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ACCOUNTING OF FIXED ASSETS

MUKHRAN QAMADADZE
PhD of GTU

With recognition of economic gain from exploitation of fixed assets, the capital expenditures — the amount paid
for fixed asset, should also be acknowledged according to principle of realization and conformity. This principle is
followed by charging depreciation on asset- that is systematic allocation of cost in the period of its usage.

In general, depreciation expense is charged since the day when asset is placed in service and terminates when
asset is put on a sale or since being recognized as an asset. Charging depreciation expense on asset is not terminated
when useful life of property plant and equipment is expired or it is out of the active usage, but when it’s fully
depreciated.

Depreciation stops being charged until book value of asset becomes equal to salvage value and depreciable
value is zero. But it’s not necessary to take into consideration the salvage value, while calculating the depreciable
value of an asset.

In general depreciation is considered as a cost of fixed asset allocated, as a depreciation expense, among the
periods in which the asset is expected to be used.

Depreciation stops when book value is equal to the scrap value of the asset. In the end, the sum of accumulated
depreciation and scrap value equals the original cost.

In general, depreciation is not considered as the valuation of the asset but as a cost allocated among the periods
in which the asset is expected to be used. This rule is considered as a method of calculating activity-based
depreciation expense.
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