MCC Capitalization Guidelines
Effective  05/19/09
Purpose and Scope

The purpose of this Policy is to establish standard procedures for capitalizing property, plant and equipment to facilitate the identification, reporting and safeguarding of District assets in compliance with generally accepted financial reporting requirements. This policy does not cover the amortization of costs related to software development.
Generalized Asset Value

Assets are valued at their historical cost. Donated assets shall be reported at fair market value on the date the asset is donated. Land costs should be capitalized but not depreciated. However, land improvements that increase the usefulness of the land but have limited lives should be depreciated over the useful life of the improvement. See Capital Asset Classes and Definitions more detail.
Depreciation Method

All Capitalized assets are depreciated using the straight line method.

Capital Asset Class and Definitions with thresholds :

1. Equipment & Furniture 

           The District will capitalize equipment and furniture purchased with a cost of    

           $5,000 or more and a useful life of 3 years or more.

             The assets cost includes the following: Cost of Asset, Freight Charges, Installation and   

             site preparation, Initial Training, and any subsequent improvements that meet the 

             requirements below.
           Individual assets that cost less than $5,000 but operate as part of a group or   

           networked system will be capitalized in the aggregate, using the group method if 

           the estimated average useful life of the individual asset is 3 or more years. A group 

           asset or network is determined to be where individual components may be below    

           the $5,000 but are interdependent and the overriding value to the District is on the  

           entire group or network and not the individual assets. 

      Note: Warranties, Service/Maintenance Contracts are not part of the asset and are    

      to be expensed as operational cost.
            With respect to Equipment and Furniture asset improvements, costs over $5,000 should     

            be capitalized if:

· The estimated life of the asset is extended by more than 25%, or

· The cost results in a significant increase in the capacity of the asset, or

· The efficiency of the asset is increased by more than 10%, or

· Significantly changes the character of the asset

             Improvements to Equipment/Furniture that do not meet at least one of these criteria     

             must be expensed as repair and maintenance.
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2. Buildings/Building Improvements 
The District will capitalize Buildings and Building Improvements purchased with a cost of $50,000 or more.
The assets costs shall include materials, labor, overhead directly related to the construction, building permits and fees, i.e. attorney and architecture. Interest on indebtedness related to the building will capitalized during the construction process. All direct costs incurred in preparing the building for the intended occupancy shall be considered to be a capital cost of the building.
Improvements must be an attached fixture and must increase the life or enhance the utilization of the building and have a cost of $50,000 or more.
3. Land

All cost incurred in acquiring land will be capitalized. These expenditures shall include the purchase price, closing costs, the assumption of any liens or mortgages, and all direct cost incurred in getting the land ready for use, i.e. clearing/razing existing structures. Any funds received in the process of readying the land for use will be used to reduce the cost of the land. Land cost are not to be depreciated.
4. Infrastructure

Improvements on land that have a life of their own exclusive of the land or buildings on that land with a cost of $50,000 or more should be capitalized as Infrastructure.
Infrastructure covers improvements to land but not associated to buildings. Capitalized infrastructure expenditures include sidewalks, outside lighting, roads, parking lots, treatment facilities, and other exterior projects.

5. Rental Books
Textbooks purchased for rental purposes are capitalized at cost and depreciated over a 3-year life.
Estimated Useful Lives 

Buildings                     

40 years



Improvements
             
15 years
Infrastructure
             
20 years
Office Furniture


10 years

Musical Instruments

10 years

Servers



5 years

Security Equipment

5 years

Machinery and Equipment
3 – 5 years
Retirements

Assets are retired when it is determined that the asset is no longer operable, has been replaced, or is no longer available for use. The Financial Services Department is notified by the Campus by use of the form Request for Disposing of Metropolitan Junior College District Equipment. 
Any questions regarding this form should be directed to Greg Kearney, 759-1409.
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