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1. Purpose 

This policy establishes guidelines to capitalize and depreciate long-term assets in compliance with 

Government Accounting Standards Board (GASB) Statement No. 34 and GAAFR (Government 

Accounting, Auditing and Financial Reporting).  The recording of capital assets is required to 

provide control of and accountability of capital assets, provide a record for insurance valuation and 

to provide a basis for a capital replacement plan. 

 

2. Policy 

Capital assets are inventoried, safeguarded, maintained, and controlled. A Capital Asset is an asset 

that has an initial life extending beyond one reporting period.  Capital assets of $5,000 or more will 

be depreciated over the useful life of the asset and those between $500 and $5,000 will be expensed 

but recorded in the inventory system.  All Capital Assets must be tagged to facilitate the tracking of 

all assets. The Comptroller maintains accountability over all tangible asset records and such records 

will be verified by a physical inventory by each department once a year.  

 

3. Procedures 

A. Internal Controls 

1. Capital asset responsibilities must be distributed among several positions to maintain 

and control assets. Each department must have procedures in place to adequately 

safeguard assets from loss, waste or misuse.  

2. The Town Comptroller has the custodial and supervisory duties of the capital asset 

system and designates one staff member in Audit and Control as the Capital Asset 

Manager. The Capital Asset Manager receives all invoices for the purchase of capital 

assets and creates an asset in the inventory system. An asset tag is assigned and 

recorded in the inventory system.  The tags are sent to the department who purchased 

and/or received the asset. The receiving department affixes the tag to the asset. 

3. Each department will receive a list of their current inventory and will be required to 

confirm the list to their physical assets annually and provide any changes to the 

Internal Auditor. The Internal Auditor will perform periodic physical inventories and 

will resolve any discrepancies. 

B. Asset Valuation 

1. Capital assets- including infrastructure are reported at historical cost or fair market 

value on the date of donation, including ancillary charges to place the asset in its 

intended location, installation and capitalized interest, net of depreciation. If the cost 

is not available, an estimate may be used to record the capital asset.  All costs should 

be documented, including methods and sources used to establish estimated costs. 



 

 

 

2. Self-constructed Assets- All direct costs including Town labor associated with the 

construction project that meets the capitalization criteria of over $5,000 is included 

in the cost of the asset. 

 

3. Donated Assets- Assets acquired by gift, donation or payment of a nominal sum not 

reflective of the asset’s market value shall be assigned cost equal to the fair market 

value at the time of acquisition. Fair market value represents the price actually given 

in current market dealings. 

 

4. Asset System – Many assets consist of multiple components that make up the asset.  

This is particularly true for Personal Computer systems.  The Town of Huntington 

has decided to value all Personal Computers as a system (CPU plus monitor). A 

system has the following characteristics: 

 

a. Consists of multiple property sub-units which function together as a 

single unit. 

b. Individual sub-unit costs are generally not significant in comparison to 

the total cost of the entire system. 

c. Normally, individual sub-units would not meet the capitalization criteria. 

The grouping as a whole, however, qualifies as a Controlled Asset ($500 

acquisition cost). 

d. When a sub-unit is replaced, it generally does not extend the life of the 

larger asset.  Therefore, replacement would generally be treated as 

maintenance expense. 

e. Each sub-unit is integrated and configured in such a way as to make 

identification of individual components difficult.  Therefore, it is 

impractical to tag, track, and inventory each sub-unit. 

 

C. Asset Classification 

There are three types of capital assets that are maintained in the Town’s asset inventory 

system: 

1. Depreciable Capital Assets- Capital assets that benefits more than one fiscal period 

with a cost of $5,000 or greater. 

2. Non-Depreciable Capital Assets- Capital assets that benefit more than one fiscal 

period with a cost of more than $500 but less than $5,000.  Land is considered a non-

depreciable capital asset at any cost. 

3. Depreciable Intangible Capital Assets- Identifiable assets that cannot be seen, 

touched or physically present that benefits more than one fiscal period with a cost of 

$5,000 or greater such as computer software, patents or copyrights. 

