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ISLoc
lllustration 1: Jain Bros. acquired a machine on 1st July, 2021 at a cost of Rs. 14,00,000 and spent Rs.

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 31st December every year.
7

Required: Show the Machinery Account and Depreciation Account for the year 2021 and 2022.
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lllustration 8: On April 1, 2019 Shubra Ltd. purchased a machinery for Rs. 12,00,000. On Oct 1, 2021, a
part of the machinery purchased on April 1, 2019 for Rs. 80,000 was sold for Rs. 45,000 and a new
machinery at a cost of Rs. 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.

Required: Show the necessary ledger accounts for the years ended 31st March, 2020 to 2022 assuming
that

a) ‘Provision for Depreciation Account’ is not maintained /
rovision for Depreciation Account is maintained

e




a] Prov. Lor QeP___/*lc % not maintained..

Maoh'unevazi‘r C
Dr, Gr.
Date | Yot z Dale Part 3
019 2020
A)Prl To Bank Alc Morai | By DeP A
M1 — 1120000 M) - 112000
ML - 0000 ||200000 Ma: 8000 120000
Mar31 | By bal ¢ld
Mi - 1008000
M2- 2000 10.80000
1200000 1200000
2020 2o
Apr To bal bld Ma3s | By DCP
Mi - 10.08.000 M, - '|008&00
Ma-  T2.000 |I0.80000 M2 - 71200 [10%000
Mor 2} BY bal cld
M - 907200
Ma- Gtaﬁo 972000
1080000 (0.80000
202) — | 20u
Apn | To bal. bld Oct1 | By Oep (Ma) | 3240
My- Q01200 L 64800 x10/100% $l12)
Mr-  (b4800 |[972000 By Bank 43000
’ Bylosswm}\c Cwad) | 16560
Ot | To Bonk [M2) 153000




Dvr.
Date | Yart z Dite Part 3
2020 2020

Mard To Mach. A‘lc 120,000 | Mar3l BY PXL ﬂic D.tl__DDO

201) Lol
P’Iam To Mach A‘,’c, ng_EJ:OO Ma 3! BY PgL A—lc |O__§_OOD

Qo))
Oct! | To Mach Mc [M2) D240

A0 202L
Mx3l | To Mach Alc Mor3 BY PEL Alc |IDIB6D
My- 90720
M3- T900 [ 96620

lolgbo 101360

I G'la‘?n lLoss on Jole ol Mach.

Book value as on |+ oif, 1 - 61360
L 64300 -324p]

Sale value - Y4Soo0o
Loss 16S60




b) Prov. &oﬂe

Pﬂc 15 N‘

aintained..

Machinery Al¢ —= Qrignal Cost
Dv. fd_ Cr.
Dyte | Park z Dite Part )
J0l4 010
Apr To Bank A’\c, Mar 3) &Y bal cld.
™M) - (120000 M) - 1120000
Mx- 80000 |1200.000 M- 80000  |[2op000
Aolo 02|
Apr To lel bld Mar3) | By bal cld
Mi- 1120000 M) - 1120000
Mi- 20000 1200000 Ma- o000 |1200000
021 - 202 3 |
n | 1o bal bld octt | By prov Jor Ve 8440
P(P M) — |1,20,000 jP l’fm)P
M1 — 80,000 |]2.00000 83 Bonk L5000
BY Loss on2ale | 16560
Oct1 | To Bank(Ma) | 158000 | 2011
Mard) | By bal ¢l
™M, - (120000
M2-  |1€8000 ||2778D009
1362000 1358000




Dr. Gr
Dite | Yot z Date Part 3
2020 2020
» | To \”OV[.JLOYDG , ar3) B\/ PQL ¢ 120000
r/l M, fPIH.O ‘D r’] Ai
My~  &ooo 120,000
A0
Mai3l | TO P\’U\I LDY DeP. 202!
M1 (D00 Mor 3 Bj paL M« 08000
[ II.QO,ooo-Inooo] x 10
|00
Ma. - 7200 | |D&DOD
[60.000 -Soooj % 10
o0 | -
2021
oct! | To prov. §or Oep 3240
l%o.ooo-l IDD]x‘_nglfi 022 5
2022 > 13) Pg)_ ¢ 101860
Fors To va, Lov Dels 'V‘ j Ai
M1' - “4ea120' ~
[ID.0,00D 'll%oc] x 10
100
My - T900 | 98620
El5&000Xﬁ x.ﬁ_ ] -
Joo |2 l%&o

10l860




Prov. Lor;_DeP Al

1 Jo Mach. Bustness me fian,

uska total DeP.

