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and/or third parties which is protected by patent, trademark, copyright law, trade secret law, and international treaty, and may not be 
provided or otherwise made available without proper authorization from Hexagon AB and/or its subsidiaries and affiliates. 

U.S. Government Restricted Rights Legend 

Use, duplication, or disclosure by the government is subject to restrictions as set forth below. For civilian agencies: This was 
developed at private expense and is "restricted computer software" submitted with restricted rights in accordance with 
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Unpublished - rights reserved under the copyright laws of the United States. 
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Documentation 

Documentation shall mean, whether in electronic or printed form, User's Guides, Installation Guides, Reference Guides, 
Administrator's Guides, Customization Guides, Programmer's Guides, Configuration Guides and Help Guides delivered with a 
particular software product.  

Other Documentation 

Other Documentation shall mean, whether in electronic or printed form and delivered with software or on Intergraph Smart Support, 
SharePoint, or box.net, any documentation related to work processes, workflows, and best practices that is provided by Intergraph 
as guidance for using a software product. 

Terms of Use 
a. Use of a software product and Documentation is subject to the Software License Agreement ("SLA") delivered with the software

product unless the Licensee has a valid signed license for this software product with Intergraph Corporation. If the Licensee has
a valid signed license for this software product with Intergraph Corporation, the valid signed license shall take precedence and
govern the use of this software product and Documentation. Subject to the terms contained within the applicable license
agreement, Intergraph Corporation gives Licensee permission to print a reasonable number of copies of the Documentation as
defined in the applicable license agreement and delivered with the software product for Licensee's internal, non-commercial
use. The Documentation may not be printed for resale or redistribution.

b. For use of Documentation or Other Documentation where end user does not receive a SLA or does not have a valid license
agreement with Intergraph, Intergraph grants the Licensee a non-exclusive license to use the Documentation or Other
Documentation for Licensee’s internal non-commercial use. Intergraph Corporation gives Licensee permission to print a
reasonable number of copies of Other Documentation for Licensee’s internal, non-commercial use. The Other Documentation
may not be printed for resale or redistribution. This license contained in this subsection b) may be terminated at any time and
for any reason by Intergraph Corporation by giving written notice to Licensee.

Disclaimer of Warranties 

Except for any express warranties as may be stated in the SLA or separate license or separate terms and conditions, Intergraph 
Corporation disclaims any and all express or implied warranties including, but not limited to the implied warranties of merchantability 
and fitness for a particular purpose and nothing stated in, or implied by, this document or its contents shall be considered or deemed 
a modification or amendment of such disclaimer. Intergraph believes the information in this publication is accurate as of its 
publication date. 

The information and the software discussed in this document are subject to change without notice and are subject to applicable 
technical product descriptions. Intergraph Corporation is not responsible for any error that may appear in this document. 

The software, Documentation and Other Documentation discussed in this document are furnished under a license and may be used 
or copied only in accordance with the terms of this license. THE USER OF THE SOFTWARE IS EXPECTED TO MAKE THE FINAL 
EVALUATION AS TO THE USEFULNESS OF THE SOFTWARE IN HIS OWN ENVIRONMENT.  

Intergraph is not responsible for the accuracy of delivered data including, but not limited to, catalog, reference and symbol data. 
Users should verify for themselves that the data is accurate and suitable for their project work.  
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Limitation of Damages 
IN NO EVENT WILL INTERGRAPH CORPORATION BE LIABLE FOR ANY DIRECT, INDIRECT, CONSEQUENTIAL INCIDENTAL, 
SPECIAL, OR PUNITIVE DAMAGES, INCLUDING BUT NOT LIMITED TO, LOSS OF USE OR PRODUCTION, LOSS OF 
REVENUE OR PROFIT, LOSS OF DATA, OR CLAIMS OF THIRD PARTIES, EVEN IF INTERGRAPH CORPORATION HAS BEEN 
ADVISED OF THE POSSIBILITY OF SUCH DAMAGES.  

