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MOM Policy 335 provides guidance related to the financial transactions and reporting of capital assets, as well as the use of the Asset Management Modulesystem (AM) and other capital assets accounting procedures including but not limited to inventory, disposition of property, leases, and asset impairment.
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This policy applies to all state agencies and component units, excluding community colleges.
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IV. [bookmark: Policy_Overview][bookmark: _Toc451333271][bookmark: _Ref445726228]Policy Overview
A. Define Capital Assets
A capital asset is a type of asset that is not easily sold in the regular course of operations for cash and is generally owned for its role in contributing to the entities ability to generate profit. Furthermore, it is expected that the benefits gained from the asset will extend beyond a time span of one year. On a balance sheet, capital assets are represented by the property, plant and equipment figure. Examples include land, buildings, machinery, etc. Generally, these are assets that cannot be quickly liquidated. For all intents and purposes, the term asset for this policy will refer to capital assets.
1. Assets by Fund Type
Governmental capital assets are assets purchased by any governmental fund such as, the General Fund, state or federal special revenue, debt service, capital projects or permanent funds. Governmental capital asset activity is recorded in the Entitywide Ledger of General Ledger (GL). Proprietary capital assets are assets purchased by any proprietary fund such as enterprise or internal service funds, or by a non-agency fiduciary fund. Proprietary capital asset activity is recorded in the Actuals Ledger of GL. Agency funds (07XXX) are used to report resources held by the State of Montana in a purely custodial capacity. Therefore, no capital assets should be reported in agency funds. 
2. Capital asset balance sheet accounts
The balance sheet accounts used for capital assets are found in the 17XX and 18XX ranges. All activity in these accounts should be created though AM-generated entries (rather than direct entries into the GL).
B. Definitions Table
	Alternate Livestock
	Alternative livestock, as defined in section 87-4-406 MCA, is defined as privately owned caribou, deer, elk, antelope, mountain sheep/goat, reindeer or any other cloven-hoofed ungulate.

	Building Improvements
	Significant alterations or structural changes that increase the usefulness, efficiency or asset life of existing buildings.  Since these are not buildings in their own right they must be capitalized as building improvements.

	Capital/Fixed Assets
	Assets of a relatively permanent nature with a useful life of more than one year whose identity does not change with use.  The unit must be identifiable and accounted for separately.

	Capital Livestock
	Capital livestock is defined as livestock purchased for the addition to the flock or herd maintained for instruction or perpetuation/improvement. Such livestock are capitalized at fair market value if the aggregate value of the livestock exceeds the capitalization threshold. The value is only changed if livestock are purchased or sold, or if there is some other reason for a significant change in the number of animals. Resulting gains or losses are based on the established market value per head or animal. These livestock are classified as noncurrent assets and are not subject to depreciation.

	Expensed Livestock
	Animals not purchased for the addition to, or perpetuation/improvement of, the flock or herd and not intended for resale shall be classified as a current expense.

	Infrastructure
	Long-lived assets that normally are stationary in nature and normally can be preserved for a significantly greater number of years than most capital assets. Examples include roads, bridges, tunnels, drainage systems, water and sewer systems, dams and lighting systems.  

	Intangible Assets
	Long-lived, nonfinancial, legal rights that lack physical substance.  

	Land Improvements
	Betterments that ready land for its intended use. Examples include site improvements (such as excavation, filling, grading, and utility installation); removal, relocation or reconstruction of items, such as railroad and telephone and power lines; and the addition of items such as retaining walls, parking lots, fencing, and landscaping.

	Land Use Rights – Amortized
	A legal right to use conservation easements and right-of-ways, as well as minerals, timber, and water, where the right is limited by legal, contractual, regulatory, technological or other factors.

	Land Use Rights – Permanent
	A legal right to use conservation easements and right-of-ways, as well as minerals, timber, and water indefinitely.  An indefinite useful life exists when use is not limited by legal, contractual, regulatory, technological or other factors.

	Livestock
	As defined in Section 81-9-217 MCA, under title 81, the definition of "Livestock" includes cattle, buffalo, sheep, swine, goats, rabbits, horses, mules or other equines and alternative livestock.

	Minor Property
	Property items that: have a normal useful life of one year or more, have an identity which does not change with use, are identifiable, can be separately accounted for, and that have a unit cost less than the capitalization threshold.  Such assets may be added to AM as Expensed for tracking purposes only.

	Network of Assets
	All assets that provide a particular type of service for a government.  A network of infrastructure assets may be only one infrastructure asset that is composed of many components.  For example, a network of infrastructure assets may be a dam composed of a concrete dam, a concrete spillway and a series of locks.

	Non-Capital Livestock
	Animals that are to be sold within one year are considered inventory and classified as a current asset (and not a capital asset).  Livestock held for resale is recorded at market value at June 30 of each year.

	Other Capitalized Assets
	All assets that meet the definition of major property not in another asset type.  This category could include livestock.

	Other Intangibles
	All intangible assets not identified as another intangible asset type.  Examples include copyrights, patents and trademarks.

	Software – Purchased
	Commercially available software that is purchased or licensed with little or no modifications required before use.  

	Software – Internally Generated
	Software developed in-house or by a third-party contractor on behalf of the organization, along with commercially available software that is modified using more than minimal effort before being put into operation.

	Subsystem of a Network of Assets
	All assets that make up a similar portion or segment of a network of assets.  For example, all the roads of a government could be considered a network of infrastructure assets.  Interstate highways, state highways and rural roads could each be considered a subsystem of that network. 

	Supplies and Materials
	Consumable commodities purchased for inventory or immediate consumption; articles and commodities which are consumed or materially altered when used; and software and fixed assets with a unit cost of less than the capitalization threshold.  Examples include operating supplies, office supplies, and small tools (expenditure accounts 622XX).  Such items are not entered into AM.

	Works of Art and Historical Collections
	Works of art and historical treasures (including related collections) will be capitalized as required under GASB Statement No. 34 paragraphs 27 through 29 and note 22.  These will be capitalized by the State and are not depreciable.  Capitalized collections or individual items that are “exhaustible such as exhibits whose useful lives are diminished by display or educational or research activities will be depreciated.”  A separate depreciable category and related accounts have been established for this activity.


C. Capital Asset Thresholds
State agencies are required to capitalize tangible and intangible assets when an item's unit cost meets or exceeds the capitalization threshold.  Items costing less than the capitalization threshold must be expensed in the year of purchase.  For accountability purposes, agencies are encouraged to utilize AM to keep records detailing expensed property, especially items that are sensitive to theft.
Distinguishable collections or land assets may consist of multiple items with separable totals less than the capitalization limit; however if the cumulative total of the collection exceeds the capitalization limit, an aggregate balance can be used to capitalize the asset. Relatively, software license purchases should be capitalized if the aggregate purchase price is greater than the capitalization threshold. 

The State of Montana’s capitalization thresholds are as follows:
	Asset Type
	Threshold

	Equipment
	5,000

	Land
	5,000

	Library Materials
	5,000

	Museum & Art
	5,000

	Museum & Library Collections
	5,000

	Other Assets
	5,000

	Land Improvements
	25,000

	Buildings
	25,000

	Building Improvements
	25,000

	Land Use Rights – Amortized
	100,000

	Land Use Rights – Permanent
	100,000

	Other Intangibles
	100,000

	Software – Purchased
	100,000

	Infrastructure
	500,000

	Software – Internally Generated
	500,000


In 2010, the capitalization thresholds increased from $5,000 to $100,000 for land use rights and purchased software, and from $5,000 to $500,000 for internally generated software.  Assets capitalized under the previous capitalization threshold (that do not meet the current threshold) should remain capital assets and should be amortized over the assets’ remaining useful lives.  Policy – 335 Capital Assets
D. Responsibilities
1. Department of Administration (DOA)
Section 17-1-102 (2) MCA, provides that the Department of Administration (DOA) “shall prescribe and install a uniform accounting and reporting system for all state agencies and institutions, reporting the receipt, use and disposition of all public money and property in accordance with generally accepted accounting principles”. 
a. Statewide administration of AM is divided within DOA between the State Accounting Bureau (SAB), the SABHRS Financial Services Technology Bureau (FSTB) and the Surplus Property program of the General Services Division (Surplus Property).
b. Responsibilities of SAB 
· Issue related accounting policy and development of procedures
· Work with agencies and FSTB to insure AM complies with GAAP
· Provide primary helpdesk support
· Assist with report and query development
· Assist with the correction of system deficiencies
c. Responsibilities of the FSTB 
· Maintain AM
· Correct system deficiencies (with the support of SAB and People Soft)
· Run monthly AM processes
· Develop reports and public queries
d. Responsibilities of Surplus Property
· Coordinate agency disposal of surplus property
· Dispose of surplus property
· Notify agencies of surplus process completion
2. Agency property coordinator
Agencies must designate an agency property coordinator to serve as the liaison with SAB in carrying out duties relative to property management, and to assure the timely exchange of administrative information between SAB and the agency.  Agencies must communicate the designated individual to SAB. Duties of the agency property coordinator include: 
a. Timely and accurate entry of capital asset information into AM and GL, preferably, as they are created or purchased (at a minimum, capital assets should be entered on a monthly basis) 
b. Analysis of asset balances and information with correction of data as needed
c. Assign responsibility for property matters to agency property officers
d. Assign responsibility for the physical inventory of property to agency personnel
e. Assign responsibility for the coordination of surplus equipment
f. Control and distribution of property tags
3. Property officers
The number of property officers within each agency will be designated by the agency property coordinator, with the approval of the agency director, considering such factors as the size and organizational structure of the agency, geographical locations and number of property items.
In general, the property officer should be the individual with direct supervision over the persons using the property (e.g., the foreman in a carpenter shop, the accounting supervisor in an accounting office, etc.).Duties of property officer should include:
a. Ensure the proper use and maintenance of property
b. Prompt reporting of any property loss, misuse of property, any condition requiring repair or situation that creates a hazardous working condition
c. Assignment of property within their area of responsibility
4. Tagging of property within their area of responsibility
a. Each capital asset item is assigned a property number (Asset ID) and a corresponding property tag is affixed thereto, as appropriate.  The Responsibilities section (discussed later) includes procedures for taking physical periodic inventories.
E. Asset Management Module (AM) in Relation to SABHRS
AM is an integrated module of the Statewide Budgeting Accounting, Budget and Human Resource System (SABHRS) used to manage and account for the State of Montana's investment in all capital assets: property, plant, and equipment,.  This includinges intangible capital assets, that meet the capitalization threshold.  Sensitive assets (assets prone to theft) that do not meet the capitalization threshold can also be added to SABHRS for tracking purposes only.  All agencies are required to use AM, except the Montana University System (MUS), unless prior approval has been granted by SAB.Higher Ed Units, which maintain their capital assets on a BANNER asset subsystem similar to asset management The capital asset balances for MUSthe Higher Ed Units are posted to the general ledger module (GL) of SABHRS through an interface process. As a subsystem of SABHRS, AM contains subsidiary detail, and generates the accounting entries that become part of theprovides general ledger module (GL) accounting in SABHRS and property subsidiary detail in AM.  To facilitate full disclosure in SABHRS financial reports, this policy is in agreement with guidelines set forth by the GASB (Governmental Accounting Standards Board).
In addition to providing asset detail, AM also provides information to conduct regular asset inventories and to prepareas well as depreciation/amortization schedules for all funds.  AM incorporates the ability to perform inventories using barcode scanners and to It is permissible for agencies with the ability to print barcode labels to use asdo so in place of asset tags. Other agencies can acquire tags through an outside vendor, or by printing internally.
Each capital asset item is assigned a property number and a corresponding property tag is affixed thereto, as appropriate.  Section V.B includes procedures for the taking of an inventory upon implementation of AM and periodic physical inventories thereafter.
TheCapital assets are generally recorded in the fund(s) that purchased them assets.  When reconciling assets, the related reports or queries must be run using the correct fund and ledger combination.  It is also important to reconcile both the governmental and proprietary fund assets information in the AM module to the GL module account balancesgeneral ledger.  All capital assets are are now included in the State of Montana’s general purpose financial statements and should be in the scope of the independent auditor’s audit process, as.  This will be further discussed further in the accounting methods section.
1. Asset class
In AM, a five-digit class number has been assigned to the various classes of property.  The first two digits represent the classification (profile ID) of property and the last three digits represent the type of property within the classification.  Agencies must include class types when assets are entered into AM; class types are not defaulted as part of the profile. Asset profiles are three digit figures that begin with G (for governmental funds) or P (for proprietary funds) followed by two numeric characters (e.g., G15).
2. Assets not recorded in SABHRS
Agencies must receive DOA approval prior to using systems other than AM to maintain their capital asset detail. Agencies maintaining a more detailed capital asset system must enter summary totals into AM at fiscal year-end.  These summary entries must include total increases and total decreases for the year (i.e., not a net increase or net decrease) by fund.  
The MUS has chosen to maintain the fund structure and accounting methods used prior to GASB Statement No. 34.  The funds and accounts used for these transactions on the BANNER systems are posted in total to SABHRS GL; the related accounting entries are not presented in this policy.  However, the MUS is required to follow the general accounting guidance contained in this policy.

V. [bookmark: _Ref450738955][bookmark: _Toc451333272]General Property Management
A. Identification of Property
AM automatically assigns the next sequential number available for a business unit unless the user assigns a different number when the asset is added.  In the case of property for which a tag is required, AM will automatically assign the asset identification number as the tag number unless an agency assigns a different tag or asset ID number to the asset.  Agency-assigned tag numbers can include alpha characters.
Individual asset identification numbers are assigned to each asset added to AM within the agency beginning with 00000000001 and continuing (sequentially) to 9999999999.  A specific asset identification number may not be used more than once within a particular business unit.
1. Property tags
Some capital assets (e.g., land, buildings, etc.) may not actually be physically tagged or identified, although individual asset identification numbers for each item will be assigned by AM.  Because of the physical nature of some equipment, it may not be feasible to affix one of the standard tags.  However, whenever possible, the tag number will still be identified on the item by some means such as etching, decal, indelible ink, etc.
Where possible, property tags should conform to the following specifications:
a. Tags shall contain "State of Montana" and list the responsible agency
b. Tags can be numbered from 00000000001 to 99999999999.
Non-numbered tags can be ordered to replace missing numbered tags (the tag number is typed directly on the tag).  Barcode labels used in place of metal tags must contain the same information noted above.
Departments with established identifying and tagging procedures that meet or exceed the above specifications are allowed to retain their property tags.
2. Ordering tags
AS mentioned in the AM Asset Module section, it is permissible for agencies with the ability to print asset tags to do so. Other agencies can acquire tags through an outside vendor.
3. Affixing Tags
All major equipment (equipment meeting the capitalization threshold) should be identified in the manner that promotes easy identification.  At the agencies discretion, minor equipment should have a property tag attached.  Property tags should be placed in plain sight on the equipment, but in such a manner so as not to interfere with the operation of the equipment or be easily removed during the use of the equipment. 
Any manufacturer's mark and/or serial number should remain exposed and intact in order to expedite repair and facilitate the maintenance of service records. 
4. Control of unmissed tags
Proper control must be exercised over the issuance of property tags.  
5. Sensitive equipment
Agencies must track and inventory sensitive items with a cost under the capitalization limit.  Examples of sensitive items include, mobile phones, laptops, cameras, spotting scopes, firearms, etc.  When possible, these items should be tagged in the same manner as capital equipment.  It is recommended that sensitive equipment be added to AM as expensed assets to assist with the tracking requirement.
6. Expendable supplies
Expendable supplies, to the extent considered necessary, will be identified and marked in an appropriate manner that will identify them as belonging to a specific state agency.  Examples: (1) wood handled tools can be marked by branding, stamping with a dye or by distinctive paint marks; (2) cloth items (such as sheets, blankets, and mattresses) can be stenciled.
7. Rental or leased equipment
A property tag or decal that can be removed later without defacing the equipment should be affixed to rented or leased equipment to distinguish them from state property and to assure their proper care and return.

B. Capital Asset Characteristics
1. Useful life and/or salvage value
The useful life and salvage value of an asset is defined based on the Profile ID as designated on AM.  The useful life and/or the salvage value of an asset can be changed.  Reasons to adjust the useful life and/or salvage value of an asset could include experience with similar assets or a need to meet federal depreciation/amortization allowance guidelines. Supporting documentation for determining the estimated useful lives of fixed assets are engineering studies, actual experience documented in the records of similar assets, etc.  Agencies may also be required to follow the useful lives identified by third party regulators such as those specified by the American Hospital Association Depreciation Guide.   Any change of the useful life and/or salvage value of an asset should be documented and maintained by each agency.  The useful life of an asset is expressed in periods (months) on AM. 
C. 
D. [bookmark: _Toc75403779][bookmark: _Toc133315229][bookmark: _Toc163022750][bookmark: _Toc293580884][bookmark: _Toc306601671][bookmark: _Toc322441676][bookmark: _Toc322516050]Assets not recorded in SABHRS
E. agencies maintaining a more detailed capital asset system must submit summary totals at fiscal year-end to affect AM.  These summary entries must include total increases and total decreases for the year (i.e., not a net increase or net decrease) by fund.  
F. Agencies must receive Department of Administration approval prior to using systems other than AM to maintain their capital asset detail.  An example of a system maintaining more detailed information relating to capital assets is the Department of Transportation’s Land and Right of Way system.
G. In addition to recording assets on BANNER, the State of Montana universities have chosen to maintain the fund structure and accounting methods used prior to GASB 34.  The funds and accounts used for these transactions on the university BANNER systems are posted in total to SABHRS; the related accounting entries are not presented in this policy.  However, the university systems are required to follow the general accounting guidance contained in this policy.
H. [bookmark: _Toc75403780][bookmark: _Toc133315230][bookmark: _Toc163022751][bookmark: _Toc293580885][bookmark: _Toc306601672][bookmark: _Toc322441677][bookmark: _Toc322516051]Objectives and benefits of property accounting
In the following sections, instructions for real and personal property asset accounting on a uniform statewide basis are detailed.  The importance of complete and accurate accounting cannot be overemphasized.  Adequate accounting procedures and records are essential for the protection of State of Montana property.  The responsibilities of stewardship involved in safeguarding such a large public investment are of the utmost importance to sound financial administration.  This responsibility can be more effectively discharged through adequate property accounting.
IIn addition to protective custody of the State of Montana's property, a system of property accounting permits the assignment of responsibility for custody and proper use of specific property with individual public officials.   Such a system also makes possible the provision of data essential to the proper management of property.  This includes such information as type of assets, location, cost, funding source and useful life.
Also, an accounting of property is a prerequisite to the preparation of satisfactory and complete financial reports.  An annual financial report of a governmental unit without complete and accurate property information does not meet the objective of full disclosure and, to that extent, is deficient.  Instructions for real and personal property capital asset accounting on a uniform statewide basis are detailed in the following sections.
Adherence to the guidelines contained in this policy will provide:
1. Property records, if properly maintained, that furnish information about the investment taxpayers and others have made for the future benefit to users of government property.  This should be contrasted with expenditures for current purposes.
2. A basis for adequate insurance coverage on insurable assets.  Although cost is not the only determinant of insurable value, it is a necessary consideration.
3. The ability to identify worn-out or obsolete equipment on a concurrent basis.  Provision for replacement can be included in a budget before emergency replacement or unwarranted repairs are necessary.
4. Information necessary to perform regular inventories to determine physical condition, theft, or unauthorized transfers.
5. Reliable information about concerning owned assets now owned is necessary to projecting future requirements.  Because capital budgets are best developed on a long-term basis, such information is invaluable in projecting future requirements.
6. Assistance in maintaining accountability for the custody of individual items and in determining who is responsible for their care and maintenance.
7. The ability to centralize property management, either statewide or within an agency, so that location is readily determinable for physical control.  Centralized property management minimizes equipment excess/shortages. This should also alleviate the problem of excess equipment in one department while a shortage of like equipment exists in another department.  It will also help to avoid unwarranted purchases of duplicate equipment.
8. Comprehensive asset records should be utilized for accuracy in depreciation and amortization schedules.
VI. [bookmark: _Ref450745749][bookmark: _Toc451333273]Accounting Overview
A. Accounting for Capital Assets 
Capital assets are recorded in either the Entitywide or the Actuals Ledger, based on the fund type responsible for the asset.  Capital assets are always reported on the full accrual basis of accounting.Comprehensive asset records for all funds to use as a basis for computing depreciation or amortization.
a. [bookmark: _Toc163022752][bookmark: _Toc293580886][bookmark: _Toc306601673][bookmark: _Toc322441678][bookmark: _Toc322516052]Capitalization thresholds (modified April 2010)
b. In general, all State of Montana agencies are required to capitalize tangible and intangible assets if an item's unit cost meets or exceeds the capitalization threshold.  Capital assets consist of assets of a relatively permanent nature with a useful life of more than one year.  Items costing less than the capitalization threshold must be expensed in the year of purchase.
c. Individual collections or land items may consist of individual items less than the capitalization limit if the total collection value exceeds the capitalization limit.  Software license purchases should be capitalized if the aggregate purchase price, not the individual price per license, is greater than the capitalization threshold. 
d. 
e. The State of Montana’s capitalization thresholds are as follows:
	f. Asset Type
	g. Threshold

	h. Equipment
	i. 5,000

	j. Land
	k. 5,000

	l. Library Materials
	m. 5,000

	n. Museum & Art
	o. 5,000

	p. Museum & Library Collections
	q. 5,000

	r. Other Assets
	s. 5,000

	t. Land Improvements
	u. 25,000

	v. Buildings
	w. 25,000

	x. Building Improvements
	y. 25,000

	z. Land Use Rights - Amortized
	aa. 100,000

	ab. Land Use Rights – Permanent
	ac. 100,000

	ad. Other Intangibles
	ae. 100,000

	af. Software - Purchased
	ag. 100,000

	ah. Infrastructure
	ai. 500,000

	aj. Software – Internally Generated
	ak. 500,000


al. 
am. The capitalization thresholds listed above will be used because the cost of keeping dollar value records of most items costing less than these amounts usually exceeds the value of the benefits received.  All other property is expensed in the year that it is purchased.
an. If an intangible asset type’s capitalization threshold has increased, and an intangible asset has already been capitalized under the previous capitalization threshold, the intangible asset should remain a capital asset and continue to be amortized for the remainder of its useful life.  The capitalization thresholds increased from $5,000 to $100,000 and $500,000 for land use rights and purchased or internally generated software respectively in fiscal year 2010.
ao. For accountability purposes, applicable agencies are encouraged to utilize AM to keep records detailing expensed property, especially items that are sensitive to theft, i.e., laptop computers, cell phones, and guns.  
a. [bookmark: _Toc75403783][bookmark: _Toc133315233][bookmark: _Toc163022753][bookmark: _Toc293580887][bookmark: _Toc306601674][bookmark: _Toc322441679][bookmark: _Toc322516053]Depreciable versus non-depreciable assets
i. 
ap. Land, construction work in progress, museum and art collections, library collections, and easements are not depreciable.  Per GASB 34, capitalized museum and art collections or individual items are not depreciable if all the following conditions are met in regard to the collections or items:
aq. Held for public exhibition, education, or research in furtherance of public service, rather than financial gain
ar. Protected, kept unencumbered, cared for, and preserved
as. Subject to an organizational policy that requires the proceeds from sales of collection items to be used to acquire other items for collections.
at. All other capital assets that meet the capitalization threshold are required to be depreciated or amortized using the straight-line depreciation method.  This requirement is for both Governmental and Proprietary assets.
i. [bookmark: _Toc75403784][bookmark: _Toc133315234][bookmark: _Toc163022754][bookmark: _Toc293580888][bookmark: _Toc306601675][bookmark: _Toc322441680][bookmark: _Toc322516054]Infrastructure to use depreciation method 
au. Infrastructure is required to be capitalized at its historical cost and depreciated over its useful life. 
a. Under GASB 34 the state agencies must, at a minimum, retroactively report major capital assets that were acquired in fiscal years ending after June 30, 1980.  Major general infrastructure is defined as either a subsystem or network for which the related cost or estimated cost is expected to be 5% or 10% of the total cost of all general assets reported for fiscal year 1999.  For this calculation state agencies should use $54,000,000 as the 10% threshold and $27,000,000 for the 5% threshold.  This threshold is only applicable to adding assets not already on Asset Management.   
i. [bookmark: _Toc75403785][bookmark: _Toc133315235][bookmark: _Toc163022755][bookmark: _Toc293580889][bookmark: _Toc306601676][bookmark: _Toc322441681][bookmark: _Toc322516055]Assets by fund type
av. Governmental assets are assets, which are purchased by any governmental fund, i.e., all funds except for 06XXX, 065XX, 07XXX, 086XX and 095XX funds.  Governmental assets are found in the entitywide ledger of the general ledger.
aw. Proprietary assets are assets, which are purchased by any proprietary fund, i.e., all 06XXX, 065XX, 086XX and 095XX funds.  Proprietary assets are found in the actuals ledger of the general ledger.
ax. Agency funds (07XXX) should only be used to report resources held by the State of Montana in a purely custodial capacity.  Therefore, no assets should ever be reported in agency funds on AM. 
i. [bookmark: _Toc75403786][bookmark: _Toc133315236][bookmark: _Toc163022756][bookmark: _Toc293580890][bookmark: _Toc306601677][bookmark: _Toc322441682][bookmark: _Toc322516056]Asset balance sheet accounts
ay. The following is a list of the balance sheet accounts used in regard to capital assets and their related depreciation accounts, if required:  
az. 1701	Land
ba. 1702	Buildings
bb. 1703	Building Improvements
bc. 1704	Equipment
bd. 1705	Other Capital asset
be. 1706	Construction Work In Progress
bf. 1707	Accum Depr – Buildings
bg. 1708	Accum Depr - Bldg Improvements
bh. 1709	Accum Depr – Equipment
bi. 1710	Accum Depr - Other FA
bj. 1711	Livestock
bk. 1712	Land Use Rights - Permanent
bl. 1713	Library Books
bm. 1714	Museum and Art
bn. 1715	Land Improvements
bo. 1716	Infrastructure
bp. 1717	Land Use Rights - Amortized
bq. 1718	Library Collections
br. 1719	Museum and Art Depreciable
bs. 1720	Accum Depr Land Improvements
a. 1721	Accum Depr Infrastructure
b. 1722	Accum Depr Museum and Art
bt. 1723	Accum Depr Library Books
bu. 1809	Intangible Asset
i. [bookmark: _Toc75403782][bookmark: _Toc133315232][bookmark: _Toc163022757][bookmark: _Toc293580891][bookmark: _Toc306601678][bookmark: _Toc322441683][bookmark: _Toc322516057]Additions, betterments, preservation versus maintenance and repair costs
bv. Preservation costs are those costs that extend the useful life of an asset beyond its original estimated useful life, but do not increase the capacity or efficiency of the asset.
bw. The table below summarizes the similarities and distinctions for additions, betterments, and repairs and maintenance.
	bx. 
	by. Additions
	bz. Betterments
	ca. Preservation Costs
	cb. Ordinary repairs and maintenance

	cc. Cost capitalized.
	cd. Yes
	ce. Yes
	cf. Yes
	cg. No

	ch. Increases the physical size of a facility.
	ci. Yes
	cj. No
	ck. No
	cl. No

	cm. Extends useful life.
	cn. Yes
	co. Yes
	cp. Yes
	cq. No

	cr. Benefits a future period.
	cs. Yes
	ct. Yes
	cu. Yes
	cv. No

	cw. May involve replacement.
	cx. No
	cy. Yes
	cz. Yes
	da. Yes

	db. May involve substitution.
	dc. No
	dd. Yes
	de. Maybe
	df. No

	dg. Makes facility better than when it was acquired.
	dh. Yes
	di. Yes
	dj. Maybe
	dk. No


dl. [bookmark: _Toc163022758][bookmark: _Toc293580892][bookmark: _Toc306601679][bookmark: _Toc322441684][bookmark: _Toc322516058][bookmark: _Ref445726278]Definitions relating to assets (modified April 2010)
	dm. Building Improvements
	dn. Significant alterations or structural changes that increase the usefulness, efficiency or asset life of existing buildings.  Since these are not buildings in their own right they must be capitalized as building improvements.