Dr. r» G
Dste | Park z Daife Part 3
2020
Ao2D I"larS\ Bj OBP
qa.zx To bal ¢cld My - '112000
M - 112000 M2- &oo0o []20000
M1-  Ro00 120,000 —
o | By bal bld
r 0
Pr|0 MPTH— 112.000
My- 800D | |20000
302 | To bal clad 200)
Mard) | My = (212800 Mar3) B e
M2- 15200 | 228000 00800
m— J200 ' | IDBo0D
’2);4000 228000
021
P(':n H ba\bld
MY, 212800
Ma- 15200 | 228000
902)
0ct1| To Mach e | 18440 | Octi | By Del) (M) | 340
2012
022 Mard | By Dep
Mot | To bal cld M - Qoo
M1 - 3035w0 M3 - 7960 | 98620
M3 - 1400 3llyxo

I




Machine Di’sPosa\ A|c
J
To Show Sale OL Moohlncrj in 9 Se,)ara’rc A{c

Tt
) I
3k Prov. |o De QL Prov.l)or
IS n}fr_ ainddned. DBF ic maittained.
— Book value OL l"]ach Sold —7 Oriqu\ st o] Mach Sold

i5 H& me, Mach. Alc

5 H:kme Mach Al 1o
to 0 "Mach. Dipos A Moch

isposal Mc

= Ace. Mach Sold is t|
LYO\T\ ;'l:c %:') A o VIOLh.Dl'SLP Mc



lllustration 9: A firm purchased second hand machinery on 1st January, 2019 for Rs. 3,00,000, subsequent
to which Rs. 60,000 and Rs. 40,000 were spent on its repairs and installation, respectively. On 1st July,
2020 another machinery was purchased for Rs. 2,60,000. On Ist July, 2021, the first machinery having
become outdated was auctioned for Rs. 3.20.000 and on the same date, another machinery was purchased

for Rs. 2,50,000.

On Tst July, 2022, the second machinery was also sold off and it fetched Rs. 2,30,000.

Depreciation was provided on machinery @ 10% on the original cost annually on 31st December, under
the straight line method.

Required: Prepare the following accounts in the books of the company: (a) Machinery Account for the
years ending Dec. 31, 2019 to 2022 and (b) Machinery Disposal Account.
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Question 2: The Machinery Account of a Factory showed a balance of Rs. 19,00,000 on 1st January, 2022.
Its accounts were made up on 31st December each year and depreciation is written off at 10% p.a. under

the Diminishing Balance Method. iegq 10

On 1Ist June 2022, a new machinery was acquired at a cost of Rs. 2,80,000 and installation charges incurred
in erecting the machine works out to Rs. 8,920 on the same date. On Ist June, 2022 a machine which
had cost Rs. 4,37,400 on 1st January 2020 was sold for Rs. 75,000. Another machine which had cost Rs.
4,37,000 on 1st January, 2021 was scrapped on the same date and it realised nothing.

Nt
Write a machinery account for the year 2022, allowing the same rate of depreciation as in the past,

calculating depreciation to the nearest multiple of a Rupee.
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Question - PYQ JUNE 2023: The following balances appear in the books of Dheeraj Enterprises:

O.C.

Particulars

Machinery account as on 01.04.2021

L 1 Amt.
&Iim:__l 12,00,000 P

Provision for depreciation account as on 01.04.2021 4,65,000

V|

On 1st October, 2021 the Machinery which was purchased on 1st April, 2018 for Rs. 2,00,000 was sold

< for Rs. 1,10,000 and on the same date another Machinery was purchased for Rs. 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.
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Question - PYQ NOV 2022: A purchased a machinery for/Rs. 1,30,000 on 1st April, 2019 and paid Rs.
20,000 for freight & installation charges. On 1st October, 2021 another machine was purchased for 50,000
and sold old machinery for Rs. 1,00,000. The machine purchased on 1st October, 2021 was installed on

Ist January, 2022,

Under existing practice, the company is charging depreciation @ 20% p.a, on the original cost. However,

from 1Ist April, 2021 it decided to adopt WDV method and charge depreciation @15% p.a. You are
required to prepare Machinery Account from 1st April, 2019 to 31st March, 2022.
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lllustration 11: A Machine costing Rs. 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. g Y‘e_qrb

DeP pa. - 600000 % 60.000

(k)

