Disposal of Non Current Asset
What to do when you dispose (get rid of by sale or otherwise) a NCA?

Example: On March 15 a machine costing $2000 with accumulated depreciation of $1200 is sold for $1000 cash.


	Machine

	Date
	Detail
	$
	Date
	Detail
	$

	 
	Balance
	2000
	 
	 
	 

	 
	 
	 
	 
	 
	 

	
	
	
	
	
	

	Accumulated Depreciation - Machine

	Date
	Detail
	$
	Date
	Detail
	$

	 
	 
	 
	 
	Balance
	1200

	 
	 
	 
	 
	 
	 


	Carrying Value Account

	Date
	Detail
	$
	Date
	Detail
	$

	
	
	
	
	
	

	 
	 
	 
	 
	
	

	 
	 
	 
	 
	 
	 


When a non-current asset is disposed off, the yet to be depreciated value of the asset (Carrying Value) is recorded and reported as an Expense.

The proceeds (cash received for the sale of NCA) are recorded and reported as Revenue.

	March 15
	Accumulated depreciation of Machine
	1200
	

	
	Carrying Value of Machine
	
	1200

	
	(Closing on Disposal)
	
	

	15
	Carrying Value of Machine
	2000
	

	
	Machine
	
	2000

	
	(Closing on Disposal)
	
	

	Machine and its Accumulated Depreciation are closed off to Carrying Value account. Carrying Value is an Expense Account.

	15
	Cash at Bank
	1000
	

	
	Proceeds of Sale of machine
	
	1000

	
	(cash Received on sale of machine)
	
	

	Note: The sale may also be recorded in CRJ – Cash receipts Journal.

Proceeds of Sales is a Revenue account. Ultimately both the accounts get closed to Profit and Loss Summary Account.

	June 30
	Profit and Loss Summary
	800
	

	
	Carrying Value of machine
	
	800

	
	(Closing entry at Balance day)
	
	

	Where did I get the $800 from?  By balancing the carrying value account

	30
	Proceeds on Sale
	1000
	

	
	Profit and Loss Summary Account
	
	1000

	
	(Closing entry on Balance day)
	
	


Post the General ledger to the Ledgers. Use the ledgers above and create others to complete.
