L International Journal of Research in Vocational Studies (IJRVOCAS)

m Vol. 1, No. 1, April 2021, pp. 11~17

@ 11

Comparison of Fixed Assets Depreciation Method and Direction
Influence on Company Profits
in PT Akasha Wira International Thk

Miftahul Anisa'*, Noor Amelia?, Rina Pebriana®
123Departement Economics and Business, Politeknik Negeri Tanah Laut, Indonesia

Avrticle Info ABSTRACT

Article history: The purpose of this research is to determine the calculation of the depreciation
. cost allocation for fixed assets and its effect on operating income when using

Received October 1, 2020 other alternative methods such as the double-declining balance depreciation

Revised February 10, 2021 method. Fixed assets will experience a decrease in economic value due to

Accepted April 25, 2021 usage, damage, and obsolescence due to economic factors and technical

factors. The method of depreciation of fixed assets that are used must be
following the applicable accounting financial accounting standards, including
Keywords: the straight-line depreciation method and the double-declining balance
Fixed Assets depreciation method. Sources of data used in this study are secondary data
e types. Secondary data obtained in this study are from the official website of
Deprec_latlon MethOd the IDX (Indonesia Stock Exchange) in the form of financial reports and fixed
Operating Profit asset data for 2014-2018. The type of data of this research is quantitative, while
the data processing method is the straight-line method and the multiple
declining balance method. The results of the analysis in this study can be
concluded that the method of depreciation of fixed assets used by the company
is the straight-line depreciation method because operating income which is
influenced by the straight-line depreciation method has a higher result

compared to the double-decreasing balance depreciation method.

This is an open-access article under the CC BY-SA license.

Corresponding Author:

Miftahul Anisa,

Departement Economics and Business,

Politeknik Negeri Tanah Laut,

JI. A. Yani KM.6, Panggung, Pelaihari, Tanah Laut, Kalimantan Selatan, Indonesia, 70815.
Email: miftahulanisaarmy@gmail.com

1. INTRODUCTION

In general, a company is established to obtain optimal returns on its operational activities and to invest
to maintain the smooth running of the business in the long term. The investment in question is an asset that is
used in the normal activities of a company that has an economic age of more than one year [1]. Fixed-asset
investment refers to the volume of activities in construction and purchases of fixed assets and related fees,
expressed in monetary terms during the reporting period [2].

To achieve this, effective asset management is required in the use, maintenance, and accounting
records. Every company has fixed assets, both tangible and intangible assets. Fixed assets can be used as a
means of support in the company's operational activities because without fixed assets it could be that the
business activity will not run well. So that will result in a decrease in profits at the company. The operating
performance of new economy companies may turn profitable and lead to rapid growth in revenues and profits

[3].
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According to PSAK 16 regarding fixed assets, fixed assets are tangible assets held for the production
process or provision of goods or services that are leased to other parties, or for administrative purposes, which
are used for more than one period. The economic value of a fixed asset will decrease due to usage, damage,
and out of date due to economic and technical factors so that it requires special management policies, both in
the use, maintenance, and accounting records, and affects its production activities. Over time, the value of a
fixed asset must be depreciated or charged appropriately, one way is to use the depreciation method. The
depreciation method according to PSAK 17 is the amount that can be depreciated and allocated to each
accounting period during the useful life of the asset using various systematic methods. Whichever method is
chosen, consistency is needed in its use, regardless of the level of company profitability and tax considerations,
to provide comparability of the company's operating results from period to period [4].

Each company in general must be able to calculate the allocation of the depreciation cost of fixed
assets based on the appropriate method because the amount of profit that the company will receive can vary
due to the application of different depreciation methods. If the depreciation method of the company's fixed
assets is not by the company's conditions or generally accepted accounting principles, it will affect the profit
that will be reported in each accounting period. In some cases, depreciation can trigger productivity losses and
higher producer unit costs [5].

PT Akasha Wira International Thk was established under the name PT Alfindo Putrasetia in 1985,
then the company name has been changed several times, most recently in 2010 with the company name PT
Akasha Wira International Thk. The Articles of Association of the Company have been amended several times,
the latest amendments were made by the Notary Deed of Jose Dima Satria, SH, M.Kn, No. 48 dated 25 June
2013 regarding changes to the Quorum, Voting Rights, and Decisions as well as regarding changes to the
Duties and Authorities of the Board of Directors. PT. Akasha Wira International Thk is engaged in the
manufacture of drinking water products and cosmetic product distribution. The company has several types of
fixed assets, namely, buildings or buildings, machinery and equipment, facilities and infrastructure, tools and
equipment, IT equipment, dispensers, and vehicles.