	do. Fixed Assets
	dp. Assets of a relatively permanent nature with a useful life of more than one year whose identity does not change with use.  The unit must be identifiable and separately accounted for.

	dq. Infrastructure
	dr. Long-lived assets that normally are stationary in nature and normally can be preserved for a significantly greater number of years than most capital assets. Examples of infrastructure assets include roads, bridges, tunnels, drainage systems, water and sewer systems, dams and lighting systems.  

	ds. Intangible Assets
	dt. A long-lived, nonfinancial in nature legal right that lacks substance.  

	du. Land Improvements
	dv. Betterments that ready land for its intended use.  Examples include site improvements such as excavation, fill, grading and utility installation; removal, relocation or reconstruction of others, such as railroad and telephone and power lines; retaining walls; parking lots; fencing; and landscaping.
dw. 
dx. For example, if a house and land are purchased and the house razed immediately then the cost of the land, house, any land improvements and the demolition costs would be included as the cost of the land.  If the house remains standing and is used for state purposes or as rental property until it is razed sometime in the future the house and land components (if material) should be estimated and capitalized separately.  The house will then be depreciated until it is demolished sometime in the future.  When the house is demolished the demolition costs will become part of the cost of the land.  

	dy. Land Use Rights - Amortized
	dz. A legal right to use conservation easements and right-a-ways, as well as minerals, timber, and water where there are legal, contractual, regulatory, technological or other factors that limit the useful life of the asset.

	ea. Land Use Rights - Permanent
	eb. A legal right to use conservation easements and right-a-ways, as well as minerals, timber, and water with an indefinite useful life.  An indefinite useful life exists when there are no legal, contractual, regulatory, technological or other factors that limit the useful life of the asset.

	ec. Major Property
	ed. Property items having a normal useful life of one year or more (including extended life due to repairs), an identity which does not change with use (i.e. retains its identity throughout its useful life), is identifiable and separately accounted for, and has a unit cost greater than the capitalization threshold.

	ee. Minor Property
	ef. Property items having a normal useful life of one year or more, an identity which does not change with use, is identifiable, can be separately accounted for, and has a unit cost of less than the capitalization threshold.

	eg. Network of Assets
	eh. All assets that provide a particular type of service for a government.  A network of infrastructure assets may be only one infrastructure asset that is composed of many components.  For example, a network of infrastructure assets may be a dam composed of a concrete dam, a concrete spillway and a series of locks.

	ei. Other Capitalized Assets
	ej. All assets that meet the definition of major property not in another asset type.  For example, this category could include livestock.

	ek. Other Intangibles
	el. All intangible assets that meet the definition of an intangible asset not in another intangible asset type.  Examples are copyrights, patents and trademarks.

	em. Software – Purchased
	en. Commercially available software that is purchased or licensed with little or no modifications necessary before being put into operation.  

	eo. Software – Internally Generated
	ep. Software developed in-house or by a third-party contractor on behalf of the organization.  Also includes commercially available software that is modified using more than minimal effort before being put into operation.

	eq. Subsystem of a Network of Assets
	er. All assets that make up a similar portion or segment of a network of assets.  For example, all the roads of a government could be considered a network of infrastructure assets.  Interstate highways, state highways and rural roads could each be considered a subsystem of that network. 

	es. Supplies and Materials
	et. Consumable commodities purchased for inventory or immediate consumption; articles and commodities, which are consumed or materially altered when used; and software and fixed assets with a unit cost of less than the capitalization threshold.  This may include operating supplies, office supplies, and small tools (Expenditure accounts 622XX).

	eu. Works of Art and Historical Collections
	ev. Works of art and historical treasures (including related collections) will be capitalized as required under GASB 34 para 27 through 29 and note 22.  These will be capitalized by the state and are not depreciable.  Capitalized collections or individual items that are “exhaustible such as exhibits whose useful lives are diminished by display or educational or research activities will be depreciated.”  A separate depreciable category and related accounts have been established for this activity.


ew. [bookmark: _Toc75403787][bookmark: _Toc133315237][bookmark: _Toc163022759][bookmark: _Toc293580893][bookmark: _Toc306601680][bookmark: _Toc322441685][bookmark: _Toc322516059][bookmark: _Ref445726295][bookmark: _Toc75403828][bookmark: _Toc133315279]Responsibilities
ex. [bookmark: _Toc75403788][bookmark: _Toc133315238][bookmark: _Toc163022760][bookmark: _Toc293580894][bookmark: _Toc306601681][bookmark: _Toc322441686][bookmark: _Toc322516060]Department of Administration (DOA)
ey. Section 17-1-102 (2) MCA, provides that the Department of Administration “shall prescribe and install a uniform accounting and reporting system for all state agencies and institutions, reporting the receipt, use and disposition of all public money and property in accordance with generally accepted accounting principles”. 
ez. [bookmark: _Toc322516061]Statewide administration of AM is divided within the Department of Administration, between the Accounting Bureau, the SABHRS Finance and Budget Bureau and the Property and Supply Bureau.
fa. [bookmark: _Toc133315239][bookmark: _Toc163022761][bookmark: _Toc293580895][bookmark: _Toc306601682][bookmark: _Toc322441687][bookmark: _Toc322516062]Responsibilities of the Accounting Bureau 
fb. Issue related accounting policy and development of procedures.
fc. Work with agencies and SABHRS to insure AM complies with GAAP.
fd. Provide primary helpdesk support.
fe. Assist with report and query development.
ff. Assist with the correction of system deficiencies.
fg. [bookmark: _Toc75403789][bookmark: _Toc133315240][bookmark: _Toc163022762][bookmark: _Toc293580896][bookmark: _Toc306601683][bookmark: _Toc322441688][bookmark: _Toc322516063]Responsibilities of the SABHRS Finance and Budget Bureau 
fh. Maintenance of AM.
fi. Work with DOA Accounting Bureau and PeopleSoft to correct system deficiencies.
fj. Run monthly AM processes.
fk. Develop reports and public queries.
fl. Correct system deficiencies.
fm. [bookmark: _Toc75403790][bookmark: _Toc133315241][bookmark: _Toc163022763][bookmark: _Toc293580897][bookmark: _Toc306601684][bookmark: _Toc322441689][bookmark: _Toc322516064]Responsibilities of the Property and Supply Bureau
fn. Coordinate disposal of surplus property for agencies.
fo. Dispose of surplus property.
fp. Provide agencies with notification that the surplus process has been completed.
fq. [bookmark: _Toc75403791][bookmark: _Toc133315242][bookmark: _Toc163022764][bookmark: _Toc293580898][bookmark: _Toc306601685][bookmark: _Toc322441690][bookmark: _Toc322516065]Agency property coordinator
fr. Agencies are to designate an agency property coordinator who will serve as the liaison with the DOA Accounting Bureau in carrying out duties assigned relative to property management and to assure the exchange of administrative information between the DOA Accounting Bureau and the agency.  Agencies must notify the DOA Accounting Bureau of the individual designated as the agency's property coordinator.
fs. [bookmark: _Toc75403792][bookmark: _Toc133315243][bookmark: _Toc163022765][bookmark: _Toc293580899][bookmark: _Toc306601686][bookmark: _Toc322441691][bookmark: _Toc322516066]Duties of the agency property coordinator
ft. Timely and accurate entry of asset information into SABHRS.  This entry should be performed as assets are received.  The entries should, at a minimum, be made on a monthly basis, and not be accumulated until fiscal year-end. 
fu. Analysis of asset balances and information and correction of data accordingly.
fv. Assign responsibility for property matters to property officers within the agency.
fw. Assign responsibility for the physical inventory of property to personnel within the agency.
fx. Assign responsibility for the coordination of surplus equipment.
fy. Control and distribute of property tags.
fz. [bookmark: _Toc75403793][bookmark: _Toc133315244][bookmark: _Toc163022766][bookmark: _Toc293580900][bookmark: _Toc306601687][bookmark: _Toc322441692][bookmark: _Toc322516067]Property officers
ga. The number of property officers within each agency will be designated by the agency property coordinator, with the approval of the agency director, considering such factors as the size and organizational structure of the agency, geographical locations and number of property items.
gb. In general, the property officer should be the individual having direct supervision over the persons using the property, (e.g., the foreman in a carpenter shop, the accounting supervisor in an accounting office, etc.).
gc. [bookmark: _Toc75403794][bookmark: _Toc133315245][bookmark: _Toc163022767][bookmark: _Toc293580901][bookmark: _Toc306601688][bookmark: _Toc322441693][bookmark: _Toc322516068]Duties of property officers
gd. Ensure the proper use and maintenance of property.
ge. Promptly report any property loss, misuse of property or any condition requiring repair or which creates a hazardous working condition.
gf. Responsible for the assignment of property within their area of responsibility.
gg. Responsible for the tagging of property within their area of responsibility.
gh. [bookmark: _Toc75403795][bookmark: _Toc133315246][bookmark: _Toc163022768][bookmark: _Toc293580902][bookmark: _Toc306601689][bookmark: _Toc322441694][bookmark: _Toc322516069]Capital asset reported cost
gi. Capital assets should be reported at their historical cost (after any cash discounts).  In the absence of historical cost information, the asset’s estimated historical cost may be used.  Assets donated by discretely presented component units or by parties outside the financial reporting entity should be reported at their fair value on the date the donation is made.  When capital assets are moved from one fund to another, the recipient fund should continue to report those assets at their historical cost as of the date they were acquired by the primary government.
a. [bookmark: _Toc75403796][bookmark: _Toc133315247][bookmark: _Toc163022769][bookmark: _Toc293580903][bookmark: _Toc306601690][bookmark: _Toc322441695][bookmark: _Toc322516070]Calculation of historical cost
gj. The historical cost of a capital asset should include all of the following:
i. Ancillary charges necessary to place the asset in its intended location (for example, freight charges).
ii. Ancillary charges necessary to place the asset in its intended condition for use (for example, installation and site preparation charges).
iii. Capitalized interest on debt incurred during the construction phase of a project.  This is only applicable for debt issued in enterprise funds for a project that will be paid for out of enterprise funds.
gk. The historical cost of a capital asset should include the cost of any subsequent additions or improvements but exclude the cost of repairs.  An addition or improvement, unlike a repair, either enhances a capital asset’s functionality (effectiveness or efficiency), or it extends a capital asset’s expected useful life.  
gl. If additional costs need to be added to an asset’s historical cost, they should be added as a separate asset on AM and linked to the original asset using the parent/child functionality. 
a. [bookmark: _Toc75403797][bookmark: _Toc133315248][bookmark: _Toc163022770][bookmark: _Toc293580904][bookmark: _Toc306601691][bookmark: _Toc322441696][bookmark: _Toc322516071]Historical cost estimation procedures
gm. When the historical cost of capital assets is no longer available, the estimated historical cost can be calculated by using either the standard costing method or the price level index method.  In either case once calculated, the estimated historical cost of the capital asset would need to be reduced by an appropriate amount of accumulated depreciation/amortization.  This is accomplished in AM by changing the transaction date to correspond to the actual in-service date of the asset when it is added.
i. [bookmark: _Toc75403798][bookmark: _Toc133315249][bookmark: _Toc163022771][bookmark: _Toc293580905][bookmark: _Toc306601692][bookmark: _Toc322441697][bookmark: _Toc322516072]Standard costing method
gn. Standard costing involves using historical sources, such as sales catalogs or advertisements, to establish the average cost of obtaining the same or similar assets.  In addition, the standard costing method could use a quote from a manufacturer as to the cost at the time of purchase.
i. [bookmark: _Toc75403799][bookmark: _Toc133315250][bookmark: _Toc163022772][bookmark: _Toc293580906][bookmark: _Toc306601693][bookmark: _Toc322441698][bookmark: _Toc322516073]Price level index method
go. The price level index method deflates the current cost of the same or similar asset using an appropriate price index. 
i. [bookmark: _Toc75403800][bookmark: _Toc133315251][bookmark: _Toc163022773][bookmark: _Toc293580907][bookmark: _Toc306601694][bookmark: _Toc322441699][bookmark: _Toc322516074]Price level indicators
gp. Annual price levels are measured in terms of the Gross National Product Implicit Price Deflators GNP Deflators) for government purchases of goods/services.  GNP Deflators can be found at the following website in section 1.1.9:
gq. http://www.bea.gov/iTable/iTable.cfm?ReqID=9&step=1 
i. [bookmark: _Toc75403801][bookmark: _Toc133315252][bookmark: _Toc163022774][bookmark: _Toc293580908][bookmark: _Toc306601695][bookmark: _Toc322441700][bookmark: _Toc322516075]Estimation procedures
gr. The following steps are used in converting the current cost of purchasing an asset at today's prices into the estimated historical cost of a capital asset:
gs. Calculate the conversion factor by determining the deflator prevailing when the capital asset was acquired and dividing it by the current year GNP Deflator.
gt. Calculate the estimated historical cost by multiplying capital asset cost times the conversion factor determined in step 1.
gu. Important: Documentation of the source of the capital asset's current cost and the actual or estimated year the asset was acquired should be maintained by the agency for future reference and audit purposes.
i. [bookmark: _Toc75403802][bookmark: _Toc133315253][bookmark: _Toc163022775][bookmark: _Toc293580909][bookmark: _Toc306601696][bookmark: _Toc322441701][bookmark: _Toc322516076]Example - historical cost estimation
	gv. Current cost of comparable equipment
	gw. $22,000

	gx. Acquisition year of equipment
	gy. 1994 

	gz. Acquisition year GNP Deflator (1994)
	ha. 96 

	hb. GNP Deflator (2002)
	hc. 111

	hd. Step I conversion factor
	he. 1994 Deflator/2002 Deflator = 96/111 = .865

	hf. Step II estimated historical cost
	hg. $22,000 X .865 = $19,030


a. [bookmark: _Toc293580910][bookmark: _Toc306601697][bookmark: _Toc322441702][bookmark: _Toc322516077][bookmark: _Toc75403803][bookmark: _Toc133315254][bookmark: _Toc163022776]Exception to historical cost (modified July 2009)
i. Governmental Accounting Standards Board (GASB) Statement No. 52, “Land and Other Real Estate Held as Investments by Endowments” requires land and other real estate held as investments by endowments to be reported at fair value at the reporting date. Changes in fair value during the period should be reported as investment income. This statement amends paragraph 2 of GASB Statement No. 31 “Accounting and Financial Reporting for Certain Investments and for External Investment Pools.” This does not affect lands granted by the Federal Government in connection with a state being admitted to the United States. Also, it does not apply to quasi-endowments.
ii. [bookmark: _Toc293580911][bookmark: _Toc306601698][bookmark: _Toc322441703][bookmark: _Toc322516078]Funds Affected
hh. Permanent funds: SABHRS (09xxx-09499)
hi. University funds: SABHRS (>10000)
hj. Private Purpose funds: SABHRS (086xx)
i. [bookmark: _Toc293580912][bookmark: _Toc306601699][bookmark: _Toc322441704][bookmark: _Toc322516079]Calculation and Reporting of Fair Value
hk. An agency may use any reasonable method to calculate fair value. No specific valuation method is required. For FYE2009, treat all changes from historical to fair value as adjustments to prior periods. The financial statement presentation for the periods affected should be restated. If restatement is not practical, the cumulative effect of applying this statement should be reported as a restatement of beginning net position (or equity or fund balance, as appropriate) for the earliest period restated (generally the current period). 
i. [bookmark: _Toc293580913][bookmark: _Toc306601700][bookmark: _Toc322441705][bookmark: _Toc322516080]Disclosures for those funds affected by GASB 52
hl. Estate held in the first period that this statement is applied, the entity should disclose the nature of the restatement and its effect. Additionally, GASB 52 requires entities to comply with applicable disclosures in GASB Statement No. 31, paragraph 15 to their land and other real as investments. Entities must disclose the methods and significant assumptions used to estimate the fair value of these investments, if that fair value is based on other than quoted market prices.
hm. [bookmark: _Toc293580914][bookmark: _Toc306601701][bookmark: _Toc322441706][bookmark: _Toc322516081][bookmark: _Ref445726352]General property management
a. [bookmark: _Toc75403804][bookmark: _Toc133315255][bookmark: _Toc163022777][bookmark: _Toc293580915][bookmark: _Toc306601702][bookmark: _Toc322441707][bookmark: _Toc322516082]Identification of property
hn. AM will automatically assign the next sequential number available for an agency or AM business unit unless the user assigns a different number when the asset is added.  It is recommended that agencies allow the system to assign the numbers unless there is a valid reason to assign different number sequences.  In the case of property for which a tag is required, AM will automatically assign the asset identification number as the tag number unless an agency assigns a different tag number to the asset.  
ho. Individual asset identification numbers are assigned to each asset item added to AM within the agency beginning with one (00000000001) and continuing sequentially to 9999999999.  A specific asset identification number may not be used more than once within the business unit code.
i. [bookmark: _Toc75403805][bookmark: _Toc133315256][bookmark: _Toc163022778][bookmark: _Toc293580916][bookmark: _Toc306601703][bookmark: _Toc322441708][bookmark: _Toc322516083]Property tags
hp. Some capital assets (e.g., land, buildings, etc.) may not actually be physically tagged or identified, although individual asset identification numbers for each item will be assigned by AM.  Because of the physical nature of some equipment, it may not be feasible to affix one of the standard tags.  However, whenever possible, the tag number will still be identified on the item by some means such as etching, decal, indelible ink, etc.
hq. Where possible, property tags should conform to the following specifications:
hr. Tags shall contain the description "State of Montana"
hs. Tags shall contain the responsible agency name.
ht. They can be numbered from 00000000001 to 99999999999.
hu. Non-numbered tags can be ordered.  These can be used to replace missing numbered tags by typing the tag number directly on the property tag.  Barcode labels used in place of metal tags must contain the same information noted above.
hv. Departments that have established identifying and tagging procedures that meet or exceed the above specifications will be allowed to retain their property tags.
i. [bookmark: _Toc75403806][bookmark: _Toc133315257][bookmark: _Toc163022779][bookmark: _Toc293580917][bookmark: _Toc306601704][bookmark: _Toc322441709][bookmark: _Toc322516084]Ordering tags
ii. Agency property coordinators should contact the Department of Administration Property and Supply Bureau for instructions on ordering property tags.
iii. [bookmark: _Toc75403807][bookmark: _Toc133315258][bookmark: _Toc163022780][bookmark: _Toc293580918][bookmark: _Toc306601705][bookmark: _Toc322441710][bookmark: _Toc322516085]Affixing tags
hw. All major equipment (equipment meeting the capitalization threshold) should be identified in the manner that promotes easy identification.  At the agencies discretion, minor equipment should have a property tag attached.  Property tags should be placed in plain sight on the equipment, but in such a manner so as not to interfere with the operation of the equipment or be easily removed during the use of the equipment as physical conditions permit. 
hx. Any manufacturer's mark and/or serial number should remain exposed and intact in order to expedite repair and facilitate the maintenance of service records. 
i. [bookmark: _Toc75403808][bookmark: _Toc133315259][bookmark: _Toc163022781][bookmark: _Toc293580919][bookmark: _Toc306601706][bookmark: _Toc322441711][bookmark: _Toc322516086]Control of unmissed tags
hy. Proper control must be exercised over the issuance of property tags.  An example of a format to record the information necessary to control the issuing of tags is shown below:
	hz. PROPERTY TAG CONTROL SHEET DEPARTMENT OF ABC

	ia. FOR TAG NUMBERS:                                 through

	ib. 
	ic. 
	id. 
	ie. 

	if. Tag Number(s)
	ig. Date Issued
	ih. Issued By
	ii. Issued To

	ij. 
	ik. 
	il. 
	im. 


