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Disclaimer 

 

Every care has been taken by BookSmart Accountancy Solutions in the compilation of the data contained herein and in verification of its accuracy when published, 
however the content of this guide is subject to change without notice due to factors outside the control of BookSmart Accountancy Solutions, therefore this should only be 
used as a guide. 

BookSmart Accountancy Solutions does not accept responsibility for any loss, damage, penalty, fine or error in misusing the information contained in this guide. 
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Setting Up Your Asset 

  

From the main dashboard, click the cog in the top right of the 
screen. 
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Menu Selection  
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Creating from the Chart of Accounts  

Click the new button in the top right of 
the screen to bring up a new dialog box. 
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Types of Asset  

This is where you will set up your asset. 
 
As you will see, there are two main types of asset: tangible and current. 
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Tangible Asset  

Tangible assets are generally physical items such as 
buildings, vehicles & equipment 



 

Pa
ge

8 

Current Assets  

Current assets are generally non-physical items such as 
Loans. 
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Setting up your Asset  

Let’s set up an asset. In this example, we will set up a company van.  
Account type: Tangible Asset 

Detail Type: Vehicle 

Give the asset a name. In the description box you could use the vehicle registration number. 

Select the currency it was bought in and the VAT rate. 

When you check the “Track depreciation” box, Quickbooks will automatically create subcategories for this asset: Original cost and 
depreciation 

Finally, enter the cost of the vehicle and the date purchased in the original cost boxes. 
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All finished  

Now you will see that in your chart of accounts you have an asset 
named company van with two subcategories; 1 for the original costs 
and the other for the accumulated depreciation. 



 

 

Pa
ge

11
 

Depreciating Your Asset 
Depreciation is a reduction in the value of an asset over time, due in particular to, wear and tear. This is an annual accounting exercise. 
 
First you need to decide which method you are going to use, then you must use this method for the life of the asset. 
 
Straight line is the simplest way to work out the loss of value of an asset over 
time. Straight line basis is calculated by dividing the difference between an asset's 
cost and its expected salvage value by the number of years it is expected to be 
used. 
 
With this method, you would depreciate your asset by the same amount every year 
until its value is nil or it is sold. 

Original Value 
less Salvage Value 
Depreciable asset cost 
 
Useful life of asset 
Depreciation rate per year 
 

£25,000.00 
£5,000.00 

£20,000.00 
 

5 years 
(£20,000.00 / 5) £4,000.00 

 
 
The reducing balance method of depreciation results in 
declining depreciation expenses with each accounting period. In other words, it 
charges depreciation at a higher rate in the earlier years of an asset. The amount 
of depreciation reduces as the life of the asset progresses. 
 
Using the same figures as before, here is the calculation using this method: 

Original Value 
Useful life of asset 
Depreciation rate 
 
Annual Depreciation 

£25,000.00 
5 years 

20% 
 

£5,000.00 
 

1st year 
Remaining value 
Amount of depreciation 
 

 
£25,000.00 
- £5,000.00 
£20,000.00 

2nd year  
Remaining value 
Amount of depreciation 
 

 
£20,000.00 
-£4,000.00 
£16,000.00 

3rd Year  
Remaining value 
Amount of depreciation 
 
And so on …. 
 

 
£16,000.00 
-£3,200.00 
12,800.00 
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Prepare to Depreciate  

To devalue or depreciate the asset, click on the “+” on the top right 
of the screen and select “Journal entry” 
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Journal Entry  

Select the currency you are working in, then date the journal. 

Line #1 select the depreciation expense category, then in the debit column, enter the amount you have decided to 
depreciate the asset by using the methods on the previous page. Enter a description for the journal entry. 

Line #2 select the depreciation subcategory of the asset, then enter the same amount in the credit column. The description will 
be copied. 

Do this for each asset. 
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Chart of Accounts  

Once the journal has been posted, you will see in the chart of accounts three values: 

1 – The current book value of the asset 

2 – the amount depreciated so far 

3 – the original cost of the asset. 
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Profit and Loss Account  

The profit and loss report now shows the total depreciation of all assets for the year the report is 
generated for. 
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Balance Sheet 

The balance sheet will show the accumulated depreciation, original cost and current value per 
asset 
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