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Introduction

Purpose
This document explains the calculation of asset life and depreciation in B50c irrespective of the number of fiscal periods defined in GLD. It also lists the new restriction that has been built for some depreciation methods which are not supported for greater than 12 fiscal periods in GLD.

Description:
Calculation of Asset Life and Depreciation
Asset life is defined in terms of Calendar Years and Calendar Periods. What happens internally in the application is that this life is then converted to number of months and stored in the various tables (Categories, Depreciation Methods, and Asset Books). This has been there all the way from ERP 5.0c. 
For Example: When Asset Life (5 Years) is entered while creating category through “Categories” (tffam2100s000).This 5 years life is then converted into periods according to the Calendar year and Months i.e. 5 * 12 = 60 periods and is then stored in the categories table. Asset Life is calculated and stored similarly during the creation of depreciation methods also.

When an Asset is created by linking the category. The Asset Life is taken from Categories or depreciation method (the life defined in depreciation method has priority over categories) and then that life is stored for Asset Books.
Suppose in the below screen of Asset Books, The Asset Life (YY/MM) which is defined is always according to the calendar year and months.

For example: An asset is created with service date 01/01/2007 and Life of 5 years. Then the life of the asset spans from 01/01/2007 to 12/31/2011 which is calculated according to calendar Year and Months irrespective of number of fiscal periods defined in GLD.
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The Remaining Life (YY/MM) is always calculated based on the number of fiscal periods present in GLD from the asset service date or current recovery date (i.e. Last depreciation date) to the end date of the life of the asset.
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The Remaining Depreciation Life (YY/MM) is calculated based on the number of fiscal periods defined in GLD from recovery begin date or asset service date to recovery end date. The recovery begin date and recovery end date is calculated based on the Average conventions and disposal conventions defined for the depreciation method.
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For example:

The fiscal period set up in GLD is as shown below screen.

Here the fiscal periods defined in GLD or 13 periods for 2007 and 2008 excluding correction periods as shown in below screen.
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An asset is created with service date 01/01/2007, Transaction cost 6500 CAD and life of 5 years.
Depreciation Method: Straight Line with None Average Conventions
[image: image5.png]tffam11005000 : Assets [User: gdevinen] [130]

Defintion | Classfications | Status | Book Defaults | Attachments

Asset Number o727z Test Assets

ose
Asset Extension it
Save

Revert
Defintian

Description

Transacton Cast 6:500,00 [cap 650000 CAD

Rotate Currency

Category pibsis 0D Straight Line S yr sset Books
Subcategory. pibsis 20D Straght Line 5 yr Distr Lines
asset Group Code: i3 Joanris Group

Simuated iic

Dates
Service Date. 01012007 Purchase Date 11222007

Accounting Perod Vear

Quentiies
Current Quantity

Original Quantity





Asset Book is attached with Straight Line Depreciation Method with None Convention as shown in below screens.
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Here the life of the asset is 5 years and then the remaining life and remaining depreciation life is calculated as 5 years.
Capitalize the asset as per service date through “Capitalization” (tffam1200m000).

Depreciate the asset book (FIN) for the period 1 year 2007 through “Asset Book Depreciation” (tffam1215m000).

Calculation of Depreciation


The depreciation is calculated for the entire asset life from the asset service date to the end date of life based on the conventions defined for the depreciation method.


For Example: In the above situation, the depreciation method is Straight Line with no conventions. Then the depreciation will be calculated from service date (01/01/2007) to end date of life (12/31/2011) irrespective of number of fiscal periods defined in GLD.So if the depreciation frequency is periodic, the depreciation is calculated and booked for each fiscal period defined in GLD between the asset service date (01/01/2006) and end date of asset life (12/31/2011).
Depreciation Amount per period = (Net Book Value of Asset / Remaining deprec Life) * no. of depreciation periods





     = (6500/65)*1 = 100 CAD
Verify the depreciation amount in “Transaction Inquiry” (tffam8501m000).
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Then see the remaining life and remaining depreciation life through “Asset Books” (tffam1110s000) or “Asset Book Inquiry” (tffam1111s000). 

The Remain. Life is calculated based on the number of fiscal periods defined in GLD from Current recovery date or Last depreciation date(01/27/2007) to the end date of the life of the asset or recovery end date(12/31/2011).

The Remain.Deprec.Life is calculated based on the number of fiscal periods defined in GLD from recovery begin date or current recovery date (01/27/2007) to recovery end date (12/31/2011).

So the number of fiscal periods present in GLD for 2007 and 2011 is 13 periods.


Now the number of fiscal periods present in GLD between 01/27/2007 to 12/31/2011 is 64 periods which is 4 years 12 periods. It means that the asset still can depreciate 64 periods as the depreciation is booked periodically.
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If the average conventions are used for depreciation Method then the remaining depreciation life will differ from remaining life.

Average Conventions

The below Average conventions defines the depreciation start date based on the Fiscal periods (which is same as calendar year and periods) defined in GLD.
Suppose if the asset service date start on the April 21 and October 10, the depreciation start date or recovery begin date will start as shown below.

	Convention
	Date of Service

	
	April 21
	October 10

	
	Start Depreciation Date
	Start Depreciation Date

	Mid-Month
	15 April
	15 October

	Mid-Quarter
	15 may
	15 November

	Half Year
	1 July
	1 July

	Modified Half Year
	1 January current year
	1 January next year

	Period in Service
	1 April
	1 October

	First Day Service Year
	1 January current year
	1 January Current year

	Day After Service Year
	1 January next year
	1 January next year

	Period After Service Date
	1 may 
	1 November

	First / Second Half of Year
	1 January
	1 July

	Second Half of Year in Service
	1 July
	1 July

	None
	21 April
	10 October


The remaining depreciation life will always from recovery begin date to recovery end date (recovery begin date + asset life).

Average Conventions for specific(13) fiscal periods setup in GLD
If the fiscal period set up for year 2007 in GLD is as shown in below screen. Then the depreciation start date is calculates as shown in below table for the list of average conventions of service date 21st April 2007 and 10th October 2007.
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	Convention
	Date of Service

	
	21st April 2007
	10th October 2007

	
	Start Depreciation Date
	Start Depreciation Date

	Mid-Month
	8th April 2007
	20th  October 2007

	Mid-Quarter
	6th May 2007
	5th November 2007

	Half Year
	17th  June 2007
	17th June 2007

	Modified Half Year
	1st January 2007
	1st January 2008

	Period in Service
	25th March 2007
	7th October 2007

	First Day Service Year
	1st January 2007
	1st January 2007

	Day After Service Year
	1st January 2008
	1st January 2008

	Period After Service Date
	22 April 2007 
	3rd November 2007

	First / Second Half of Year
	1st January 2007
	17th June 2007

	Second Half of Year in Service
	17th June 2007
	17th June 2007

	None
	21st April 2007
	10th October 2007


Restriction

Depreciation Methods which do not support if the periods in GLD is greater than 12


The below are the depreciation methods which do not support if the fiscal periods in GLD is greater than 12 excluding the correction periods.

1. Custom Method

2. Generic Custom Method.


The above depreciation methods Custom method or Generic Custom method with monthly rate table can not be used to calculate depreciation of an asset books if the fiscal periods in GLD is greater than 12 excluding correction periods.
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