i. [bookmark: _Toc75403809][bookmark: _Toc133315260][bookmark: _Toc163022782][bookmark: _Toc293580920][bookmark: _Toc306601707][bookmark: _Toc322441712][bookmark: _Toc322516087]Sensitive equipment
in. Agencies must track, and inventory sensitive items with a cost under the capitalization limit.  Examples of sensitive items include personal computers, laptops, cameras, spotting scopes, firearms, etc.  If possible, these items must be tagged in the same manner as capital equipment.  It is recommended these be added to AM as expensed assets for inventory control purposes.
i. [bookmark: _Toc75403810][bookmark: _Toc133315261][bookmark: _Toc163022783][bookmark: _Toc293580921][bookmark: _Toc306601708][bookmark: _Toc322441713][bookmark: _Toc322516088]Expendable supplies
io. Expendable supplies, to the extent considered necessary, will be identified and marked in an appropriate manner that will identify them as belonging to a specific agency of the State of Montana.  Examples: (1) wood handled tools can be marked by branding, stamping with a dye or by distinctive paint marks; (2) cloth items, such as sheets, blankets, and mattresses, can be stenciled.
i. [bookmark: _Toc75403811][bookmark: _Toc133315262][bookmark: _Toc163022784][bookmark: _Toc293580922][bookmark: _Toc306601709][bookmark: _Toc322441714][bookmark: _Toc322516089]Rental or leased equipment
ip. A property tag or decal that can be removed later without defacing the equipment should be affixed to rented or leased equipment to distinguish them from State of Montana property and to assure their proper care and return.
a. [bookmark: _Toc75403812][bookmark: _Toc133315263][bookmark: _Toc163022785][bookmark: _Toc293580923][bookmark: _Toc306601710][bookmark: _Toc322441715][bookmark: _Toc322516090]Physical inventories
iq. An agency must take a complete physical inventory of all capital assets, tagged minor equipment, and sensitive equipment using either the inventory listing available from either an asset management system or an automated barcode scanner process.  At a minimum, this inventory must be taken every two years.  
i. [bookmark: _Toc75403813][bookmark: _Toc133315264][bookmark: _Toc163022786][bookmark: _Toc293580924][bookmark: _Toc306601711][bookmark: _Toc322441716][bookmark: _Toc322516091]Agency inventory plan
ir. The agency property coordinator will designate personnel or work with agency management to obtain personnel who are to take the inventory.  The custodian of the property records or the person to whom the capital assets have been assigned should not exclusively control the inventory.  Property records should be utilized whenever possible to assist in locating capital asset items.  Inventories should be taken progressively from one small area to another (e.g., a building, one floor at a time, room by room).  All capital assets, tagged minor equipment, and sensitive equipment, should be included in the inventory. 
is. Personnel conducting a manual inventory should record all data possible on the inventory by location report to be utilized in the update of the asset management system for individual capital asset items. 
it. Upon completion of the capital asset inventory, the asset management system should be updated and accounting entries recorded on SABHRS, when appropriate.  Inventory records must be retained in the agency files.  Additional documents related to individual property items should be filed with the inventory records.
iu. The frequency of a physical inspection and inventory of all capital assets will be determined by each agency's inventory system.  If an agency has a perpetual capital asset inventory system where the records are updated every time a capital asset is purchased or disposed of, a physical inventory need only be taken once every two years.  If the agency does not have a perpetual inventory system, a physical inventory must be performed every year near June 30.  The annual inventory will insure that the capital assets recorded on asset management at fiscal year-end are correctly stated.  A physical inventory should be taken to coincide with the June 30 fiscal year-end.
iv. While taking inventories, it may be desirable to prepare separate listings of minor, expendable, rental or leased equipment for which tagging or other identification is considered necessary.
i. [bookmark: _Toc75403814][bookmark: _Toc133315265][bookmark: _Toc163022787][bookmark: _Toc293580925][bookmark: _Toc306601712][bookmark: _Toc322441717][bookmark: _Toc322516092]Missing tags or untagged items
iw. While the physical inventory of capital assets is being conducted, attention should be directed to any capital assets without tags.  It is possible that the item's original tag is missing or that it was not initially tagged.  Sufficient information should be noted so that a research of property records can determine if the item needs to be tagged or retagged.  
ix. If the untagged item is on the inventory list correctly and a new tag number is given to that asset, no adjustment is needed to the asset management system other than noting of the new tag number.  
i. [bookmark: _Toc75403815][bookmark: _Toc133315266][bookmark: _Toc163022788][bookmark: _Toc293580926][bookmark: _Toc306601713][bookmark: _Toc322441718][bookmark: _Toc322516093]Inspection of equipment
iy. Equipment should be inspected during inventories to determine its condition and the appropriate condition code entered on the inventory listing.
iz. If the personnel conducting the inventory suspect that replacement or extensive repairs may be necessary, it should be reported to the custodian of the asset and the agency property coordinator.
i. [bookmark: _Toc75403816][bookmark: _Toc133315267][bookmark: _Toc163022789][bookmark: _Toc293580927][bookmark: _Toc306601714][bookmark: _Toc322441719][bookmark: _Toc322516094]Reconciliation and adjustments
ja. Capital assets disclosed by the physical inventory should agree with the items as listed on the inventory list.  Discrepancies must be thoroughly investigated and reported to the agency property coordinator.  Any necessary write-offs because of missing capital assets should be documented and submitted to the Legislative Audit Division and the Attorney General.  The Report of Property Survey form may be used for this.  It is available at the following address:
jb. http://accounting.mt.gov/accountingformsinfo.mcpx
jc. Upon completion of the physical inventory, all necessary adjustments should be made to the asset management system to accurately reflect capital asset totals.  If the item was found not to have been included on the asset management inventory list, then the asset must be added to asset management.  In SABHRS, the transaction date must be changed to properly reflect in-service date of the asset. 
a. [bookmark: _Toc75403817][bookmark: _Toc133315268][bookmark: _Toc163022790][bookmark: _Toc293580928][bookmark: _Toc306601715][bookmark: _Toc322441720][bookmark: _Toc322516095]Asset characteristics
i. [bookmark: _Toc75403818][bookmark: _Toc133315269][bookmark: _Toc163022791][bookmark: _Toc293580929][bookmark: _Toc306601716][bookmark: _Toc322441721][bookmark: _Toc322516096]Useful life and/or salvage value
jd. The useful life and salvage value of an asset is defined based on the Profile ID as designated on AM.  The useful life and/or the salvage value of an asset can be changed in certain circumstances.  Reasons to adjust the useful life and/or salvage value of an asset could include, but is not limited to, experience with similar assets or a need to meet federal depreciation/amortization allowance guidance.  Supporting documentation for determining the estimated useful lives of fixed assets would be engineering studies, actual experience documented in the records of similar assets, etc.  Agencies may also be required to follow the useful lives identified by third party regulators such as those specified by the American Hospital Association Depreciation Guide.   Any change of the useful life and/or salvage value of an asset should be documented and maintained by each agency.  The useful life of an asset is expressed in periods (months) on AM. 
i. [bookmark: _Toc75403819][bookmark: _Toc133315270][bookmark: _Toc163022792][bookmark: _Toc293580930][bookmark: _Toc306601717][bookmark: _Toc322441722][bookmark: _Toc322516097]Asset class
je. In AM, a five-digit number has been assigned to the various classes of property as listed below.  The first two digits represent the classification of property and the next three digits represent the type of property within the classification.  Agencies must include a class type to each asset as it is added to AM.  The class type is not defaulted into the asset as part of the profile.  This is also not a system-required field because it is not available in some AM panels.  However, this field is required by State of Montana policy on AM panels that it appears on.
jf. [bookmark: _Toc75403820][bookmark: _Toc133315271][bookmark: _Toc163022793][bookmark: _Toc293580931][bookmark: _Toc306601718][bookmark: _Toc322441723][bookmark: _Toc322516098]
jg. 
jh. Asset profile / salvage value / useful life / category / class table (modified April 2010)
	ji. [bookmark: OLE_LINK1]Profile Description
	jj. Asset Class Description
	jk. Profile ID
	jl. Salvage Value Percent
	jm. Useful Life in Months
	jn. Category
	jo. Asset Class 

	jp. Expensed
	jq. 
	jr. EXPENSED
	js. N/A
	jt. N/A
	ju. EXPEN
	jv. As Req’d

	jw. Agricultural Equipment 
	jx. 
	jy. G03, P03
	jz. 10
	ka. 120
	kb. GEQUP, PEQUP
	kc. 03

	kd. 
	ke. Field Machinery
	kf. 
	kg. 
	kh. 
	ki. 
	kj. 03001

	kk. 
	kl. Attachments
	km. 
	kn. 
	ko. 
	kp. 
	kq. 03002

	kr. 
	ks. Tractors
	kt. 
	ku. 
	kv. 
	kw. 
	kx. 03003

	ky. 
	kz. Farm Wagons
	la. 
	lb. 
	lc. 
	ld. 
	le. 03004

	lf. 
	lg. Livestock Feeding Equipment
	lh. 
	li. 
	lj. 
	lk. 
	ll. 03005

	lm. 
	ln. Grain Moving Equipment
	lo. 
	lp. 
	lq. 
	lr. 
	ls. 03006

	lt. 
	lu. Tractors/Mowers
	lv. 
	lw. 
	lx. 
	ly. 
	lz. 03033

	ma. 
	mb. Agriculture Other
	mc. 
	md. 
	me. 
	mf. 
	mg. 03999

	mh. Airport & Airways Equipment 
	mi. 
	mj. G04, P04
	mk. 05
	ml. 120
	mm. GEQUP, PEQUP
	mn. 04

	mo. 
	mp. Airway Beacons 
	mq. 
	mr. 
	ms. 
	mt. 
	mu. 04001

	mv. 
	mw. Non-Directional Radio Beacons
	mx. 
	my. 
	mz. 
	na. 
	nb. 04002

	nc. 
	nd. Unicom Radios
	ne. 
	nf. 
	ng. 
	nh. 
	ni. 04003

	nj. 
	nk. ELT Homer
	nl. 
	nm. 
	nn. 
	no. 
	np. 04004

	nq. 
	nr. Weather System
	ns. 
	nt. 
	nu. 
	nv. 
	nw. 04005

	nx. 
	ny. Airport/Airway Other
	nz. 
	oa. 
	ob. 
	oc. 
	od. 04999

	oe. Audio-Visual & Photo Equipment 
	of. 
	og. G05, P05
	oh. 08
	oi. 60
	oj. GEQUP, PEQUP
	ok. 05

	ol. 
	om. Microfilm
	on. 
	oo. 
	op. 
	oq. 
	or. 05001

	os. 
	ot. Projection
	ou. 
	ov. 
	ow. 
	ox. 
	oy. 05002

	oz. 
	pa. Radio and Television
	pb. 
	pc. 
	pd. 
	pe. 
	pf. 05003

	pg. 
	ph. Recording
	pi. 
	pj. 
	pk. 
	pl. 
	pm. 05004

	pn. 
	po. Sound
	pp. 
	pq. 
	pr. 
	ps. 
	pt. 05005

	pu. 
	pv. Cameras
	pw. 
	px. 
	py. 
	pz. 
	qa. 05006

	qb. 
	qc. Camera Lenses
	qd. 
	qe. 
	qf. 
	qg. 
	qh. 05007

	qi. 
	qj. Film Developing/ Printing Equipment
	qk. 
	ql. 
	qm. 
	qn. 
	qo. 05008

	qp. 
	qq. Movie Film
	qr. 
	qs. 
	qt. 
	qu. 
	qv. 05009

	qw. 
	qx. Audio/Visual Other
	qy. 
	qz. 
	ra. 
	rb. 
	rc. 05999

	rd. Books and Maps Depreciable 
	re. 
	rf. G10, P10, 
	rg. 00
	rh. 84
	ri. GBOKS, PBOKS
	rj. 10

	rk. Books and Maps Non-Depreciable
	rl. 
	rm. G9101, P9101
	rn. N/A
	ro. N/A
	rp. GLCOL,PLCOL
	rq. 10

	rr. 
	rs. Books and Maps Other
	rt. 
	ru. 
	rv. 
	rw. 
	rx. 10999

	ry. Buildings
	rz. 
	sa. G15, P15 
	sb. 05
	sc. 300
	sd. GBLDG, PBLDG
	se. 15

	sf. Building Improvements
	sg. 
	sh. G30, P30
	si. 05
	sj. 84
	sk. GIMPR,PIMPR
	sl. 15

	sm. 
	sn. Hospitals
	so. 
	sp. 
	sq. 
	sr. 
	ss. 15001

	st. 
	su. Sheds
	sv. 
	sw. 
	sx. 
	sy. 
	sz. 15002

	ta. 
	tb. Classroom/Research
	tc. 
	td. 
	te. 
	tf. 
	tg. 15003

	th. 
	ti. Residences
	tj. 
	tk. 
	tl. 
	tm. 
	tn. 15004

	to. 
	tp. Garages/Barns
	tq. 
	tr. 
	ts. 
	tt. 
	tu. 15005

	tv. 
	tw. Buildings Other
	tx. 
	ty. 
	tz. 
	ua. 
	ub. 15999

	uc. 
	ud. 
	ue. 
	uf. 
	ug. 
	uh. 
	ui. 

	uj. Construction Equipment 
	uk. 
	ul. G18, P18
	um. 10
	un. 84
	uo. GEQUP, PEQUP
	up. 18

	uq. 
	ur. Excavation & Trenching Equipment
	us. 
	ut. 
	uu. 
	uv. 
	uw. 18001

	ux. 
	uy. Earth-Moving Equipment
	uz. 
	va. 
	vb. 
	vc. 
	vd. 18002

	ve. 
	vf. Loaders
	vg. 
	vh. 
	vi. 
	vj. 
	vk. 18003

	vl. 
	vm. Crawlers
	vn. 
	vo. 
	vp. 
	vq. 
	vr. 18005

	vs. 
	vt. Fork Lift
	vu. 
	vv. 
	vw. 
	vx. 
	vy. 18006

	vz. 
	wa. Motor Patrol/Graders
	wb. 
	wc. 
	wd. 
	we. 
	wf. 18030

	wg. 
	wh. Rollers
	wi. 
	wj. 
	wk. 
	wl. 
	wm. 18031

	wn. 
	wo. Loaders
	wp. 
	wq. 
	wr. 
	ws. 
	wt. 18032

	wu. 
	wv. Crawler/Tractors
	ww. 
	wx. 
	wy. 
	wz. 
	xa. 18035

	xb. 
	xc. Pulverizers
	xd. 
	xe. 
	xf. 
	xg. 
	xh. 18037

	xi. 
	xj. Const Equip Other
	xk. 
	xl. 
	xm. 
	xn. 
	xo. 18999

	xp. 
	xq. 
	xr. 
	xs. 
	xt. 
	xu. 
	xv. 

	xw. Construction Work in Progress
	xx. 
	xy. G19, P19
	xz. N/A
	ya. N/A
	yb. GCWIP, PCWIP
	yc. 19999

	yd. Data Processing Equipment 
	ye. 
	yf. G20, P20
	yg. 10
	yh. 60
	yi. GEQUP, PEQUP
	yj. 20

	yk. 
	yl. Computers
	ym. 
	yn. 
	yo. 
	yp. 
	yq. 20001

	yr. 
	ys. Terminals
	yt. 
	yu. 
	yv. 
	yw. 
	yx. 20002

	yy. 
	yz. Communications Equipment
	za. 
	zb. 
	zc. 
	zd. 
	ze. 20003

	zf. 
	zg. Peripheral Equipment
	zh. 
	zi. 
	zj. 
	zk. 
	zl. 20004

	zm. 
	zn. Printers
	zo. 
	zp. 
	zq. 
	zr. 
	zs. 20005

	zt. 
	zu. Scanners
	zv. 
	zw. 
	zx. 
	zy. 
	zz. 20006

	aaa. 
	aab. Data Processing Other
	aac. 
	aad. 
	aae. 
	aaf. 
	aag. 20999

	aah. 
	aai. 
	aaj. 
	aak. 
	aal. 
	aam. 
	aan. 

	aao. Firearms
	aap. 
	aaq. G22, P22
	aar. 10
	aas. 84
	aat. GOTHR, POTHR
	aau. 22

	aav. 
	aaw. Handguns
	aax. 
	aay. 
	aaz. 
	aba. 
	abb. 22001

	abc. 
	abd. Rifles
	abe. 
	abf. 
	abg. 
	abh. 
	abi. 22002

	abj. 
	abk. Shotguns
	abl. 
	abm. 
	abn. 
	abo. 
	abp. 22003

	abq. 
	abr. Tranquilizing Guns
	abs. 
	abt. 
	abu. 
	abv. 
	abw. 22004

	abx. 
	aby. Firearms Other
	abz. 
	aca. 
	acb. 
	acc. 
	acd. 22999

	ace. 
	acf. 
	acg. 
	ach. 
	aci. 
	acj. 
	ack. 

	acl. Furniture and Fixtures 
	acm. 
	acn. G25, P25
	aco. 02
	acp. 120
	acq. GEQUP, PEQUP
	acr. 25

	acs. 
	act. Beds
	acu. 
	acv. 
	acw. 
	acx. 
	acy. 25001

	acz. 
	ada. Benches
	adb. 
	adc. 
	add. 
	ade. 
	adf. 25002

	adg. 
	adh. Bookcases
	adi. 
	adj. 
	adk. 
	adl. 
	adm. 25003

	adn. 
	ado. Carpeting
	adp. 
	adq. 
	adr. 
	ads. 
	adt. 25004

	adu. 
	adv. Chairs
	adw. 
	adx. 
	ady. 
	adz. 
	aea. 25005

	aeb. 
	aec. Desks
	aed. 
	aee. 
	aef. 
	aeg. 
	aeh. 25006

	aei. 
	aej. Drapes
	aek. 
	ael. 
	aem. 
	aen. 
	aeo. 25007

	aep. 
	aeq. Filing Cabinets
	aer. 
	aes. 
	aet. 
	aeu. 
	aev. 25008

	aew. 
	aex. Lamps
	aey. 
	aez. 
	afa. 
	afb. 
	afc. 25009

	afd. 
	afe. Shelves, Movable 
	aff. 
	afg. 
	afh. 
	afi. 
	afj. 25010

	afk. 
	afl. Sofas
	afm. 
	afn. 
	afo. 
	afp. 
	afq. 25011

	afr. 
	afs. Stools
	aft. 
	afu. 
	afv. 
	afw. 
	afx. 25012

	afy. 
	afz. Tables
	aga. 
	agb. 
	agc. 
	agd. 
	age. 25013

	agf. 
	agg. Tubs and Showers
	agh. 
	agi. 
	agj. 
	agk. 
	agl. 25014

	agm. 
	agn. Clocks
	ago. 
	agp. 
	agq. 
	agr. 
	ags. 25015

	agt. 
	agu. Dressers 
	agv. 
	agw. 
	agx. 
	agy. 
	agz. 25016

	aha. 
	ahb. Furnaces
	ahc. 
	ahd. 
	ahe. 
	ahf. 
	ahg. 25017

	ahh. 
	ahi. Decorative & Ornamental Items
	ahj. 
	ahk. 
	ahl. 
	ahm. 
	ahn. 25018

	aho. 
	ahp. Storage Cabinets
	ahq. 
	ahr. 
	ahs. 
	aht. 
	ahu. 25021

	ahv. 
	ahw. Display Cases
	ahx. 
	ahy. 
	ahz. 
	aia. 
	aib. 25023

	aic. 
	aid. Files - Fiche, Card, Map & Plan
	aie. 
	aif. 
	aig. 
	aih. 
	aii. 25025

	aij. 
	aik. Furniture/Fixtures Other
	ail. 
	aim. 
	ain. 
	aio. 
	aip. 25999

	aiq. 
	air. 
	ais. 
	ait. 
	aiu. 
	aiv. 
	aiw. 

	aix. Infrastructure
	aiy. 
	aiz. 
	aja. 
	ajb. 
	ajc. 
	ajd. 90

	aje. 
	ajf. Dams
	ajg. G9001, P9001
	ajh. 0
	aji. 600
	ajj. GINFR
	ajk. 90001

	ajl. 
	ajm. Paved Roads
	ajn. G9002, P9002
	ajo. 0
	ajp. 240
	ajq. GINFR
	ajr. 90002

	ajs. 
	ajt. Gravel Roads
	aju. G9003, P9003
	ajv. 0
	ajw. 120
	ajx. GINFR
	ajy. 90003

	ajz. 
	aka. Sewage Lagoons
	akb. G9004, P9004
	akc. 0
	akd. 480
	ake. GINFR
	akf. 90004

	akg. 
	akh. Water Systems
	aki. G9005, P9005
	akj. 0
	akk. 480
	akl. GINFR
	akm. 90005

	akn. 
	ako. Hatchery Raceways
	akp. G9006, P9006
	akq. 0
	akr. 600
	aks. GILND
	akt. 90006

	aku. 
	akv. Urbanized Interstate
	akw. G9012
	akx. 0
	aky. 336
	akz. GINFR
	ala. 90007

	alb. 
	alc. Urbanized Other Princ Arterial
	ald. G9012
	ale. 0
	alf. 336
	alg. GINFR
	alh. 90008

	ali. 
	alj. Urbanized Minor Arterial
	alk. G9012
	all. 0
	alm. 336
	aln. GINFR
	alo. 90009

	alp. 
	alq. Urbanized Collectors
	alr. G9012
	als. 0
	alt. 336
	alu. GINFR
	alv. 90010

	alw. 
	alx. Highways Miscellaneous
	aly. G9012
	alz. 0
	ama. 336
	amb. GINFR
	amc. 90011

	amd. 
	ame. Bridges
	amf. G9011, P9011
	amg. 0
	amh. 420
	ami. GINFR
	amj. 90012

	amk. 
	aml. Interstate Highways
	amm. G9007
	amn. 0
	amo. 336
	amp. GINFR
	amq. 90013

	amr. 
	ams. National Highway System
	amt. G9008
	amu. 0
	amv. 336
	amw. GINFR
	amx. 90014

	amy. 
	amz. Primary Highways
	ana. G9009
	anb. 0
	anc. 336
	and. GINFR
	ane. 90015

	anf. 
	ang. Secondary Highways
	anh. G9010
	ani. 0
	anj. 336
	ank. GINFR
	anl. 90016

	anm. 
	ann. Dams
	ano. G9001, P9001
	anp. 0
	anq. 600
	anr. GINFR
	ans. 90017

	ant. 
	anu. Lakes/Ponds
	anv. G9001, P9001
	anw. 0
	anx. 600
	any. GINFR
	anz. 90018

	aoa. 
	aob. Reservoirs
	aoc. G9001, P9001
	aod. 0
	aoe. 600
	aof. GINFR
	aog. 90019

	aoh. 
	aoi. Septic Systems
	aoj. G9099, P9099
	aok. 0
	aol. 300
	aom. GINFR
	aon. 90020

	aoo. 
	aop. Ditches
	aoq. G9099, P9099
	aor. 0
	aos. 300
	aot. GINFR
	aou. 90021

	aov. 
	aow. Natural Gas Lines
	aox. G9099, P9099
	aoy. 0
	aoz. 300
	apa. GINFR
	apb. 90022

	apc. 
	apd. Electrical Lines
	ape. G9099, P9099
	apf. 0
	apg. 300
	aph. GINFR
	api. 90023

	apj. 
	apk. Telephone Lines
	apl. G9099, P9099
	apm. 0
	apn. 300
	apo. GINFR
	app. 90024

	apq. 
	apr. Water Lines
	aps. G9099, P9099
	apt. 0
	apu. 300
	apv. GINFR
	apw. 90025

	apx. 
	apy. Fiber Optic Lines
	apz. G9099, P9099
	aqa. 0
	aqb. 300
	aqc. GINFR
	aqd. 90026

	aqe. 
	aqf. Infrastructure Other
	aqg. G9099, P9099
	aqh. 0
	aqi. 300
	aqj. GINFR
	aqk. 90099

	aql. 
	aqm. 
	aqn. 
	aqo. 
	aqp. 
	aqq. 
	aqr. 

	aqs. Kitchen Equipment 
	aqt. 
	aqu. G35, P35
	aqv. 02
	aqw. 60
	aqx. GEQUP, PEQUP
	aqy. 35

	aqz. 
	ara. Dishwasher
	arb. 
	arc. 
	ard. 
	are. 
	arf. 35001

	arg. 
	arh. Food Proc. & Handling Equipment
	ari. 
	arj. 
	ark. 
	arl. 
	arm. 35002

	arn. 
	aro. Freezers
	arp. 
	arq. 
	arr. 
	ars. 
	art. 35003

	aru. 
	arv. Ovens
	arw. 
	arx. 
	ary. 
	arz. 
	asa. 35004

	asb. 
	asc. Ranges
	asd. 
	ase. 
	asf. 
	asg. 
	ash. 35005

	asi. 
	asj. Refrigerators
	ask. 
	asl. 
	asm. 
	asn. 
	aso. 35006

	asp. 
	asq. Kitchen Fixtures
	asr. 
	ass. 
	ast. 
	asu. 
	asv. 35007

	asw. 
	asx. Kitchen Equip Other
	asy. 
	asz. 
	ata. 
	atb. 
	atc. 35999

	atd. 
	ate. 
	atf. 
	atg. 
	ath. 
	ati. 
	atj. 

	atk. Laboratory & Scientific Equipment
	atl. Laboratory & Scientific Equipment
	atm. G40, P40
	atn. 02
	ato. 84
	atp. GEQUP, PEQUP
	atq. 40

	atr. 
	ats. Analysis
	att. 
	atu. 
	atv. 
	atw. 
	atx. 40001

	aty. 
	atz. Electronic
	aua. 
	aub. 
	auc. 
	aud. 
	aue. 40002

	auf. 
	aug. Heating & Cooling Devices
	auh. 
	aui. 
	auj. 
	auk. 
	aul. 40003

	aum. 
	aun. Measuring & Control Devices
	auo. 
	aup. 
	auq. 
	aur. 
	aus. 40004

	aut. 
	auu. Optical
	auv. 
	auw. 
	aux. 
	auy. 
	auz. 40005

	ava. 
	avb. Collecting Devices
	avc. 
	avd. 
	ave. 
	avf. 
	avg. 40006

	avh. 
	avi. Animal Care & Propagation Equipment
	avj. 
	avk. 
	avl. 
	avm. 
	avn. 40007

	avo. 
	avp. Purifying Apparatus
	avq. 
	avr. 
	avs. 
	avt. 
	avu. 40008

	avv. 
	avw. Electricity Variance Equipment
	avx. 
	avy. 
	avz. 
	awa. 
	awb. 40009

	awc. 
	awd. Scales and Balances
	awe. 
	awf. 
	awg. 
	awh. 
	awi. 40010

	awj. 
	awk. Mixing/Separating Equipment
	awl. 
	awm. 
	awn. 
	awo. 
	awp. 40011

	awq. 
	awr. Electrical Test Equipment
	aws. 
	awt. 
	awu. 
	awv. 
	aww. 40012

	awx. 
	awy. Microtome Equipment
	awz. 
	axa. 
	axb. 
	axc. 
	axd. 40013

	axe. 
	axf. Laser/X-ray Equipment
	axg. 
	axh. 
	axi. 
	axj. 
	axk. 40014

	axl. 
	axm. Medical Equipment
	axn. 
	axo. 
	axp. 
	axq. 
	axr. 40017

	axs. 
	axt. Drilling Equipment
	axu. 
	axv. 
	axw. 
	axx. 
	axy. 40018

	axz. 
	aya. Traffic Counters
	ayb. 
	ayc. 
	ayd. 
	aye. 
	ayf. 40019

	ayg. 
	ayh. Laboratory Other
	ayi. 
	ayj. 
	ayk. 
	ayl. 
	aym. 40999

	ayn. 
	ayo. 
	ayp. 
	ayq. 
	ayr. 
	ays. 
	ayt. 

	ayu. Land
	ayv. 
	ayw. G42, P42
	ayx. N/A
	ayy. N/A
	ayz. GLAND, PLAND
	aza. 45

	azb. 
	azc. Land Other
	azd. 
	aze. 
	azf. 
	azg. 
	azh. 45999

	azi. 
	azj. 
	azk. 
	azl. 
	azm. 
	azn. 
	azo. 

	azp. Land Improvements
	azq. 
	azr. G32, P32
	azs. 05
	azt. 84
	azu. GLIMP, PLIMP
	azv. 30

	azw. 
	azx. Fences & Barriers
	azy. 
	azz. 
	baa. 
	bab. 
	bac. 30002

	bad. 
	bae. Pavement
	baf. 
	bag. 
	bah. 
	bai. 
	baj. 30004

	bak. 
	bal. Sidewalks
	bam. 
	ban. 
	bao. 
	bap. 
	baq. 30005

	bar. 
	bas. Walls, Retaining
	bat. 
	bau. 
	bav. 
	baw. 
	bax. 30007

	bay. 
	baz. Boat Docks, Landings
	bba. 
	bbb. 
	bbc. 
	bbd. 
	bbe. 30008

	bbf. 
	bbg. Camping & Picnic Sites
	bbh. 
	bbi. 
	bbj. 
	bbk. 
	bbl. 30009

	bbm. 
	bbn. Corrals, Chutes
	bbo. 
	bbp. 
	bbq. 
	bbr. 
	bbs. 30010

	bbt. 
	bbu. Landscaping, shrubbery
	bbv. 
	bbw. 
	bbx. 
	bby. 
	bbz. 30011

	bca. 
	bcb. Wildlife Habitat Modifications
	bcc. 
	bcd. 
	bce. 
	bcf. 
	bcg. 30012

	bch. 
	bci. Picnic Tables
	bcj. 
	bck. 
	bcl. 
	bcm. 
	bcn. 30014

	bco. 
	bcp. Latrines 
	bcq. 
	bcr. 
	bcs. 
	bct. 
	bcu. 30015

	bcv. 
	bcw. Signs
	bcx. 
	bcy. 
	bcz. 
	bda. 
	bdb. 30021

	bdc. 
	bdd. Storage Tanks
	bde. 
	bdf. 
	bdg. 
	bdh. 
	bdi. 30023

	bdj. 
	bdk. Land Improvements Other
	bdl. 
	bdm. 
	bdn. 
	bdo. 
	bdp. 30999

	bdq. 
	bdr. 
	bds. 
	bdt. 
	bdu. 
	bdv. 
	bdw. 