 

        Capital assets are classified in one of the following categories: 



 

 

1. Land- Expenditures for the contracted cost of the land purchase and related 

expenses such as closing costs, broker’s commission, legal fees for examining and recording 

ownership, cost of ownership guarantee insurance policies, cost of real estate surveys, cost 

of razing old buildings, structures or other improvements acquired with the property, 

draining, clearing, landscaping, land filling, and grading costs.  Excluded are fees for 

ownership searches, expenditures in connection with disposal of refuse, costs of utility 

easements, and repairs to other improvements. 

 

2. Building and Building Improvements- Expenditures for the purchase price of 

acquiring an existing building, contracted construction of permanent structures not including 

land. Expenses incurred in remodeling, reconditioning, or altering a purchased building to 

make it suitable for the purpose for which it was acquired, cost of excavation, grading or 

filling of land as part of the construction of a specific building; expenses incurred for the 

preparation of plans, specifications, blueprints, etc., cost of building permits, architects’ and 

engineers’ fees for design and supervision, other costs such as temporary buildings used 

during the construction period that are not moveable or reusable and are razed at the end of 

construction. Other depreciable building expenditures include but are not limited to 

shelving, bleachers, bathroom accessories, carpet, plumbing, sprinkler, heating, ventilating, 

and air conditioning systems, emergency generator systems for building support, built in 

public address systems, intrusion alarm systems, fire alarm systems, and emergency lighting 

systems. Excluded are extraordinary costs that are merely incidental to the erection of the 

building (e.g., those due to strike, flood, fire, or other casualty), and the cost of abandoned 

construction.  If a building is purchased, an allocation must be made between the land, 

improvements other than buildings, and the buildings. 

 

3. Land Improvements- Expenditures for acquiring improvements, to land or property, whether 

a building exists or not, including paving, fencing, playground, tennis courts, concrete walks 

and steps, outside lighting, outside plumbing, irrigation systems, signs, flagpoles, outdoor 

bleachers, miscellaneous sheds, ball diamonds, swimming pools, retaining walls, fountains 

and memorials.  The amount to be capitalized is the actual dollar cost of installation or 

acquisition of these assets at the acquisition date, including any labor and installation fees.  

 

4. Machinery and Equipment- Expenditures related to the acquisition of vehicles and 

equipment including freight and storage charges, installation costs, and costs for testing and 

preparation for use.  All costs incurred after acquisition but prior to placing in service such 

as installation of ancillary equipment like communication devises and painting/application 

of logos and signage to make a fixed asset ready for use should be capitalized as part of the 

cost of the asset. Excluded is any trade in allowance.  

 

5. Construction in Progress- Expenditures for construction work project, but not yet completed. 

As construction progresses, the cumulative expenditures are capitalized as Construction in 

Progress (CIP).  Upon completion of the capital asset, the balance in the Construction in 



 

 

Progress account is transferred to the appropriate account (buildings, machinery & 

equipment, etc).  Projects that have not reached 100% completion will continue to be 

tracked as Construction in Progress.  Interest cost incurred during the construction period is 

subject to capitalization as part of the cost of construction when conditions identified by 

FASB-34 – Capitalization of Interest Costs exist (for Proprietary funds only). 

 

6. Infrastructure- Expenditures for construction of major renovation to long-lived capital assets 

that are normally stationary in nature and can be preserved for a significantly greater number 

of years than most capital assets. These include roadways, bridges, drainage systems and the 

cost of associated demolition.   

  

D. Other Assets 

 

1. Capital Leases – The National Council on Governmental Accounting (NCGA) 

requires that a lease agreement that satisfies the criteria established by FASB-13 be 

capitalized.  FASB-13 states that non-cancelable leases that meet ANY ONE of the 

following criteria must be capitalized: 

 

 

a. The lease transfers ownership of the property to the lessee at the end of 

the lease term 

b. The lease contains a bargain purchase option 

c. The lease term is equal to 75% or more of the estimated economic life of 

the leased property 

d. The present value of the minimum lease payments at the inception of the 

lease equals at least 90% of the fair value of the leased property. 

