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DEPRECIATION
OF CAPITAL ASSETS

Indiana State Board of Accounts

What is depreciation?

• An accounting method of allocating the cost of a 
tangible or physical asset (Buildings, Equipment, 
Infrastructure, other) over the life of the asset.

• Represents how much of an asset’s value has been 
used up.

Indiana State Board of Accounts
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• Capital Assets change from a schedule within 
supplementary information to a note disclosure.

• 2020 financial statements prepared in 2021

Indiana State Board of Accounts

Where and When will 
depreciation be included?

Indiana State Board of Accounts

Capital Asset Note (Draft) - 2020
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• Buildings
• Infrastructure
• Improvements other than Buildings
• Machinery, Equipment, & Vehicles

Indiana State Board of Accounts

What can be depreciated?

•Land - Assumed to have an unlimited 
useful life

•Construction in Process - Asset has to 
be placed in Service

Indiana State Board of Accounts

What does not depreciate?
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Indiana State Board of Accounts

How to get started?

Indiana State Board of Accounts

Depreciation Calculation

Yearly Amount of 
Depreciation

Asset value (Historical Cost)
Estimated Useful Life

***Accumulated Depreciation is the total depreciation to date
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• Asset Value
Historical cost or purchase price
What if you don’t know the Historical cost?
Obtain an estimate of replacement cost

- Insurance policy could have information
Determine the year of acquisition 
Use the Table of Cost Indexes to determine factor
Multiply Replacement cost by factor

Indiana State Board of Accounts

Depreciation Calculation Continued…

• Estimated Useful life
The number of years the assets will last

Indiana State Board of Accounts

Depreciation Calculation Continued…

• Must maintain a documented basis for:
Asset Valuation 
Estimated Useful Lives

• Internal Controls 
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• The County Bulletin – June 2018 (Volume 409, Page 7)
“Establishing the estimated cost of Capital Assets”

Indiana State Board of Accounts

Resources

• SBOA YouTube Channel –
https://www.youtube.com/channel/UC62Ozm0wY

81GZHipK2UrjLA
Capital Asset Training