Go.ooo x3:= T180.000

DeP {ov 3 years

n

600,000 - 130000

INOV ot end OL And \ieor
= TY20,000

ﬂs Pcr r:)m\ﬁous eofimale chqa’m‘irﬂ ua{ul Ich,: ‘J\’ears
R viged ot ot = S\Ic,ur.s
DeP ‘;0)’ th jcar = L"lOS_OOO = 84000

e

Question 3: The LG Transport company purchased 10 trucks at Rs. 45,00,000 each on 1st April 2019. On

October 1st, 2021, one of the trucks is involved in an accident and is completely destroyed and Rs.
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 Rs. 50,00,000. The company write off 20% on the original cost per
annum. The company observe the calendar year as its financial year. Give Motor Truck A/c for 2 years

ended 31# Dec, 2022. /‘l""'s'lll,’l’ I|+]22 - 3.“1'1}_

WNI Truck [ 1] Truck ()

1.U.2019 4%00.000 4,05,00000
0 615000 6015.000
Wov- 31122019 3825000 3.4u,25,000
Dep 1020] 900000 800000

WOV- 31112020 Q925000 Q, 63,325,000

(B W |



otor TruckR Alc
Dr '\1 - AI Cr.
Date Park Z Date Part 1
201) 202)
Jinl | To bal bld Oct1 Bﬂ Dep (T 675000
Ti - 3925000 [qsoo,ooo x20 xﬁ.]
Th- Q6325000 (99250000 oo 12
63 Bank Alc | 3100000
ot | To qain USnooD
= ‘lo§oo*O° Dec3| gH DBEE)
3923000-675000] T2 - 8l0ooo0
T»- 850000 R%50,000
Ot |To Bank(73) |S000000 [ 5000000 *%’:o"%:‘
b:j bal cld.
To_ - 1,82,25000
| T8 - Y1%0000 |2297S000




e > TFair Morket Value

Machine- ¥10.00,000
31jajau Tst time Revaluation.

I - quard Revaluation
FMN- Z1200.000

\Tourznal Moo\ﬁne A\c Dr. 200,000
To Reva udton Reserve 00,000
L unrealised ain

Zad Time Keval_i_ahon.

3 |as Book value - ¥800,000 -

1 S
a) fMv-2400000  b) FMV- #100000 ¢] FMV- 2300000
Mach Or fp0.000 Rev. Res Or. 100,000 Rev Res Or. J00000
To Rev.Res 100000 :  To Mach 100.000 - PEL Al Or. 160 00D

To I”[ach 300000




P 1t Time Reva_’\_uahon.
L — Downw_g_rd Revaluah'on/

3||e,|a.q ["]achn’ne— Z10,00.00D
FMv -  E800.000
Joumsl - P&L Ale Dr Q000007

To V‘aoh, 00,000
51[3]15 Znd Fnrlc Rcv_gluahon

BooR value- 600,000

[ gl‘ —

a) FMu- 2500000 . ] FMV- 2900000
. b) FMV- 2100000
P&L Alc Dr. 100000 :Mach Or. 200,000
To Mach. (00.000 . Mach.Or 100000 | To PSL Afc doo.0o
= To P8L Al 100000 | Togev, Res. 100000
N/ v

LOSS Re;ovcfj G‘g‘_n
G’|Q'\n - Revalustion Res. - Cr. |~ In cose anitem o] PPE
loss — PRL Ac O 15 stevalued , whole clossoL
Qudh PPE 4o which ﬁ%e‘l’
Gam J - Rev. Res. Dr. belonﬂa ghould be

Loss f\ecovetj‘ P&L lﬂc CV‘, Hevalued .




Question 5: Amazing group had Property, Plant & Equipment (PP&E) with a book value of Rs. 35,00,000
on 31st December, 2022. The balance in Revaluation Surplus on that date was Rs. 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) Rs. 37,00,000 (b) Rs. 33,00,000 and (c) Rs. 31,00,000. Also, give the journal
entries.

Q) FMv- ¥3700.000

PPE Ac Or. 200.000
To Rev. Kcs. AMc 200.000

b] FMV- ¥3300000

Rev. Res. alc Or 200,000
To PPEA" 2.00.000

C] FMV- %3100.000
Rev. Res Al Or. 300000

PEL Mc¢ Dr 100000 - Loss
To PPE A-‘c LU4o0,000



— DiLLcrcn‘t l"]anods ok DGP

3. achine four Method
Moo s

M1 My
Cost 100,000 00000
USL¥u| Iile, SYear.s 8160'5
i]s per SLI"I.DeF - Jdoooo 20,000
But, Dur‘u’r:j |54 \Ieov 000 ﬁra 600 hrs,
Benc’)it T BeneLi\ZJ/
Total Mach. hows 5000 hrs 5000 hrs
\I_J—S_{r‘u’l |il¢.
DeP - 100000 1000 190.000 600
5000 5000
= £30.000 712000

