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Included with this category are all permanently attached fixtures, machinery, and other components 

that cannot be removed without damage resulting to the building.  If a component can be removed 

without damage, then it should be considered equipment and not included in the cost of the building.  

The cost of a building should not be adjusted for repairs, maintenance, or replacement of component 

parts that do not extend the building’s original useful life or significantly enhance its net value. For 

example, work to maintain buildings in their existing condition, such as painting, repairs, or roof repairs 

should be expensed in the period in which the work is completed.  

 

Building Improvements 



https://leasequery.com/blog/capital-lease-accounting-finance-lease-accounting-example/
https://leasequery.com/blog/how-to-calculate-present-value-of-future-lease-payments-in-excel/
https://leasequery.com/blog/lessor-vs-lessee-accounting-example-for-finance-lease-gasb-87/
https://leasequery.com/blog/right-of-use-asset-lease-liability-asc-842-ifrs-16/
https://leasequery.com/blog/right-of-use-asset-lease-liability-asc-842-ifrs-16/


Example: A group of assets that in total cost $5,000 or more (e.g., 10 chairs costing $500 each or 5 

computers costing $1,200 each) is not capitalized unless the criteria in the Exceptions Section below are 

meet.   

 

Computers, 



o Example minor renovation/remodel – The University remodels a classroom, lobby, 

conference room, computer lab, etc. with a project cost of $26,500 for furnishing and IT 

equipment. None of the furnishing meet the individual asset threshold; therefore, these 

items would be capitalized as a group(s) of assets with a cost of $26,500.  If any of the 

furniture or equipment being replaced is not fully depreciated, the net value remaining is 

written off. 

 

Pooled Asset – A pooled asset is defined as a group of assets comprised of primarily – defined as at least 

85% of the same category type (furniture, equipment, computers, media equipment, gym equipment, 

network equipment or fixtures) that individually do not meet the capitalization threshold but are 

purchased in a large quantity for a specific space that will transform or upgrade the space.  The pooled 

asset method provides for small dollar/large quantity assets to be appropriately reflected on the 

financial statements without imposing the unnecessary tracking of each asset individually as a practical 

expedient. All purchases handled under the pooled asset method are to be capitalized into a pool that is 

given a unique name for tracking purposes.  The cost should include full acquisition cost, including, 

where applicable, such items as design costs, outside installation costs, furniture assembly, freight 

charges, warehousing, and insurance. The total cost of the pooled assets must be greater than $25,000. 

 

Internal Use Software – Software having the following characteristics: 

 

a. The software is acquired, internally developed, or modified solely to meet the entity’s 

internal needs. 

b. During the software’s development or modification, no substantive plan exists or is being 



Post Implementation/Operation Stage:  Internal and external training costs and maintenance costs 

should be expensed as incurred.  (See table below.) 

 

Stages of Computer Software Development 
 

Preliminary Project Stage 
EXPENSE 

Application Development Stage 
CAPITALIZE 

Post-Implementation/ 
Operation Stage 

EXPENSE



 

Implementation Costs related to Software as a Service - Per Accounting Standards Update 2018-15 

“Customer’s Accounting for Implementation Costs Incurred in a Cloud Computing Arrangement That Is a 

Service Contract”, implementation costs related to software as a service should be capitalized or 

expensed in the same way as Internal Use Software (described above).  

Capitalized implementation costs are expensed over the term of the contract. The term of the contract 

includes the non-cancellable period of the contract plus periods covered by (1) an option to extend the 

contract if the customer is reasonably certain to exercise that option, (2) an option to terminate the 

contract if the customer is reasonably certain not to exercise the termination option, and (3) an option 

to extend the contract in which exercise of the option is in the control of the vendor.  

 

Collections of Art, Historical Treasurer, or Other Similar Assets - The University houses certain 

collections of works of art, literary works and artifacts. These collections are protected and preserved 

for public exhibition, education, research, and the furtherance of public service. They are neither 

disposed of for financial gain nor encumbered in any manner; however, an inventory is maintained. 

Accordingly, these collections are not recorded or capitalized for financial statement purposes.  Works 

of art and other similar assets that are not defined as collections but rather held for investment are not 

included in fixed assets and not depreciated. 

 

Library Books - The University does not classify library books as a fixed asset and are therefore expensed 

when they are purchased regardless of cost. 

 

Disposal of Fixed Assets - University equipment cannot be thrown away or discarded. To dispose of an 

asset, the responsible department must complete the Equipment Disposal Form. This form must be 

completed whenever the custody of the fixed asset changes due to the item returned to vendor, traded, 

junked, missing, stolen or determined to be surplus.  

 

Returned/Exchanged Assets - If the department returns to a vendor an asset which has been capitalized 

for either credit or a replacement asset, the department should complete an Equipment Disposal Form 

and attach a copy of the credit memo, check received from the vendor, or a copy of the documentation 

and submit to the Business Manager. 

 

Surplus and Junked Assets - When the department determines that an asset is considered to have no 

useful value to their department, the Business Manager should be contacted to determine if the asset 

can be repurposed to another department or disposed of.  If the decision is made that there is no value 

to any other department on campus, the asset can be disposed of in accordance with University policy.  

However, the department must submit a completed Equipment Disposal Form to the Business Manager 

 

Missing or Stolen Assets - If an item is identified as stolen or missing the department  
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Complete the form below if university-owned capital assets are sold, transferred or disposed of.  This 
form does not grant approval to dispose of equipment it only serves to update the capital asset 
inventory.  Upon completion of this form, please forward to the Business Manager.  

Name:  ________________________ Title: ____________________ Today’s Date: ______________ 

Department: ____________________  E-mail: ___________________ Campus Ext: _______________ 

 

Type of Disposition:


