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Depreciation methods and life-cycle

costing (LCC) Methodology
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8. Conclusion

In this work, the accounting framework of tangible assets using IFRS and US GAAP and the depreciation
methods together with fair value accounting following LCC methodology are examined. The LCC valuation method
with the main depreciation methods are being tested for two kinds of tangible assets: a commercial real property
asset and a vessel Handymax. The contribution of the paper consists of: a framework of good practices in tangible
assets management building upon the assertion that LCC is fundamental for securing best value for money on
property valuation; a literature review (IFRS and US GAAP principles and accounting standards for fixed assets); a
literature review for depreciations methods; a critical perspective of the used accounting depreciation frameworks,
providing a comparison of each framework against LCC methodology. Fixed asset management is not an easy case.
Management of the firm must ‘confront’ several difficult issues when acquiring an asset, such as the classification,
the valuation method and measurement, the monitoring, the depreciation of its value and the effects of each
decision, relating to fixed assets, in the income statement and shareholders’ equity. Depreciation as an accounting
practice has the same point of view with LCC methodology. Thus, cost accounting and depreciation methods and
the fair value accounting following LCC facing the same problem, the time value of tangible assets.
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