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Depreciation 

Is how the value of something drops. ex- a car loses value the more you drive 

it. 

How to calculate: 

✓ Cost price method/fixed installment method: 

 Example: brought a car on the first day of the financial year for R150000. 

Depreciation calculated at 20% p.a =150000 x 20/100 = 30000 

 Every full year the depreciation will be this amount. 

 If you had brought the car 3 months into the year than you would only work 

out depreciation for 9 months of that year and then from the next year you 

will work it out for the full year. 

✓ Diminished balance method/carrying value: 

 Example: brought a car on the first day of the financial year for R150000. 

Depreciation is calculated at 20% p.a = 150000 x 20/100= 30000 for the first 

year. 

 For year two: 150000-30000=120000 carrying value. depreciation= 120000 x 

20/100 = 24000 for the second year 

 This carries on for every year after this. 

The general ledger: 
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