DeP

De r€C|\Gbl€ VOIUC OCh- ours ber year
FTo*a\ Moch ﬁours X N] 'l P J




lllustration 4: A machine was purchased for Rs. 30,00,000 having an estimated total working gf 24,000>
hours. The scrap value is expected to be Rs. 2,00,000 and anticipated pattern of distribution o e

hours is as follows: &

Year 800000 x3000
1 -3 3,000 hours per year & ——
4-6 2,600 hours per year \"ro 90

7 -10 1,800 hours per year

Required: Determine Annual Depreciation under Machine Hour Rate Method.

Jeor DePreci_o#on

l -3 2800.000 X 9000 - 3350.000 per \fear
24000
4-6 A300.000 , 2600 = 330333 per year
24000
1-10 2900000 x 1300 = ¥210000 per jear
24000

4. Produckon_unit Method

M Mo
Cost 100.000 )90000 100.000
Salvaﬁe Value 0,000 10.000
ToTa\ Prod. units 10,000 / 10,000
1qt ear 2000 units 3000 units

Q_BP pa. = 90.000 2000 qoo00 3000
- 10.000 l0.000



= <18000 = 331000

DCP = OGP(CCiGb\C value X (PrOdUL‘hOf\ dum}j
Tokol Pmd, units the jcar'

lllustration 5: A machine is purchased for Rs. 20,00,000. lts estimated useful life is 10 years with a residual
value of Rs. 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:
1800009  10.000

Year Production

13 20.000 ynits per year 150000
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 DePr@h"on
-2 1800000 y 10000 = <0000 per year
.50000
Y-} 300000 % 159000 = Boo0o l)cr Jcor
150.000
3-10 1400000 X 10,000 = 2120000 Pcr jeav

IS0.000




b. DePlehon l‘(le%o
Ly Extracton Qk Natural Resourcen.

O
“HCF _Ltd Estimale
COAL ¢

Soogonnc
J

Lease. - £10.00.000
qssct

dst deqr - |500 donne = 1000000 y 1500
5000

= 300000

— DePlehon is the alocaton OL Cost OL extraction
}) Natural Resources .

lllustration 6: M/s Surya & Co. took lease of a quarry on 1-1-2019 for Rs. 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 ?ollownng table:

Year Quantity of Mineral extrayed
2019 2,000 tonnes

2020 10,000 tonnes )
2021 15,000 tonnes

Required: Show the Quarry Lease Account and Depreciation Account for each year from 2019 to 2021.
4
S

2019 - iiha- 3i|inla
2014-20 - |‘q|1q— 3»\3[10



Jear Delo.
2019 10000000 x 2000 = ¥1D00Q0
00000
1020 100.00.000 y 10.000 = 500.000
100,000
201 10000000 y 15000: 750,000
100,000
uarry Lease Alc
Oote Part b Date Port T
20\ a0q
Toni [ To Bank Alc  [100.00000| Decd BH DeP 100,000
_ by bal'cld {90000
J0L0 —
Jnt | To bal bld G400 000|
De DreciaHon A1c
Oote Part b Date Port T
4019 2019
Dt | To Quary Lease 1100000 | Deczr | By P8L Al |looooD




6. Sum OIS \ears o& i)?j’\t Method.

Ea- Machine - 7100000 DeP. value - 390000
esfdual value - Z10,000 ~
Usefu\ liLe -5 Jeors

Sgar No.o \ears ol DePt‘eclaWorL
Rerzommj Lnle.

1 5 O Q0000 % 5li5 = 30000

2 4 Q0000 x Y51s = Qupoo

) 5 g Rcﬁ_l'o qoooox 3)1s = 13000

Y 2 90000 %2115 = 12000

5

1 J Qoooox 'is - 6000
15

DeP pa - DePrcciab\e value x m:ﬁili
Sum oL Yeors

— ﬂcce\el’a’red I\’lclrhod OL DCP,



Sum OL qu" = ﬂxn-l-l lOXU

Sa Cost oL Assel = T loooo
use u| I. P ears) 180000

Kesfdua\ ualuc = 220

DeP Lor Lin year 7/
DeP— 130000 X 1

55
= 722909
Heovs No.ol fern.
1 o] | = WOV at the bea. Oli 44 year
L .
3 ) = Cost - DeP 'oL 3 Jeors
y 7
6 = 00,000 [l%o 000x%\0 4 |80000x 3. +|8ooom8}
5 55 55 55
Y 00000 — [l%meIOHHQ)]
9 55
2
10 1 - d0000q - [ /20000 X 2_1]
. 55
55 Z111636
nxCn+')
) N
Y

I0x 1l - 55
PA



lllustration 3: M/s Akash & Co. purchased a machine for Rs. 10,00,000. Estimated useful\life and scrap

value were 10 years and Rs. 1,20,000 respectively. The machine was put to use on 1.1.20,17/

-

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

years digits method.