 

2. Repairs, Improvements or Betterments – Major repairs are expenditures that increase 

the future service potential of the asset.  If a major repair will extend the life of the 

asset several years it should be handled as an improvement.  If the expenditure is a 

replacement, a retirement must be made to the items being replaced, only if the 

replacement substantially increases the value, the capacity/capability, or useful life 

of an asset system.   Otherwise, the replacement is treated as a maintenance expense.  

This includes both a reduction in Historical Cost and Accumulated Depreciation.  

Expenditures to repair and maintain a fixed asset in efficient operating condition 

without extending the asset's normal accounting life should be expensed. 

 

E. Departmental Responsibilities and Asset Acquisition Procedures 

Departments will be responsible for purchasing capital assets, tracking the assets 

under their custody and disposing of assets in accordance with this policy. 

Department Heads or a designated representative will assign and advise the Capital 



 

 

Asset Manager of the individual(s) to be designated as the asset custodian(s), who 

will have the responsibility for the maintenance of the assets in that department. 

 

Departments are responsible for: 

1. Safeguarding and maintaining control over all assets in their custody. 

2.  Maintaining up-to-date records on asset property including the 

description, user, location, tag number, purchase order number, 

purchased cost and, if applicable, Grant number. 

3. Attaching identification tags to asset property.   

4. Returning the completed Fixed Asset Record Form to the Capital Asset 

Manager. 

5.  Notifying the Capital Asset Manager in the event that an asset is added, 

transferred, moved or sold. 

6. Notifying the Capital Asset Manager when surplus assets are identified 

for disposal. 

7.  Supplying the Inventory Capital Asset Manager with appropriate police 

reports, if assets have been stolen. 

8. Properly dispose of any assets that are no longer operable. 

9. Designate surplus assets and notify the Purchasing Director for auction. 

10. Conduct departmental physical inventories and audit on a periodic basis 

but no less than once per year. 

 

F. Asset Acquisitions 

Requisitions and purchase orders for Capital Assets are acquired in accordance with the 

Town’s procurement procedures as outlined below: 

 

1. The Department will electronically enter a purchase requisition.  

Acquisitions are appropriated against the approved budget line based 

on the object code as shown in Exhibit A.  

2. The Purchasing department will review and confirm all requisition 

details and issue a purchase order to the vendor.  

3. Upon receipt and acceptance of the ordered item, the Department 

sends the voucher copy of the purchase order and the invoice to Audit 

& Control for processing payment.   

4. A Capital Asset form is prepared and submitted with the invoices for 

all assets with a cost basis of $500 or more and charged to an object 

code beginning with a 2 (See Exhibit A).  The Capital Asset form 

must include all asset information including the description of the 

asset, serial number, original cost and other related account/funding 

information. (See Exhibit B). 



 

 

5. Audit & Control will record the asset in the inventory system and 

assign an asset tag number to the asset. The tag will be sent to the 

appropriate Asset Custodian. 

6. The Asset Custodian will be responsible for placing the inventory tag 

on the equipment in a safe and conspicuous location (NOTE: 

Vehicles should have the bar code tag applied inside of the glove 

compartment). Unused identification tags must be returned to the 

Inventory Control Supervisor along with a memo explaining why the 

tag was not used. 

 

G. Audit & Control Responsibilities and Procedures 

Audit & Control Department is responsible to: 

 

1. Maintain the centralized database records regarding identified asset property, which 

the Town has in its possession. 

2. Identify all requisitions, including change orders, for assets under the scope of this 

procedure and record asset information in the inventory system. 

3. Track and control assets and assign identification tags.  

4. Schedule and provide assistance in periodic departmental audits. 

5. Ensure that the policy, procedures, guidelines, and regulations governing equipment 

under inventory control management are followed. 

6. Conduct periodic audits and physical inventories of all Town assets.  

7. Provide property management reports of all assets exceeding $500 to department 

heads, Comptroller and the Town Board. 

8. Report any unresolved discrepancies in departmental asset property records to the 

Town Board. 

