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Introductions

ÅYour Name and Background

ÅCurrent Role

ÅCurrent Challenges

ÅWhat you want to get out of today 
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Outline

ÅKey requirements

ÅProblems

ÅSolutions

ÅKey Concepts

ÅIntegrationwith AMPs
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Key requirements of AASB116

6 Ϧ5ŜǇǊŜŎƛŀōƭŜ ŀƳƻǳƴǘά is the cost of an asset, or other amount 
substituted for cost, less its residual value.

43 Each part .... shall be depreciated separately.

50 Allocated on a systematic basis over its useful life.

51 The residual value and the useful life of an asset shall be 
reviewed at least at the end of each annual reporting period

60 The depreciation method used shall reflect the pattern in which 
the asset's future economic benefits are expected to be 
consumed by the entity.

61 The depreciation method applied to an asset shall be reviewed 
at least at the end of each annual reporting period and...... the 
method shall be changed to reflect the changed pattern. 
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Valuation (AASB 116)

Fair Value

ά¢ƘŜ ŀƳƻǳƴǘ ŦƻǊ ǿƘƛŎƘ ŀƴ ŀǎǎŜǘ ŎƻǳƭŘ ōŜ 
exchanged between knowledgeable, 
ǿƛƭƭƛƴƎ ǇŀǊǘƛŜǎ ƛƴ ŀƴ ŀǊƳΩǎ ƭŜƴƎǘƘ 
transactionέ
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Decision Trees available from 
www.apv.net
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Problems with traditional approaches

ÅSubjectivity

ÅLack of evidence

ÅDealing with cyclical maintenance

ÅUnderstanding of Lifecycles
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Exercise One 
Traditional Straight-Line

ÅDepreciation is a άŎƻǎǘ ŀƭƭƻŎŀǘƛƻƴέ of the 
άŘŜǇǊŜŎƛŀōƭŜ ŀƳƻǳƴǘέ ƻǾŜǊ ǘƘŜ ŀǎǎŜǘΩǎ 
άǳǎŜŦǳƭ ƭƛŦŜέ

ÅCompleteExercise One
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Exercise One
Reflection

ÅCompare total amount expensed via the P&L 
ŀƎŀƛƴǎǘ ǘƘŜ ά5ŜǇǊŜŎƛŀōƭŜ !Ƴƻǳƴǘέ

Å!ǎǎŜǎǎ ŀƎŀƛƴǎǘ άtǊŜǎŎǊƛōŜŘ wŜǉǳƛǊŜƳŜƴǘǎέ

ÅWhat are your conclusions?
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Method A Method B Method C
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-                      
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50,000               
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40,000               

35,000               

30,000               

W
D

V

Gross =  $50,000
RV (at renewal) = $35,000
RV (at end) = 0
Actual Age - 40 years
Renewed  -10 years ago
RUL (end) ς40 years  
RUL (renewal) ς5 years
Actual consumption 
15,000 over 15 years = 1,000

Useful Life = 40 + 40 = 80.  RV = 0 
WDV = 40/80 * 50,000 = 25,000
Depr =  25,000/40 = $625

Useful Life = 40 + 5 = 45.  RV = 35,000  
WDV = 5/45 * (50 ,000 ς35,000) + 35,000  = 36,666
Depr =   (36,666 ς35,000) / 5 =  $333

Useful Life = 10 + 5 = 15.  RV = 35,000  
WDV = 5/15 * (50 ,000ς35,000) + 35,000 = 40,000
Depr = (40,000 ς35,000) / 5 =   $1,000

Same Formulas ςDifferent Results

Useful Life = Age + RUL
WDV = (RUL/Useful Life) * (Gross ςRV) + RV
Depr = (WDV ςRV) / RUL
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Solutions to these problems
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AASB 116 - Depreciation

(AASB116 Para 60)

·The depreciation method used shall 
reflect the patternƛƴ ǿƘƛŎƘ ǘƘŜ ŀǎǎŜǘΩǎ 
future economic benefits are expected 
to beconsumedby the entity.

¢ƘŜ  !!{п άLŦ  ǘƻƻ ƘŀǊŘ ǳǎŜ ǎǘǊŀƛƎƘǘ-ƭƛƴŜέ  
exemption was removed and replaced with 
άMust ƳŀǘŎƘ ǇŀǘǘŜǊƴ ƻŦ ŎƻƴǎǳƳǇǘƛƻƴέ ƛƴ мффт
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Decision Trees 
avail from 

www.apv.net
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