FIXED ASSET GUIDELINES

1. INTRODUCTION
1.1. Effective asset management and capital expenditure are essential for the continuity, development, and growth of the University.  They are closely linked to the goals and strategies of the University.
1.2. The purpose of these guidelines are to ensure that capital expenditure by the University is planned, evaluated, authorised, implemented, monitored and reported in a systematic manner, to meet the objective of best practice.
2. ASSET DEFINITION AND CATEGORIES

2.1. This section sets out the definition and categories of assets for the purpose of these guidelines.
2.2. Assets are future economic benefits controlled by the University as a result of past transactions or events.  Assets in the University can be defined by their nature and include:
i. Fixed assets (capitalized assets including electronic resources) refer section 2.3;

ii. Work in progress;
iii. Intangible assets(i.e. non physical assets such as goodwill, patents and other intellectual property) and software;

iv. Current assets (i.e. assets that have an initial economic life of less than or are able to be realized with one year; and

v. Investments.
2.3. A capitalised asset results from meeting all of the following conditions:

i. Item that has an estimated useful life in excess of one year;

ii. Has a cost that satisfies the capitalisation thresholds set out section 2.4;

iii. Has not been acquired or constructed with the intention of resale; and

iv. May include such expenditure incurred on an existing asset to improve its functionality and/or extend its useful life but not merely reinstate the future economic benefit of an asset (i.e. repairs and maintenance).

2.4. The capitalisation thresholds are;

i. Items costing $2,000 and over, other than

ii. Computing equipment $1,000 and over,

iii. All individual works of art irrespective of price.

These thresholds apply to:

· Individual assets;

· A collection of related items or components that cannot operate in isolation, whose combined original cost exceeds the threshold;

· An additional accessory which is acquired for permanent attachment to an existing capitalized asset.  The cost of the accessory is to be added to the existing asset if it meets any of the capitalisation thresholds; and

· Pooled assets of a similar type, whose combined cost exceeds the threshold.  Items whose value exceeds the threshold must be separately detailed in the Asset Register and cannot form part of a pool of assets.

2.5. Non capitalized items refers to items that are flagged as ‘non capitalised’ in the Asset Register.  These include leased assets and attractive items.

2.6. Leased assets refer to assets acquired through operating leases.  Finance leases may not be entered into.  Leased assets are not recorded as capitalized assets as the risks and rewards of ownership are retained by the lessor rather than the University as the lessee.

2.7. Operating leases must adhere to the same policy as the outright purchases of assets even through leased assets are not capitalized.  Leasing is merely a means of acquiring assets.  Leasing an asset involves substantially the same benefits, costs and risks as purchase and so the same decision making framework is required.  All operating leases must be approved by the Director of Finance on sign off from Dean/Director.

2.8. Attractive items are those items that do not meet the capitalisation criteria in section 2.3 but are to be tracked through the Asset Register because they are prone to accidental or deliberate loss due to portability and attractiveness (e.g. VCR, TV set, audio equipment, cellphones, cameras, PDA’s etc).
2.9. Computing equipment referred to in section 2.4 includes desktop and portable PCs, printers, servers, scanners, monitors, base unit (box), palm pilots, data storage and tape drives, hubs, routers, switches and PABX machines.
3. PLANNING FOR CAPITAL EXPENDITURE

3.1. This process involves:
i. Annual and long-term planning (5 year plans) including prioritization and ranking of capital expenditure within Schools/Faculty/Divisions.  A five year capital plan is to be updated annually and submitted to Financial Services Division.
ii. Preparation and submission of requests to proceed with capital expenditure; and
iii. The review and scheduling of capital expenditure.
4. INTERNAL LEASING
4.1. An internal lease is an arrangement whereby the asset is purchased centrally and leased to a School/Faculty/Division.  The lessee School/Faculty/Division incurs depreciation charges for the use of the asset.
4.2. Internal leasing is to be treated as follows:
i. Assets approved for acquisition through an internal lease are recorded against the activity centre and budget of the lessee School/Faculty/Division.
ii. Depreciation is charged to the operating budget of the lessee School/Faculty/Division
Please note: All computer equipment from 2007 is going to be managed through a internal lease arrangement between ITS and the Schools/Faculty/Divisions.
5. ASSET DISPOSAL
This process involves the actual disposal of assets and ensures the Asset Register and financial accounts reflect the disposal.

5.1. School/Faculty/Divisions may determine that an asset is:

i. Obsolete

ii. Unserviceable

iii. To be traded-in

iv. To be sold

5.2. An asset cannot be disposed of merely because;

i. Its is fully depreciated; or

ii. Its depreciated value is less than the capitalisation threshold set out in section 2.4 of these guidelines.

5.3. Where an asset is sold, any funds received from the sale of asset must be recorded/receipted to the VC funds.
6. REPAIRS AND MAINTENANCE
Repairs and maintenance expenses for capital items are operating costs and can not be capitalised.  
