
Chapter 8 – Non-Current Assets 
Recording, Expensing and Reporting Non-Current Assets 

A non-current asset is any tangible resource that is expected to be used in the normal course 
of operations more than a year and is not intended for resale, such as land, buildings, 
equipment, furniture and fixtures.  

Recording Non-Current Assets 

Non-current assets should be recorded at the cost of acquiring them including asset delivery, 
installation and making it ready to use. This can therefore include purchase price, taxes, fees, 
delivery costs, insurance costs and installation costs.  

Expensing Non-Current Assets 

Depreciation is the process of allocating the cost of a 
non-current asset over its useful life. The amount of expense recognised in each period is 
known as depreciation expense. The cumulative amount of depreciation expense recognised 
to date is known as 
accumulated depreciating.  

Reporting Non-Current 
Assets  

The carrying amount is the 
unexpired cost calculated by subtracting the accumulated depreciation to date from the cost 
of the non-current asset.  

Calculating Depreciation Expense  

Cost refers to the historical cost of the asset being depreciated and therefore it is the amount 
that was recorded when the asset was purchased. Residual value refers to the market value of 
the asset at the end of its useful life. The difference between an asset’s cost and its residual 
value is the asset’s net cost to the company, or its depreciable amount. Useful life refers to the 
length of time the asset will be used in operations. 

Straight-Line Method 

The straight-line method of 
depreciation spreads depreciation 
expense evenly over each year of 
the asset’s useful life.  

𝐷𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛	𝐸𝑥𝑝𝑒𝑛𝑠𝑒 = 	
𝐶𝑜𝑠𝑡 − 𝑆𝑎𝑙𝑣𝑎𝑔𝑒	𝑉𝑎𝑙𝑢𝑒

𝑈𝑠𝑒𝑓𝑢𝑙	𝐿𝑖𝑓𝑒  

Purchase price $63000 

Stamp duty $3600 

Certification fee $400 

Logo and 
Camera/GPS 

$2000 

Total Cost $69000 



Reducing-Balance Method  

This method of depreciation is an accelerated method that results in more depreciation 
expense in the early years of an asset’s life and less in the later years of an asset’s life.  

𝐷𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛 = 𝐷𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛	𝑅𝑎𝑡𝑒	𝑥	𝐶𝑎𝑟𝑟𝑦𝑖𝑛𝑔	𝐴𝑚𝑜𝑢𝑛𝑡
= (𝑆𝑡𝑟𝑎𝑖𝑔ℎ𝑡 − 𝐿𝑖𝑛𝑒	𝑅𝑎𝑡𝑒	𝑥	1.5)	𝑥	(𝐶𝑜𝑠𝑡 − 𝐴𝑐𝑐𝑢𝑚𝑢𝑙𝑎𝑡𝑒𝑑	𝐷𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛) 

Units of Activity Method  

The units-of-activity method of depreciation calculates depreciation based on actual asset 
activity.  

𝐷𝑒𝑝𝑟𝑒𝑐𝑖𝑎𝑡𝑖𝑜𝑛	𝐸𝑥𝑝𝑒𝑛𝑠𝑒	𝑃𝑒𝑟	𝑈𝑛𝑖𝑡 = 	
𝐶𝑜𝑠𝑡 − 𝑆𝑎𝑙𝑣𝑎𝑔𝑒	𝑉𝑎𝑙𝑢𝑒	
𝑈𝑠𝑒𝑓𝑢𝑙	𝐿𝑖𝑓𝑒	𝑖𝑛	𝑈𝑛𝑖𝑡𝑠	  

Adjustments Made during a Non-Current Asset’s Useful Life 

Changes in Depreciation 
Estimates – Calculating 
depreciation expense requires that a 
company estimate the asset’s useful 
life and its residual value. There can 
be errors since estimates can differ 
from actual experience.  

1. First calculate the net book 
value of the asset on the date 
of revision to represent the 
unexpired cost of the asset.  

2. Then subtract the asset’s 
residual value from the carrying amount to result in asset’s remaining depreciable 
amount.  

 
 
 
 

 
	
	

	

 


