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Abstract



The Study took up The Effect of Depreciation Account Methods on
Financial Statements Data in the Sudan, and the problem was represented
in the number of methods of calculation of depreciation, which in turn
affects the output of firms’ works and their financial positions positively
or negatively. The study aimed at the definition of the effectiveness of the
depreciation method and definition of depreciation method which
achieves the goals of the management and foreign bodies.

In order to achieve the goals of the study, the validity of the following

hypotheses was stipulated to be tested:

- Selection of depreciation method in the Sudan depends on the nature
of the work of the institution.

- The most widely used depreciation method for the firms in the Sudan
is the Straight Line Method.

- The use of the Straight Line Method doesn’t lead to the real or true
charging of depreciation from year to year.

- The process of selection of certain depreciation calculation method
affects directly measurement of the current period income and the
previous periods.

- The method of Sum of- The- Years- Digits is one of the best methods
of depreciation to charge larger depreciation in the first years, and less
depreciation charging in the last years of fixed assets when
maintenance costs increase.

The study methodology:-

The study adopted the deductive methodology to define the study
axes and setting the hypotheses and the inductive methodology to test the
veracity of the hypotheses and the historical methodology to compile
literature of previous studies which are related to the subject, also the
study depended on the descriptive analytical methodology that is based
on the concept of the applied study of the Sudan Gum Arabic Company
by testing the different depreciation calculation methods using its
financial data.

The study data is collected from the Gum Arabic Company covered the

period 2000-2004.

The study arrived at the following results:-

- The selection of the method of depreciation does not depend on the
work nature of the firm, and there is no luxury to have the choice of
the suitable depreciation calculation method in the Sudan; rather it is
determined by the Taxation Chamber.

- The most widely used method in the Sudan is the Straight Line
method.



The different depreciation methods have an effect on the firm’s profits
and its financial position.

- The use of the Straight Line method doesn’t lead to the real charging of
depreciation from year to year.

The Sum of- the Years- Digits method is one of the best depreciation
calculation methods, because it charges bigger depreciation
installments in the first years and lesser depreciation installments in
the last years of the fixed asset, when maintenance costs increase and
therefore it exposes the real profit of the firm.

The most important recommendations that the study suggests:-

The necessity for adopting a flexible policy - through the responsible
bodies- to select depreciation method that achieves the goals of the
firm.

To study the possibility of adopting the Sum of- the Years- Digits
method in calculating depreciation to apply it as an official method of
depreciation for its several advantages.

Paying consideration to the factors affecting assets like physical
obsolescence, technical know how development,...etc when selecting
the adequate method of depreciation.



