
   Class Notes 
Class: XI 

 

Topic: DEPRECIATION,PROVISIONS AND RESERVES 

Subject: ACCOUNTANCY 

 

 

SOLVE THE FOLLOWING PROBLEMS; 

Q.1The original cost of the asset is Rs 2,50,000. The freight and installation charges amounted to Rs.25,000. 

 

   The useful life of the asset is 10 years and net residual value is estimated to be Rs. 50,000.Calculate the  

Amount of depreciation to be charged every year under straight line method for the year ended 31st Dec.2016 

In each of the following conditions. 

(i) When the asset has been purchased on 1st January, 2016. 

(ii) When the asset has been purchased on 1st April, 2016.  

                                                                                                                               Ans. (i) Rs. 22,500;(ii) Rs. 16,875 

 

Q.2 Original cost of an asset is Rs. 2,00,000 and depreciation is charged at written down value .Calculate the  

  

amount of depreciation for the next 4 years, if the year ending is 31st December in each of the following  

Conditions- 

(i)The rate of depreciation is 10% per annum and the asset was purchased on 1st January. 

(ii)The rate of depreciation is10% per annum and the asset was purchased on 1st April. 

(iii)The rate of depreciation is 10% and the asset was purchased on 1st October. 

                    

Ans.           (i) Depreciation-1st year-Rs. 20,000;2nd year –Rs. 18,000;3rd year-Rs. 16,200;4TH year-Rs. 14,580 

         

                  (ii)Depreciation-1st year-Rs. 15,000;2nd year –Rs. 18,500;3rd year-Rs 16,650;4TH year-Rs. 14,985 

(iii)Depreciation-1st year-Rs. 20,000;2nd year –Rs. 18,000;3rd year-Rs 16,200;4TH year-Rs. 14,580 

 

Q.3 On 1st July,2005 G Ltd. purchased a plant for Rs. 1,50,000 and paid Rs. 10,000  

  

as freight on its carriage. Depreciation was provided at 10%  p.a , by the written down 

value method on this plant. On 1st Oct.,2008, this plant  was sold for Rs. 80,000. 

Prepare Plant Account for 4 years, assuming that the books are closed on 31st March 

every year. 

 

                                                                                                                                      Ans.-Loss on sale –Rs. 33,886  

Q.4 On 1st July,2014, Z Ltd. purchased machinery for Rs.1,08,000 and spent Rs.12,000 on its installation. 

 

At the time of purchase, it was estimated that the effective life of the machine will be 12 years and after 12  

Years it’s salvage value will be Rs. 12,000. 

Pass necessary journal entries in the books of Z Ltd for the first three years. 



  The accounts are closed on 31st December every year.                                               

Its depreciation is written –off according to straight line method. 

  

  

Q.5 On 1st January,2013 A Ltd. Company purchased machinery for Rs. 20,00,000.Depreciation is provided

  

@15% per annum on diminishing balance method. On 1st March,2015 ¼ of machinery was damaged by fire 

and Rs. 40,000 were received from the Insurance company in full settlement. On 1st September, 2015 another 

machinery was purchased by the company for Rs. 15,00,000. 

Write up the machinery account for years ending 2015 & 2016. 

 

Books are closed on 31st December every year. 

                                                                                  Ans.--Depreciation  2015–Rs. 2,37,562; 2016-Rs. 3,51,928 

 

Q.6 In Mr. Hello’s ledger, the written down value of a machine as on 1st April,2015 is Rs. 70,000.The rate of  

Depreciation is 15% per annum as per the written down value method. The machine is under an annual  

repairs and maintenance contract with Mr. Sam who charge Rs. 1,250 per quarter. A new machine was  

Bought and the cheque issued for Rs 97,500 and paid cash Rs 2,500 for its immediate erection and  

subsequent use on 1st July,2015. 

Show the machinery account, as it would appear in the ledger for the year ended 31st March,2016. 

                                                                                                                 Ans.-Depreciation Rs. 21,750(10,500+11,250) 

 

Q.7 Reliance Ltd. Purchased a second hand machine for Rs. 56,000 on 1st October,2014 and spent Rs. 28,000 

On its overhauling and installation before putting it to operation. It is expected that the machine can be sold   

 for Rs. 6,000 at the end of its useful life of 15 years. Moreover, an estimated  cost of Rs. 1,000 is  

expected to be incurred to recover the salvage value of Rs. 6,000.Prepare machine account and provision for 

depreciation account for the first three years charging depreciation by fixed installment method. Accounts are 

closed on 31st December ,every year. 

                                                                    Ans.-Balance of Machinery Account-Rs 84,000(in all the three years) 

                                                                          Balance of Provision for Depreciation Account-             

                                                                                                                   1st year-Rs. 1,317 

                                                                                                                   2nd year-Rs. 6,584 

                                                                                                                   3rd year-Rs. 11,851 

 

 

 

                                                     Content is absolutely prepared at home -MKR 



 