	bdx. Land Use Rights - Amortized
	bdy. 
	bdz. G41, P41
	bea. N/A
	beb. 360
	bec. GESAM, PESAM
	bed. 41

	bee. 
	bef. Easements/Right-a-ways
	beg. 
	beh. 
	bei. 
	bej. 
	bek. 41001

	bel. 
	bem. Mineral Rights
	ben. 
	beo. 
	bep. 
	beq. 
	ber. 41002

	bes. 
	bet. Timber Rights
	beu. 
	bev. 
	bew. 
	bex. 
	bey. 41003

	bez. 
	bfa. Water Rights
	bfb. 
	bfc. 
	bfd. 
	bfe. 
	bff. 41004

	bfg. 
	bfh. 
	bfi. 
	bfj. 
	bfk. 
	bfl. 
	bfm. 

	bfn. Land Use Rights - Permanent
	bfo. 
	bfp. G43, P43
	bfq. N/A
	bfr. N/A
	bfs. GEASE, PEASE
	bft. 43

	bfu. 
	bfv. Easements/Right-a-ways
	bfw. 
	bfx. 
	bfy. 
	bfz. 
	bga. 43001

	bgb. 
	bgc. Mineral Rights
	bgd. 
	bge. 
	bgf. 
	bgg. 
	bgh. 43002

	bgi. 
	bgj. Timber Rights
	bgk. 
	bgl. 
	bgm. 
	bgn. 
	bgo. 43003

	bgp. 
	bgq. Water Rights
	bgr. 
	bgs. 
	bgt. 
	bgu. 
	bgv. 43004

	bgw. 
	bgx. 
	bgy. 
	bgz. 
	bha. 
	bhb. 
	bhc. 

	bhd. Leased Building
	bhe. 
	bhf. G44, P44
	bhg. 05
	bhh. 300
	bhi. GLBLD, PLBLD
	bhj. As Req’d

	bhk. 
	bhl. 
	bhm. 
	bhn. 
	bho. 
	bhp. 
	bhq. 

	bhr. Leased Machinery/ Equipment
	bhs. 
	bht. G45, P45
	bhu. 05
	bhv. 84
	bhw. GLME, PLME
	bhx. As Req’d

	bhy. 
	bhz. 
	bia. 
	bib. 
	bic. 
	bid. 
	bie. 

	bif. Leased Land
	big. 
	bih. G46, P46
	bii. 00
	bij. 360
	bik. GLLND, PLLND
	bil. As Req’d

	bim. 
	bin. 
	bio. 
	bip. 
	biq. 
	bir. 
	bis. 

	bit. Leased Improvement
	biu. 
	biv. G47, P47
	biw. 05
	bix. 84
	biy. GLIMP, PLIMP
	biz. As Req’d

	bja. 
	bjb. 
	bjc. 
	bjd. 
	bje. 
	bjf. 
	bjg. 

	bjh. Leased Other
	bji. 
	bjj. G48, P48
	bjk. 00
	bjl. 60
	bjm. GLOTH, PLOTH
	bjn. As Req’d

	bjo. 
	bjp. 
	bjq. 
	bjr. 
	bjs. 
	bjt. 
	bju. 

	bjv. Livestock
	bjw. 
	bjx. G50, P50
	bjy. 00
	bjz. 60
	bka. GSTCK, PSTCK
	bkb. 50

	bkc. 
	bkd. Livestock Other
	bke. 
	bkf. 
	bkg. 
	bkh. 
	bki. 509999

	bkj. 
	bkk. 
	bkl. 
	bkm. 
	bkn. 
	bko. 
	bkp. 

	bkq. Maintenance and Janitorial 
	bkr. 
	bks. G55, P55
	bkt. 05
	bku. 60
	bkv. GEQUP, PEQUP
	bkw. 55

	bkx. 
	bky. Floor Polishers, Waxers, Sanders
	bkz. 
	bla. 
	blb. 
	blc. 
	bld. 55001

	ble. 
	blf. Laundry Equipment
	blg. 
	blh. 
	bli. 
	blj. 
	blk. 55002

	bll. 
	blm. Vacuum Cleaners
	bln. 
	blo. 
	blp. 
	blq. 
	blr. 55003

	bls. 
	blt. Grounds-Keeping Equipment
	blu. 
	blv. 
	blw. 
	blx. 
	bly. 55004

	blz. 
	bma. Garbage Containers/Packers
	bmb. 
	bmc. 
	bmd. 
	bme. 
	bmf. 55005

	bmg. 
	bmh. Maint/Janitorial Other
	bmi. 
	bmj. 
	bmk. 
	bml. 
	bmm. 55999

	bmn. 
	bmo. 
	bmp. 
	bmq. 
	bmr. 
	bms. 
	bmt. 

	bmu. Major Maintenance Equipment
	bmv. 
	bmw. G87, P87
	bmx. 10
	bmy. 180
	bmz. GEQUP, PEQUP
	bna. 87

	bnb. 
	bnc. Truck-Dump Under 250HP
	bnd. 
	bne. 
	bnf. 
	bng. 
	bnh. 87019

	bni. 
	bnj. Truck 5th Wheel or Stake Under 250HP
	bnk. 
	bnl. 
	bnm. 
	bnn. 
	bno. 87021

	bnp. 
	bnq. Truck-Core Drill/Hole Auger/Water Under 250HP
	bnr. 
	bns. 
	bnt. 
	bnu. 
	bnv. 87022

	bnw. 
	bnx. Paint Stripers
	bny. 
	bnz. 
	boa. 
	bob. 
	boc. 87023

	bod. 
	boe. Truck with Wing Plow Under 250HP
	bof. 
	bog. 
	boh. 
	boi. 
	boj. 87025

	bok. 
	bol. Truck - Dump or 4x4 Over 250HP
	bom. 
	bon. 
	boo. 
	bop. 
	boq. 87027

	bor. 
	bos. TMA Trucks
	bot. 
	bou. 
	bov. 
	bow. 
	box. 87028

	boy. 
	boz. Truck - Tandem Axle
	bpa. 
	bpb. 
	bpc. 
	bpd. 
	bpe. 87029

	bpf. 
	bpg. Truck - Mounted Special Equipment
	bph. 
	bpi. 
	bpj. 
	bpk. 
	bpl. 87034

	bpm. 
	bpn. One Way Plows
	bpo. 
	bpp. 
	bpq. 
	bpr. 
	bps. 87050

	bpt. 
	bpu. Reversible Plows
	bpv. 
	bpw. 
	bpx. 
	bpy. 
	bpz. 87051

	bqa. 
	bqb. V-Plows
	bqc. 
	bqd. 
	bqe. 
	bqf. 
	bqg. 87053

	bqh. 
	bqi. Snow Blowers
	bqj. 
	bqk. 
	bql. 
	bqm. 
	bqn. 87054

	bqo. 
	bqp. Sanders/Spreaders
	bqq. 
	bqr. 
	bqs. 
	bqt. 
	bqu. 87057

	bqv. 
	bqw. Asphalt Dist -Rd Oil, Crack Sealers, Tar Pots, etc
	bqx. 
	bqy. 
	bqz. 
	bra. 
	brb. 87062

	brc. 
	brd. Asphalt Equip -Hot Plants, Towed Pavers, etc
	bre. 
	brf. 
	brg. 
	brh. 
	bri. 87063

	brj. 
	brk. 
	brl. 
	brm. 
	brn. 
	bro. 
	brp. 

	brq. Miscellaneous Major Maintenance Equipment
	brr. 
	brs. G88, P88
	brt. 10
	bru. 240
	brv. GEQUP, PEQUP
	brw. 88

	brx. 
	bry. Miscellaneous Equipment
	brz. 
	bsa. 
	bsb. 
	bsc. 
	bsd. 88036

	bse. 
	bsf. Drilling Equipment
	bsg. 
	bsh. 
	bsi. 
	bsj. 
	bsk. 88039

	bsl. 
	bsm. Air Compressors
	bsn. 
	bso. 
	bsp. 
	bsq. 
	bsr. 88041

	bss. 
	bst. Broom and Sweepers
	bsu. 
	bsv. 
	bsw. 
	bsx. 
	bsy. 88042

	bsz. 
	bta. Support Equipment
	btb. 
	btc. 
	btd. 
	bte. 
	btf. 88044

	btg. 
	bth. Trailers (61-21T, Safety, Pup and Belly Dumps)
	bti. 
	btj. 
	btk. 
	btl. 
	btm. 88061

	btn. 
	bto. Mobile Office and Lab Trailers
	btp. 
	btq. 
	btr. 
	bts. 
	btt. 88064

	btu. 
	btv. 
	btw. 
	btx. 
	bty. 
	btz. 
	bua. 

	bub. Museum and Art Purchased
	buc. 
	bud. G60, P60
	bue. 00
	buf. 360
	bug. GMUSE, PMUSE, 
	buh. 60

	bui. Museum Depreciable
	buj. 
	buk. G9201, P9201,
	bul. 00
	bum. 240
	bun. GMUSD, PMUSD,
	buo. 60

	bup. Museum and Art Donated
	buq. 
	bur. G9301, P9301
	bus. 
	but. 
	buu. GMADN, PMADN
	buv. 60

	buw. 
	bux. Collections
	buy. 
	buz. 
	bva. 
	bvb. 
	bvc. 60001

	bvd. 
	bve. Paintings
	bvf. 
	bvg. 
	bvh. 
	bvi. 
	bvj. 60002

	bvk. 
	bvl. Pictures
	bvm. 
	bvn. 
	bvo. 
	bvp. 
	bvq. 60003

	bvr. 
	bvs. Plaques
	bvt. 
	bvu. 
	bvv. 
	bvw. 
	bvx. 60004

	bvy. 
	bvz. Specimens
	bwa. 
	bwb. 
	bwc. 
	bwd. 
	bwe. 60005

	bwf. 
	bwg. Statutes
	bwh. 
	bwi. 
	bwj. 
	bwk. 
	bwl. 60006

	bwm. 
	bwn. Mounts and Hides
	bwo. 
	bwp. 
	bwq. 
	bwr. 
	bws. 60007

	bwt. 
	bwu. Historical Maps
	bwv. 
	bww. 
	bwx. 
	bwy. 
	bwz. 60008

	bxa. 
	bxb. Museum Other
	bxc. 
	bxd. 
	bxe. 
	bxf. 
	bxg. 60999

	bxh. 
	bxi. 
	bxj. 
	bxk. 
	bxl. 
	bxm. 
	bxn. 

	bxo. Operating Lease
	bxp. 
	bxq. OPERLEASE
	bxr. N/A
	bxs. N/A
	bxt. OPLSE
	bxu. N/A

	bxv. 
	bxw. 
	bxx. 
	bxy. 
	bxz. 
	bya. 
	byb. 

	byc. Office Equipment 
	byd. 
	bye. G65, P65
	byf. 05
	byg. 60
	byh. GEQUP, PEQUP
	byi. 65

	byj. 
	byk. Adding Machines
	byl. 
	bym. 
	byn. 
	byo. 
	byp. 65001

	byq. 
	byr. Air Conditioners, Portable
	bys. 
	byt. 
	byu. 
	byv. 
	byw. 65002

	byx. 
	byy. Bookkeeping Machines
	byz. 
	bza. 
	bzb. 
	bzc. 
	bzd. 65003

	bze. 
	bzf. Calculators
	bzg. 
	bzh. 
	bzi. 
	bzj. 
	bzk. 65004

	bzl. 
	bzm. Cash Registers
	bzn. 
	bzo. 
	bzp. 
	bzq. 
	bzr. 65005

	bzs. 
	bzt. Computers
	bzu. 
	bzv. 
	bzw. 
	bzx. 
	bzy. 65006

	bzz. 
	caa. Fans, Electric
	cab. 
	cac. 
	cad. 
	cae. 
	caf. 65007

	cag. 
	cah. Copying Machines
	cai. 
	caj. 
	cak. 
	cal. 
	cam. 65009

	can. 
	cao. Transcribing Machines
	cap. 
	caq. 
	car. 
	cas. 
	cat. 65010

	cau. 
	cav. Typewriters
	caw. 
	cax. 
	cay. 
	caz. 
	cba. 65011

	cbb. 
	cbc. Safes
	cbd. 
	cbe. 
	cbf. 
	cbg. 
	cbh. 65012

	cbi. 
	cbj. Addressing & Mailing Equipment
	cbk. 
	cbl. 
	cbm. 
	cbn. 
	cbo. 65013

	cbp. 
	cbq. Printing & Assembly Equipment
	cbr. 
	cbs. 
	cbt. 
	cbu. 
	cbv. 65014

	cbw. 
	cbx. Microfiche Reader
	cby. 
	cbz. 
	cca. 
	ccb. 
	ccc. 65015

	ccd. 
	cce. Telephones & Communications System
	ccf. 
	ccg. 
	cch. 
	cci. 
	ccj. 65016

	cck. 
	ccl. Office Equipment Other
	ccm. 
	ccn. 
	cco. 
	ccp. 
	ccq. 65999

	ccr. 
	ccs. 
	cct. 
	ccu. 
	ccv. 
	ccw. 
	ccx. 

	ccy. Other Intangibles 
	ccz. 
	cda. G66, P66
	cdb. N/A
	cdc. 240
	cdd. GOTIN, POTIN
	cde. 66

	cdf. 
	cdg. Copyrights
	cdh. 
	cdi. 
	cdj. 
	cdk. 
	cdl. 66001

	cdm. 
	cdn. Patents
	cdo. 
	cdp. 
	cdq. 
	cdr. 
	cds. 66002

	cdt. 
	cdu. Trademarks
	cdv. 
	cdw. 
	cdx. 
	cdy. 
	cdz. 66003

	cea. 
	ceb. Other Intangibles
	cec. 
	ced. 
	cee. 
	cef. 
	ceg. 66004

	ceh. 
	cei. 
	cej. 
	cek. 
	cel. 
	cem. 
	cen. 

	ceo. Outdoor Equipment
	cep. 
	ceq. G67, P67
	cer. 05
	ces. 60
	cet. GEQUP, PEQUP
	ceu. 67

	cev. 
	cew. Tents
	cex. 
	cey. 
	cez. 
	cfa. 
	cfb. 67001

	cfc. 
	cfd. Stoves & Cooking Equipment
	cfe. 
	cff. 
	cfg. 
	cfh. 
	cfi. 67002

	cfj. 
	cfk. Snowshoes
	cfl. 
	cfm. 
	cfn. 
	cfo. 
	cfp. 67005

	cfq. 
	cfr. Saddles, Bridals, Etc.
	cfs. 
	cft. 
	cfu. 
	cfv. 
	cfw. 67006

	cfx. 
	cfy. Diving Equipment
	cfz. 
	cga. 
	cgb. 
	cgc. 
	cgd. 67007

	cge. 
	cgf. Outdoor Equipment Other
	cgg. 
	cgh. 
	cgi. 
	cgj. 
	cgk. 67999

	cgl. 
	cgm. 
	cgn. 
	cgo. 
	cgp. 
	cgq. 
	cgr. 

	cgs. Professional Equipment 
	cgt. 
	cgu. G70, P70
	cgv. 05
	cgw. 84
	cgx. GEQUP, PEQUP 
	cgy. 05

	cgz. 
	cha. Drafting
	chb. 
	chc. 
	chd. 
	che. 
	chf. 70001

	chg. 
	chh. Engineering
	chi. 
	chj. 
	chk. 
	chl. 
	chm. 70002

	chn. 
	cho. Surveying
	chp. 
	chq. 
	chr. 
	chs. 
	cht. 70003

	chu. 
	chv. Professional Other
	chw. 
	chx. 
	chy. 
	chz. 
	cia. 70999

	cib. 
	cic. 
	cid. 
	cie. 
	cif. 
	cig. 
	cih. 

	cii. Recreational Equipment
	cij. 
	cik. G75, P75
	cil. 05
	cim. 60
	cin. GEQUP, PEQUP
	cio. 75

	cip. 
	ciq. Exercise and Gymnastic
	cir. 
	cis. 
	cit. 
	ciu. 
	civ. 75001

	ciw. 
	cix. Game Equipment
	ciy. 
	ciz. 
	cja. 
	cjb. 
	cjc. 75002

	cjd. 
	cje. Sports Equipment
	cjf. 
	cjg. 
	cjh. 
	cji. 
	cjj. 75003

	cjk. 
	cjl. Sewing/Textile Equipment
	cjm. 
	cjn. 
	cjo. 
	cjp. 
	cjq. 75005

	cjr. 
	cjs. Musical Instruments
	cjt. 
	cju. 
	cjv. 
	cjw. 
	cjx. 75006

	cjy. 
	cjz. Arts & Crafts Equipment
	cka. 
	ckb. 
	ckc. 
	ckd. 
	cke. 75007

	ckf. 
	ckg. Recreational Other
	ckh. 
	cki. 
	ckj. 
	ckk. 
	ckl. 75999

	ckm. 
	ckn. 
	cko. 
	ckp. 
	ckq. 
	ckr. 
	cks. 

	ckt. Safety Equipment 
	cku. 
	ckv. G78, P78
	ckw. 05
	ckx. 84
	cky. GEQUP, PEQUP
	ckz. 78

	cla. 
	clb. Fire Fighting Equipment
	clc. 
	cld. 
	cle. 
	clf. 
	clg. 78001

	clh. 
	cli. Water Safety Equipment
	clj. 
	clk. 
	cll. 
	clm. 
	cln. 78002

	clo. 
	clp. Fireline Equipment
	clq. 
	clr. 
	cls. 
	clt. 
	clu. 78003

	clv. 
	clw. Fireline Support Equipment
	clx. 
	cly. 
	clz. 
	cma. 
	cmb. 78004

	cmc. 
	cmd. Firefighting - Water Pumps
	cme. 
	cmf. 
	cmg. 
	cmh. 
	cmi. 78005

	cmj. 
	cmk. Firefighting - Water Tanks
	cml. 
	cmm. 
	cmn. 
	cmo. 
	cmp. 78006

	cmq. 
	cmr. Firefighting - Detection Equipment
	cms. 
	cmt. 
	cmu. 
	cmv. 
	cmw. 78007

	cmx. 
	cmy. Firefighting - Weather Equipment
	cmz. 
	cna. 
	cnb. 
	cnc. 
	cnd. 78008

	cne. 
	cnf. Firefighting - Communication Equip.
	cng. 
	cnh. 
	cni. 
	cnj. 
	cnk. 78009

	cnl. 
	cnm. Firefighting - Chainsaws
	cnn. 
	cno. 
	cnp. 
	cnq. 
	cnr. 78010

	cns. 
	cnt. Arrow Boards
	cnu. 
	cnv. 
	cnw. 
	cnx. 
	cny. 78011

	cnz. 
	coa. Safety Other
	cob. 
	coc. 
	cod. 
	coe. 
	cof. 78999

	cog. 
	coh. 
	coi. 
	coj. 
	cok. 
	col. 
	com. 

	con. Shop Equipment 
	coo. 
	cop. G80, P80
	coq. 05
	cor. 84
	cos. GEQUP, PEQUP
	cot. 80

	cou. 
	cov. Machine Tools & Related Equipment
	cow. 
	cox. 
	coy. 
	coz. 
	cpa. 80001

	cpb. 
	cpc. Power Equipment
	cpd. 
	cpe. 
	cpf. 
	cpg. 
	cph. 80002

	cpi. 
	cpj. Work Benches
	cpk. 
	cpl. 
	cpm. 
	cpn. 
	cpo. 80003

	cpp. 
	cpq. Work Tables
	cpr. 
	cps. 
	cpt. 
	cpu. 
	cpv. 80004

	cpw. 
	cpx. Tool Cabinets
	cpy. 
	cpz. 
	cqa. 
	cqb. 
	cqc. 80005

	cqd. 
	cqe. Two-way Portable Radios
	cqf. 
	cqg. 
	cqh. 
	cqi. 
	cqj. 80006

	cqk. 
	cql. Vehicle Service Equipment
	cqm. 
	cqn. 
	cqo. 
	cqp. 
	cqq. 80007

	cqr. 
	cqs. Generators/Alternators
	cqt. 
	cqu. 
	cqv. 
	cqw. 
	cqx. 80008

	cqy. 
	cqz. Timing Gauges
	cra. 
	crb. 
	crc. 
	crd. 
	cre. 80009

	crf. 
	crg. Tire Equipment
	crh. 
	cri. 
	crj. 
	crk. 
	crl. 80010

	crm. 
	crn. Cleaning Equipment
	cro. 
	crp. 
	crq. 
	crr. 
	crs. 80011

	crt. 
	cru. Shop Other
	crv. 
	crw. 
	crx. 
	cry. 
	crz. 80999

	csa. 
	csb. 
	csc. 
	csd. 
	cse. 
	csf. 
	csg. 

	csh. Software - Purchased
	csi. 
	csj. G89, P89
	csk. N/A
	csl. 48
	csm. GINTG, PINTG
	csn. 89

	cso. 
	csp. Software
	csq. 
	csr. 
	css. 
	cst. 
	csu. 89001

	csv. 
	csw. Software Modifications
	csx. 
	csy. 
	csz. 
	cta. 
	ctb. 89002

	ctc. 
	ctd. Licenses
	cte. 
	ctf. 
	ctg. 
	cth. 
	cti. 89003

	ctj. 
	ctk. 
	ctl. 
	ctm. 
	ctn. 
	cto. 
	ctp. 

	ctq. Software – Internally Generated
	ctr. 
	cts. G84, P84
	ctt. N/A
	ctu. 48
	ctv. GIGSF, PIGSF
	ctw. 84

	ctx. 
	cty. Software
	ctz. 
	cua. 
	cub. 
	cuc. 
	cud. 84001

	cue. 
	cuf. Software Modifications
	cug. 
	cuh. 
	cui. 
	cuj. 
	cuk. 84002

	cul. 
	cum. 
	cun. 
	cuo. 
	cup. 
	cuq. 
	cur. 

	cus. Vehicles 
	cut. 
	cuu. G85, P85
	cuv. 15
	cuw. 60
	cux. GEQUP, PEQUP
	cuy. 85

	cuz. 
	cva. Automobiles & Vans
	cvb. 
	cvc. 
	cvd. 
	cve. 
	cvf. 85001

	cvg. 
	cvh. Airplanes
	cvi. 
	cvj. 
	cvk. 
	cvl. 
	cvm. 85002

	cvn. 
	cvo. Boats
	cvp. 
	cvq. 
	cvr. 
	cvs. 
	cvt. 85003

	cvu. 
	cvv. Campers & House Trailers
	cvw. 
	cvx. 
	cvy. 
	cvz. 
	cwa. 85004

	cwb. 
	cwc. Motorcycles
	cwd. 
	cwe. 
	cwf. 
	cwg. 
	cwh. 85005

	cwi. 
	cwj. Snowmobiles
	cwk. 
	cwl. 
	cwm. 
	cwn. 
	cwo. 85006

	cwp. 
	cwq. Trailers
	cwr. 
	cws. 
	cwt. 
	cwu. 
	cwv. 85007

	cww. 
	cwx. Trucks
	cwy. 
	cwz. 
	cxa. 
	cxb. 
	cxc. 85008

	cxd. 
	cxe. Buses
	cxf. 
	cxg. 
	cxh. 
	cxi. 
	cxj. 85009

	cxk. 
	cxl. Suburbans
	cxm. 
	cxn. 
	cxo. 
	cxp. 
	cxq. 85010

	cxr. 
	cxs. Vans
	cxt. 
	cxu. 
	cxv. 
	cxw. 
	cxx. 85012

	cxy. 
	cxz. Trucks-Tractor
	cya. 
	cyb. 
	cyc. 
	cyd. 
	cye. 85019

	cyf. 
	cyg. Trucks-Fire
	cyh. 
	cyi. 
	cyj. 
	cyk. 
	cyl. 85022

	cym. 
	cyn. Vehicles Other
	cyo. 
	cyp. 
	cyq. 
	cyr. 
	cys. 85999

	cyt. 
	cyu. 
	cyv. 
	cyw. 
	cyx. 
	cyy. 
	cyz. 

