6B – Driving – Lesson 03
Running Costs & Depreciation – Declining Balance Depreciation.
Name: _________________
1) How does declining balance depreciation differ from straight line depreciation?
2) A ute is bought for $34500 and depreciates at 20% p.a. [100% - 20% = 80% = 0.80]. The ute will be sold when the value falls below $10000.  After how many years will it be sold?
	Year 0
	Value

	Year 1
	$24500

	Year 2
	

	Year 3
	

	Year 4
	

	Year 5
	

	Year 6
	


3) A RV is bought for $130,000.  If it depreciates at 15% per annum [100% - 15% = 85% = 0.85].  How long before its value falls below $40,000 and is sold.

	Year 
	Value
	
	Year
	Value

	Year 0
	$130,000
	
	Year 5
	

	Year 1
	
	
	Year 6
	

	Year 2
	
	
	Year 7
	

	Year 3
	
	
	Year 8
	

	Year 4
	
	
	Year 9
	


4) What do we mean by Salvage value?
5) Calculate the salvage value, using the formula S = V0(1 – r)n.
a. A motorcycle costing $4500 depreciates at 25% p.a. for 7 years.
S
= V0(1 – r)n

= $4500 x ( 1 - 0.25)7 = $________

b. A computer bought for $2700 is depreciated at 15% p.a. for 5 years.

S
= V0(1 – r)n

= $2700 x ( 1 - 0.15)5 = $________

c. A car purchased for $24000 is depreciated at 10%/annum for 11 years.

6) How many years will it take for a computer costing $1800 depreciate by 20% p.a. to a salvage value of $500 ?
S
= V0(1 – r)n

= $1800x( 1 - 0.20)n = $500
Try n =  5
Answer < 500  T or F 
Try n = __
Answer < 500  T or F 

Try n = __
Answer < 500  T or F 

Try n = __
Answer < 500  T or F 

7) How many years will it take for a Car costing $52,000 depreciate by 10% p.a. to a salvage value of $20,000 ?

x 0.80
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