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CHAPTER-10  DEPRECIATION AND DISPOSAL OF FIXED ASSETS.

Recording depreciation in the ledger and final accounts:
Solve the review questions from the Accounting Text book in your class work book. : 1 a, b, c, d, e, 2, 3, 4, 5, 6 & 7.
Disposal of Fixed Assets.

When a fixed asset reaches to end of its useful life, or when it is no longer needed by the business, it will be sold. It is important that sales of fixed assets are treated in the same way as sales of stock in trade.
·  When fixed assets are purchased this is known as a capital expenditure and recorded in a fixed asset account.

· When fixed assets are sold this known as a capital receipt and the transaction is recorded in a special account, a disposal of fixed asset account.

The entries for disposal of a fixed asset may be summarized as-

JOURNAL ENTRIES

	DATE
	PARTICULARS
	DEBIT

$
	CREDIT

$

	(a)


	Disposal of fixed asset a/c Dr

 Fixed Asset a/c                 Cr

(On the date of sale, with the cost price of the asset being sold.)
	xxxx
	xxxx

	(b)
	Provision for Depreciation a/c                                      Dr

 Disposal of fixed asset a/cCr

(On the date of sale, with the depreciation already charged on the asset being sold.)
	xxxx
	xxxx

	(c )
	Cash book/Debtor            Dr

Disposal of Fixed 

Asset a/c                          Cr.                          

(On the date of sale, with the proceeds)
	xxxx
	xxxx

	(d)
	Profit and Loss A/c          Dr.

Disposal of Fixed 

Asset a/c                          Cr.

( At the end of the financial year, with any loss on sale)
	xxxx
	Xxxx

	(e)
	Disposal of Fixed Asset Account                           Dr.

Profit and Loss a/c.          Cr.

(At the end of the financial year, with any profit on sale)
	xxxx
	xxxx


Simple Five steps for recording Disposal of Fixed Asset:
	1. DEPRECIATION.



	2. TRANSFER TO DISPOSAL ACCOUNT


	3. RECEIVED CASH/CHEQUE ON SALE.





	4. PROFIT/LOSS ON SALE



	5. CLOSED




LEDGER ENTRIES:

                                             FIXED ASSET A/C
	DATE
	DETAILS


	AMOUNT
	DATE
	DETAILS
	AMOUNT

	xxx


	BANK(on purchase)


	xxxx


	xxx


	DISPOSAL OF FIXED ASSET(on sale of asset)


	xxxx



	
	
	
	
	
	

	
	
	
	
	
	


                    PROVISION OF DEPN. OF FIXED ASSET
	DATE
	DETAILS


	AMOUNT
	DATE
	DETAILS
	AMOUNT

	xxx


	BALANCE C/d


	xxx


	xxx

xxx

xxxx
	BALANCE B/d

PROFIT AND LOSS A/C(providing depn.)

BALANCE B/d
	xxx

xxx



	
	
	
	
	
	

	
	
	
	
	
	xxxx



DISPOSAL OF FIXED ASSET A/C
	DATE
	DETAILS


	AMOUNT
	DATE
	DETAILS
	AMOUNT

	xxx

xxx


	FIXED ASSET(cost price)

PROFIT AND LOSS( profit on sale)


	xxxx

xxxx
	xxx

xxx

xxx
	PROV. FOR DEPN. (total depn )

CASH/BANK(sale proceed)

PROFIT AND LOSS( loss on sale)


	xxx

xxx

xxx

	
	
	xxxx
	
	
	xxxx


Refer page no. 113 for example problem.
 Solve the review question 8, 9 & 10.
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