Axis 08-01: Acquisition of tangible
and intangible fixed assets

1-Intangibles fixed assets
1-1- Intangibles fixed assets definition

An intangible fixed asset is an identifiable, non-monetary
and immaterial, controlled and used by the entity in its ordinary
activities (commercial, production and service).
Account number of intangible fixed asset is 20 and divided to:
203 Fixables development expenses
204 informatics software and similar
205 concessions, patents, licenses and trademarks
207 acquisition difference (good will)
208 other intangible fixed assets
1-2- Accounting treatment of intangible fixed assets
» When the intangible fixed asset is acquired directly from

the fixed asset suppliers, the registration is as follows:

Invoice Date
20x intangible fixed asset X
4456 deductible v.a.t X
404 | Fixed asset suppliers XX
(fixed asset acquisition Invoice no)

Example 01: Acquisition of computer software on account for
38000 DZD. 2000 DZD was paid in cash for the expenses
necessary for the operation of the program and 10000 DA in
cash for the expenses of training the users of this program.

Invoice Date
204 computer software 40000
621 Employees external to the entity | 10000
4456 deductible v.a.t 9500
404 | Fixed asset suppliers 45220
53 | Cashbox 14280
(fixed asset Invoice no)

Example 02: Buying a commercial store for 240000 dinars
with a check that includes the following: a building with a
value of 60000 dinars, land with a value of 90000 dinars,
industrial equipment with a value of 50000 dinars, and the rest
represents the acquisition gap ( or good-will).

Invoice Date
207 acquisition gap ( or good-will). 40000
211 lands 90000
213 building 60000
215 industrial equipment 50000
512 | Bank 50000
(Acquisition Invoice)

Acquisition difference (Goodwill) represents the difference
between the amount paid and the net amount of the items
obtained from the acquisition.

» When the intangible fixed asset is produced within the

entity, the accounting registration goes through two staps:
The first stap: recording the expenses incurred in production
of the asset, according to their nature, in the accounts 6:

Date
6XX Expenses incurred X
4456 deductible v.a.t X
5/4/3 | Invent Acc / third party / financial Acc X X
(Recording the expenses according to
their nature in A/6)
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The second step: when the production of the intangible asset is
completed, it is introduced into the assets by the total expenses
incurred:

Date
Intangible fixed assets produced X
Capitalized product of intangible assets X
(capitalizing expenses+ Self-delivery)
Example On 03/05/2010 The entity’s engineers developed a
computer program to manage the inventory. This required
wages of engineers external to the entity of 45000 DZD, paid
by check, and 15000 DZD consumable raw materials.
03/05/2010
Raw materials
Employees external to the entity
deductible v.a.t
Raw materials and supplies
Bank
(Recording the expenses
according to their nature)

20x
731

601
621
4456

15000
45000
8550

31
512

15000
53550

204 computer program 60000
Capitalized production of
intangible assets

(capitalizing expenses)

731 60000

2-Tangibles fixed assets
2-1- Tangibles fixed assets definition

A tangible fixed asset is a tangible asset held by the entity
for production, provision of services, leasing and use for
administrative purposes, which is assumed to last for more than
one fiscal year. It consists of the tangible assets mentioned in
the table above.
2-2- Accounting treatment of tangible fixed assets
2-2-1- Purchase cost, production cost

Fixed assets are included in the entity's assets at acquisition
cost (if purchased), or at production cost (if produced within
the entity).
The purchase cost is equal to the purchase price outside tax
minus the discounts, plus all necessary operating expenses (all
expenses are added to it until the installation becomes
operational).
Cost of production is equal to the sum of production costs.

2-2-2- Principles of grouping or separating fixed assets

In assembling or separating fixed assets, the following

principles shall be observed:

> Items with a weak value (less than 30,000 DZD) can be
considered as if they were completely consumed in the
fiscal year in which they were used, and therefore they are
not recorded in their respective accounts in the form of
fixed assets, but are recorded in account 605” Purchases of
equipment and supplies”.

» Components of an asset are treated as separate items if they
have different useful lives or provide economic benefits to
the entity at different rates.

Lands and buildings constitute distinct assets and are treated

separately even if they were acquired together because

buildings are depreciable assets while lands are non-

depreciable assets. P02
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2-2-3- Registration of fixed assets received as contributions
When forming an individual private enterprise:

Cilad luaS dalical) £ clinfill o i -3-2-2
e LaS (ralanall i) (685 A9 R A 3a (5985 218

Date
tangible asset received X
Exploitation funds X
(Allocate a tangible fixed asset to
establish a private enterprise)

21x
101

When forming a company :

Date

tangible fixed asset promised X
Partners: Operations on Capital X
(Provision the tangible fixed asset

21x
456

Promised)

2-2-4-Accounting entry of fixed assets acquired through

purchase

» When a tangible fixed asset is acquired directly from fixed
asset suppliers, the registration is as follows:

Invoice Date
21x tangible fixed asset aquired X
4456 deductible v.a.t X
404 | Fixed asset suppliers XX
(fixed asset acquisition Invoice no...)

» When a tangible fixed asset is acquired by sending a fixed
asset purchase request to the supplier:
The first stage: register the request sent with an advance:

request Date
238 Advances for requesting fixed assets X
512 | Bank or Cashbox X
(check no or cashbox receipt no...) XX

The second stage: when the required fixed asset is received,
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the supplier remains in credit of the remaining amount:
Invoice Date
21 tangible fixed asset aquired X
4456 deductible v.a.t X
238 | Advances for requesting fixed assets X
404 | Fixed asset suppliers X
(fixed asset acquisition Invoice no...)
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2-2-5-Accounting entry of fixed assets produced in the entity
» When the tangible fixed asset is produced within the

entity, the accounting registration goes through two staps:
The first step: recording the expenses incurred for the
production of the intangible fixed asset, according to their
nature, in the accounts 6:
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Date
Expenses incurred X
deductible v.a.t X
Invent Acc / third party / financial Acc

6XX
4456

5/4/3 X X

(Recording the expenses in A/6)

The second step: when the production of the tangible asset is
completed, it is introduced into the assets by the total
expenses incurred:
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Example

The entity's workers built an administrative building for the entity's
needs. This required workers' wages of 54000 DZD, paid by check,
and raw materials 45000 DZD.

Accounting registration goes through two steps:

The first step: recording the expenses according to their
nature :

Date
631 staff remuneration 45000
601 Raw materials 54000
31 | Raw materials and supplies 45000
512 | Bank 54000

(Recording the expenses
according to their nature)

The second step: introduction of the building into the assets :
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Aplication: Caaadad

5)On 04/01/2010, the entity submitted an advance to the
supplier worth 5000 in cash in order to obtain an advanced
production machine worth 54000 (excluding tax).

A month later, it obtained the machine and put it into
production. It paid in cash the transportation expenses of 4000
DZD (exclusive of tax). Its installation expenses are 2000 DZD
(excluding tax) and the expenses of training workers to work
on it are 2380 DZD (including tax)

bn 05/15/2010, the rest of the amount was paid by bank check.

04/01/2010
Advances for requesting f assets
53 | Bank or Cashbox
(check no...)
05/01/2010
Industrial equipment and tools
Employees external to the entity
deductible v.a.t
238 | Advances for requesting f assets
404 | Fixed asset suppliers
53 | Cash box
(fixed asset acquisition
Invoice)

238 5000

5000

215
621
4456

60000
2000
11780
5000
59260
9520

05/15/2010
Fixed asset suppliers
Bank

404 59260

512 59260

( check n° ...)
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