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US GAAP: Component depreciation is permitted but not common.

IFRS: Component depreciation is required if components of an asset have differing patterns of
benefit. Each part of an item of property, plant and equipment with a cost that is significant in
relation to the total cost of the item should be depreciated separately.
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IFRS (continued)
An entity will have to identify the significant parts of the asset on initial recognition in order

for it to depreciate the asset properly.
There is no requirement to identify all parts.

IAS 16 requires entities to derecognize an existing part when it is replaced, regardless of
whether it has been depreciated separately, and allows the carrying value of the part that
has been replaced to be estimated, if necessary.
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US GAAP: A change in a depreciation method is accounted for as a change in an accounting estimate
effected by a change in accounting principle. Such a change is accounted for prospectively in (1) the period
of change if the change affects that period only or (2) the period of change and future periods if the

change affects both.

Prior to the effective date of the guidance in ASC 250, changes
in depreciation methods were required to be treated as a
change in accounting principle recognized in net income in the
period of change as a cumulative effect adjustment.
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IFRS: A change in a depreciation method is accounted for as a change in an
accounting estimate. Such a change is accounted for prospectively in (1) the period of
change if the change affects that period only or (2) the period of change and future
periods if the change affects both.

A change in the expected pattern of consumption of the future
economic benefits embodied in a depreciable asset affects
depreciation expense for the current period and for each future
period during the asset’s remaining useful life. The effect of the
change relating to the current period is recognized as income or
expense in the current period. The effect, if any, on future periods is
recognized as income or expense in those future periods.
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