9. Provide an annual report of all assets exceeding $5,000 in purchase cost to the 

auditors. 

 

 

 

H. Transfer of an Asset 

When an asset is transferred from one department to another, the original department is 

responsible for notifying the Capital Asset Manager of the transfer using the Capital 

Asset Record Form. All transfers must include both sending and receiving Department 

Director approval.  Assets will keep the original tag; custodial responsibility will be 

updated on the Asset Record.  Notification will include all necessary information as 

shown on the Capital Asset record Form in Exhibit A. 

 

I.    Retirement of an Asset 

Assets under this procedure that have been identified for disposal by a custodial 

department and confirmed by the Capital Asset Manager will be disposed of according 

to the procedure allowed under New York State law.  NO PROPERTY SHALL BE 



 

 

DISPOSED OF WITHOUT THE KNOWLEDGE AND WRITTEN APPROVAL 

OF THE CAPITAL ASSET MANAGER.   

 

No property with intrinsic value may be sold, disposed of or given to any person or 

organization without specific approval of the Town Board. Property to be disposed of 

may be offered for trade-in on new purchases, destroyed and disposed of, sold by sealed 

bid or auctioned.  Property may be transferred between departments by mutual 

department head agreement and or by Town Board resolution.  Each department will be 

responsible, for the movement and the disposition of asset property in its custodial care.  

The custodial department will incur all costs associated with asset property disposal. 

 

Department Directors are responsible for notifying the Capital Asset Manager of the 

retirement of an asset.  Notification will include all necessary information on the Capital 

Asset Record Form, including stolen (police report), destroyed (department head 

approval), lost (written explanation), trade-in information. When multiple assets of the 

same kind and value are retired, a list of asset tag numbers may be attached to the 

Capital Asset Record Form and  “See Attached List” must be written in the Town Fixed 

Asset ID Number field.  

 

J. Depreciation 

Both Generally Accepted Accounting Principles (GAAP) and GASB Statement No. 34 

require that capital assets be depreciated.  Depreciation is the systematic and rational 

allocation of the historical cost of a capital asset over its useful life other than Land. 

 

Depreciation will be calculated based on the acquisition cost using the straight-line 

method and assumes that the asset will depreciate at the same rate each year of its useful 

life.  Annual depreciation is calculated by dividing the acquisition cost by the useful life. 

One full month’s depreciation in the month in which the asset is placed in service, 

regardless of when it was actually placed in service, during the month and each month 

thereafter. The total amount depreciated can never exceed the acquired cost, less any 

salvage value if applicable.   

 

The table in Exhibit B reflects useful lives of various categories of capital assets that the 

Town uses for calculating depreciation. 

 

K. Inventory Procedures 

1. A physical inventory of all capital assets will be conducted at least annually.  In 

addition, random spot checks will be made by printing several tag numbers from the 

inventory system and physically verifying that the assets correspond to the tag 

numbers.  This is called ”Record to Floor” verification.  At the same time, several 



 

 

tag numbers of other assets in the audited area will be verified to the inventory 

system.  This is called ”Floor to Record” verification. Emphasis should be placed on 

identifying newer assets to ensure that they are properly recorded in the inventory 

system. 

2. The physical inventory audit will be completed by December 31 each year. 

3. The bar code tags of all assets at each location will be scanned along with an 

indication of the property, and building.  The date the asset was sighted and who 

performed the inventory will also be recorded. 

4. Any Capital Assets found at the location without a bar coded tag will be entered into 

the inventory system as a new asset.  If the inventory audit determines that an asset 

was formally acquired and is properly in the custody of the Town, but has not been 

recorded in the inventory system, the Capital Asset Manager will enter the asset as 

an “addition”.  An asset that has previously been entered into the inventory system 

but the tag has been removed, a new bar coded tag will be affixed to the asset and the 

system subsequently updated to reflect the new bar coded tag number. 

5. The Town of Huntington Local Development Corporation may retain the services of 

an outside firm to re-evaluate the Town’s insurable values on an as needed basis. 

 


