Depreciation Calculation
· Straight Line depreciation

Definition: A method of calculating the depreciation of an asset which assumes the asset will lose an equal amount of value each year. The annual depreciation is calculated by subtracting the salvage value of the asset from the purchase price, and then dividing this number by the estimated useful life of the asset.
Configuration: Financial Accounting ( Asset Accounting ( Valuation ( Determine Depreciation areas in Asset class
T- Code:  OAYZ
Scenario: Building to be depreciated by 2.5% Straight line.

Solution: Go to OAYZ and select asset class as BUILD. Now click on Depreciation Areas. In the Depreciation area 01 give the Depreciation key as GL25.
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Create an asset master (12-0) in AS01 using the Asset class Build. 
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Acquire an asset using the T-Code F-90 for Rs. 64,000.
Now run the depreciation using the T- Code AFAB. Key in the details and go to program ( Execute in background
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Check the depreciation posting using T-Code AW01N.
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· Declining Balance Method
Definition: Under this method, depreciation is charged at fixed rate on the reducing balance (i.e., cost less depreciation), every year. In other words, the cost of the asset less estimated scrap value has to be written off over its estimated useful life. A certain percentage is applied to the book value and not the cost of the asset.
Configuration: Financial Accounting ( Asset Accounting ( Valuation ( Determine Depreciation areas in Asset class

T- Code:  OAYZ
Scenario: Plant and Machinery to be depreciated by 10% WDV.

Solution: Go to OAYZ and select asset class as RAG1. Now click on Depreciation Areas. In the Depreciation area 01 give the Depreciation key as DG25.
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Create an asset (101-0) in AS01 using the Asset class RAG1.
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Acquire an asset using the T-Code F-90 for Rs. 100000.

Now run the depreciation using the T- Code AFAB. Key in the details and go to program ( Execute in background
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Check the depreciation posting using T-Code AW01N.
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· Day Wise Calculation of Depreciation
Scenario: 
An asset is being purchased on 20th Nov. Company wants to calculate depreciation day wise
Configuration:  In the maintain depreciation key, double click the Depreciation key you want to assign to the asset class. Check Depreciation to the day.
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Run the depreciation for the particular asset. Go to Asset Explorer and check whether day wise calculation of depreciation had been carried out.
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And if the year is a leap year it automatically takes 366 days.
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· This content can be found on the following page:
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http://www.investorwords.com/4767/straight_line_depreciation.html 
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