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Session 2a

Before beginning to record your fixed asset in the register, 

you should have all your asset details to hand and think 

about the depreciation method you want to elect for each 

asset. There are three depreciation methods that are 

available for use; 

• Reducing

• Straight Line

and these can be depreciated annually or periodically.
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The asset’s value is reduced by a percentage value that is based on the 

Initial Value, the Residual Value and the Asset Life span in years or 

periods until the Net Book Value is reduced to the Residual Value (which 

may or may not be zero). The value of depreciation remains the same 

each time. 

This is appropriate if you forecast that use of the asset is spread evenly 

across the time period, for example the use of a temporary 

prefabricated building.

Annual Straight Line: Initial Value – Residual Value / Asset Life in years

Period Straight Line: Initial Value – Residual Value / Asset Life in periods

If the calculation pushes the Net Book Value to a value that is less than 

the Residual Value, the depreciation amount posted is the Net Book 

Value – Residual Value.
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Straight Line

For example if you enter an asset with an Initial Value of £12,000, a Residual 

Value of £3,000, and you want this to be depreciated over a three year 

period:

If this was by period, the initial value would be divided by the number of 

periods in the three years, for example 36 if you were using 12 periods per 

year, in order to give a periodic depreciation amount. In this example that 

would be £250. Each period that passed the net book value would reduce by 

that amount.

Year Depreciation Calculation
Depreciation 

Amount

Net Book 

Value

Initial Value
Residual 

Value

Asset Life in 

years

1 £12,000 - £3,000 / 3 £3,000 £9,000

2 £12,000 - £3,000 / 3 £3,000 £6,000

3 £12,000 - £3,000 / 3 £3,000 £3,000

Session 2ai

Depreciation Methods

https://uk.linkedin.com/company/alphalogix_2
https://www.youtube.com/channel/UC-TGABAMZ7U4d9SxRb6OgDw
https://twitter.com/alphalogix_uk


The asset’s value is reduced by a percentage of the Net Book Value 

(which reflects the asset’s current worth) every year or period until it is 

reduced to a realistic scrap or write off value (which may or may not be 

zero). The value of the depreciation reduces every time. This is 

appropriate if you expect the asset to wear out quickly. 

This is applicable if the value of the asset needs to be reduced quickly at 

first and then more slowly later (e.g. vehicles).
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For example, if you enter an asset with an Initial Value of £12,000, the initial 

Net Book Price is £12,000 and you want to depreciate this over four years, 

this would be a depreciation of 25% each year.

Depreciation of an asset using the Reducing Balance method is higher 

initially than the Straight Line method and it then reduces over the asset life. 

Theoretically, using the Reducing Balance method, the book value will never 

reach zero but for all practical purposes, the write off value of an asset is 

reached by using a realistic percentage.

Year Depreciation Calculation
Depreciation 

Amount
Net Book Value

Net Book Value
Depreciation 

Percent

1 £12,000.00 x 25 / 100 £3,000.00 £9,000.00

2 £9,000.00 x 25 / 100 £2,250.00 £6,750.00

3 £6,750.00 x 25 / 100 £1,687.50 £5,062.50
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From the Nominal Ledger, select Fixed Assets > Enter New Asset

After entering a Code (mandatory) and a description (optional), you are 

prompted to enter an initial value, the date the asset was acquired and 

the date the asset was last depreciated.

After entering this initial information, you can then choose which 

Depreciation Method to use, the Net Book Value and which Balance 

Sheet and Profit & Loss Nominal accounts to post to.

Users can then use the analysis details to make accommodate reporting 

requirements.

Click ‘Save’ to save the new Asset, or ‘Clear’ to start again. Many of 

these fields cannot be amended once the asset has been saved, so 

review the details carefully before Saving.
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From the Nominal Ledger menu, select Fixed Assets > Maintain Asset. 

Use the drop-down list to select an existing asset.
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One an asset has been saved there are many fields than cannot be amended. 

The only elements of an existing asset that can be amended are the 

Description and Analysis Details
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Having now depreciated the asset it will no longer appear in the list, and 

therefore cannot accidentally be depreciated twice.

The ‘Depreciation Period’ drop-down list will default to the current 

period, however this can be changed. The list of Available Assets list will 

automatically populate according to the Depreciation Period that you 

have selected. 

Select the tick box for the asset you wish to depreciate, and select 

Depreciate. You will be presented with another window which will 

prompt you to enter a transaction date for the depreciation.

From the Nominal Ledger menu, select Fixed Assets > Depreciate Asset
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From the Nominal Ledger menu, select Fixed Assets > Fixed Asset 

Valuation. You will be presented with a criteria screen similar to those 

used for other reports. 
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Having chosen your criteria (or leave all fields on ‘All’ to view all Assets), 

select OK.

You will be presented with a valuation for each Asset in the form of a 

report

Having chosen your criteria (or leave all fields on ‘All’ to view all Assets), 

select OK.
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From the Nominal Ledger menu, select Fixed Assets > Dispose Asset

10

Upon the disposal of the asset, the relevant postings will be made to the 

associated Balance Sheet and Profit & Loss nominal accounts.

You are presented with a list of assets that are available for disposal. 

Select the asset you wish to dispose of and select ‘Dispose’. You will be 

presented with a window prompting you to enter a transaction date.
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From the Nominal Ledger menu, select Fixed Assets > Delete Asset
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Select the asset you wish to delete and select Delete. You will be 

prompted to confirm you wish to delete the asset, and once you select 

‘Yes’ the asset will no longer appear on this or any other Asset list.

You will be presented with a list of Fixed Assets that are available for 

deletion. From this form you can see the date the asset was acquired, 

when they were last depreciated and when/if they were disposed of.
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