’n FE 10% arfis @ deft Y@r R
¥ AT §1 01 Sead, 2013ﬁaaﬁﬁ$ﬁqmﬁ$wqgeﬁmﬁamamél sq ANT A
1,00,000 %. # ¥ AT AT FA I F HUR W YUA 4 ast F v 7NT @rar s |
Kapil Ltd. purchased machinery on July 01, 2011 for Rs 3,50,000. It purchased two additional
machines, on April 01, 2012 costing Rs 1,50,000 and on October 01, 2012 costing Rs 1,00,000.
Depreciation is provided @10% p.a. on straight line basis. On January 01, 2013, the first
machinery became useless due to technical changes. This machinery was sold for Rs 1,00,000
prepare machinery accounts for 4 years on the basis of calendar year.
Ans:
In the Books of Kapil Ltd.
Machinery Account
Dr. Cr.
Date Particulars J.F. Amount Date Particulars J.F. Amount
Rs Rs
2011 2011
Jul.01 | To Bank A/c (M-I) 3,50,000 [Dec.31| By Depreciation A/c (6 months) 17,500
Dec.31| By Balance c¢/d 3,32,500
3,50,000 3,50,000
2012 2012
Jan.01 | To Balance b/d 3,32,500 [Dec.31| By Depreciation A/c
M-I (12 months) 35,000
Apr.01| To Bank A/c (M-II) 1,50,000 M-I (9 months) 11,250
Oct.01| To Bank A/c (M-III) 1,00,000 M-III (3 months) 2,500 48,750
Dec.31| By Balance c/d
M-I 2,97,500
M-I 1,38,750
M-IIT 97,500 5,33,750
5,82,500 5,82,500
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2013 2013

Jan.01 | To Balance b/d Jan.01 | By Bank A/c (M-I) 1,00,000
M-I 2,97,500 Jan.01 | By Profit and Loss A/c (Loss) 1,97,500
M-II 1,38,750 Dec.31| By Depreciation A/c
M-III 97,500 5,33,750 M-II 15,000
M-III 10,000 25,000
Dec.31| By Balance c¢/d ]
M-I 1,23,750
M-III 87,500 2,11,250
5,33,750 5,33,750
2014 2014
Jan.01 | To Balance b/d Dec.31| By Depreciation A/c
M-I 1,23,750 M-II 15,000

M-1IT 87,500 2,11,250 M-III 10,000 25,000
Dec.31| By Balance c/d
M-II  1,08,750 1,86,250

2,11,250 M-III 77,500 2,11,250
2015
Jan.01 | To Balance b/d 1,86,250
10. ¥a*R gwae f. & 10,00,000 wfy a& & fwre @ 01 Stavadl, 2011 #t oler a@ @i 01 s, 2013
aﬁwwgﬂzﬂmaﬂ?wﬁmtwaﬂél aﬁmm:h#%vwm#m#s 7,00,000
ma&rlmw%aﬁﬁ# wﬂﬁ#mm%lzo11#2014ﬁmwmmlw
qEad gfaay 31 REFR #1 avg 1 A §
On January 01, 2011, Satkar Transport Ltd, purchased 3 buses for Rs 10,00,000 each. On July
01, 2013, one bus was involved in an accident and was completely destroyed and Rs 7,00,000
were received from the Insurance Company in full settiement. Depreciation is written off @15%
p.a. on diminishing balance method. Prepare a bus account from 2011 to 2014. Books are closed
on December 31 every year.
Ans-
In the Books of Satkar Transport Ltd.
Bus Account
Dr. Cr.
Date Particulars J.F. Amount Date Particulars J.F. Amount
Rs Rs
2011 2011
Jan.01 | To Bank A/c 30,00,000 [ Dec.31 | By Depreciation A/c 4,50,000
Dec.31| By Balance c¢/d 25,50,000
30,00,000 30,00,000
2012 2012
Jan.01 | To Balance b/d 25,50,000 | Dec.31 | By Depreciation A/c 3,82,500
Dec.31| By Balance c¢/d 21,67,500
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25,50,000 25,50,000
2013 2013
Jan.01 | To Balance b/d 21,67,500| July.01 | By Depreciation A/c (Bus 1) 54,187
July.01 gfgrgg?;l tand Loss Al 31,687 | July.01 | By Insurance Co. (Insurance claim) 7,00,000
Dec.31| By Depreciation A/c (Bus 2, 3) 2,16,750
Dec.31| By Balance c/d 12,28,250
21,99,187 21,99,187
2014 2014
Jan.01 | To Balance b/d 12,28,250 | Dec.31 | By Depreciation A/c 1,84,237
Dec.31| By Balance c/d 10,44,013
12,28,250 12,28,250
Working Notes :
Calculation of Profit or Loss on sale of Bus.
Rs.
Purchase Price 10,00,000
Less : Depreciation @15% (31-12-2011) 1,50,000
8,50,000
Less : Depreciation @15% (31-12-2012) 1,27,500
7,22,500
Less : Depreciation @15% (01-07-2013) (for 6 months 54,187
6,68,313
Less : Insurance Claim Received (01-07-2013) 7,00,000
Profit on sale of Bus. 31,687
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