	cza. Vehicle Accessories 
	czb. 
	czc. G86, P86
	czd. 05
	cze. 60
	czf. GEQUP, PEQUP
	czg. 86

	czh. 
	czi. Canopies
	czj. 
	czk. 
	czl. 
	czm. 
	czn. 86001

	czo. 
	czp. Two-Way Radios
	czq. 
	czr. 
	czs. 
	czt. 
	czu. 86002

	czv. 
	czw. Tool Boxes
	czx. 
	czy. 
	czz. 
	daa. 
	dab. 86003

	dac. 
	dad. Winches
	dae. 
	daf. 
	dag. 
	dah. 
	dai. 86004

	daj. 
	dak. Boat Motors
	dal. 
	dam. 
	dan. 
	dao. 
	dap. 86005

	daq. 
	dar. Other
	das. 
	dat. 
	dau. 
	dav. 
	daw. 86999


dax. [bookmark: _Toc75403821][bookmark: _Toc133315272][bookmark: _Toc163022794][bookmark: _Toc293580932][bookmark: _Toc306601719][bookmark: _Toc322441724][bookmark: _Toc322516099][bookmark: _Ref445726375]Inventory (supplies, merchandise, etc.) 
day. The inventories discussed in this section are recorded in the SABHRS general ledger not AM.
a. [bookmark: _Toc75403822][bookmark: _Toc133315273][bookmark: _Toc163022795][bookmark: _Toc293580933][bookmark: _Toc306601720][bookmark: _Toc322441725][bookmark: _Toc322516100]General information
daz. Inventories are assets (e.g., supplies, merchandise, etc.) that may be held for use in general operations (account 1804 - Supplies Inventory) or for resale to other state agencies and/or to outside parties (account 1802 - Merchandise Inventory).  The cost of inventories still in production should be recorded in account 1807 - Work-in-Process Inventory.
dba. The FIFO (first-in, first-out) method of valuing inventory should be appropriate for most operations.  Under the FIFO valuation method, goods remaining in inventory at fiscal year-end are reflected at the most recent unit cost amount paid for the item(s).  Inventories should be valued at the lower of cost or market, except for account 1805 - Livestock Inventory.
dbb. Livestock held for resale is considered inventory and should be recorded at fair market value at fiscal year-end.  Livestock not held for resale and that has a historical unit cost less than the capitalization threshold is to be expensed.
dbc. All purchases of inventory throughout the year should be recorded as expenditures/expenses at the time of purchase. 
dbd. A physical inventory should be taken each year as of June 30.
a. [bookmark: _Toc75403823][bookmark: _Toc133315274][bookmark: _Toc163022796][bookmark: _Toc293580934][bookmark: _Toc306601721][bookmark: _Toc322441726][bookmark: _Toc322516101]Accounting entries for recording inventories
dbe. Entries for increases (decreases) in inventory values compared to the SABHRS balances should be recorded on a general ledger journal each fiscal year-end (at a minimum).  Both governmental and proprietary funds record the inventory entries as shown below in the actuals ledger 
i. [bookmark: _Toc75403824][bookmark: _Toc133315275][bookmark: _Toc163022797][bookmark: _Toc293580935][bookmark: _Toc306601722][bookmark: _Toc322441727][bookmark: _Toc322516102]Governmental fund entries
dbf. Inventory on hand at fiscal year-end should be recorded as an asset with reservation to fund balance (account 4121: Fund Balance - Inventory) established for the total amount.
	dbg. To record governmental fund increase in inventory
dbh. Actuals ledger

	dbi. Debit
	dbj. 18XX
	dbk. Inventory account as required
	dbl. 

	dbm. Credit
	dbn. 4121
	dbo. Fund Bal - Inventory
	dbp. 


dbq. 
	dbr. To record governmental fund decrease in inventory
dbs. Actuals ledger

	dbt. Debit
	dbu. 4121
	dbv. Fund Bal - Inventory
	dbw. 

	dbx. Credit
	dby. 18XX
	dbz. Inventory account as required
	dca. 


i. [bookmark: _Toc75403825][bookmark: _Toc133315276][bookmark: _Toc163022798][bookmark: _Toc293580936][bookmark: _Toc306601723][bookmark: _Toc322441728][bookmark: _Toc322516103]Proprietary fund entries
dcb. Proprietary funds do not record a reservation to fund balance for inventory.  Instead, the increase or decrease in inventory is generally offset against current year expenditures using a non-budgeted expense account.  All proprietary funds use the following examples, except for the DOA Surplus Property Bureau and the Department of Correction’s prison ranch program, which are detailed separately. 
	dcc. To record proprietary fund increase in inventory
dcd. Actuals ledger

	dce. Debit
	dcf. 18XX
	dcg. Inventory account as required
	dch. 

	dci. Credit
	dcj. 62855
	dck. Inventory adjustment non-budgeted
	dcl. 


dcm. 
	dcn. To record proprietary fund decrease in inventory
dco. Actuals ledger

	dcp. Debit
	dcq. 62855
	dcr. Inventory adjustment non-budgeted
	dcs. 

	dct. Credit
	dcu. 18XX
	dcv. Inventory account as required
	dcw. 


i. [bookmark: _Toc75403826][bookmark: _Toc133315277][bookmark: _Toc163022799][bookmark: _Toc293580937][bookmark: _Toc306601724][bookmark: _Toc322441729][bookmark: _Toc322516104]Surplus Property Fund inventory entries 
dcx. Surplus Property should record one or both of the following entries at the end of each month:
	dcy. To record increase in inventory for Surplus Property Fund
dcz. Actuals ledger

	dda. Debit
	ddb. 1802
	ddc. Merchandise Inventory
	ddd. 

	dde. Credit
	ddf. 549002
	ddg. Inventory contributions, P&S
	ddh. 


ddi. 
	ddj. To record decrease in inventory for Surplus Property Fund
ddk. Actuals ledger

	ddl. Debit
	ddm. 62855
	ddn. Inventory adjustment-nonbudgeted
	ddo. 

	ddp. Credit
	ddq. 1802
	ddr. Merchandise Inventory
	dds. 


ddt. [bookmark: _Toc293580938][bookmark: _Toc306601725][bookmark: _Toc322441730][bookmark: _Toc322516105][bookmark: _Ref445726391][bookmark: _Toc163022801][bookmark: _Toc75403834][bookmark: _Toc133315286]Livestock accounting policy (modified March 2010)
a. [bookmark: _Toc293580939][bookmark: _Toc306601726][bookmark: _Toc322441731][bookmark: _Toc322516106]Definitions
ddu. Livestock:   As defined in MCA 81-9-217, under title 81, the definition of "Livestock" includes cattle, buffalo, sheep, swine, goats, rabbits, horses, mules or other equines and alternative livestock. Alternative livestock, as defined in 87-4-406, is defined as privately owned caribou, deer, elk, antelope, mountain sheep/goat, reindeer or any other cloven-hoofed ungulate. For purposes of this section livestock refers to:
i. Animals kept or raised on farms or ranches, such as cattle, horses, pigs, or sheep, with the exception of poultry
ii. Livestock is the term used to refer (singularly or plural) to a domesticated animal intentionally reared in an agricultural setting to produce things such as food or fiber, or for its labor
ddv. Capital Livestock:  Capital livestock is defined as livestock purchased for the addition to the flock or herd maintained for instruction or perpetuation/improvement. Such livestock are capitalized at fair market value if the aggregate value of the livestock exceeds the capitalization threshold. The value is only changed if livestock are purchased or sold, or if there is some other reason for a significant change in the number of animals. Resulting gains or losses are based on the established market value per head or animal. These livestock are classified as noncurrent assets and are not subject to depreciation.
ddw. Non-capital Livestock:   Animals that are to be sold within one year are considered inventory and classified as a current asset and not a capital asset.  Livestock held for resale is recorded at market value at June 30 of each year.
ddx. Expensed Livestock:	Animals not purchased for the addition to, or perpetuation/improvement of, the flock or herd and not intended for resale shall be classified as a current expense.
a. [bookmark: _Toc293580940][bookmark: _Toc306601727][bookmark: _Toc322441732][bookmark: _Toc322516107]General overview
ddy. The State of Montana maintains livestock primarily at Montana State University (MSU) and Montana Correctional Enterprises (MCE).
ddz. MSU livestock primarily includes beef cattle, sheep and horse held for research and educational purposes. Breeding cattle are routinely replaced in the herds by their offspring. Additions and deductions from the asset cost are not reported for reproducing cattle replaced in this manner. The asset value is increased or decreased only when the number of head in the herd changes materially (purchase new cattle , or sell off more than has been replaced by heifers). Depending on research protocol and objectives, animals are often kept in the herd for up to ten years.
dea. MCE primarily maintains horses and beef and dairy cattle, as part of its proprietary ranching operation. The livestock herds include horses utilized for ranching operations, animals kept for production and breeding purposes and animals intended for sale. The production herds consist of dairy cattle. The breeding herds consist of other cattle. Animals kept for production purposes can remain in the herd for up to eight years. The livestock operation provides inmates work, training and vocational education opportunities. 
deb. The only livestock purchases made by MCE are for horses, and beef and dairy bulls.  The purchase price is utilized for the value of the animal(s) the year of the purchase and per head market value thereafter.
dec. The value of the breeding and production livestock is per head market value.  All livestock values are determined by using livestock auction company data along with newspapers and the internet for current market values in this geographical area.  
ded. The value of beef cattle inventory held for sale is estimated using the animal weight x current market price per pound = unit value x number on hand = current market value.	
dee. The value of dairy cattle inventory held for sale is estimated at a per head market value.
def. Donated livestock are recorded at value at time of donation.  
a. [bookmark: _Toc293580941][bookmark: _Toc306601728][bookmark: _Toc322441733][bookmark: _Toc322516108]Policy and Procedure
i. [bookmark: _Toc293580942][bookmark: _Toc306601729][bookmark: _Toc322441734][bookmark: _Toc322516109]
deg. 
deh. 
dei. 
i. 
	dej. 

	dek. 
	del. 
	dem. 
	den. 

	deo. 
	dep. 
	deq. 
	der. 


des. 
	det. 

	deu. 
	dev. 
	dew. 
	dex. 

	dey. 
	dez. 
	dfa. 
	dfb. 


dfc. 
	dfd. 

	dfe. 
	dff. 
	dfg. 
	dfh. 

	dfi. 
	dfj. 
	dfk. 
	dfl. 


dfm. 
	dfn. 

	dfo. 
	dfp. 
	dfq. 
	dfr. 

	dfs. 
	dft. 
	dfu. 
	dfv. 


dfw. 
	dfx. 

	dfy. 
	dfz. 
	dga. 
	dgb. 

	dgc. 
	dgd. 
	dge. 
	dgf. 


dgg. 
	dgh. 

	dgi. 
	dgj. 
	dgk. 
	dgl. 

	dgm. 
	dgn. 
	dgo. 
	dgp. 

	dgq. 
	dgr. 
	dgs. 
	dgt. 

	dgu. 
	dgv. 
	dgw. 
	dgx. 


i. Accounting for Non-capital livestock (livestock Inventory)
dgy. An annual inventory, performed by the department that manages the livestock, is required.
dgz. This inventory is a summary of all livestock, which includes the fair market value of one head, based on the most likely market for that particular department, the number of head, and the total fair market value of all livestock.
dha. This inventory listing includes purchased and gifted livestock.
dhb. Using this inventory, the agency records the increase or decrease in inventory from the prior fiscal year-end.
i. [bookmark: _Toc293580943][bookmark: _Toc306601730][bookmark: _Toc322441735][bookmark: _Toc322516110]Entries
	dhc. To record livestock received as a gift:

	dhd. Debit
	dhe. 1805
	dhf. Livestock Inventory
	dhg. 

	dhh. Credit
	dhi. 581400
	dhj. Donation	
	dhk. 


dhl. 
	dhm. To record purchased livestock inventory:

	dhn. Debit
	dho. 62xxx
	dhp. Operating Expense
	dhq. 

	dhr. Credit
	dhs. 1104
	dht. Cash in Bank
	dhu. 


dhv. 
	dhw. To record the sale of livestock inventory for Universities:

	dhx. Debit
	dhy. 1104
	dhz. Cash in Bank
	dia. 

	dib. Credit
	dic. 550100
	did. Educational Sales &and Services
	die. 


dif. 
	dig. To record the sale of livestock inventory for MCE:

	dih. Debit
	dii. 1104
	dij. Cash in Bank
	dik. 

	dil. Credit
	dim. 553000
	din. Prison Merchandise Sold
	dio. 


dip. 
	diq. To record livestock inventory annual increases:

	dir. Debit
	dis. 1805
	dit. Livestock Inventory
	diu. 

	div. Credit
	diw. 62884
	dix. Livestock Inventory Adjustment
	diy. 


diz. 
	dja. To record livestock inventory annual decreases

	djb. Debit
	djc. 62884
	djd. Livestock Inventory Adjustment
	dje. 

	djf. Credit
	djg. 1805
	djh. Livestock Inventory
	dji. 


djj. 
i. [bookmark: _Toc293580944][bookmark: _Toc306601731][bookmark: _Toc322441736][bookmark: _Toc322516111]Accounting for Capital livestock
djk. Departments are responsible for keeping detailed records of livestock.  Responsible departments must prepare annual inventories of capital livestock and report a summary of the inventories for adjustment in the asset management system.
djl. All additions to the capital livestock herd, including purchase and gifts, that have a useful life of greater than one year will be capitalized as a part of the herd.
djm. Changes to capital livestock shall be made annually.  Purchases will be coded to livestock purchased 63299.  The valuation of livestock at fiscal yearend will include the purchased livestock throughout the year and the livestock that have been held for over one year.  The total of these two categories will be combined for the yearend flock or herd value.
i. [bookmark: _Toc293580945][bookmark: _Toc306601732][bookmark: _Toc322441737][bookmark: _Toc322516112]Entries
	djn. To record donation of capital livestock:

	djo. Debit
	djp. 1711
	djq. Livestock
	djr. 

	djs. Credit
	djt. 549003
	dju. Capital Contributions Non-State
	djv. 


djw. 
	djx. To record purchase of capital livestock:

	djy. Debit
	djz. 63299
	dka. Livestock - General
	dkb. 

	dkc. Credit
	dkd. 1104
	dke. Cash in Bank
	dkf. 


dkg. 
	dkh. To record capital asset:

	dki. Debit
	dkj. 1711
	dkk. Livestock
	dkl. 

	dkm. Credit
	dkn. 63229
	dko. Livestock - General
	dkp. 


dkq. 
	dkr. To record capital livestock increases:

	dks. Debit
	dkt. 1711
	dku. Livestock
	dkv. 

	dkw. Credit
	dkx. 583202
	dky. Gen FA Disp Full Acc Gain
	dkz. 


dla. 
	dlb. To record capital livestock reductions:

	dlc. Debit
	dld. 62808
	dle. FA Loss on Sales/Disposals
	dlf. 

	dlg. Credit
	dlh. 1711
	dli. Livestock
	dlj. 


dlk. 
	dll. To record capital livestock sale:

	dlm. Debit
	dln. 1104
	dlo. Cash in Bank
	dlp. 

	dlq. Debit
	dlr. 62808
	dls. FA Loss on Sales/Disposals
	dlt. 

	dlu. Credit
	dlv. 550400
	dlw. Gain on Sale of Fixed Assets
	dlx. 

	dly. Credit
	dlz. 1711
	dma. Livestock
	dmb. 


1. 
2. [bookmark: _Ref450739158][bookmark: _Toc293580946][bookmark: _Toc306601733][bookmark: _Toc322441738][bookmark: _Toc322516113][bookmark: _Ref445726408]Asset accounting general discussion
3. [bookmark: _Toc75403829][bookmark: _Toc133315280][bookmark: _Toc163022802][bookmark: _Toc293580947][bookmark: _Toc306601734][bookmark: _Toc322441739][bookmark: _Toc322516114]Accounting for capital assets 
4. Acquisitions of capital assets will be recorded in either the entitywide or the actuals ledger, based on the classification of the fund responsible for the asset.  Capital assets in both ledgers are reported using the full accrual basis of accounting.
5. [bookmark: _Toc75403830][bookmark: _Toc133315281][bookmark: _Toc163022803][bookmark: _Toc293580948][bookmark: _Toc306601735][bookmark: _Toc322441740][bookmark: _Toc322516115]Assets to be recorded in the eEntity-wide lLedger
All capital assets acquired by governmental funds arewill be recorded in the eEntitywide lLedger.  Governmental funds are the Ggeneral, special revenue, debt service, capital project, and permanent trust funds (funds in ranges 01100 -– 05XXX, 080XX – 08499, 090XX – 094XX). 
IOn AM, these assets are referred to as governmental and are designated with a “G” profile, a “G” and category, and are found in the “Government” Book.
6. [bookmark: _Toc75403831][bookmark: _Toc133315282][bookmark: _Toc163022804][bookmark: _Toc293580949][bookmark: _Toc306601736][bookmark: _Toc322441741][bookmark: _Toc322516116]Assets to be recorded in the aActuals lLedger
All capital assets acquired by nongovernmental funds will be recorded in the Aactuals Lledger.  Nongovernmental funds are the enterprise, internal service, private purpose trust, pension, and higher education funds (funds in ranges 06XXX40XXX, 086XX, 095XX, 2XXXX – 8XXXX).
On AM, these assets are referred to as proprietary and are designated with a “P” profile and, a “P” category, and are found in the “State” Book.
7. [bookmark: _Toc75403832][bookmark: _Toc133315283][bookmark: _Toc163022805][bookmark: _Toc293580950][bookmark: _Toc306601737][bookmark: _Toc322441742][bookmark: _Toc322516117]Accounting for eExpensed assets
No accounting entries will be generated by AM for assets designated within regard to e “Expensed” as the profile IDassets.  The purchase of expensed assets is generally recorded within SABHRS via an accounts payable (AP) voucher that usesing an expenditure account in the 62XXX range. with the offset to cash in the actuals ledger.  
B. Capital Outlay
Asset expenditures that do not meet the capitalization thresholds should be considered an expenditure that benefits the current period.  Repair and maintenance costs are to be expensed in the year incurred using a 62XXX account.
Asset expenditures that meet the capitalization threshold are treated as expenses related to capital assets or capital projects, which are normally recorded in budgeted 63XXX/64XXX level expense accounts.  When capital assets (except for CWIP, leased assets and donated art) are added to AM, a system-generated journal is created that debits the asset (17XX) and credits a non-budgeted 63XXX/64XXX expense account.  For governmental funds only, the entry is made in the Entitywide Ledger.  That allows the modified accrual statements and blue book reports to present “Capital Outlay”/“Equipment & Intangible Assets.” This accounting treatment reflects a budgeted expense in the year the money was spent, yet for full accrual financial statement reporting, the outlay is capitalized and the asset is depreciated over its useful life.
All 63XXX/64XXX accounts must net to zero when the Actuals and Entitywide Ledgers are combined.  When assets are capitalized in AM, but the underlying expenditures were appropriately not expended at the 63XXX/64XXX level, or when assets are not capitalized in AM when the underlying expenditures were appropriately expended at the 63XXX/64XXX level, additional entries are needed to achieve appropriate GAAP reporting. Examples of these entries are illustrated in subsequent text.
A list of non-budgeted accounts used to offset budgeted expenses for GAAP reporting can be found by going to Set Up Financials/Supply Chain > Common Definitions > Design ChartFields > Define Values > ChartField Values – Accounts and searching for “Account Type” of N, which denotes a non-budgeted account
1. Capital assets with non-capital outlay expenditures
Some costs related to capital assets may not fall within the capital outlay expense level (63XXX/64XXX).  These expenses must be aligned to allow for accurate GAAP financial statement presentation.  

Example of internally developed software costs-In the following example, state employees worked on an internally generated software project that will be capitalized.  A 61XXX level expense account is debited to reflect their salary (and related) expenses, as follows:
	Pay payroll costs
Actuals Ledger

	Debit
	61XXX
	Budgeted personal service expense
	500,000

	Credit
	1104
	Cash in bank
	500,000



When the asset is capitalized on AM, a non-budgeted 63XXX/64XXX expense account is credited, as follows:
	AM entry to capitalize the asset
Actuals or Entitywide Ledger

	Debit
	1809
	Intangible Assets
	500,000

	Credit
	63XXX
	Non-budgeted intangible asset expense
	500,000


2. Result for GAAP financial statements
With only the two entries illustrated above, an improper classification of personal service expense and capital outlay expense would result for GAAP financial statement presentation.  Accordingly, an adjusting entry is required.
3. Agency adjusting entry
To correct this classification difference, an additional entry is needed to debit the appropriate non-budgeted 63XXX/64XXX level expense account and to credit the appropriate non-budgeted account in the same expense level the expenditures were made from. The entry is made to the Actuals Ledger for all fund types.  

The adjusting entry in this example is as follows:
	To reconcile GAAP costs with budgeted costs
Actuals Ledger

	Debit
	63XXX
	Non-budgeted intangible asset expense
	500,000

	Credit
	61XXX
	Non-budgeted personal service expense relating to capitalizable costs
	500,000


The final entry allows the expense to remain budgeted at the personal service expense level, while permitting proper GAAP accounting treatment. 
4. Budgeted capital outlay for non-capitalized assets
Another example of GAAP and budgeting differences occurs when an agency expends funds for an asset that will not be recorded in the expending fund; for example, an asset that the federal government will take possession of.  

Example of building construction costs-When costs are incurred relating to this asset, a budgeted 63XXX/64XXX expense account is debited.  
	Record construction expenditures
Actuals Ledger

	Debit
	64XXX
	Budgeted capital outlay
	100,000

	Credit
	1104
	Cash in Bank
	100,000


Since the State will not take possession of the asset, the asset will not added to AM; therefore, no accounting entry will be generated to offset the debit to the 63XXX/64XXX expense account.
5. Result for GAAP financial statements
Without and additional entry an improper classification of capital outlay expense results.
6. Agency adjusting entry
To correct this classification difference, an additional entry is needed to debit the appropriate non-budgeted account (based on the type of activity) and to credit the appropriate non-budgeted 63XXX/64XXX expense account.  The entry is made to the Actuals Ledger for all fund types.  

The adjusting entry in this example is as follows:
	To reconcile GAAP costs with budgeted costs
Actuals Ledger

	Debit
	66XXX
	Non-budgeted grant expense relating to capitalizable costs
	100,000

	Credit
	64XXX
	Non-budgeted capital outlay expense
	100,000


The adjusting entry allows the expense to remain budgeted at the capital outlay expense level, and for proper accounting treatments for GAAP financial statement purposes.
C. Reported Cost
Capital assets should be recorded in AM at their historical cost (after any cash discounts).  In the absence of historical cost information, the asset’s estimated historical cost may be used.  When capital assets are moved from one fund to another, the recipient fund should continue to report those assets at their historical cost as of the date they were acquired by the primary government.
1. Calculation of historical cost
The historical cost of a capital asset should include all of the following:
a. Ancillary charges necessary to place the asset in its intended location (for example, freight charges)
b. Ancillary charges necessary to place the asset in its intended condition for use (for example, installation and site preparation charges)
c. Capitalized interest on debt incurred during the construction phase of a project.  This is only applicable for debt issued in enterprise funds for a project that will be paid for out of enterprise funds
The historical cost of a capital asset should include the cost of any subsequent additions or improvements and exclude the cost of repairs.  An addition or improvement, unlike a repair, either enhances a capital asset’s functionality (effectiveness or efficiency), or it extends a capital asset’s expected useful life.  See estimation procedures later in this section.
If additional costs need to be added to a capital asset’s historical cost, they should be added as a separate asset on AM and linked to the original asset using the parent/child functionality. 
2. Historical cost estimation procedures
If the historical cost of capital assets is no longer available, the estimated historical cost can be calculated by using either the standard costing method or the price level index method (as discussed in further detail below).  For either method, the estimated historical cost of the capital asset must be reduced by an appropriate amount of accumulated depreciation/amortization.  This is accomplished when the asset is added to AM; the transaction date must be changed to the date the asset was placed in service.
3. Standard costing method
a. Standard costing involves using historical sources, such as sales catalogs or advertisements, to establish the average cost of obtaining the same or similar assets.  The standard costing method may use a quote from a manufacturer as to the cost at the time of purchase.
4. Price level index method
a. The price level index method deflates the current cost of the same or similar asset using an appropriate price index. 
5. Price level indicators
a. Annual price levels are measured in terms of the Gross Domestic Product Implicit Price Deflators for government purchases of goods/services (GDP) deflators can be found in the NIPA table 1.1.9 on the Bureau of Economic Analysis website: http://bea.gov/iTable/index_nipa.cfm. 
6. Estimation procedures
The following steps are used in converting the current cost of purchasing an asset at today's prices into the estimated historical cost of a capital asset:
a. Calculate the conversion factor by determining the deflator prevailing when the capital asset was acquired and dividing it by the current year Gross National Product (GNP) Deflator.
b. Calculate the estimated historical cost by multiplying capital asset cost times the conversion factor determined in step 1.
Documentation of the source of the capital asset's current cost and the actual or estimated year the asset was acquired, should be maintained by the agency for future reference and audit purposes.

