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CORE CONCEPT OF                                   

CORPORATE ACCOUNTING 

 
Revaluation decrease 

1. If an asset’s carrying amount is decreased as result of revaluation, then 

the decrease shall be recognized in statement of profit and loss, unless 

there is a previous revaluation increase in respect of the same asset. 

Example  
A factory has a carrying value of Rs. 20 million. It has been revalued at 

Rs. 19 million. How will you treat the decrease in value? 

Solution 

The decrease in value Rs. 1 million should be treated as expense in the 

statement of profit and loss. 
Profit and loss (expense) 1 million 

To accumulated depreciation (to be shown in the balancesheet) 1 million. 

2. If there is a previous revaluation increase in respect of the same asset, the 

decrease in revaluation shall first be adjusted again the revaluation 

surplus to the extent of previous revaluation increase in respect of the 

same asset. The balance if any, shall be recognized in the statement of 

profit and loss. The decrease in revaluation reduces the amount 

accumulated in equity under the head revaluation surplus. 

 

Example 

A factory has a carrying value of Rs. 22 million. Two years 

ago, it was revalued upwards to rs. 23 million. The value has 

now fallen to Rs. 20 million. How will you account the 

revaluation decrease? 

 

Solution 

The revaluation decrease is Rs. 3 million. Of this, 1million will be 

charged against the previous revaluation surplus and the remaining Rs. 2 

million will be charges as expenses in the statement of profit and loss. The 
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entry is: 

Revaluation surplus Dr. 1 million 

Profit or loss dr. 2 million 

To property, plant and equipment 3 million 

 

Disposal of revalued asset 

when a revalued asset is disposed of, any revaluation surplus may be 

transferred directly to retain earnings. This means that the transfer to retain 

earnings should not be made through the statement of profit and loss. 

Depreciation 

Usually fixed assets are expected to be used for more than one year. 

Therefore, the depreciable amount of a fixed asset is allocated over its useful 

life. The amount allocated to a particular accounting period is called 

depreciation. Thus, depreciation is the systematic allocation of the 

depreciable amount of an asset over its useful life. The depreciable amount 

of an asset is the cost of an asset less its residual value. 
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