UNDER NO CIRCUMSTANCES SHALL INTERGRAPH CORPORATION’S LIABILITY EXCEED THE AMOUNT THAT 
INTERGRAPH CORPORATION HAS BEEN PAID BY LICENSEE UNDER THIS AGREEMENT AT THE TIME THE CLAIM IS 
MADE. EXCEPT WHERE PROHIBITED BY APPLICABLE LAW, NO CLAIM, REGARDLESS OF FORM, ARISING OUT OF OR IN 
CONNECTION WITH THE SUBJECT MATTER OF THIS DOCUMENT MAY BE BROUGHT BY LICENSEE MORE THAN TWO (2) 
YEARS AFTER THE EVENT GIVING RISE TO THE CAUSE OF ACTION HAS OCCURRED.  

IF UNDER THE LAW RULED APPLICABLE ANY PART OF THIS SECTION IS INVALID, THEN INTERGRAPH LIMITS ITS 
LIABILITY TO THE MAXIMUM EXTENT ALLOWED BY SAID LAW. 

Export Controls 
Intergraph Corporation’s commercial-off-the-shelf software products, customized software and/or third-party software, including any 
technical data related thereto (“Technical Data”), obtained from Intergraph Corporation, its subsidiaries or distributors, is subject to 
the export control laws and regulations of the United States of America. Diversion contrary to U.S. law is prohibited. To the extent 
prohibited by United States or other applicable laws, Intergraph Corporation software products, customized software, Technical Data, 
and/or third-party software, or any derivatives thereof, obtained from Intergraph Corporation, its subsidiaries or distributors must not 
be exported or re-exported, directly or indirectly (including via remote access) under the following circumstances: 

c. To Cuba, Iran, North Korea, the Crimean region of Ukraine, or Syria, or any national of these countries or territories.
d. To any person or entity listed on any United States government denial list, including, but not limited to, the United States

Department of Commerce Denied Persons, Entities, and Unverified Lists, the United States Department of Treasury Specially
Designated Nationals List, and the United States Department of State Debarred List
(https://build.export.gov/main/ecr/eg_main_023148).

e. To any entity when Customer knows, or has reason to know, the end use of the software product, customized software,
Technical Data and/or third-party software obtained from Intergraph Corporation, its subsidiaries or distributors is related to the
design, development, production, or use of missiles, chemical, biological, or nuclear weapons, or other un-safeguarded or
sensitive nuclear uses.

f. To any entity when Customer knows, or has reason to know, that an illegal reshipment will take place.

Any questions regarding export/re-export of relevant Intergraph Corporation software product, customized software, Technical Data 
and/or third-party software obtained from Intergraph Corporation, its subsidiaries or distributors, should be addressed to PPM’s 
Export Compliance Department, 305 Intergraph Way, Madison, Alabama 35758 USA or at exportcompliance@intergraph.com. 
Customer shall hold harmless and indemnify PPM and Hexagon Group Company for any causes of action, claims, costs, expenses 
and/or damages resulting to PPM or Hexagon Group Company from a breach by Customer. 

Trademarks 
Intergraph®, the Intergraph logo®, Intergraph Smart®, SmartPlant®, SmartMarine, SmartSketch®, SmartPlant Cloud®, PDS®, 
FrameWorks®, I-Route, I-Export, ISOGEN®, SPOOLGEN, SupportManager®, SupportModeler®, SAPPHIRE®, TANK, PV Elite®, 
CADWorx®, CADWorx DraftPro®, GTSTRUDL®, and CAESAR II® are trademarks or registered trademarks of Intergraph Corporation 
or its affiliates, parents, subsidiaries. Hexagon and the Hexagon logo are registered trademarks of Hexagon AB or its subsidiaries. 
Microsoft and Windows are registered trademarks of Microsoft Corporation. MicroStation is a registered trademark of Bentley 
Systems, Inc. Other brands and product names are trademarks of their respective owners.  
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About this brief 

This brief will review how to utilize the attributes Depreciation Type and Depreciation Category to 
more accurately value equipment over its useful life. 

It is intended primarily for maintenance personnel that oversee installation and commissioning of 
equipment and technicians who perform preventative maintenance on equipment assets 
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Overview 

The newest release of HxGN EAM provides functionality and support of equipment depreciation in 
more detail and can more accurately calculate the value of equipment assets over their useful life.  

The added functionality will give clients the flexibility to track depreciation using different standards 
for operational and accounting purposes. Depreciation calculations will also incorporate tracking for 
events that change equipment value, useful life, lifetime output, and support suspension of 
equipment operation and reactivation of that same equipment. 
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EAM user interface 

The Depreciation tab of the Asset screen has been enhanced with additional fields and 
functionality. 