	Example - historical cost estimation
	Current cost of comparable equipment
	$22,000

	Acquisition year of equipment
	2008 

	Acquisition year GNP Deflator (2008)
	96 

	GNP Deflator (2016)
	111

	Step I conversion factor
	2008 Deflator/2016 Deflator = 96/111 = .865

	Step II estimated historical cost
	$22,000 X .865 = $19,030


7. Exception to historical cost
a. GASB Statement No. 52 - Land and Other Real Estate Held as Investments by Endowments requires land and other real estate held as investments by endowments to be reported at fair value at the reporting date. Changes in fair value during the period should be reported as investment income. This statement amends paragraph 2 of GASB Statement No. 31 - Accounting and Financial Reporting for Certain Investments and for External Investment Pools. GASB Statement No. 52 does not affect lands granted by the Federal Government in connection with a state being admitted to the United States. Also, it does not apply to quasi-endowments. 
b. Assets donated by discretely presented component units or by parties outside the financial reporting entity should be reported at acquisition value on the date the donation is made.  Prospective treatment of assets per GASB Statement No. 72, effective beginning FY2016, will define the acquisition value (entry price) as “the price that would be paid to acquire an asset with equipment service potential in an orderly market transaction at the acquisition date, or the amount at which a liability could be liquidated with the counterparty at the acquisition date.”
8. Calculation and reporting of fair value
a. An agency may use any reasonable method to calculate fair value; no specific valuation method is required. 
9. Disclosures for those funds affected by GASB Statement No. 52
a. Estate held in the first period that this statement is applied, the entity should disclose the nature of the restatement and its effect. Additionally, GASB Statement No. 52 requires entities to comply with applicable disclosures in GASB Statement No. 31, paragraph 15 to their land and other real as investments. Entities must disclose the methods and significant assumptions used to estimate the fair value of these investments, if that fair value is based on other than quoted market prices.
D. [bookmark: _Toc75403833][bookmark: _Toc133315284][bookmark: _Toc163022806][bookmark: _Toc293580951][bookmark: _Toc306601738][bookmark: _Toc322441743][bookmark: _Toc322516118]Purchase of split funded assets 
E. Governmental fund assets may be split-funded and proprietary fund assets may be split-funded as long as the asset is recorded in only one fund type, i.e., governmental or proprietary.  Please note that when an item is split-funded on AM, the same asset number must be used for the entire asset.
F. 
G. 
H. A capital 
I. asset funded from both governmental and proprietary fund 
J. types will require special accounting treatment in the general ledger to properly record the asset in both the general ledger and AM.  In this situation, an operating transfer must be recorded to transfer the amount from one fund type to the fund type that is recording the asset.  
K. [bookmark: _Toc133315285][bookmark: _Toc163022807][bookmark: _Toc293580952][bookmark: _Toc306601739][bookmark: _Toc322441744][bookmark: _Toc322516119]Examples of split funded asset
L. The General Fund (01100) pays $7,000 and an enterprise fund pays $9,000 (06XXX) for a single capital asset.  The item will be recorded as a governmental asset.  The enterprise fund transfers $9,000 to the General Fund, which then shows a total capital outlay expenditure of $16,000, which must be appropriated.  The entire amount is capitalized in the General Fund with a “G” profile and a “G” category.
M. A governmental fund and a proprietary fund type purchase a capital asset with the intent that the asset will be capitalized and depreciated within the proprietary fund.  The governmental fund records a “transfer-out” and the proprietary fund records a “transfer-in”.  The proprietary fund then records the entire amount of the purchase and capitalizes the asset in that fund.Depreciation/Amortization
1. Accounting for depreciation and amortization (related to capital assets only)
The default deprecation method is straight-line for all asset profiles (other than Expensed) and should not be changed.  Depreciation is the accounting process that allocates the cost of a capital asset over its useful life to the periods that benefit from its use.  Accumulated depreciation is recorded in one of the accumulated depreciation (17XX) accounts.  There are no accumulated amortization accounts (in regard to intangible assets); instead the asset account is reduced by the monthly amortization expense.
For assets added with a transaction date prior to the current month, AM will calculate prior period depreciation for all periods (months) prior to the current period.  The current month depreciation is recorded on DPR journals (prior period depreciation is recorded on PDP journals). AM generates a full month of current depreciation regardless of the day the asset is added to AM.
2. Depreciable versus non-depreciable assets
Land, construction work in progress (CWIP), museum and art collections, library collections, and easements are not depreciable.  Per GASB Statement No. 34, capitalized museum and art collections (or individual items) are not depreciable if all the following conditions are met in regard to the collections (or individual items):
a. Held for public exhibition, education, or research in furtherance of public service, rather than financial gain
b. Protected, kept unencumbered, cared for, and preserved
c. Subject to an organizational policy that requires the proceeds from sales of collection items to be used to acquire other items for collections
d. Infrastructure depreciation method 
Infrastructure is required to be capitalized at its historical cost and depreciated over its useful life. 
N. Other Information
1. Additions, betterments, preservation versus maintenance and repair costs
Identifying additions, betterments, and preservations of an asset can assist in the determining whether or not to capitalize. The table below summarizes the similarities and distinctions for additions, betterments, preservation costs, and repairs and maintenance.
	
	Additions
	Betterments
	Preservation Costs
	Ordinary repairs and maintenance

	Cost capitalized.
	Yes
	Yes
	Yes
	No

	Increases the physical size of a facility.
	Yes
	No
	No
	No

	Extends useful life.
	Yes
	Yes
	Yes
	No

	Benefits a future period.
	Yes
	Yes
	Yes
	No

	May involve replacement.
	No
	Yes
	Yes
	Yes

	May involve substitution.
	No
	Yes
	Maybe
	No

	Makes facility better than when it was acquired.
	Yes
	Yes
	Maybe
	No



dmc. [bookmark: _Toc163022808][bookmark: _Toc293580953][bookmark: _Toc306601740][bookmark: _Toc322441745][bookmark: _Toc322516120][bookmark: _Ref445726421][bookmark: _Ref445726422]Recording capital asset related expenses
dmd. 
dme. Expenses related to capital assets or capital projects are normally recorded in budgeted 63XXX/64XXX level expense accounts.  When the capital asset is added to AM, the budgeted 63XXX/64XXX level expense is offset with a non-budgeted 63XXX/64XXX expense account.  This accounting reflects a budgeted expense in the year the money was spent, yet for financial statement reporting, on a full accrual basis, the expense is capitalized and depreciated over its useful life.
dmf. All expenditures of less than the capitalization threshold should normally be considered an expenditure that benefits the current period.  Repair and maintenance costs are to be expensed in the year incurred using a 62XXX account.
dmg. For GAAP basis financial statement reporting, problems arise when an asset is capitalized that was not budgeted at a 63XXX/64XXX level or when an asset is not capitalized that was budgeted at a 63XXX/64XXX level.  The following adjusting entries will convert the budgetary basis accounting to a GAAP basis.  Thus, GAAP reporting can be achieved and the budget can remain the same.
a. [bookmark: _Toc163022809][bookmark: _Toc293580954][bookmark: _Toc306601741][bookmark: _Toc322441746][bookmark: _Toc322516121]Capital asset cost budgeted in a range other than the capital outlay expense level
dmh. Sometimes costs related to capital assets are recorded using expense accounts that do not fall within the capital outlay level expenses (63XXX/64XXX).  This activity causes a financial statement misclassification for reporting due to GAAP and budgeting differences.  
i. [bookmark: _Toc163022810][bookmark: _Toc293580955][bookmark: _Toc306601742][bookmark: _Toc322441747][bookmark: _Toc322516122]Example of internally developed software costs
dmi. In the following example, a State employee worked on an internally generated software project that will be capitalized, a 61XXX level expense account is debited to reflect their salary expense, as follows:
	dmj. Pay payroll costs
dmk. Actuals ledger

	dml. Debit
	dmm. 61XXX
	dmn. Budgeted personal service expense
	dmo. 500,000

	dmp. Credit
	dmq. 1104
	dmr. Cash in bank
	dms. 500,000


dmt. However, when the asset is capitalized on AM, a non-budgeted 63XXX/64XXX expense account is credited, as follows:
	dmu. AM entry to capitalize the asset
dmv. Actuals or entity-wide ledger

	dmw. Debit
	dmx. 1809
	dmy. [bookmark: _Toc450808765][bookmark: _Toc451333302]Intangible asset
	dmz. 500,000

	dna. Credit
	dnb. 63XXX
	dnc. Non-budgeted intangible asset expense
	dnd. 500,000


i. [bookmark: _Toc163022811][bookmark: _Toc293580956][bookmark: _Toc306601743][bookmark: _Toc322441748][bookmark: _Toc322516123]Result for GAAP financial statements
dne. The result for GAAP financial statement reporting is an improper classification of personal service expense of $500,000 and a negative $500,000 in the capital outlay expense category (for a full accrual fund).  In a modified accrual fund, the personal service expense should be recorded as a capital outlay for GAAP financial statement reporting.
i. [bookmark: _Toc163022812][bookmark: _Toc293580957][bookmark: _Toc306601744][bookmark: _Toc322441749][bookmark: _Toc322516124][bookmark: _Toc450808775][bookmark: _Toc451333312]Correction needed by agency
dnf. To correct this classification difference, the agency is required to make an additional entry in the actuals ledger to debit the appropriate non-budgeted 63XXX/64XXX level expense account and credit the appropriate non-budgeted account that falls into the same expense level that it was budgeted at.  This correction is made to the actuals ledger whether the asset is governmental or proprietary in nature.  So based on our example above, the agency would record the following entry:
	dng. To reconcile GAAP costs with budgeted costs
dnh. Actuals ledger

	dni. Debit
	dnj. 63XXX
	dnk. Non-budgeted intangible asset expense
	dnl. 500,000

	dnm. Credit
	dnn. 61XXX
	dno. Non-budgeted personal service expense relating to capitalizable costs
	dnp. 500,000


dnq. This would allow the expense to stay budgeted at the personal service expense level, yet allow it to be reported properly for GAAP financial statement purposes.
dnr. [bookmark: _Toc450808791][bookmark: _Toc451333328]See section IX.C for a list of accounts used to offset budgeted expenses for GAAP reporting.
a. [bookmark: _Toc163022813][bookmark: _Toc293580958][bookmark: _Toc306601745][bookmark: _Toc322441750][bookmark: _Toc322516125][bookmark: _Toc450808792][bookmark: _Toc451333329]Budgeted capital outlay expense that won’t be capitalized
dns. Another example of a misclassification due to GAAP and budgeting differences occurs when an agency spends money to build an asset that someone else (e.g. the federal government) will take possession of.  
i. [bookmark: _Toc163022814][bookmark: _Toc293580959][bookmark: _Toc306601746][bookmark: _Toc322441751][bookmark: _Toc322516126]Example of building construction costs
dnt. When costs are incurred relating to this asset, a budgeted 63XXX/64XXX expense account is debited.  
	dnu. Pay for construction of an asset the state will not own
dnv. Actuals ledger

	dnw. Debit
	dnx. 64XXX
	dny. Budgeted capital outlay
	dnz. 100,000

	doa. Credit
	dob. 1104
	doc. Cash in bank
	dod. 100,000


doe. Since the state will not take possession of the asset, the asset is not added to AM, thus no accounting entry will be generated to offset the debit to the 63XXX/64XXX expense account.
i. [bookmark: _Toc163022815][bookmark: _Toc293580960][bookmark: _Toc306601747][bookmark: _Toc322441752][bookmark: _Toc322516127]Result for GAAP financial statements
dof. [bookmark: _Toc322516128]The result for GAAP reporting is an improper classification of capital asset expense of $100,000 instead of a more appropriate grant expense classification.
i. [bookmark: _Toc163022816][bookmark: _Toc293580961][bookmark: _Toc306601748][bookmark: _Toc322441753][bookmark: _Toc322516129][bookmark: _Toc450808812][bookmark: _Toc451333349]Correction needed by agency
dog. To correct this classification difference, the agency is required to make an additional entry in the actuals ledger to debit the appropriate non-budgeted non-capital outlay level expense account (for example, 66XXX) and credit the appropriate non-budgeted 63XXX/64XXX expense account.  This correction is made to the actuals ledger whether the asset is governmental or proprietary in nature.  So based on our example above, the agency would record the following entry:
	doh. To reconcile GAAP costs with budgeted costs
doi. Actuals ledger

	doj. Debit
	dok. 66XXX
	dol. Non-budgeted grant expense relating to capitalizable costs
	dom. 100,000

	don. Credit
	doo. 64XXX
	dop. Non-budgeted capital outlay expense
	doq. 100,000


dor. This would allow the expense to stay budgeted at the capital outlay expense level, yet allow it to be reported properly as a grant expense for GAAP financial statement purposes.
dos. [bookmark: _Toc450808828][bookmark: _Toc451333365]See section IX.C for a list of accounts used to offset budgeted expenses for GAAP reporting.
a. [bookmark: _Toc163022817][bookmark: _Toc293580962][bookmark: _Toc306601749][bookmark: _Toc322441754][bookmark: _Toc322516130]List of accounts used to offset budgeted expenses for GAAP reporting
dot. Accounts have been created that should cover most expense levels that would be used in either of the situations explained above.  If a new account is needed, please contact DOA Accounting Bureau.
	dou. Account
	dov. Account Description

	dow. 61170
	dox. Capitalizable salary – NB

	doy. 61210
	doz. Capitalizable hourly wages –NB

	dpa. 61310
	dpb. Capitalizable other compensation – NB

	dpc. 61430
	dpd. Capitalizable employee benefits – NB

	dpe. 61910
	dpf. Capitalizable other personal service – NB

	dpg. 62111
	dph. Capitalizable other services – NB

	dpi. 622A6
	dpj. Capitalizable supplies and materials – NB

	dpk. 62306
	dpl. Capitalizable communications -NB

	dpm. 62475
	dpn. Capitalizable travel – NB

	dpo. 62503
	dpp. Capitalizable rent – NB

	dpq. 62610
	dpr. Capitalizable utilities - NB

	dps. 62763
	dpt. Capitalizable repair & maintenance - NB

	dpu. 62887
	dpv. Capitalizable other operating expenses - NB

	dpw. 62918
	dpx. Capitalizable goods purchase for resale – NB

	dpy. 66110
	dpz. Capitalizable grants from state sources – NB

	dqa. 66220
	dqb. Capitalizable grants from federal sources – NB

	dqc. 66320
	dqd. Capitalizable grants from other sources – NB


VII. [bookmark: _Toc163022818][bookmark: _Toc293580963][bookmark: _Toc306601750][bookmark: _Toc322441755][bookmark: _Toc322516131][bookmark: _Ref445726447][bookmark: _Ref446248673][bookmark: _Ref446248693][bookmark: _Ref450743595][bookmark: _Toc451333422]General asset accounting structure and proceduresSABHRS AM General Overview
This policy does not provide the detailed instructions regarding the use of for entering asset transactions on AM.  The following discussions isare focused on items to remember when using AM, the accounting entriesthat will be generated by AM, in the general ledger and capital asset  accounting related policy and procedures.  Detailed instructions regarding the use and functionality of AM can be found on the SABHRS Documentation webpage, in both the AM Manual and the AM User Guide section.
A. General Refer to the AM user guides and training manual for detailed instructions.  These AM user guides and training manual can be found using the following path:  MINE Home Page > SABHRS Documentation > Browse SABHRS Documentation > Financials > Users Guides > Asset Management.  Also refer asset questions to the SABHRS AM help desk, as managed by DOA Accounting Bureau. 
B. [bookmark: _Toc293580964][bookmark: _Toc306601751][bookmark: _Toc322441756][bookmark: _Toc322516132][bookmark: _Toc75403835][bookmark: _Toc133315287][bookmark: _Toc163022819]Things to remember about AM Reminders
The “asset profile” carries the default asset accounting characteristics for the following fields: category, book, salvage percentage, useful life and depreciation/amortization conventions.  A list of asset profiles and related categories can be found in SABHRS with query MTAM_Profiles_Categories. Many of the errors that occur when adding assets to AM can be avoided if agencies use the default profile correctly.
The “asset category” points to the accounting entry templates.  These templates, define the accounts used for all of the system-generated entries AM produces.  A list of AM categories (that detail the accounting entry templates) can be found in SABHRS: Set Up Financials/Supply Chain > Product Related > Asset Management > Accounting > Accounting Entry Templates. in conjunction with the type of transaction, generate the accounting entries for the general ledger.  If an asset is added using the incorrect category the accounting entries generated will be incorrect.
The asset book is used to track financial information for assets.  The asset “Book”  trackss accounting information and determiness the ledger capital asset entries will be recorded in when posted to the general ledger.  Proprietary fund activity is reported in the Actuals Ledger and uses the State book.  Governmental fund activity is reported in the Entitywide Ledger and uses the Government book.  Any GL entries (clean-up entries, etc.) in relation to capital assets must be made to the corresponding ledger (as indicated previously) unless otherwise specified.
1. [bookmark: _Toc293580965][bookmark: _Toc306601752][bookmark: _Toc322441757][bookmark: _Toc322516133]Reminders when adding assets to - When adding assets to AM it is critical to:
a. Select the correct profile.  Remember tThe profiles and categories for governmental and proprietary fund assets begin with a “G” and “P”, respectively.  The profile chosen must correspond to the fund in which the asset is recorded in
b. Enter the correct transactions date, from which the in-service and acquisition dates will be defaulted.  Since some capital assets are depreciated/amortized and the transaction date is used to develop the related depreciation/amortization schedule, this date has financial statement impact.
c. Let the accounting date default to the current date, unless adding an asset for the current fiscal year during the fiscal year-end cut-off period.
d. Use the default profile function.  This will select tThe correct asset book, and category will be selected.
e. Review the default salvage value and useful life.  Change these defaults if agency experience indicates that the defaults should be different.
f. Input the asset class.
g. Enter the correct transactions date, from which the in-service and acquisition dates will be defaulted.  These dates are used to develop the related depreciation/amortization entries.
h. Let the accounting date default to the current date, unless adding an asset for the current fiscal year during the fiscal year-end cut-off period, in which it is necessary to use the June 30, 20xx date (or Dec. 31, 20xx date for Montana State Fund).
i. Complete all other fields relative to an asset.
j. Review all information prior to the initial save.  It is much easier to add the asset correctly the first time than to correct anyyour errors later.
k. If an agency needs to delete an asset, please contact SAB prior to the end of the period in which the asset was initiated. 
1. [bookmark: _Toc293580966][bookmark: _Toc306601753][bookmark: _Toc322441758][bookmark: _Toc322516134]AM generated journals (for capitalized assets only)
AM transactions are not reflected in the general ledgerGL until the month-end processes are completed.  AM-generated journals begin with three letters (as detailed below), which designates the type of transaction. transactions in the general ledger will be reflected on one of the following type of journals:
	Journal Type
	Description

	ADD
	Assets added to AM

	DPR
	Depreciation/Amortization expense as calculated for the current month

	PDP
	Depreciation/Amortization expense as calculated for prior periods based on the in-service date of the asset

	ADJ
	Assets on which cost adjustments have been made, and should only be used in limited cases

	RET
	Assets that have been retired

	REI
	Retired assets that have been reinstated

	TRF
	Only to be used to transfer asset from one org to another

	LPY
	Lease Payments


1. [bookmark: _Toc293580967][bookmark: _Toc306601754][bookmark: _Toc322441759][bookmark: _Toc322516135][bookmark: _Toc75403844][bookmark: _Toc133315295][bookmark: _Toc163022820]Changing the useful life or salvage value of an assets (modified April 2010)
The useful life and salvage value fields areof an asset is defined based on the “Profile ID” as selected inon AM, but can be changed for non-intangible capital assets (which should always have a $0 salvage value). The useful life and/or the salvage value of an asset can be changed in certain circumstances. Some of the Rreasons to adjust the useful life and/or salvage value of an capital asset could include, but are not limited to, experience with similar assets or a need to meet federal depreciation/amortization allowance guidelines. Documentation of justification for Aany changes from the profile defaultsof the useful life and/or salvage value of an asset should be documented, and that justification maintained by each agency.  Intangible assets should always have a salvage value of zero.
Capital assets added with incorrect financial data must be retired and re-added with the correct information, as indicated in the following section.
C. Add / Retire Capital Assets
1. Recording purchase of capital assets 
The purchase of capital assets (or components) are generally recorded in SABHRS with an Accounts Payable (AP) voucher that uses an expenditure account in the 63XXX / 64XXX range.  

A typical capital asset purchase entry is: 
	To purchase capital asset from external party (accounts payable entry)
Actuals Ledger

	Debit
	63XXX/64XXX
	Expenditure account as required
	

	Credit
	1104
	Cash
	


2. Adding capital assets to AM
Assets are normally added to AM using the Express Add function as detailed in the AM user guides. With SAB approval, agencies may use the Basic Add functionality to add assets to AM.  AM-generated entries never use budgeted expenditure and revenue accounts; therefore, the sub-class and program fields are not required, and should not be populated by agency personnel.  
For full-accrual GAAP reporting purposes, capital assets are depreciated or amortized over their useful lives.  For budget purposes, all assets are expensed in the year purchased.  Thus, debit entries for increases in capital assets are usually offset with non-budgeted capital expenditures (e.g. account 63198 – NB Full Accrual Equip Offset) in the AM-generated ADD entries.   The AM-generated depreciation/amortization entries are created every month of the asset’s useful life.  In this manner, both the budgetary and GAAP accounting requirements are met. 




3. Capital asset addition entries
 
For assets added to AM the same month placed in service, AM generates the following accounting entry:
	Typical asset addition entries generated by AM
Actuals or Entitywide Ledger depending on fund type

	ADD journal:

	Debit
	17XX
	Asset account as required
	

	Credit
	63XXX/64XXX
	NB full accrual expenditure offset account
	

	DPR journal:
	
	
	

	Debit
	62805
	NB Depreciation Expense
	

	Credit
	17XX
	Accumulated depreciation account as required
	



For assets added to AM subsequent to the month placed in service, AM generates the following entry: 
	Asset addition entries when asset is not added to AM subsequent to the month placed in service
Actuals Entitywide Ledger depending on fund type

	ADD journal:

	Debit
	17XX
	Asset account as required
	

	Credit
	63XXX/64XXX
	NB full accrual expenditure offset account 
	

	DPR Journal:
	
	
	

	Debit
	62805
	NB Depreciation Expense 
	

	Credit
	17XX
	Accumulated depreciation account as required 
	

	PDP Journal:
	
	
	

	Debit 
	62805
	NB Depreciation Expense 
	

	Credit 
	17XX
	Accumulated depreciation account as required 
	


4. Adjustments in regard to an asset purchased in a prior fiscal year
For assets added to AM subsequent to the year placed in service, a GL entry is needed to correct the offset entries created by the ADD and PDP entries generated by AM.  




This journal should be created in the same ledger used when the AM transactions were generated. 
	Assets purchased in a prior fiscal year
Actuals or Entitywide Ledger depending on fund type

	Related to ADD journal:

	Debit
	63XXX/ 64XXX
	NB full accrual expenditure offset
	

	Credit
Or

Credit
	63XXXP/64XXXP

4XXX
	NB full accrual expenditure offset account

Fund Balance/Net Position (Prior Prior Year)
	

	Related to PDP 
	Journal:
	
	

	Debit
Or
Debit
	62805P      
       4XXX

	NB Net Depreciation Expense PY

[bookmark: _GoBack]Fund Balance/Net Position (Prior Prior Year)
	

	Credit
	62805
	NB Depreciation Expense
	



A list of the asset accounts used for recording prior year adjustments can be found by going to Set Up Financials/Supply Chain > Common Definitions > Design ChartFields > Define Values > ChartField Values – Account and searching for accounts that being with “6%P” or “5%P.”
5. Entries/adjustments for asset purchased in prior fiscal year
Entries related to full accrual funds (proprietary funds) are recorded in the Actuals Ledger, and entries related to modified accrual funds (governmental funds) are recorded in the Entitywide Ledger.
Example:  Equipment with a capitalized cost of $6,000 was placed in service on May 15, 2015.  The equipment was added to AM during March 2017 with no salvage value and a useful life of 60 months.  The AM generated entries for March 2017 would be as follows:

Depreciation expense related to the 2015 fiscal year is $200: ($6,000/60) * 2 mo.  The depreciation expense related to the 2016 fiscal year is $1,200: ($6,000/60) * 12 mo.  The depreciation expense related to 2017 fiscal year is $900: ($6,000/60) * 9 mo., of which $800 was included on the PDP journal generated for March 2017:
	System-generated entries when asset is added to AM
Actuals or Entitywide Ledger depending on fund type

	ADD journal:

	Debit
	1704
	Equipment
	6,000

	Credit
	63198
	NB Full Accr Equip Offset 
	6,000

	DPR journal:
	
	
	

	Debit
	62805
	NB Depreciation Expense: $6,000/60 mo.
	100

	Credit
	1709
	Accumulated Depr – Equipment
	100

	PDP journal:
	
	
	

	Debit
	62805
	NB Depreciation Expense ($6,000/60) * 22 months
	2,200

	Credit
	1709
	Accumulated Depr – Equipment
	2,200



The GL journal needed to adjust for amounts related to 2015 and 2016 is as follows:
	Prior year adjustment for asset that should have been added in prior fiscal year
Actuals or Entitywide Ledger depending on fund type

	Related to the PDP journal:

	Debit
	62805P
	NB Depreciation Expense PY (related to 2016)
	1,200

	Debit
	41XX
	Fund Balance/Net position (related to 2015)
	200

	Credit
	62805
	NB Depreciation Expense 
	1,400

	Related to the ADD journal:

	Debit
	63198
	NB Full Accr Equip Offset 
	6,000

	Credit
	41XX
	Fund Balance/Net Position (this entry would have been to 63198P if the asset was placed in service in 2016)
	6,000



