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CAPITALIZATION & USEFUL LIFE 

PROCEDURE FOR FIXED ASSETS 

 

Capital assets shall be defined as any individual asset having an acquisition cost or donated value (if the 

asset is donated) of $ 5000 or greater and an expected life of greater than one year. Formal Accounting 

records/inventory records shall be maintained for such assets. 

 

A capital asset is a piece of property that meets all of the following requirements: 

 

1. The asset is tangible and owned by the School.  

 

2. The asset is used in the operation of the school system’s activities. 

 

3. The asset has a useful life of longer than the current fiscal year. 

 

4. The asset acquisition costs is at least $5000. 

 

Because school library assets represent an insignificant amount of a School’s total capital assets, such 

assets (unless they individually exceed $5,000) will be expensed in the Government-Wide Financial 

Statements in the year of acquisition and therefore will not be capitalized and depreciated. This practice is 

consistent with the fact that library books and materials are continually replaced on an ongoing basis; hence 

a constant expense provision for these assets is reflected in the financial statements for any given fiscal 

year. 

 

Building Improvement Definition 

 

Building improvements are capital events that materially extend the useful life of a building or increase the 

value of a building, or both. Except for certain component units which are described below, building 

improvements should be capitalized and recorded as an addition of value to the existing building if the 

expenditure for the improvement meets or exceeds the capitalization threshold, and the expenditure 

increases the life of the building by 15 percent of the original life period. 

 

Normally, the renovation or improvement will be depreciated over its useful life not to exceed the 

remaining life of the original asset. New component units such as HVAC, plumbing systems, sprinkler 

systems, elevators, roofs, etc. will be capitalized separately if they meet the capitalization policy, and the 

old component will be removed from the property report, if those costs are identifiable. The new 

component will be depreciated over the shorter of its useful life or the remaining life of the 

Building/Structure. 

 

 

 

 

DEPRECIATION PROCEDURE 

 

All depreciation shall be calculated by using the straight line method in conjunction with the half year 

convention. In using the half year convention, one half a year depreciation will be calculated in the year of 



 

 

acquisition and one half year deprecation will be calculated in the year the assets is disposed of. The 

following useful lives shall be utilized to depreciate fixed assets, except for land, which is not depreciated. 

 

Buildings 

Mobile/Portable Classrooms     20 years 

Permanent Buildings       60 years 

Building Additions  

Remaining Useful           up to 60 years 

Building Improvements 

Remaining Useful           up to 60 years 

Machinery & Equipment  

Vehicles (trucks, vans, tractors, forklifts, etc)                      5 to 10 years 

Kitchen Equipment       12 years 

Computer Hardware         4 years 

Outdoor Equipment       20 years 

Miscellaneous Equipment              5 to 10 years 

Buses                             8 to 15 years 

Exhaustible Land Improvements           10 to 60 years 

 

RESIDUAL VALUE  

 

The residual value for calculating Depreciation shall be zero. This is justified because it is expected any 

residual value of fully depreciated assts will be virtually worthless. 

 

IMPAIRMENT OF CAPITAL ASSETS 

 

A capital asset is considered to be impaired if the asset experiences a significant and unexpected decline in 

its service utility. The service utility of a capital asset is the expected usable capacity at acquisition which 

the basis for determining a useful life.  

 

A capital asset may be impaired due to events or changes in circumstances, such as physical damage, 

obsolescence or changes in technology, enactment or approval of laws or regulations or other changes in 

environmental factors, a change in manner or duration of use, or a construction stoppage. A capital asset 

that becomes impaired is to be revalued to reflect its decline in service utility. 

 

Impairments are considered to be permanent; therefore a temporary decline in an asset’s service utility does 

not affect the carrying value of the asset. If in future years the events or circumstances that caused an 

impairment change, the past impairment losses recognized are not reversed. Impairment losses are 

generally reported as a direct expense to the program that uses or used the impaired capital asset. If the 

impaired asset still has utility, a change in the remaining useful life of the impaired asset may be warranted.  

 

The carrying amount of impaired capital assets is to be included in the school district’s capital assets 

balance. Insurance recoveries related to impaired assets are reported net of the related loss when the 

recovery is realized or realizable in the same fiscal year as the loss. Otherwise, restoration or replacement 

costs of an impaired capital asset are reported as a separate transaction from the related insurance recovery. 

 

DISPOSITION OF ASSETS 

 

When fixed assets are sold or otherwise disposed of, the Capital Assets records should be relieved of the 

cost of the asset and the associated accumulated depreciation. Items will be removed on an annual basis in 

conjunction of the annual update. The appropriate depreciation will be taken the year of disposal. 