These fields include the following: 

1 Depreciation Type 
An information attribute to denote the employed accounting standard 

2 From Date 
Starting date of a depreciation event 

3 Depreciation Category 
Classification for a depreciation event 

4 Relative Start 
Utilized with Equipment Configuration 

5 Relative Start UOM 
Utilized with Equipment Configuration 

6 Effective From 

7 Effective From UOM 

8 Notes 

9 Change Value 
Utilized with depreciation categories Increase Value and Decrease Value 

10 Change Life 
Utilized with depreciation categories Increase Life and Decrease Life 
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11 Change Est. Lifetime Output 
Utilized with depreciation categories Increase Est. Lifetime Output and Decrease Est. Lifetime 
Output 

The Depreciation tab also includes User Defined Fields. 

Depreciation standards 
The Equipment Depreciation record previously included a Depreciation Type field (entity DETP) 
defaulted with the value ‘*.’ With the new EAM release, the entity DEPT will have three more 
available values and support additional user defined values for identifying depreciation standards. 

The following depreciation standards are included with EAM: 

• GAAP (Generally Accepted Accounting Principles) 
Generally Accepted Accounting Principles refer to the standard framework of guidelines for 
financial accounting used in any given jurisdiction; known as accounting standards or standard 
accounting practices. The performance elements include revenue or expenses, assets or 
liabilities, gains, losses, and comprehensive income. These standards are used throughout the 
United States. 

• GASB (Government Accounting Standards Board) 
The Government Accounting Standards Board was created in 1984 to establish accepted 
accounting principles for state and local government entities. 

• IFRS (International Financial Reporting Standards) 
International Financial Reporting Standards are designed as a common global business 
language for business affairs so that company accounts are understandable and comparable 
across international boundaries. The performance elements include Revenue or expenses, and 
assets or liabilities. These standards are used in 100 countries included those of the European 
Union. 

The depreciation type field remains an informational attribute for the equipment asset. The addition 
of this detail will give clients the flexibility to track depreciation using different standards for 
operational and accounting purposes. 

Depreciation methods 
EAM supports four methods (or types) of equipment depreciation: Straight Line, Sum of Years Digits, 
Double Declining Balance, and Units of Output 
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Straight Line Depreciation 

The simplest and most commonly used depreciation method, straight line depreciation is calculated 
by taking the purchase or acquisition price of an asset subtracted by the salvage value divided by 
the total productive years the asset is expected to benefit the organization. 

(𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆 𝑉𝑉𝑉𝑉𝑉𝑉𝑉𝑉𝑉𝑉 − 𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅 𝑣𝑣𝑣𝑣𝑣𝑣𝑣𝑣𝑣𝑣)
𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅 𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈 𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿 𝑖𝑖𝑖𝑖 𝑌𝑌𝑌𝑌𝑌𝑌𝑌𝑌𝑌𝑌

 

Example: A new machine is purchased, costing $5000. You expect a salvage value of $200 selling 
parts when it is decommissioned. The machine is expected to be kept in operation for 5 years. Using 
this information,  

($5000 - $200) / 5 years = $ 960 annual depreciation expense 

 

Sum of Years Digits Depreciation 

Sum of Years Digits is considered an accelerated and more conservative method of depreciation. It 
assumes an asset loses more value in the first several years of use. To calculate depreciation 
charges using the Sum of Years Digits method, take the expected life of an asset (in years) count 
back to one and add the figures together (e.g., 3 years useful life = 3 + 2 + 1 Sum of the years = 6). 

 

(𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆 𝑣𝑣𝑣𝑣𝑣𝑣𝑣𝑣𝑣𝑣 − 𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅 𝑣𝑣𝑣𝑣𝑣𝑣𝑣𝑣𝑣𝑣) ∗ �
𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅 𝑌𝑌𝑌𝑌𝑌𝑌𝑌𝑌𝑌𝑌 𝑜𝑜𝑜𝑜 𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿
𝑆𝑆𝑆𝑆𝑆𝑆 𝑜𝑜𝑜𝑜 𝑌𝑌𝑌𝑌𝑌𝑌𝑌𝑌𝑌𝑌 𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷

� 

 

Example: A new machine is purchased, costing $5000. You expect a salvage value of $200 selling 
parts when it is decommissioned. A 5-year useful life translates to 15 using the sum of years 
calculation. With $5000 - $200, we have a depreciation base of $4800. In the first year the machine 
would be depreciated by 5/15 (33.33%), the second year by 4/15 (26.66%), the third year by 3/15 
(20%), the fourth year by 2/15 (13.33%), and final year by the remaining 1/15 (6.667%). This 
translates into depreciation charges of $1599.84 the first year, $1279.68 the second year, $960.00 
the third year, $639.84 the fourth year, and $320.02 the fifth year. 