Based on this description, it is necessary to understand further the fixed asset accounting policies that
have been implemented by the company and compare them with the theories that have been studied. The author
also chose the title "Comparison of Fixed Asset Depreciation Methods and Their Effect on Company Profits
at PT Akasha Wira International Tbk".

2. RESEARCH METHOD
3.1. Types of Data

This research uses quantitative data types of research. Quantitative data research is a method used to
describe the actual situation based on existing conditions in the field, usually analyzed by providing a clearer
picture of the object under study. Many previous studies of patent analyses for technological trends and
strategies are dependent on only quantitative analyses using structured data such as keyword networks and
indicators, thus, these studies are difficult to offer detailed technological key components and trends on
scientific perspectives [6], but the author uses quantitative research because the researcher wants to go deeper
into the calculations related to the depreciation of the company's fixed assets, such as the straight-line
depreciation method and the double-declining balance depreciation method as well as calculating the
company's profit at PT Akasha Wira International Tbk.

3.2. Data Sources

This study uses secondary data sources. Secondary data is data collected from information obtained
indirectly from the company but is obtained from document information held by the company. (Astuti, 2019).
The author obtained secondary data from the official website of the IDX (Indonesia Stock Exchange).
Secondary data used are financial reports such as profit/loss statements and fixed asset data at PT Akasha Wira
International Thk in 2014-2018 [7].

3.3. Data Processing Method

The third stage is the data processing method. This method is a method of depreciation of fixed assets,
in which the calculation of depreciation of fixed assets can be done by several methods that can be grouped,
including:
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1)

a)

b)

2)

3.

Straight-Line Depreciation Method

The straight-line depreciation method is a method of depreciation of fixed assets that provides the
same benefits for each period during the period. the useful life of the assets concerned and asset loading is
not affected by changes in the production process or asset efficiency. The straight-line depreciation method
is a method of depreciation of fixed assets that provides the same benefits for each period during the period.
the useful life of the assets concerned and asset loading is not affected by changes in the production process
or asset efficiency. Therefore, the linear depreciation method is simple and accurate, does not require large
recalculations of amounts, it is usually used for large objects such as buildings, structures, livestock, etc.
Accounting depreciation measured by the straight-line method is set equal to a replacement, possibly with
a correction for changes in prices [8]. Using the straight-line method, the amount of expense depreciation
during the period can be calculated as follows:

Calculating Depreciation
Cost—Residual Value
Benefit Period

Expense Depreciation Expense =

Depreciation Rate

(100%)
Benefit Life
Double-declining Balance Depreciation Method

The depreciation method uses the multiple declining balance method, where the periodic depreciation
expense is calculated by multiplying a percentage rate to the asset book value, the depreciation rate is
generally used twice the straight-line depreciation rate. According to the accounting policy of the company
double-declining balance method is used in tax accounting and the annuity-based depreciation method in
management accounting. To simplify, let us assume that the expected useful life is equal to the useful life
for all types of accounting [9].

So it is called the double-declining balance method. The formula is:

Depreciation Rate =

100%
Straight—Line Depreciation Rate

Depreciation Rate = 2 X

RESULTS AND DISCUSSION
The comparison of the amount of operating profit obtained by calculating using the straight-line

depreciation method and the double-declining depreciation method are as follows:

Table 1. Comparison of Operating Income
(In Millions of Rupiah)

No | Year Straight Line Method Double-Declining Balance Method

Dep?e(c):?;tion Operating Profit Depg?:?ztition Operating Profit
1| 2014 Rp 940,360 Rp 30 603. 640 Rp 1,880,720 Rp 28,366,087
2 | 2015 Rp 940,360 Rp 32,554,640 Rp 1,730,262 Rp 30,317,087
3 | 2016 Rp 940,360 Rp 55,498,640 Rp 1,591,841 Rp 53,711,087
4 2017 Rp 940,360 Rp 38,066,640 Rp 1,464,494 Rp 35,829,087
5 | 2018 Rp 940,360 Rp 52,588,640 Rp 1,347,335 Rp 50,351,087
Total Rp 4,701,800 Rp 209,312,200 Rp 8,014,652 Rp 198,574,435

Source: Processed Data 2014-2018
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The comparable operating profit in table 1, shows that the company has increased from 2014 In 2016,
both from the straight-line depreciation method and the double-declining balance depreciation method,
however, in 2017 the profit decreased by Rp. 35,829,087 then in 2018 the company again recorded an increase
in profit of Rp. 50,351,087.