WN op bal. oL Mach as on 112022

op. bal”

l—cost - DeP

WOV as on |122- Orij. st - Def oL loerS\lears

= 1000.000- | 880.000 x40

: 3360.000-

DeP Lor 2022 -

Ma__(l\_’). A‘c

55

%

Q30000x5. - ZB0000

Date]  Part T Dale Part S

2011 2020

o) | To bal bld 360000 (Dec3l | By Qe 80000
— by bal <ld 260000




36 36
Question - PYQ Sep 2025: l,\l.Lo . " \Ilﬂ IOQ oo.D ’(8
A —

The following are the details of machineries held by the firm: P——— 6

Machine Purchase Date Purchase value Useful life Scrap Value

Ml 01/04/2020 | #/ | 11,00,000 8 years 20,000

M2 01/04/2022 9,40,000 8 years 40,000

M3 W ( 01/04/2024 8,10,000 5 years -

\—/

The firm uses ‘sum of years’ digit’ method for charging depreciation and maintains a separate account for
it.

On 1¢t April 2024, the M1 machine has become obsolete and has been sold for Rs. 1,34,000. On the same
date the estimated useful remaining life of M2 machine is reassessed at 3 years with Rs. 10,000 as scrap

value.
You are required to prepare Machinery A/c, Provision for Dep A/c and Machine Disposal A/c for the year
ending 31 March, 2024 and 31¢ March, 2025. s

e

NI

= M Prov Lor De.l)

1Yo 1100000

DcP 10,80000x 3 d40,000
26

Mo Prov Lor Def

De‘).lon 10.20000x) 10000
36

&+1+6
M1 | Ma

DeP Lrom l[u)’w—an,apa 1080000 x[%}é]_[%q]

= 3630000

Dep [rom 1]ul1-3i|3)23 900000 x B
P Lo ,uln \‘3)2 =

* 00000



N&ac@e A-Ic

Dr Cr.
Date Part Z Date Part 1
2003 dody
A}n\ To bal bld Mar 2 J bal clg
M - llooooo - 100000
M2 940000 (2040000 Ma 940000 | 2040000
202Y b ; 201y 8
Abrl | lo Dal bl Abr | och Dio /00000
F Mi- 1100.000 F le P
Mi1- quo.000 |2o4oooO
PLYLS
A’Pv\ To Bank 210,000 e By balcld
Ml - 440000

Ma- 310000 |I1730000

f




Prov Lorzf_)elb /’rlc

Dr Cr.
Date Part Z Date Part 1
2023
A—Prl BY b&‘f bld
M- 630,000
M2 200000 |8&30000
2014 | To bal cld o2y
M3 |M1- T%0.000 Mpra 63 De
M1- 315000 |15S000 M~ 156000
ElQSO,ODOﬁsB"]
M2 - 175000 328000
— L dooooox7I3¢) ___
2014 202Y
APH To Mach DisP 130.000 pr\)r\ Bj bal bld
M1 -  T1R0000
M- 215000 | (155000
2023 O
2028 arh | B e
f’ln’&l To bal OId Vl j P
My~ 652500 M1- - 971900
M3 - 270000 | 922500 Ma - 270000 [547500

[810.000x3s]




Machine _ DfsP 053l A

Dr Cr.
Date Parkt Z Date Part I
201y A02Y 8 %
n | To r']ooh'm. llogooo ') rov.|or Dep | 780000
i 1 | By proviorDep
B\‘ Bonk 134000
BY Lass on ssle |18 600D
1100000 lipg 000
N2 Loss on Sale
BV ac on s Abr2yY- (100000 -120.000
= 320.000
Sale value = 134000
Loss on 3a|e 186000
¥*
wes  Bu oL M2 ason |4u- Q.Lgo.goo ~20Q000- 18000
e 05
= 565000
ScroP Value = 0000
eP valuc > I6%93000

Us«L ul hl ~ 3 Jearb
Dep.ry.1s) RS3000 X 2 - 2‘1’]800
3+2+|




