
In-kind Gift Estimation Method 
 

Written by Paul Lin 
August 1, 2007 

 
The in-kind gifts that we will likely receive are depreciable assets such as equipments, 
products or systems.  If the asset is brand new, then the value is the same as the purchase 
price.  If the asset has been used, we will estimate its depreciation.   
 
In general, there are two depreciation reduction methods: General Depreciation System 
(GDS) and Alternative Depreciation System (ADS) [1].  The GDS is commonly used in 
industries from the tax exempt purpose.  Its depreciation mimics an exponentially 
decaying function.  The ADS, on the other hand, provides a longer recovery period and 
uses only a simple linear depreciation scale.  Property that is placed in any tax-exempt 
use and property used predominantly outside the United States are examples of assets that 
must be depreciated under ADS.   
 
Table I shows a list of class life (expected life span) and the recovery period using the 
two methods.   
 

TABLE I 
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To calculate the depreciation year after year using the GDS, we can use Table II which 
shows the GDS recovery rates for six classes (i.e. 3, 5, 7, 10, 15 and 20 years).  
 

TABLE II 
 

 
 
Example of Value Estimation 
 
A typical computer has class life of six years as indicated in Table I, but, the recovery 
period of the GDS is only five years.  This does create a problem in calculating the 
depreciation.  As we take a close look at Table II, we will find that the number of 
recovery period is actually listed as six years because we count ½ year in the first year, 
and another ½ year in the last year.  This is known as half-year convention.  If an asset 
was placed in service during the year, ½ year of depreciation is allowed. Likewise, if the 
asset is disposed before the full recovery period, only half the normal depreciation can be 
taken for that year.   
 
The remaining value of an asset is the deprecation deducted from its purchasing price.  
For instance, a PC was purchased in August 2005 for $2000, and it is donated to our 
college in May 2007.  Using Table I (Asset Class 00.12) and Table II (5-year recovery 
period), the depreciation is calculated and listed as follows: 
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Calendar Year Depreciation Note 
2005 0.1000 = 0.2000*0.5 
2006 0.3200 = 0.3200*1.0 
2007 0.0960 = 0.1920*0.5 

TOTAL 0.516  
 
As a result, the remaining value of the PC is estimated as $2000 x (1-0.516) = $968.   
 
 
Recommendation 
 
It is recommended that we use the aforementioned procedure based on the GDS system to 
estimate the depreciation which leads to the remaining value.   
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