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1 Topic Depreciation Accounting 

2 Subject Accountancy 

3 Topic connected which area  Accounting Standards 

4 Class/ Level XI 

5 Objective Applicability of  Accounting Standard VI for 

Depreciation of Tangible Assets 

6 Summary Depreciation is an allocation of the 

depreciable cost of a non-current 

(fixed) asset over its useful life. It is a 

way of matching the amount of a 

fixed cost consumed in an accounting 

period with the revenue it generates. 

The activity relates with the 

significant requirements of the 

Accounting Standard VI for 

depreciation Accounting.  
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Depreciation Accounting 

No method of Depreciation is 

prescribed by Accounting 

Standard. SLM and WDV is 

commonly followed methods of 

depreciation 

Depreciable amount of a 

depreciable asset should be 

allocated systematically over its 

useful life 

In the event of change in depreciation due to 

Change in Method  
of depreciation is a change in 
accounting policy. It has retrospective 
effect and the difference is adjusted in 
the year of change in method 

 

 

Change in cost 
Of an asset results due to Revaluation, 
foreign exchange difference, government 
grant, refund, duty change etc. The revised 
balance is w/off prospectively.  

 

Change of life  
Of asset is a change in Estimate. It has 
prospective effect i.e., balance is to be 
written off in remaining revised life of an 
asset 

 

Addition or extension to an existing asset 

In case new addition or 

extension integral to existing 

asset 

In case the new addition or 
extension retains separate 
identity  

Depreciate over remaining 

life of old asset 

Charge rate applicable to the 

old asset 
Depreciate independently 

Formula for calculating Depreciation 
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Written Down Value Method Straight Line Method 

Where, r = Rate of depreciation, n= Expected useful life, S= Scrap Value, c= Cost of an Asset 