 

Double Declining Balance Depreciation 

The double declining balance depreciation method is like an accelerated version of straight-line 
depreciation. To use it, first calculate depreciation like using the straight line method. You then figure 
out the total percentage of the asset that is depreciated the first year and double it. Each subsequent 
year, that same percentage is multiplied by the remaining balance to be depreciated. At some point, 
the value will be lower than the straight-line charge, at which point, the double declining method will 
be scrapped, and straight line used for the remainder of the asset’s life. 

 

𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵 ∗ (2 ∗ 𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆ℎ𝑡𝑡 𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿 𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅) 
 

𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆ℎ𝑡𝑡 𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿 𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅 =
1

𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸 𝑌𝑌𝑌𝑌𝑌𝑌𝑌𝑌𝑌𝑌 𝑜𝑜𝑜𝑜 𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿
 

 

http://beginnersinvest.about.com/od/incomestatementanalysis/a/depreciation-and-amortization.htm
http://beginnersinvest.about.com/od/incomestatementanalysis/a/depreciation-and-amortization.htm
http://beginnersinvest.about.com/od/incomestatementanalysis/a/straight-line-depreciation.htm
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Example: In the straight-line example, we calculated that a $5000 machine with a $200 salvage 
value and an estimated useful life of five years would be depreciated by $960 annually. The first 
year, we must compare this to the total amount to be depreciated, in this case, $4800 ($5000 base - 
$200 salvage value = $4800). Dividing $960 by $4800, we determine the straight-line depreciation 
charge is 20% of the total depreciation amount of $4800. Using this information, the figure is doubled 
to 40%. So, in the first year, you take $4800 multiplied by 40% to get a total depreciation charge of 
$1920. In the second year, you take the same percentage (40%) and multiply it by the remaining 
amount to be depreciated ($4800 - $1920 = $2880) to get $1152. In the third year, the remaining 
amount to be depreciated is $1728 ($2880 - $1152 = $1728), multiplied by 40% yields a depreciation 
charge of $691.20. However, this figure ($691.20) is below the amount that would be charged using 
straight line depreciation and so the double declining balance is, and straight line immediately used. 
Therefore, the depreciation charge in the third year is $960. 

 

Units of Output 

In the Units of Output method of depreciation, depreciation is charged according to the actual usage 
of the asset. For the Units of Output method, higher depreciation is charged when there is higher 
activity and less is charged when there is a lower level of operation. Zero depreciation is charged 
when the asset is idle for the whole period. This method is useful when a company has many fixed 
assets with varying usage. 

𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷 𝑝𝑝𝑝𝑝𝑝𝑝 𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈 ∗ 𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈 𝑜𝑜𝑜𝑜 𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂 
 

𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷 𝑝𝑝𝑝𝑝𝑝𝑝 𝑈𝑈𝑈𝑈𝑈𝑈𝑈𝑈 =  
(𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆𝑆 𝑣𝑣𝑣𝑣𝑣𝑣𝑣𝑣𝑣𝑣 − 𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅𝑅 𝑉𝑉𝑉𝑉𝑉𝑉𝑉𝑉𝑉𝑉)

𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸 𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿 𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂
 

Example: A plant costing $110 million was purchased on April 1, 2010. The salvage value was 
estimated to be $10 million. The expected production was 150 million units. The plant was used to 
produce 15 million units till the year ended December 31, 2010. Calculate the depreciation on the 
plant for the year ended December 31, 2011. 

 

Depreciation = �$110 𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚−$10 𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚
150 𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚 𝑢𝑢𝑢𝑢𝑢𝑢𝑢𝑢𝑢𝑢

� ∗ 15 𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚 = $10 𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚 

Depreciation categories 
The Equipment Depreciation record also includes a Depreciation Category (entity DECT) to classify 
depreciation events. The entity DECT will have 11 available values to classify depreciation events.   

