
Depreciation: questions

1 A business has purchased a plane for £1,250,000. It expects to use the plane for

10 years at the end of which it will be sold for an estimated £350,000. If the 

business depreciates its planes using the straight line method, what will be the

annual depreciation charge? £

2 At the start of a business' accounting year, the business purchased a machine for

£800,000 plus VAT. The machine has a useful life of 6 years and a residual value of

£50,000. The business uses the straight-line method to depreciate its machinery.

Complete the table below and calculate the depreciation charges, the accumulated

depreciation and the carrying value of the asset at the end of each of its first three years.

Year Depreciation Accumulated Carrying 

charge £ depreciation £ value £

1

2

3

3 A business has the policy of depreciating its computer equipment at a rate of 1/3rd per

annum using the straight-line method.

It has purchased a computer costing £4,200 and the business believes it will have no

value at the end of its useful life.

Calculate the annual depreciation charge for the computer £



4 A VAT registered business purchased a photocopier for £4,960 plus VAT, at the start of the 

fourth month of its accounting year. The photocopier has an expected useful life of 6 years at

the end of which it will be worth an estimated £1000.

The business has a policy of depreciating its office equipment using the straight-line method 

and of calculating depreciation on a monthly basis where it is not owned for the full  year.

Calculate the depreciation expense to be charged for the photocopier in the first 

accounting year.  £

5 A business has a policy of depreciating its motorbikes at a rate of 1/5th of its depreciable

amount using the straight-line basis and of applying a full year's depreciating charge on any

non-currrent asset acquired part-way through an accounting year.

Half-way through the last year, the business purchased a motorbile for £7,200. The

bike has a residual value of £1,500.

Calculate the depreciation expense to be charged in the year of purchase

£

6 On 1st April 2020, being the start of a business' accounting year, the business owned a

piece of equipment that was being depreciated using the straight-line method at a rate

of £15,900 per year. The business has the policy of calculating depreciation to the 

nearest month in the year of acquisition or disposal.

If the piece of equipment was sold on 31st July 2020 what was the depreciation expense

to be charged against the item in the year ended 31st March 2021?

£



7 A business depreciates its machine using the diminishing balance method at a rate of 15%

per year. At the start of the year, one of its machines had a cost of £125,000 and a 

carrying value of £78,000.

What is the depreciation for the year on this machine? £

8 At the start of an accounting year, a business purchased equipment costing £260,000.

The equipment is to be depreciated using the diminishing balance method at a rate of

10% per annum. Complete the table below to calculate the depreciation and

carrying value of the equipment over its first four years of ownership.

Year Depreciation Accumulated Carrying 

charge £ depreciation £ value £

1

2

3

4

9 A business purchased a car for £40,264.00 which will be depreciated on a dimishing balance

basis at a rate of 25% p.a.

What will be the car's carrying value at the end of three years? (NB. round calculations

of the depreciation expense for each year to 2 decimal places) £

10 A business depreciates its fixtures and fittings at a rate of 20% per annum using the

diminishing balance method. If its fixtures and fittings had a carrying value of £84,630

on 1st January 2019 and no acquisitions or disposals are made, what will be the

depreciation expense to be recorded for these assets in the year ended 31 December 2020?

(Nb. Calculate each years' depreciation to the nearest pound) £



11 A business has purchased a machine for £637,000. It expects to use the machine

for several years over which period it will be used to manufacture 320,000 units. At the end

of its useful life the business expects to sell the machine for £125,000. 

The business uses the units of production method to depreciate this type of machine.

Complete the table below and calculate the annual depreciation charges, accumulated

depreciation and carrying values at the end of its first three years of ownership.

Year Units Depreciation Accumulated Carrying 

produced charge £ depreciation £ value £

1 41,984

2 88,640

3 67,200

12 A business has purchased a plane at a cost of £65,700,000. It expects to use the

plane to travel 16,000,000 miles over its lifetime at the end of which the plane

would be scrapped for £900,000. 

In first year of operations, the plane was used to fly 740,000 miles.

Calculate:

i) The deprecation expense for the year £

ii) The carrying value of the plane at the end of the year £



13 A business has calculated that the depreciation expense on cars for the year totals

£71,685. Prepare a journal to record this cost for the year

Debit (£) Credit (£)

Account picklist

Bank

Machinery accumulated depreciation

Machinery at cost

Machinery depreciation expense

Motor vehicles accumulated depreciation

Motor vehicles at cost

Motor vehicles depreciation expense

Purchases

14 A business owns machinery that at the start of the accounting year had a net book value

of £33,290. The machinery is depreciated using the diminishing balance method at a rate

of 15% per annum.

Complete a journal below to record the depreciation expense for the year on this machinery

(calculations should be recorded to the nearest penny)

Debit (£) Credit (£)

Account

Depreciation for the year on cars

Account

Depreciation for the year on cars



15 Which three of the following statements about depreciation are true?

True

"X"

The dimnishing reducing balance method is best as a business can expect its

assets to fall in value most quickly in the early years of ownership

The straight-line method method is best as it is easy to calculate and

spreads the cost evenly over the asset's useful life

The units of production method is best as it matches the cost of the asset

with its use by the business

Not all types of property, plant and equipment should be depreciated

A business should use the same method of depreciation for all of its 

property, plant and equipment

The purpose of depreciation is to make sure that the carrying value of its

property, plant and equipment equals their market value

The purpose of depreciation is to spread the cost of the property, plant

and equipment to the business over its useful life

Depreciation is an application of the prudence concept

Depreciation is an application of the accruals concept

Statement


