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Depreciation 

 

Depreciation means a gradual and permanent decline in the value of a tangible fixed asset due 

to its use, wear and tear, obsolescence, effluxion of time, expiration of legal rights or similar 

other causes.  

 

 

 

Q. On Apr. 1, 2012, B. Sarkar& Co. bought a machine at Rs.80,000. The company had to pay 

Rs.5,000 as its installation charges. On July 1, 2012, another machine was bought at Rs. 

1,00,000. 

On June 30, 2014, the first machine was sold out for Rs.65,000, to replace a new Machine 

costingRs.1,00,000. 

Show the Machinery A/c as it would in the books of the company during all these three years 

up to Dec. 31, 2014 assuming that the books of accounts are closed Dec. 31 every year and 

Depreciation is to be written-off @ 10% p.a. on the original cost of these machines. 
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