The following depreciation categories are included with EAM: 

• Commission 
Depreciation begins from the date an equipment asset is commissioned. The initial depreciation 
record created for an asset will be defaulted with a value of Commission. This holds true even if 
the record is created later following the commission date of the equipment asset.  
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• Early Disposal 
The Early Disposal depreciation category is used when an equipment asset will be permanently 
removed from service or scrapped. System logic prevents any additional depreciation records 
being created after the Early Disposal depreciation event. 

• Suspend 
The Suspend depreciation category can be used when an equipment asset is taken out of 
service. 

• Reactivate 
The Reactivate depreciation category is used only following the suspension from service of an 
equipment asset. 

• Increase Value 
Over the course of its operation, a good preventative maintenance program or mechanical 
enhancement can positively change the value of an equipment asset. The Increase Value 
depreciation category is used for this type of event. 
The system will require a value for the Change Value field. This value will be used to recalculate 
the Starting Value for the equipment asset. If the user enters 0 for the Change Value field, the 
system grant access to update the Residual value for the equipment asset. 
The system will then calculate the depreciation details for the equipment asset beginning from 
the designated From Date using the defined Depreciation Method and the new Starting Value 
increased by the value of Change Value and stores the details in the database. These details 
replace any existing records of the same date or projected date. 

• Decrease Value 
Over the course of its operation, an equipment asset can degrade or decline in productivity level, 
negatively changing its value. The Decrease Value depreciation category is used for this type of 
event. 
The system will require a value for the Change Value field. This value will be used to recalculate 
the Starting Value for the equipment asset. If the user enters 0 for the Change Value field, the 
system grant access to update the Residual value for the equipment asset. 
The system will then calculate the depreciation details for the equipment asset beginning from 
the designated From Date using the defined Depreciation Method and the new Starting Value 
decreased by the value of Change Value and stores the details in the database. These details 
replace any existing records of the same date or projected date. 

• Increase Life 
Over the course of its operation, a good preventative maintenance program or mechanical 
enhancement can positively change the useful life of an equipment asset. The Increase life 
depreciation category is used for this type of event. 
The system will require a value for the Change Life field. The system then calculates the 
depreciation details for the depreciation record created beginning from the designated From 
Date using the defined Depreciation Method and the new Remaining Useful Life increased by 
the value of Change Life and Residual Value and stores the details in the database. These 
details replace any existing records of the same date or projected date 

• Decrease Life 
Over the course of its operation, an equipment asset can degrade or decline in productivity level, 
negatively changing its life. The Decrease Life depreciation category is used for this type of 
event. 
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The system will require a value for the Change Life field. The system then calculates the 
depreciation details for the depreciation record created beginning from the designated From 
Date using the defined Depreciation Method and the new Remaining Useful Life decreased by 
the value of Change Life and Residual Value and stores the details in the database. These 
details replace any existing records of the same date or projected date 

• Increase Estimated Lifetime Output 
Over the course of its operation, a good preventative maintenance program or mechanical 
enhancement can positively change the lifetime output of an equipment asset. The Increase 
Estimated Lifetime Output depreciation category is used for this type of event. The system 
restricts this depreciation category for use only when the depreciation method is Units of Output. 
The system then calculates the depreciation details for the depreciation record created 
beginning from the designated From Date using the defined Depreciation Method and the new 
Estimated Lifetime Output increased by the value of Change Est. Lifetime Output and Residual 
Value and stores the details in the database. These details replace any existing records of the 
same date or projected date. 

• Decrease Estimated Lifetime Output 
Over the course of its operation, an equipment asset can degrade or decline in productivity level, 
negatively changing its lifetime output. The Decrease Estimated Lifetime Output depreciation 
category is used for this type of event. The system restricts this depreciation category for use 
only when the depreciation method is Units of Output. 
The system then calculates the depreciation details for the depreciation record created 
beginning from the designated From Date using the defined Depreciation Method and the new 
Estimated Lifetime Output decreased by the value of Change Est. Lifetime Output and Residual 
Value and stores the details in the database. These details replace any existing records of the 
same date or projected date. 