D. If these changes are not made when adding the asset to AM but changed at a later date, it should be noted that AM will not recalculate any depreciation/amortization already calculated in previous months, but will recalculate depreciation/amortization expense from this point forward based on the new useful life or salvage value of the asset.  This change can cause problems on AM, if not changed within the first few months on AM.  All changes to existing assets should be reviewed closely.
E. For example, an asset was valued at $10,000 with a salvage value of 5% ($500) and a useful life of 5 years.  It is the end of year 4 when it is determined that the asset should have had a salvage value of 30% ($3,000).  The accumulated depreciation on this asset as of today is $7,600, ((10,000 – 500)/5 * 4).  If the salvage value is changed to 30% at this point, the accumulated depreciation associated with this asset is overstated and will never be corrected by AM.  Thus, the asset with the incorrect salvage value should have been retired and a new asset added with the correct salvage value on AM.  See section IX.A.5 for detail as to the additional general ledger cleanup needed.  
F. [bookmark: _Toc293580968][bookmark: _Toc306601755][bookmark: _Toc322441760][bookmark: _Toc322516136]Changing the historical cost of an existing asset
G. If an error was made when an asset was added to AM in regard to the historical cost, or in the case of highway infrastructure, when the FIFO valuation method requires a revaluation of historical cost, it can be changed on AM at a later date.  However, it should be noted that AM will not recalculate any depreciation/amortization already calculated in previous months, but will recalculate depreciation/amortization expense from this point forward based on the new historical cost of the asset.  This change can cause problems on AM, if not changed within the first few months on AM.  All changes to existing assets should be reviewed closely.
H. For example, an asset was added with a cost of $100,000 with a useful life of 10 years and no salvage value.  It is the end of year two when it is determined that the asset should only have been added to AM with a cost of $15,000.  The accumulated depreciation as of today is $20,000.  The cost can be changed at this point to reflect $15,000, however AM will not adjust the accumulated depreciation.  Thus, the net book value of this asset is a negative $5,000, cost minus accumulated depreciation.  This asset should have been retired and a new asset added to AM with the correct cost.  See section IX.A.5 for detail as to the additional general ledger cleanup needed.
I. [bookmark: _Toc293580969][bookmark: _Toc306601756][bookmark: _Toc322441761][bookmark: _Toc322516137]General ledger cleanup required when you retire/add the same asset on AMCapital Asset Corrections
If assets are added with errors, contact SAB within the same period for deletion. In many cases the best way to correct errors on AM, is to retire the asset with the error and then to re-add itthe same asset correctly.  It is critical that the user add the asset with the correct transaction date (from which the in-service date is defaulted), historical cost, profile ID, useful life and salvage value..  
 Beginning in FY17, asset additions must be denoted as such by selecting Reentry from the “Entry Type” drop-down box in the Cost Asset Information tab. The asset ID of replaced asset must also be entered as applicable.
Then aA general ledgerGL entry is needed to properly reverse all AM-generated balances related to the retired asset (that are not reversed with the retired entry):to reverse the capitalized asset expense, on the addition of the correct asset up to the value of the original asset; any capitalized asset expense on the original asset that should not have been generated; depreciation/amortization expense, that should not have been generated on the original asset; and the gain/loss calculated on disposalthe retired asset.  An additional entry may be needed to correct the ADD entry created by AM when the asset is re-added, as detailed in the following.
For example:, an asset was added with a cost of $100,000, with a useful life of 10 years, and no salvage value. during July 2005.  It is now June 2006, when it is  Later it was determined that the asset should only have been added to AM with a $15,000 cost of $15,000.  The accumulated depreciation at the time the error was discovered was $30,000as of today is $20,000.  The asset should be retired in AM, then re-added with the correct information.  AM will properly create all entries necessary for the new asset.  However, if the error is not discovered until two or more fiscal years after the asset was placed in service, then the 63XXX/64XXX offset created in the ADD entry must be corrected to the appropriate fund balance/net position account.  
Below is an illustration of the AM-generated RET entry and the GL clean-up entry required.  The following entries would be generated based on the retirement of the asset with the incorrect historical cost and the re-add of the asset with the correct historical cost:  
	Retirement entry generated by AM for asset with incorrect historical cost
Actuals or Eentity-wide Lledger depending on fund type

	Debit
	17XX
	Accumulated depreciation
	230,000

	Debit
	62808
	NB lLoss on sSale eExpense
	870,000

	Credit
	17XX
	Capital asset
	100,000



	Entry to add the asset to AM with the correct historical cost 
Actuals ledger or entitywide ledger depending on fund type

	Debit
	17XX
	Asset account as required
	15,000

	Debit
	62805
	Depreciation Expense 
Current Month = (15,000 / 10) / 12 = 125
AM Prior Period = 125 * 23 = 2,875
	3,000


	Credit
	17XX
	Accumulated depreciation account as required
	3,000

	Credit
	63XXX/ 64XXX
	Capitalized Asset Offset
	15,000


The following general ledger journalGL account balances exist, based on all the AM generated entries entries generated:  
	Balances Associated with Incorrect Asset (after Retirement)
	
	Debit Balance
	Credit Balance

	17XX
	Capital Asset
	0
	

	17XX
	Accumulated Depr.ec
	0
	

	63XXX/64XXX closing to 4XXX63XXX / 64XXX
	Capitalized’d Asset Offset (when added)
	
	100,000

	62805 closing to 4XXX5
	Depreciation Expense: ($100,000 / 10 years) * 3 years2 yrs)
	230,000
	

	62808
	Loss on Sale
	870,000
	



	Balances Associated with Correct Asset
	
	Debit Balance
	Credit Balance

	17XX
	Capital Asset
	15,000
	

	17XX
	Accumulated Deprec
	
	3,000

	63XXX / 64XXX
	Cap’d Asset Offset
	
	15,000

	62805
	Depreciation Expense
	3,000
	


The following general ledger adjustmentGL journal entry needs to be completed:
	GL clean-up entryAdjustment so that the general ledger is not overstated by expenses previously recorded on AM 
Actuals ledger or eEntitywide lLedger depending on fund type

	Debit
	63XXX/
64XXX 
	Capitalized Asset Offset – Amount correct asset up to value of original asset
	15,000

	Debit
	63XXX/
64XXX4XXX1
	Capitalized Asset Offset - As the additional cap asset offset expense should not have occurred in the 1st place it is being reversed less the amount from the correct asset.  If it had been over 2 years, 4101/4201 should have been used.  (Original Asset Cost – Correct Asset , 100,000 – 15,000)
	85100,000

	Credit
	62805
	NB Depreciation expense -– For depr. expense related to the current fiscal yearsAs this expense was not valid on the original asset, it is being reversed.  If it was over 2 years, 4101/4201 should have been used.  
	210,000

	Credit
	62805P
	For depreciation expense related to one prior fiscal year
	10,000

	Credit
	41XX
	For depreciation expense related to 2+ prior fiscal years
	10,000

	Credit
	62808
	NB loss on sale expense 
	870,000


	1A 63XXX/64XXX account would be used for an error discovered in the year added; 63XXXP/64XXXP account would be used for one prior year; a 4XXX account would be used for two prior years.


i. [bookmark: _Toc293580970][bookmark: _Toc306601757][bookmark: _Toc322441762][bookmark: _Toc322516138]Recording land, buildings and construction work-in-progress
dqe. The DOA will be responsible for recording land, buildings and construction work-in-progress within a 10 mile radius of Helena, unless they have delegated that authority to another agency.    Agencies will be responsible for recording land, buildings and construction work-in-progress outside of the Helena area or that it has title to.
a. [bookmark: _Toc75403836][bookmark: _Toc133315288][bookmark: _Toc163022821][bookmark: _Toc293580971][bookmark: _Toc306601758][bookmark: _Toc322441763][bookmark: _Toc322516139]Purchase of capital assets
i. [bookmark: _Toc75403837][bookmark: _Toc133315289][bookmark: _Toc163022822][bookmark: _Toc293580972][bookmark: _Toc306601759][bookmark: _Toc322441764][bookmark: _Toc322516140]Recording purchase of capital assets 
dqf. The purchase of capital assets is generally recorded in SABHRS via an Accounts Payable (AP) voucher using an expenditure account in the 63XXX to 64XXX range, with the offset to cash in the actuals ledger regardless of the fund type purchasing the capital asset.  Typically, accounts payable will generate the following entry: 
	dqg. To purchase capital asset from external party (accounts payable entry)
dqh. Actuals ledger

	dqi. Debit
	dqj. 63XXX-64XXX
	dqk. Expenditure account as required
	dql. 

	dqm. Credit
	dqn. 1104
	dqo. Cash
	dqp. 


i. [bookmark: _Toc75403838][bookmark: _Toc133315290][bookmark: _Toc163022823][bookmark: _Toc293580973][bookmark: _Toc306601760][bookmark: _Toc322441765][bookmark: _Toc322516141]Adding capital assets to AM
dqq. Assets are normally added to AM using the Express Add functionality. All expenditure and revenue transactions generated by AM are non-budgeted and therefore do not required a program or budget year. When adding assets to SABHRS, the program, budget and subclass fields should not be populated by agency personnel. Some agencies also add assets to AM through the accounts payable interface functionality. Assets added through the Accounts Payable module will automatically receive the program, budget year and subclass. These fields should be ignored for reporting purposes. These fields are normally not populated and agencies should not make adjustments on AM to change these fields. With DOA Accounting Bureau approval, agencies may use the Basic Add functionality to add assets to AM.  
dqr. For GAAP purposes, capital assets are depreciated or amortized over their useful lives; however, for budget purposes, the asset should be expensed in the year it is purchased.  Thus, debit entries for increases in capital assets are usually offset with a non-budgeted capital expenditure account (e.g., 63198 - NB Full Accrual Equip Offset).  AM will then create non-budgeted depreciation/amortization entries every month for the term of the capital asset’s useful life.  In this manner, the State of Montana can meet both budgetary and GAAP accounting requirements.  It is critical that the assets are added in the same fiscal year they are purchased. 
i. [bookmark: _Toc75403839][bookmark: _Toc133315291][bookmark: _Toc163022824][bookmark: _Toc293580974][bookmark: _Toc306601761][bookmark: _Toc322441766][bookmark: _Toc322516142]Capital asset entries 
dqs. For a typical asset addition, AM will generate the following accounting entries in the month added:
	dqt. Typical asset addition entries generated by AM
dqu. Actuals ledger or entitywide ledger depending on fund type

	dqv. 

	dqw. Debit
	dqx. 17XX
	dqy. Asset account as required (ADD jrnl)
	dqz. 

	dra. Credit
	drb. 6XX9X
	drc. NB full accrual expenditure offset account (ADD jrnl)
	drd. 

	dre. 
	drf. 
	drg. 
	drh. 

	dri. Debit
	drj. 62805
	drk. NB depreciation expense (DPR jrnl)
	drl. 

	drm. Credit
	drn. 17XX
	dro. Accumulated depreciation account as required (DPR jrnl)
	drp. 


i. [bookmark: _Toc75403840][bookmark: _Toc133315292][bookmark: _Toc163022825][bookmark: _Toc293580975][bookmark: _Toc306601762][bookmark: _Toc322441767][bookmark: _Toc322516143]Capital asset entries (asset purchased in prior period month)
drq. When applicable, AM will calculate prior period depreciation/amortization for all periods prior to the current period, when the transaction date is changed to reflect an earlier period. 
	drr. Asset addition entries when asset is not added to AM in the current month
drs. Actuals ledger or entitywide ledger depending on fund type

	drt. 

	dru. Debit
	drv. 17XX
	drw. Asset account as required (ADD jrnl)
	drx. 

	dry. Credit
	drz. 6XX9X
	dsa. NB full accrual expenditure offset account (ADD jrnl)
	dsb. 

	dsc. 
	dsd. 
	dse. 
	dsf. 

	dsg. Debit
	dsh. 62805
	dsi. NB depreciation expense (DPR jrnl) 
	dsj. 

	dsk. Credit
	dsl. 17XX
	dsm. Accumulated depreciation account as required (DPR jrnl)
	dsn. 

	dso. 
	dsp. 
	dsq. 
	dsr. 

	dss. Debit 
	dst. 62805
	dsu. NB depreciation expense (PDP jrnl)
	dsv. 

	dsw. Credit 
	dsx. 17XX
	dsy. Accumulated depreciation account as required (PDP jrnl)
	dsz. 


i. [bookmark: _Toc75403841][bookmark: _Toc133315293][bookmark: _Toc163022826][bookmark: _Toc293580976][bookmark: _Toc306601763][bookmark: _Toc322441768][bookmark: _Toc322516144]Adjustments in regard to an asset purchased in a prior fiscal year
dta. If an asset was purchased in a prior fiscal year, the agency must analyze the asset accounting entries and related detail to determine the costs that must be adjusted as a prior year and those that must be adjusted against fund balance, if any.  If needed, the adjustments would be made on an ONL general ledger journal.  This journal should be created in the same ledger used when the AM transactions were generated. 
dtb. 
dtc. 
dtd. Analysis must be performed to determine what amount of the PDP relates to a prior year and to any year preceding the prior year.  The depreciation/amortization relating to the prior year would be adjusted against a prior year depreciation/amortization account.  Any relating to the year before the prior fiscal year would be adjusted against fund balance.  
dte. If the asset should have been added before the last fiscal year (prior year) then the full accrual expenditure offset would be reversed against fund balance.  If the asset should have been added in the last fiscal year then the full NB expenditure offset would be reversed and the related prior year account used. 
dtf. A list of the asset accounts used for recording prior year adjustments is as follows:
dtg. 62805P - NB Depreciation Expense PY
dth. 62808P - NB Loss on Sale Expense PY
dti. 62877P – NB Amortization Expense PY
dtj. 63196P - NB Full Accr Library Offset PY
dtk. 63197P - NB Full Accr Mus/Art Offset PY
dtl. 63198P - NB Full Accr Equip Offset PY
dtm. 63298P - NB Full Accr Lvstck Offset PY
dtn. 63399P - NB Gen Equip-Cap Lease PY
dto. 63498P – NB Full Accr Intang Offset PY
dtp. 64196P - NB Full Accr Infra Offset PY
dtq. 64197P - NB Full Accr Easement Off PY
dtr. 64198P - NB Full Accr Land Offset PY
dts. 64297P - NB Full Ac Depr Mus/Art Off PY
dtt. 64298P - NB Full Accr Build Offset PY
dtu. 64397P - NB Full Accr Land Imp Offset PY
dtv. 64398P - NB Full Accr Bldg Imp Offset PY
dtw. 64499P - NB General Cap Leases PY
dtx. 58321P - Gen FA Disp Full Acc Rev PY
dty. 58322P - Gen FA Disp Full Acc Gain PY
dtz. 55040P - Gain Sale Non-Gen FA PY
dua. If additional accounts are needed, they should be requested from the Department of Administration, Accounting Bureau.
i. [bookmark: _Toc75403842][bookmark: _Toc133315294][bookmark: _Toc163022827][bookmark: _Toc293580977][bookmark: _Toc306601764][bookmark: _Toc322441769][bookmark: _Toc322516145]Example of entries/adjustments for asset purchased in prior fiscal year
dub. In addition to the correction of errors relating to the current fiscal year agencies must analyze and generate correcting entries on the General Ledger (GL) for assets not added to SABHRS in the year of acquisition and for other capital asset errors relating to prior fiscal years.  For assets not entered in the correct fiscal year the correcting entries generally will be to reverse the current year expenditure offset and any depreciation related to prior years and record the prior year amounts using the new asset expenditure accounts or fund balance as appropriate.  As with all asset related entries the full accrual funds will record these entries in the ACTUALS ledger and the governmental funds will record them in the ENTITYWIDE ledger on SABHRS.
duc. 
dud. Example 1 – Equipment acquired in January of the prior fiscal year and added to AM in December of the current fiscal year.  Asset cost = $100,000.  Asset Life = 10 years with 0 salvage value.
due. 
duf. Entries automatically generated by AM
	dug. Debit
	duh. Credit	
	dui. Amount
	duj. Description

	duk. 1704
	dul. 63198
	dum. $100,000
	dun. Asset Addition

	duo. 62805
	dup. 1709
	duq. $  10,000
	dur. Total monthly depreciation, $5,000 relates to current fiscal year.


dus. 
dut. Agency Correcting Entry - to be made on the General Ledger
	duu. Debit
	duv. Credit	
	duw. Amount
	dux. Description

	duy. 63198
	duz. 63198P
	dva. $100,000
	dvb. Record the expenditure offset as prior fiscal year for matching.

	dvc. 62805P
	dvd. 62805
	dve. $    5,000
	dvf. Correct the depreciation expense relating to the prior fiscal year.


dvg. 
dvh. Example 2 – Equipment acquired in January of the fiscal year preceding the prior fiscal year and added to AM in December of the current fiscal year.  Asset cost = $100,000.  Asset Life = 10 years with 0 salvage value.
dvi. 
dvj. Entries automatically generated by AM
	dvk. Debit
	dvl. Credit	
	dvm. Amount
	dvn. Description

	dvo. 1704
	dvp. 63198
	dvq. $100,000
	dvr. Asset Addition

	dvs. 62805
	dvt. 1709
	dvu. $  20,000
	dvv. Total monthly depreciation, $5,000 relates to current fiscal year.


dvw. 
dvx. Agency Correcting Entry - to be made on the General Ledger
	dvy. Debit
	dvz. Credit	
	dwa. Amount
	dwb. Description

	dwc. 63198
	dwd. 4101/ 4201
	dwe. $100,000
	dwf. Record the expenditure offset as fund balance for prior, prior fiscal year.

	dwg. 62805P
	dwh. 62805
	dwi. $   10,000
	dwj. Correct the depreciation expense relating to the prior fiscal year.

	dwk. 4101
	dwl. 62805
	dwm. $    5,000
	dwn. Correct the depreciation expense and fund balance relating to the prior, prior fiscal year.


dwo. 
dwp. Example 3 - Equipment with a capitalized cost of $6,000 was purchased on May 15, 2005.  The equipment was added to AM during March 2007 with no salvage value and a useful life of 60 periods.  The AM generated entries for March 2007 would be as follows:
	dwq. Asset addition entries when asset is not added to AM in the current month
dwr. Actuals ledger or entitywide ledger depending on fund type

	dws. 

	dwt. Debit
	dwu. 1704
	dwv. Equipment (ADD jrnl)
	dww. 6,000

	dwx. Credit
	dwy. 63198
	dwz. NB full accrual equip offset (ADD jrnl)
	dxa. 6,000

	dxb. 
	dxc. 
	dxd. 
	dxe. 

	dxf. Debit
	dxg. 62805
	dxh. NB depreciation expense (DPR jrnl) (6000/60)
	dxi. 100

	dxj. Credit
	dxk. 1709
	dxl. Accumulated depreciation – equipment
	dxm. 100

	dxn. 
	dxo. 
	dxp. 
	dxq. 

	dxr. Debit
	dxs. 62805
	dxt. NB depreciation expense (PDP jrnl) (6000/60 * 22 months)
	dxu. 2,200

	dxv. Credit
	dxw. 1709
	dxx. Accumulated depreciation – equipment
	dxy. 2,200


dxz. In the above example, depreciation expense for the 2005 fiscal year would have been $200 (6000/60 * 2).  The depreciation expense for the 2006 fiscal year would have been $1,200 (6000/60 * 12).  At this point the 2007 depreciation expense would be $900 (6000/60 * 9), of which $800 was included on the PDP journal generated for March 2007.
dya. The ONL general ledger journal adjustment to adjust for prior year in the same ledger as the AM entries would be as follows:
	dyb. Prior year adjustment for asset that should have been added in prior fiscal year
dyc. Actuals ledger or entitywide ledger depending on fund type

	dyd. 

	dye. Debit
	dyf. 62805P
	dyg. NB depreciation expense PY (06 deprec)
	dyh. 1,200

	dyi. Debit
	dyj. 4101/ 4201
	dyk. Net position (05 deprec)
	dyl. 200

	dym. Credit
	dyn. 62805
	dyo. NB depreciation expense 
	dyp. 1,400

	dyq. 

	dyr. Debit
	dys. 63198
	dyt. NB full accrual equip offset 
	dyu. 6,000

	dyv. Credit
	dyw. 4101/ 4201
	dyx. Net position (this entry would have been to 63198P if the asset was purchased in the 06 fiscal year)
	dyy. 6,000


J. Upon reviewing the necessary correcting entries and related analysis required, the entry of assets into AM, as they are acquired, cannot be over-emphasized.  This is no longer a process that can wait until the last month of the year.
K. The examples above do not include all of the corrections that may be required to record prior year activity generated by AM.  Changes to the useful life of assets, estimated salvage value, retirements not made in the correct year, etc. will all require similar adjustments.  If assets are added correctly in the year of acquisition most of these adjustments will be avoided.
L. [bookmark: _Toc292372480][bookmark: _Toc292372656][bookmark: _Toc163022828][bookmark: _Toc293580978][bookmark: _Toc306601765][bookmark: _Toc322441770][bookmark: _Toc322516146]Gifts/Donated Capital Assets
A capital asset acquired by gift or donation (from a party external to the State) is recorded in AM at its acquisitionestimated fair market value (see the Reported Cost section, previously) on the date the gift is received or the asset is donated.  Asset transfers between state agencies is addressed in the Transfer of Capital Assets section.  The fair market value can be determined from a receipt, letter, or other document evidencing the gift.  Gifts should be recorded on AM records in the month in which they are received. 
When gifted assetss are recorded on AM, the transaction date must be changed to the date of donation date and the acquisition code must be changed to dDonated.  In AM, the profile selected should reflect the fund type, which is to be responsible for the donated asset.  For example, if a piece of land is donated to an agency and the agency determines that the land is to be recorded in the General Fund, the profile to be used would be G42 – land, as the General Fund is a governmental fund. 

[bookmark: _Toc163022829][bookmark: _Toc293580979][bookmark: _Toc306601766][bookmark: _Toc322441771][bookmark: _Toc322516147]Gifted/donated asset accounting entries:
	AM -generated general ledger entry to recording the asset addition
Actuals ledger or eEntitywide lLedger depending on fund type

	Debit
	17XX
	Capital asset account as required
	

	Credit
	63XXX/
64XXX
	NB full accrual expenditure offset account
	


An additional entry is required on the general ledger to reverse the NB expense offset and record a capital contribution.  This entry must be made (in the samethe ledger that the AM entries were recorded in).
	Reverse the NB Equipment offset and record the capital contribution (GL Entry)
Actuals ledger or eEntitywide lLedger depending on fund type

	Debit
	63XXX/
64XXX
	NB full accrual expenditure offset account
	

	Credit
	549XXX
	Capital contribution account as required
	


M. [bookmark: _Toc75403846][bookmark: _Toc133315296][bookmark: _Toc163022830]Purchase of Split Funded Capital Assets 
When capital assets are recorded in multiple funds, the accounting treatment is dependent upon whether all of the funds are of the same classification (all governmental, or all proprietary).
1. Assets within one fund classification
These assets are added to AM, using the same process as other purchased assets, but with some additional steps.  The process is outlined in the AM Enter Split Funded Asset user guide, available on the SABHRS Documentation webpage.
2. Assets funded by both governmental and proprietary funds 
Because an asset can only be recorded in one fund classification on AM, an operating transfer must be recorded from the co-paying fund to the fund that will record the asset on AM.  
a. Examples of split funded assets using two different fund classifications
· The General Fund (01100) contributes $7,000 and an enterprise fund (06XXX) contributes $9,000 (01100 Governmental Fund) for a single capital asset that will be recorded as a governmental asset.  The enterprise fund must transfer its $9,000 contribution to the General Fund, which will purchase the asset (recorded as a capital outlay expenditure).  The asset is added in AM for the total capitalized amount ($16,000) in the General Fund, and with a “G” profile and category.
· A governmental fund and a proprietary fund provide funding for a capital asset that will be capitalized and depreciated within the proprietary fund.  The governmental fund’s contribution is transferred to the proprietary fund (rather than directly expended on the asset).  The proprietary fund then records the asset’s purchase as a capital outlay.  Finally the asset is added in AM with a “P” profile and category.
VIII. The entry for full accrual (proprietary) funds is made in the ACTUALS ledger, but the entry for modified accrual (governmental) funds is made in the ENTITYWIDE ledger.
dyz. Upgrades, enhancements and/or modifications to software should be capitalized only if they increase the functionality, the efficiency or the useful life of the existing software, otherwise costs should be considered maintenance costs and expensed as incurred.  Each upgrade, enhancement and/or modification should be treated as a separate intangible asset, each subject to the respective capitalization threshold and other capitalization occurrences individually.  
dza. All centralized, statewide projects where software capital asset costs may be allocated of billed to federal programs as a direct or indirect cost shall have a planned accounting and billing allocation methodology completed and submitted to the respective cognizant federal agency and the State Financial Services Division after approval from the Office of Budget and Program Planning.
dzb. When multi-agency projects are undertaken to develop software that may be used across federally funded programs, affected agencies should contact their respective cognizant federal agencies to determine how such costs can be charged to the respective federal programs.  Agencies may be required to modify their departmental indirect cost allocation plans or federal billing methodologies to claim the pro rata share of annual amortization costs for the software capital asset under federal programs.
dzc. Software capital asset costs billable to federal programs shall be accumulated and documented in accordance with the provisions of OMB Circular A-87, also known as 2 CFR 225.  The cost principles specified in OMB Circular A-87 should also be used for guidance in determining the supporting state-funded software capital asset costs.
i. [bookmark: _Toc75403848][bookmark: _Toc133315298][bookmark: _Toc163022833][bookmark: _Toc293580983][bookmark: _Toc306601770][bookmark: _Toc322441775][bookmark: _Toc322516151]Adding intangibles to AM (modified April 2010)
dzd. Intangibles are capitalized in AM by using the appropriate asset profile for governmental funds (GXX) and for non-governmental funds (PXX) as found on the table provided in section V.C.3.  The default useful life varies depending on the asset profile, as well as whether or not the intangible is subject to amortization.  Agencies should change the default useful life to match the estimated useful life of the related intangible asset.  Easements and other land use rights maybe permanent if it is determined that the useful life of the intangible asset is indefinite, in these cases choose the respective permanent land use rights asset profile so that asset will not be amortized.  
i. [bookmark: _Toc75403847][bookmark: _Toc133315297][bookmark: _Toc163022834][bookmark: _Toc293580984][bookmark: _Toc306601771][bookmark: _Toc322441776][bookmark: _Toc322516152]Recording purchase of intangible asset
dze. The purchase of intangible assets is generally recorded in SABHRS via an accounts payable voucher using an expenditure account in the 63XXX or 64XXX range, with the offset to cash in the actuals ledger regardless of the fund type purchasing the intangible assets.  Typically, the accounts payable will generate the following entry:
	dzf. To record the purchase of intangible asset
dzg. Actuals ledger

	dzh. Debit
	dzi. 63XXX/
dzj. 64XXX
	dzk. Appropriate intangible asset expenditure account
dzl. [bookmark: _Toc450808903][bookmark: _Toc451333439]
	dzm. [bookmark: _Toc450808904][bookmark: _Toc451333440]

	dzn. Credit
	dzo. 1104
	dzp. Cash
	dzq. [bookmark: _Toc450808909][bookmark: _Toc451333445]


i. [bookmark: _Toc75403849][bookmark: _Toc133315299][bookmark: _Toc163022835][bookmark: _Toc293580985][bookmark: _Toc306601772][bookmark: _Toc322441777][bookmark: _Toc322516153]Intangible asset entries subject to amortization
dzr. For an intangible asset subject to amortization, AM will generate the following accounting entries at the time of addition to AM:
	dzs. Typical asset addition entry generated by AM
dzt. Actuals ledger or entitywide ledger depending on fund type

