DEPRECIATION NOTES FOR CHAPTER 4
Depreciation: Writing off the cost of an asset to expense over its useful life.

Depreciable Asset: A physical asset that keeps its shape and size but becomes useless or obsolete.
Accumulated Depreciation: All depreciation added up to date.

Straight-Line Depreciation: Writing off equal amounts of depreciation every period (month, quarter or year).

Under the Straight-Line Method the Depreciation Expense equals Cost of Asset divided by Useful Life (see below).
	
Cost of Asset

Depreciation Expense =  ---------------------------------

Useful Life




Useful Life: The amount of time an asset is expected to be useful.

Years to Months Conversion for the most Commonly Used Useful Life Choices:

5 years =   60 months

7 years =   84 months

10 years = 120 months

20 years = 240 months

30 years = 360 months

Book Value: The amount at which assets are shown on the Balance Sheet.  Book value equals Cost of Asset minus Accumulated Depreciation.

Book Value = Cost of Asset – Accumulated Depreciation