• Change Depreciation Method 
A change in accounting policy or buyout by another corporation may necessitate the need to 
change depreciation methods for an equipment asset to align with new practices. The Change 
Depreciation Method depreciation category is used for this type of event. 
The system will exclude Units of Output if there are existing depreciation records for an 
equipment asset. Additionally, the system will verify the equipment asset has not been marked 
for Early Disposal. 
The system then calculates the depreciation details for the depreciation record created 
beginning from the designated From Date using the selected Depreciation Method and stores 
the details in the database. These details replace any existing records of the same date or 
projected date. 
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Equipment depreciation illustrated 

Buildings, machinery, equipment, furniture, fixtures, computers, outdoor lighting, parking lots, cars, 
and trucks are all examples of assets that will last for more than one year but will not last indefinitely. 
During each accounting period (year, quarter, month, etc.) a portion of the cost of these assets is 
being used up. The portion being used up is reported as Depreciation Expense on the income 
statement. In effect, depreciation is the transfer of a portion of the asset's cost from the balance 
sheet to the income statement during each year of the asset's life. 

EAM provides several depreciation methods for allocating an equipment asset’s cost to depreciation 
expense. These depreciation methods are Straight Line, Double Declining Balance, Sum of Years 
Digits and Units of Output.  

EAM navigation and data entry 
The user will begin the process to track asset depreciation by navigating from the Main Menu to the 
Assets screen, select an asset, and then go to the Depreciation tab. 

1 The user will click Add Depreciation Type.  

2 The user will select a Depreciation Type (GAAP, GASB, IFRS, or *) 

3 If there are no existing depreciation records for the asset, the system will default the From Date 
to be the asset’s Commission Date. 

4 The user will then select the Depreciation Method (Straight Line, Double Declining Balance, Sum 
of Years Digits, or Units of Output) 

5 If there are no existing depreciation records for the asset, the system will default the 
Depreciation Category to Commission. 

6 The user then enters values for Starting Value, Remaining Useful Life, and Residual Value and 
saves the record. 

The asset depreciation tracking process has begun. The system will calculate depreciation for the 
asset, using the selected depreciation method at regular fiscal intervals. These figures can be 
viewed by clicking the View Depreciation Details button. EAM will display the asset depreciation 
details in a protected list view. The Depreciation Details also include cumulative figures for 
Depreciation (To Date), Book Value (To Date), and Depreciation (Period to Date). 

http://www.accountingcoach.com/terms/I/income-statement
http://www.accountingcoach.com/terms/I/income-statement
http://www.accountingcoach.com/terms/B/balance-sheet
http://www.accountingcoach.com/terms/B/balance-sheet
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If, during the third annual maintenance and servicing of the asset, a sub-assembly is replaced with 
an enhanced sub-assembly build, this could extend the life of the asset and increase its residual 
value. Both events can be recorded and tracked with EAM. 

For the increased useful life of the asset; the user will navigate to the Depreciation tab for the asset 
and click Add Depreciation Type.  

1 The user will select the Depreciation Type currently in use 

2 The user will select the From Date to be the date of the third annual maintenance review and 
service. 

3 The user will then select the current Depreciation Method  

4 The user will then select a Depreciation Category of Increase Life. 

5 The user then enters a value for the number of years more the asset will be in service to the 
Change Life field. 

6 The user then submits the record. 

For the increased residual value of the asset; the user will remain on the Depreciation tab for the 
asset and click Add Depreciation Type.  

1 The user will select the Depreciation Type currently in use 

2 The user will select the From Date to be the date of the third annual maintenance review and 
service. 

3 The user will then select the current Depreciation Method  

4 The user will then select a Depreciation Category of Increase Value. 

5 The user will enter 0 for the Change Value field. The system will then enable the Residual Value 
field and the user will enter the new Residual Value for the asset. 

6 The user then submits the record. 



Equipment configuration with depreciation 

HxGN EAM Equipment Depreciation  | 15 

Equipment configuration with depreciation 

Future depreciation events can be planned for equipment assets created with Equipment 
Configuration templates. When the Depreciation tab is called from the Equipment Configuration 
screen, the system will require values for Relative Start and Relative Start UOM. 

From the designated Commission Date, a user can set a Relative Start and Relative Start UOM to 
sequence and apply a planned depreciation event. The Relative Start represents a timeframe from 
the Commission Date when the depreciation event will take place. 

Example: A Commission Date is set for 1/1/2015. The Relative Start is set at 5 and the Relative Start 
UOM is set to Years. Therefore, at 5 years following 1/1/2015 the depreciation event will occur (per 
the other defined details). 
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