

Test- Depreciation
Name :_______________________________

1. Depreciation is a decrease in the book value of fixed asset due to:
a) Use or effluxion of time	
b) Obsolescence 
c) Expiration of legal rights			
d) All of the above

2. Depreciation is a ______________ decrease in the book value of an asset. 
a) permanent 		b) continuous 
c) both a & b above	d) none of the above

3. _____________ refers to the economic deterioration by the expiration of intangible assets.
a) depletion		b) amortization
c) obsolescence	d) any of the above

4. the amount of depreciation is usually based on :
a) current market value of an asset		
b) historical cost
c) replacement cost				
d) expected discounted cash inflow

5. which of the following is a method of recording depreciation
a) SLM				b) Annuity 
c) Sum of Digit method	d) charging to asset a/c method

6. a machine is purchased for Rs.500000. expenses incurred on its cartage and installation Rs.100000. what will be the amount of depreciation @10% p.a. according to SLM for the first year ending on 31.3.2010 if the machine is purchased on 1.10.2009?
a) 50000		b) 60000		
c) 25000		d) 30000

7. Date of purchase - 1.7.2009
Purchase price of machine - Rs.140000
Installation charges - Rs.60000 
Residual value - Rs.81920
Accounting year  - financial year
Date when machine was put to use – 1.10.2009
The depreciation under SLM for the year 2009-10 Rs.14760
The useful life of the machine is:
a)  6 years		b) 5 years		
c) 4 years		d) 3 years

8.Depreciation is related to :
a) current assets	b) intangible assets	
c) fixed assets		d) investments

9. Original cost = Rs 1,26,000. Salvage value = 6,000. Useful Life = 6 years. Annual
depreciation under SLM will be
a) Rs.21,000		b) Rs.20,000		
c) Rs.15,000		d) Rs.14,000

10. H Ltd. purchased a machinery on April 01, 2000 for Rs.3,00,000. It is estimated that the machinery will have a useful life of 5 years after which it will have no salvage value. If the company follows sum-of-the-years’-digits method of depreciation, the amount of depreciation charged during the year 2004-05 was
a) Rs.1,00,000		b) Rs.80,000		
c) Rs.60,000		d) Rs.20,000.

11. Amit Ltd. purchased a machine on 01.01.2003 for Rs 1,20,000. Installation expenses were Rs 10,000. Residual value after 5 years Rs 5,000. On 01.07.2003, expenses for repairs were incurred to the extent of Rs 2,000. Depreciation is provided under straight line method. Depreciation rate is 10%. Annual Depreciation will be
a) Rs.13,000		b) Rs.17,000		
c) Rs.21,000		d) Rs.25,000

12. In the books of D Ltd. the machinery account shows a debit balance of Rs.60,000 as on April 1,2003.The machinery was sold on September 30, 2004 for Rs.30,000. The company charges depreciation @ 20% p.a. on diminishing balance method. Profit / Loss on sale will be
a) 13,200 Profit	b) 13,200 loss		
c) 6,800 profit		d) 6,800 loss

13. Depreciation arises because of
a) Fall in the market value of the asset.	
b) Fall in the value of money.
c) Physical wear and tear of the asset.	
d) None of the three.

14. Change in the method of depreciation is change in ________ .
a) Accounting estimate.     
b) Accounting policy.
c) Measurement discipline.			
d) None of the above.
15. A machine purchased on 1st January 2003 at Rs.15,00,000, having useful life of 15years was depreciated on straight line basis. On 1st January 2006, the same machine was revalued upward by Rs.3 lacs. The amount of depreciation for the year 2006 will be
a) Rs.1,25,000.		b) Rs.1,00,000.	
c) Rs.1,20,000.		d) Rs.1,50,000.

16. A machine purchased on 1.4.2003 for Rs.10,00,000 was depreciated on straight line basis over its useful life of 10 years. On 1.4.2005, it was found that machine is in a good condition and will be used in the production for another 10 years. The amount of depreciation for the year ending 31.3.2006 will be
a) Rs.1,00,000.		b) Rs.80,000.		
c) Rs.83,333.		d) Rs.66,667.

17. In which of the following method of depreciation book value of an asset never becomes zero?
a) SLM			b) WDV		
c) both a & b		d) none of the above

18. when depreciation is recorded by charging to provision for Depreciation a/c, the asset appears :
a) at original cost				
b) at original cost less depreciation
c) at market price				
d) at replacement cost

19. the suitable method for depreciation leases is:
a) SLM			b) WDV		
c) Depletion		d) Annuity

20. ABC ltd. Purchased a second hand machine on 1st july 2007 for Rs.720000 and spent Rs.50000 on its repairs. Depreciation is to be provided @10% p.a. according to SLM. This machine is sold for Rs.550000on 30.9.2009. Accounting year is financial year. What is the profit or loss on sale of machine?
a) Rs.66000		b) Rs.46750		
c) Rs.27500		d)Rs.(11000)




Answer sheet
1. О	О	О 	О
2. О	О	О	О
3. О	О	О	О
4. О	О	О	О
5. О	О	О	О
6. О	О	О	О
7. О	О	О	О
8. О	О	О	О
9. О	О	О	О
10. О	О	О	О
11. О	О	О	О
12. О	О	О	О
13. О	О	О	О
14. О	О	О	О
15. О	О	О	О
16. О	О	О	О
17. О	О	О	О
18. О	О	О	О
19. О	О	О	О
20. О	О	О	О
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