CHAPTER 7   :   RECONCILING THE FIXED ASSETS

The next stage is to look at the balances on our fixed asset and depreciation accounts in the nominal ledger and confirm that these are correct 

We may also need to set up the fixed asset register if this has not yet been done by the bookkeeper

On examining our trial balance, we can see that we have a balance on the computer equipment account of £2500 but no depreciation has yet been processed

After further discussions with Mr. Torres, we are informed that the bookkeeper was unsure how to set up the fixed asset register or how to process the depreciation charges and hence did not tackle this area

Also, Mr West informs us that he remembers that the business purchased both office equipment and computer equipment during the period but couldn’t recall the details. 
We will need to separate these as two different asset accounts as different depreciation rates are used for each category 

PROCEDURE

(1) Review the nominal activity for account 0040 which will show us which fixed asset purchases have been posted to date

Highlight any which should have been posted to office equipment and make the necessary corrections

(2) Review the list of transactions for the year for any other additions to fixed assets that have not yet been processed or which have been posted to the wrong account

If any errors are highlighted then these should be corrected at this stage

(3) Create the necessary fixed asset categories to be used

(4) Enter details of each fixed asset purchased in April into the asset ledger entering the correct posting details for depreciation applicable to each one 

Remember the depreciation rates mentioned in the introduction

--  office equipment

:
straight line over 4 years

--  computer equipment       : 
reducing balance at 35% per annum

(5) Process the depreciation charges for April 2010
(6)
Now repeat steps 5 and 6 for those assets purchased in May and June 2010
(7)
Print or preview a fixed asset valuation report and ensure that it matches the one shown overleaf

Again, the corrections are listed overleaf for reference only

FIXED ASSET CORRECTIONS

(1) We can see from account 0040 that the computer hardware and software have been correctly posted to this account

(2) On 20 April the office equipment purchased for £1500 plus VAT from John Smith and Co has been mistakenly posted to account 7504 for office stationery

Edit transaction 18 and change the nominal code from 7504 to 0030

(3) Two fixed asset categories need to be created for office equipment and computer equipment

(4)
In the fixed asset register details will need to be entered for the following assets:



Office Equipment

:
General Office Equipment


Computer Equipment
:
Computer Hardware







Computer Software


(5)
Once the depreciation has been correctly posted, the fixed asset valuation report should match the one overleaf