Based on the explanation in table 4.6, it can be seen that the comparison chart of operating income and
the depreciation method is as follows:

Ferbandingan Laba Usaha dan
Metede Penyusutan

Figure 1. Comparison of Operating Profits and Depreciation Method

Figure 1 on the comparison chart of operating income and the depreciation method at PT Akasha Wira
International Thk, shows that the straight-line depreciation method during 2014-2018 has the same amount of
depreciation expense and the value of operating profit has changed every year. Meanwhile, the double-
declining balance method experienced changes in depreciation costs and operating profits each year during
2014-2018.

The difference in the comparison of depreciation costs according to PT. Akasha Wira International Thk
can be seen in the following table:

Table 2 Difference in Operating Profit
(In million rupiah)

Depreciation Method
No | Year Difference
Straight-line Balance
Decreased Double

1 2014 Rp 30,603,640 Rp 28,366,087 Rp 2,237,553
2 2015 Rp 32,554,640 Rp 30,317,087 Rp 2,237,553
3 2016 Rp 55,498,640 Rp 53,711,087 Rp 1,787,553
4 2017 Rp 38,066,640 Rp 35,829,087 Rp 2,237,553
5 2018 Rp 52,588,640 Rp 50,351,087 Rp 2,237,553

Source: Result Data Processed 2014-2018

The difference in operating profit in table 2 above shows the difference in operating profit of PT Akasha
Wira International Tbk using the straight-line depreciation method with the multiple declining balance
depreciation method. Where the difference between the straight-line method and the double-declining balance
method, in 2014, 2015, 2017, and 2018 was IDR 2,237,553, while in 2016 it was IDR 1,787,553.

The results of the discussion in this study indicate the differences between the two depreciation methods
used by several companies in Indonesia. One of the companies that the authors adopted in this study, namely
PT. Akasha Wira International Tbk, which uses the straight-line depreciation method as the depreciation
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method for the company's fixed assets. The depreciation method of fixed assets itself has a very indirect effect
on company profits, this is due to differences in the determination of the acquisition price or cost of tangible
fixed assets as the basis for calculating the depreciation applied by the company by the results of the analysis
that has been done before on the depreciation method of assets remain tangible. The profit earned by the
company apart from operational activities is also obtained from the sale of tangible fixed assets.

The amount of depreciation expense calculated using the double-declining balance depreciation method is
greater than using the straight-line depreciation method so that the straight-line depreciation method is more
profitable than the double-declining balance method. As for the use of the double-declining balance
depreciation method, it is necessary to have a large number of calculation variables that must be involved in
the company's operational activities so that accuracy is needed in calculating the estimated operating costs in
these fixed assets, in this case, the type of fixed assets of the building or building is more appropriate using the
straight-line method of calculation compared to other types of fixed assets. This is because the straight-line
method only calculates the allocation of the function and the time to use the asset as its basis, while the double-
declining balance method is to calculate the percentage value in the initial book of product purchases for a
certain period.

Here is a graph comparing the difference in depreciation of fixed assets between the method of straight-
line depreciation method depreciation double-declining balance and operating income of the company,
according to the results of the analysis has been done:
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Figure 2 Graphics Comparison Difference Depreciation of Fixed Assets and Operating Income

Based on the explanation graphic image 2, then It can be seen that there is a depreciation expense for fixed
assets between two different methods, in 2014-2015 it had a difference of Rp. 2,237,553 but in 2016 the
difference in value decreased by Rp. 1,787,553 and in 2017-2018 there was an increase in the difference in
value back to Rp. 2,237,553. The decrease in the value of the difference in 2016 was due to the increase in the
company's operating profit due to a significant increase in the components of the financial statements in each
of its items, resulting in the value of the difference in 2016 being smaller than in other years. This comparison
is carried out to determine the magnitude of the impact of using different fixed assets depreciation methods on
the operating income obtained by the company each year for 5 years, namely in 2014-2018.

The size of the results obtained from depreciation costs will certainly greatly affect the company's operating
profit. The greater the company's depreciation expense, the smaller the profit the company will get. Therefore,
the depreciation method applied by the company has an influence on the amount of company profit during the
useful life of the asset [10].

4. CONCLUSION

Based on the results of the discussion on the research that has been conducted, it can be concluded
that the amount of depreciation expense for fixed assets on the type of fixed assets of buildings or buildings
owned by PT Akasha Wira International Tbk has an impact on the amount of operating profit that the company
receives. The calculation of company profit using the straight-line depreciation method from 2014-2018
amounted to Rp. 209,312,200. While the calculation of company profit using the double-declining balance
method is Rp. 198,574,435. So it can be seen that the operating profit reported by PT Akasha Wira International
Tbk using the straight-line depreciation method has higher results compared to the double-declining balance
depreciation method.
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