	dzu. Debit
	dzv. 1809
	dzw. Intangible assets (ADD jrnl)
	dzx. [bookmark: _Toc450808919][bookmark: _Toc451333455]

	dzy. Credit
	dzz. 63498
	eaa. NB full accrual intangible offset account (ADD jrnl)
	eab. [bookmark: _Toc450808924][bookmark: _Toc451333460]

	eac. Debit
	ead. 62877
	eae. NB amortization expense (DPR jrnl)
	eaf. [bookmark: _Toc450808929][bookmark: _Toc451333465]

	eag. Credit
	eah. 1809
	eai. Intangible assets (DPR jrnl)
	eaj. [bookmark: _Toc450808934][bookmark: _Toc451333470]


i. [bookmark: _Toc75403850][bookmark: _Toc133315300][bookmark: _Toc163022836][bookmark: _Toc293580986][bookmark: _Toc306601773][bookmark: _Toc322441778][bookmark: _Toc322516154]Intangible asset entries when asset completed/purchased in prior period month
eak. When applicable, AM will calculate prior period amortization for all periods prior to the current period, when the transaction date is changed to reflect an earlier period. 
	eal. Asset addition entry when asset is not added to AM in the current month
eam. Actuals ledger or entitywide ledger depending on fund type

	ean. Debit
	eao. 1809
	eap. Intangible assets (ADD jrnl)
	eaq. [bookmark: _Toc450808944][bookmark: _Toc451333480]

	ear. Credit
	eas. 63498
	eat. NB full accrual intangible offset account (ADD jrnl)
	eau. [bookmark: _Toc450808949][bookmark: _Toc451333485]

	eav. Debit
	eaw. 62877
	eax. NB amortization expense (DPR jrnl) 
	eay. [bookmark: _Toc450808954][bookmark: _Toc451333490]

	eaz. Credit
	eba. 1809
	ebb. Intangible assets (DPR jrnl)
	ebc. [bookmark: _Toc450808959][bookmark: _Toc451333495]

	ebd. Debit 
	ebe. 62877
	ebf. NB amortization expense (PDP jrnl)
	ebg. [bookmark: _Toc450808964][bookmark: _Toc451333500]

	ebh. Credit 
	ebi. 1809
	ebj. Intangible assets (PDP jrnl)
	ebk. [bookmark: _Toc450808969][bookmark: _Toc451333505]


i. [bookmark: _Toc75403851][bookmark: _Toc133315301][bookmark: _Toc163022837][bookmark: _Toc293580987][bookmark: _Toc306601774][bookmark: _Toc322441779][bookmark: _Toc322516155]Adjustments in regard to an asset completed/purchased in a prior fiscal year
ebl. If a typical intangible asset was completed or purchased in a prior fiscal year, the agency must analyze the asset accounting entries and related detail to determine the costs that must be adjusted as a prior year and those that must be adjusted against fund balance, if any.  If needed, the adjustments would be made on an ONL general ledger journal.  This journal should be created in the same ledger used when the AM transactions were generated. 
ebm. Analysis must be performed to determine what amount of the PDP relates to a prior year and to any year preceding the prior year.  The amortization relating to the prior year would be adjusted against a prior year amortization account.  Any relating to the year before the prior fiscal year would be adjusted against fund balance. 
ebn. If the asset should have been added before the last fiscal year (prior year) then the full accrual expenditure offset would be reversed against fund balance.  If the asset should have been added in the last fiscal year then the full NB expenditure offset would be reversed and the related prior year account used. 
ebo. A list of the asset accounts used for recording prior year adjustments in regard to intangible assets is as follows:
a. 62877P - NB Amortization Exp PY;
b. 63498P - NB Full Accr Intang Offset PY;
c. 58321P - Gen FA Disp Full Acc Rev PY;
d. 58322P - Gen FA Disp Full Acc Gain PY;
e. 55040P - Gain Sale Non-Gen FA PY.
ebp. [bookmark: _Toc450808981][bookmark: _Toc451333517]
i. [bookmark: _Toc75403852][bookmark: _Toc133315302][bookmark: _Toc163022838][bookmark: _Toc293580988][bookmark: _Toc306601775][bookmark: _Toc322441780][bookmark: _Toc322516156]Example of entries/adjustments for asset purchased in prior fiscal year (modified April 2010)
ebq. Software with a capitalized cost of $600,000 was completed on May 15, 2005.  The equipment was added to AM during March 2007 with no salvage value and a useful life of 60 periods.  The AM generated entries for March 2007 would be as follows:
	ebr. Asset addition entry when asset is not added to AM in the current month
ebs. Actuals ledger or entitywide ledger depending on fund type

	ebt. Debit
	ebu. 1809
	ebv. Intangible assets (ADD jrnl)
	ebw. 600,000

	ebx. Credit
	eby. 63498
	ebz. NB full accrual intangible offset account (ADD jrnl)
	eca. 600,000

	ecb. Debit
	ecc. 62877
	ecd. NB amortization expense (DPR jrnl) (600,000/60)
	ece. 10,000

	ecf. Credit
	ecg. 1809
	ech. Intangible assets
	eci. 10,000

	ecj. Debit
	eck. 62877
	ecl. NB amortization expense (PDP jrnl) (600,000/60 * 22 months)
	ecm. 220,000

	ecn. Credit
	eco. 1809
	ecp. Intangible assets
	ecq. 220,000


ecr. In the above example, amortization expense for the 2005 fiscal year would have been $20,000 (600,000/60 * 2).  The amortization expense for the 2006 fiscal year would have been $120,000 (600,000/60 * 12).  At this point, the 2007 amortization expense would be $90,000 (600,000/60 * 9), of which $80,000 was included on the PDP journal generated for March 2007.
ecs. The ONL general ledger journal adjustment to adjust for prior year in the same ledger as the AM entries would be as follows:
	ect. Prior year adjustment for asset that should have been added in prior fiscal year
ecu. Actuals ledger or entitywide ledger depending on fund type

	ecv. Debit
	ecw. 62877P
	ecx. NB amortization expense PY (06 amort)
	ecy. 120,000

	ecz. Debit
	eda. 4101/ 4201
	edb. Net position (05 amort)
	edc. 20,000

	edd. Credit
	ede. 62877
	edf. NB amortization expense 
	edg. 140,000

	edh. Debit
	edi. 63498
	edj. NB full accrual intangible offset 
	edk. 600,000

	edl. Credit
	edm. 4101/ 4201
	edn. Net position (this entry would have been to 63498P if the asset was completed/purchased in the 06 fiscal year)
	edo. 600,000


edp. [bookmark: _Toc133315303][bookmark: _Toc163022839][bookmark: _Toc293580989][bookmark: _Toc306601776][bookmark: _Toc322441781][bookmark: _Toc322516157][bookmark: _Toc75403853][bookmark: _Toc450809047][bookmark: _Toc451333583]Easements and other Land Use Rights (modified April 2010)
edq. An easement is a right to use or an interest in land that is owned by another entity or individual.  Examples of easements include conservation easements, which prohibit certain types of development, and right of way easements, which allow for the use of land in some manner.  Examples of other land use rights include mineral, timber and water rights.  If an individual easement does not meet the capitalization threshold alone but is a part of another capital asset, and the combined value of both the easement and the other capital asset exceeds the capitalization threshold, the individual easement should be capitalized.  If the agency is unable to separate the value of the land use right and the value of the land, the combined value maybe capitalized as land. Land use rights are often permanent, thus have an indefinite useful life and therefore would be capitalized but not be amortized.  If and/or when the it is determined that a land use right does have a definite useful life that arises from contractual or other legal rights and meets the capitalization threshold, the intangible asset should be capitalized and amortized over its useful life, not to exceed the period to which the service capacity of the asset is limited by contractual or legal provisions. The balance sheet account that is used to record permanent easements and other land use rights is 1712 and any nominal activity related to easements is recorded in the 641XX expense account range.  The balance sheet account that is used to record easements and other land use rights subject to amortization is 1717.   Land use rights associated with property already owned and reported should not be reported as intangible assets separate from the property.
a. [bookmark: _Toc75403855][bookmark: _Toc133315306][bookmark: _Toc163022840][bookmark: _Toc293580990][bookmark: _Toc306601777][bookmark: _Toc322441782][bookmark: _Toc322516158][bookmark: _Toc450809049][bookmark: _Toc451333585]Accounting for depreciation
edr. [bookmark: _Toc450809050][bookmark: _Toc451333586]Depreciation should be computed using the straight-line method.  Depreciation is the accounting process that allocates the cost of the property over its useful life (see Section V.B.4 for examples of useful life guidelines for depreciation of capital assets) to the periods that benefit from its use. 
eds. When applicable, AM will calculate prior period depreciation for all periods (months) prior to the current period, when the transaction date is changed to reflect an earlier period.  The prior period depreciation will be reflected on PDP journals.  The current month depreciation will be recorded on a DPR journal.
i. [bookmark: _Toc75403856][bookmark: _Toc133315307][bookmark: _Toc163022841][bookmark: _Toc293580991][bookmark: _Toc306601778][bookmark: _Toc322441783][bookmark: _Toc322516159]Depreciation accounting entries
edt. [bookmark: _Toc450809053][bookmark: _Toc451333589]The entry to record depreciation expense is recorded in the entitywide ledger for governmental funds.  For all other fund types, depreciation expense is recorded in the actuals ledger.  AM will generate one complete month of depreciation, no matter the day of the month the capital asset was added to AM.  
edu. Depreciation of capital assets is illustrated below:
	edv. To record monthly depreciation expense
edw. Actuals ledger or entitywide ledger depending on fund type

	edx. Debit
	edy. 62805
	edz. NB Depreciation Expense
	eea. [bookmark: _Toc450809061][bookmark: _Toc451333597]

	eeb. Credit
	eec. 17XX
	eed. Accumulated depreciation as required
	eee. [bookmark: _Toc450809066][bookmark: _Toc451333602]


a. [bookmark: _Toc75403857][bookmark: _Toc133315308][bookmark: _Toc163022842][bookmark: _Toc293580992][bookmark: _Toc306601779][bookmark: _Toc322441784][bookmark: _Toc322516160]Accounting for amortization (modified April 2010)
eef. Amortization should be computed using the straight-line method.  Amortization is the accounting process that allocates the cost of the intangible asset over its useful life to the periods that benefit from its use.  The cost of intangible assets should be amortized over the period estimated to be benefited.   Intangible assets do not have a salvage value, thus are amortized to zero.
eeg. There is no accumulated amortization account in regard to intangible assets.  The intangible asset account is reduced by the monthly amortization expense.
eeh. When applicable, AM will calculate prior period amortization for all periods (months) prior to the current period, when the transaction date is changed to reflect an earlier period.  The prior period amortization will be reflected on PDP journals.  The current month amortization will be recorded on a DPR journal.
i. [bookmark: _Toc75403858][bookmark: _Toc133315309][bookmark: _Toc163022843][bookmark: _Toc293580993][bookmark: _Toc306601780][bookmark: _Toc322441785][bookmark: _Toc322516161]Amortization accounting entries
eei. The entry to record amortization expense is recorded in the entitywide ledger for governmental funds.  For all other fund types, amortization expense is recorded in the actuals ledger.  AM will generate one complete month of amortization no matter the day of the month the capital asset was added to AM, if amortizable. 
eej. Amortization of intangible assets is illustrated below:
	eek. To record monthly amortization expense
eel. Actuals ledger or entitywide ledger depending on fund type

	eem. Debit
	een. 62877
	eeo. NB amortization expense
	eep. [bookmark: _Toc450809081][bookmark: _Toc451333617]

	eeq. Credit
	eer. 1809
	ees. Intangible assets
	eet. [bookmark: _Toc450809086][bookmark: _Toc451333622]


IX. [bookmark: _Toc75403859][bookmark: _Toc133315310][bookmark: _Toc163022844][bookmark: _Toc292975027][bookmark: _Toc306601781][bookmark: _Toc322441786][bookmark: _Toc322516162][bookmark: _Toc451333624][bookmark: _Toc75403865][bookmark: _Toc133315314][bookmark: _Toc163022848][bookmark: _Toc293580998]Transfer of Capital Assets
The transfer functionality in AM is to be used for transferring assets between orgs only (within the same business unit and fund).  To change the fund or business unit of an asset added in error, the asset must be retired and re-added in AM (as discussed previously in the Corrections section). The following section discusses the accounting treatment for assets transferred between business units or funds.
1. The entries required for transfers of assets between agencies or funds vary based on the fund classificationtype (i.e. Ggovernmental, which records capital assets in the entity-wide ledger, or Pproprietary, which records capital assets in the actuals ledger) the net book value of the assetand on whether the assets are fully depreciated without a salvage value, fully depreciated with a salvage value, not fully depreciated, and whether monetary compensation is received in the transaction.  
2. When property is transferred from one fund to another, the asset must be retired in the fund that owned the asset initially and added to the receiving fund. on Asset Management (AM). When the receiving fund adds the transferred asset to AM, t  The asset’s historical purchase date and cost should be used for the addition to AM. As of FY17 choose reentry for receiving fund.  The transfer function within AM does not generate the correct accounting entries for all transfers.  Therefore, this functionality is only to be used when the asset is transferred from one org to another org for the same business unit and fund. The following procedures are used for all other capital asset transfers.
3. All entries for proprietary funds should be completed in the Actuals lLedger. For governmental funds, all entries involving capital asset or capital contribution accounts should be completed in the Entitywide lLedger. All entries involving cash should be completed in the Actuals lLedger-regardless of fund classification.
4. Capital asset transfers would use an ONL, SWI or IU source depending on circumstances. If an agency has any questions on which source is appropriate, they can the DofA Accounting Bureau via phone (see policy 375, section XIX for phone numbers), e-mail (saccounting@mt.gov), or fax (444-2812).
5. [bookmark: _Toc290296922][bookmark: _Toc292975028][bookmark: _Toc306601782][bookmark: _Toc322441787][bookmark: _Toc322516163]Asset transferred has $0 book valueis (fully depreciated without a salvage value).If the asset is fully depreciated and the original salvage value was zero, AM will generate all of the required accounting entries for the transferor fund upon the asset’s retirement in AM.
 transferring the asset.  There is no change in the dollar amount for the capital asset.
Transferor fund AM entry:
	Retirement entry generated by AM for fully depreciated asset with no salvage value
Actuals or ledger or eEntitywide lLedger depending on fund type

	Debit
	17XX
	Accumulated depreciation account as required

	Credit
	17XX
	Asset account as required


The asset should then be added by the receiving fund using the asset’s original acquisition date, cost and profile number.  Assets crossing fund classification will use different profiles (P v. G), but the following numbers should be identical (P65 to G65, for example).  The default salvage value and useful life may need modifications to ensure agreement with the asset’s original attributes.

The receiving fund will have the following AM entry keeping in mind that the user add the asset with a transaction date (from which the in-service date is defaulted) equal to the original acquisition date, the same historical cost, the same profile ID as used by the transferor fund on the asset, as well as the same useful life and salvage value (if not the default).

Receiving fund AM entries:  
	AM Generated-Addition and depreciation entries 
Actuals ledger or eEntitywide lLedger depending on fund type

	ADD journal:

	Debit
	17XX
	Asset account as required

	Credit
	63XXX/ 64XXX
	NB full accrual asset offset

	DPR journal:
	
	

	Debit
	62805
	NB Depreciation eExpense

	Credit
	17XX
	Accumulated depreciation as required


The receiving fund must make a GL entry to reverse the expense lines generated (previously) when the asset was added to AM, as the expense was already reported by the transferor fund.

Example reversal:the following ONL general ledger journal adjustment in the same ledger as the above AM addition and depreciation entries:
	Expense reversalAdjustment so that the general ledger is not overstated by expenses previously recorded by the transferor fund
Actuals ledger or eEntitywide lLedger depending on fund type

	Debit
	63XXX/ 64XXX
	NB full accrual asset offset

	Credit 
	62805
	NB dDepreciation Expense


A. [bookmark: _Toc75403861][bookmark: _Toc133315312][bookmark: _Toc163022846][bookmark: _Toc290296923][bookmark: _Toc292975029][bookmark: _Toc306601783][bookmark: _Toc322441788][bookmark: _Toc322516164]Asset with a Book Valueis fully depreciated with a salvage value or not fully depreciated
If the asset is fully depreciated and a salvage value exists, or if the asset is not fully depreciated, AM will generate some of the required accounting entries.  B both the transferringor and the receiving fund mustwill be required to make adjusting GL entries on the general ledger.  These entries include a capital contribution transfer, which must net to $0 between the two funds.  Those accounts are system maintained and require SAB approval.  Requests can be sent to SAccounting@mt.gov.  

AM Transferor fund AM entries:y:
	Retirement entry generated by AM for assets with remaining book valuefully depreciated asset with a salvage value or an asset that is not fully depreciated
Actuals ledger or eEntitywide lLedger depending on fund type

	Debit
	17XX
	Accumulated depreciation account as required

	Debit
	62808
	NB lLoss on sSale eExpense

	Credit
	17XX
	Asset account as required



The transferor fund must make a GL entry to reverse the loss generated by the retirement entry (above) and record a capital contribution transferthe following general ledger journal adjustment in the same ledger as the above AM retirement entry:
	Adjustment to reverse the loss on transfer and record a capital contribution
Actuals ledger or eEntitywide lLedger depending on fund type

	Debit
	628A3
	NB fFixed aAsset cCapital cContribution

	Credit
	62808
	NB lLoss on sSale eExpense 


The asset should then be added by the receiving fund using the asset’s original acquisition date, cost and profile number.  Assets crossing fund classification will use different profiles (P v. G), but the following numbers should be identical (P65 to G65, for example).  The default salvage value and useful life may need modifications to ensure agreement with the asset’s original attributes.



It is critical that the user add the asset with a transaction date (from which the in-service date is defaulted) equal to the original acquisition date, the same historical cost, the same profile ID as used by the transferor fund on the asset, as well as the same useful life and salvage value (if not the default). 

Receiving fund AM entries:
	Addition and depreciation entries generated by AM
Actuals ledger or eEntitywide lLedger depending on fund type

	Debit
	17XX
	Asset account as required
	

	Credit
	63X9X/ 64X9X
	NB full accrual asset offset
	

	Debit
	62805
	NB dDepreciation eExpense
	

	Credit
	17XX
	Accumulated depreciation as required
	




The receiving fund must make a GL entry to reverse the expense lines generated (previously) when the asset was added to AM (as the expense was already recorded by the transferor fund), and to record a capital contribution transferthe following general ledger journal adjustment in the same ledger as the above AM addition and depreciation entries (i.e. Actuals or Entity-wide):
	Adjustment to reverse expenses and record a capital contributionso that the general ledger is not overstated by expenses previously recorded by the transferor fund
Actuals ledger or eEntity-wide lLedger depending on fund type

	Debit
	63X9XX/  64X9XX
	NB full accrual asset offset

	Credit
	62805
	NB dDepreciation eExpense (only PDP depreciation expense is reversed, as current month depreciation is a valid expense for this fund)

	Credit
	549001
	Capital Contributions



B. If the transaction is between funds of the same type (i.e. Governmental or Proprietary) but of different agencies then the reclassification transaction would be recorded using an IU journal in order to show the capital transfer.
C. [bookmark: _Toc75403863][bookmark: _Toc133315313][bookmark: _Toc163022847][bookmark: _Toc290296924][bookmark: _Toc292975030][bookmark: _Toc306601784][bookmark: _Toc322441789][bookmark: _Toc322516165]Asset Transferred with Monetary Compensation to the transferor fund
When monetary compensation is provided to the transferor fund, an additional entry is required that must be booked as an Inter-Unit Journal (IUJ).  The entry is always booked in the Actuals Ledger regardless of the fund classifications involved.When there is compensation of moneys in a transfer between two funds, the assets should be added by the receiving fund and retired by the transferor fund. If the same fund classification is used to reverse the loss/expenses, these need to be in an IUJ. 
The transferor fund would record the following entry on an interunit journal:
	To record receipt of cash for sale of capital asset to fund X for the carrying value of the asset
Actuals ledger

	Debit
	1104
	Cash

	Credit
	5XXXXX
	Appropriate capital asset proceeds account


The transferor fund mustwould enter this amount as proceeds on sale of capital asset in the AM retirement panel.








  See section XIII.A for the entries AM will create when the asset is retired.

The paying and receiving entity would input the following entry:
	Paying fund-To record receipt of cash 		
Actuals Ledger		
Debit	             1104	     Cash in Bank
Credit	       5XXXXX	     Appropriate capital asset proceeds account

Receiving fund-To record the cash payment to X fund for asset purchase
Actuals lLedger

	Debit
	6XXXX
	Capital asset expense account or minor asset expense account as appropriate
	

	Credit
	1104
	Cash
	



It is critical that the user add the asset with a transaction date (from which the in-service date is defaulted) equal to the original acquisition date, the same historical cost, the same profile ID as used by the transferor fund on the asset, as well as the same useful life and salvage value (if not the default). See section XII.C.3 for an example of the entries that AM will create when the asset is added.

Transfer of equipment that has a remaining book value (either remaining depreciation or salvage value):is not fully depreciated or with salvage value.

	Asset’s historical cost
	$900,000

	Less: Accumulated depreciation
	  500,000

	Net book value remaining
	400,000

	The remaining book value may be remaining depreciation or salvage value.


Transferor fund entries:
	Retirement entry generated by AMTransferor fund AM entry to retire asset:

	Debit
	1709
	Accum deprAccum Depr – eEquipment
	500,000

	Debit
	62808
	NB lLoss on sSale eExpense
	400,000

	Credit
	1704
	Equipment
	900,000

	
	
	
	

	Transferor fund adjusting entryAdjustment to reverse the loss and record a capital contributionon sale expense, using 
Actuals or eEntitywide or actuals lLedger depending on fund type:

	Debit
	628A3
	NB fFixed aAsset cCapital cContributionbution
	400,000

	Credit
	62808
	NB lLoss on sSale eExpense
	400,000


 



Receiving fund entries:
	Receiving fund AMSystem-generated entry when asset is added to AM
Actuals or Entitywide Ledger depending on fund type

	Debit
	1704
	Equipment
	900,000

	Credit
	63198
	NB fFull aAccrual eEquipment oOffset
	900,000

	Debit
	62805
	NB dDepreciation eExpense
	500,000

	Credit
	1709
	Accum dDepr – eEquipment
	500,000

	
	
	
	

	Receiving fund adjustingAdjustment to reverse depreciation expenses and record a capital contribution, using 
Actuals or eEntitywide or actuals lLedger depending on fund type:

	Debit
	63198
	NB fFull aAccrual eEquipment Offset
	900,000

	Credit
	62805
	NB dDepreciation eExpense
	500,000

	Credit
	549001
	Capital cContribution
	400,000



The adjusting entry will be done on an IU journal when the transfer is done within the same fund type (i.e. Governmental or Proprietary). The adjusting entry for the receiving fund is shown below. Because proprietary funds must use the Actuals ledger, if a capital contribution includes both a governmental fund and a proprietary fund, entries will be made as one-sided transfers. For example, if the above capital asset was transferred from a proprietary fund to a governmental fund, the first adjusting entry would be done by the Proprietary fund on an IU journal using the Actuals ledger. The Governmental fund would do the second adjusting entry on an IU Journal using an Entitywide ledger. The one sided transfers will be eliminated during the year-end procedures performed by the CAFR staff.
Closure of a federal grant accounting entity with fixed assets will require the same capital contribution accounting treatment discussed above. The fixed asset will be transferred from the entity to be closed to a general 03XXX fund. Once those assets are in a general 03XXX fund, they may be used for future federal grants without further transferring.  
a. Transfer of equipment with monetary compensation
	Monetary proceeds 
	100,000

	Asset’s historical cost
	 900,000

	Less: Accumulated depreciation
	(500,000)

	Net book value remaining
	 400,000 

	The remaining book value can be remaining depreciation or salvage value.



If monetary compensation is provided, one additional entry is required.  In this example, $100,000 was provided in consideration of the transfer:
	Interunit journal to transfer monetary payment from thefund receiving fundthe asset to the fund transferring fundthe asset. 
NOTE: Must be done in the ACTUALSActuals lLedger

	Fund tTransferring fund the asset:
	

	Debit
	1104
	Cash in Bank
	100,000

	Credit
	549001
	CapitalNB fixed asset capital cContribution
	100,000

	Fund rReceiving fundthe asset:
	

	Debit
	628A3
	NB – Ffixed aAsset cCapital cContribution
	100,000

	Credit
	1104
	Cash in Bank
	100,000


X. [bookmark: _Toc451333625][bookmark: _Toc293580980][bookmark: _Toc306601767][bookmark: _Toc322441772][bookmark: _Toc322516148]IRecording intangible Assets (modified April 2010)
Intangible assets that are identifiable, and that meet the capitalization threshold, should be capitalized using historical cost.  An intangible asset is defined as a legal right that lacks physical substance, is non-financial in nature, and has a useful life of more than one year.  If an intangible asset is identifiable and meets the capitalization threshold it should be recorded as a capitalized asset at historical cost.  Examples of intangible assets are patents, copyrights, timber and water rights, easements, and software.  However: goodwill assets, acquired for income generating purposes, and assets resulting from capital lease transactions and goodwill are excluded.  Like other capital assets, intangible assets can be acquired through purchase, /license to use, through non-exchange transactions or they can be internally generated.  Intangible assets are to be treated as capital assets, thus GASB Statement No. No 51 – Accounting and Financial Reporting for Intangible Assets (effective for financial statements for periods beginning after 6/15/09) should be applied in addition to, (rather than instead of), existing authoritative guidance for capital assets.  
A. Recording Tangible Assets Not Completed at Year-end
If an intangible asset project has not been completed at year-end, any capitalizable costs should be added to AM as construction work-in-progress (CWIP).
1. Intangible assets with indefinite useful lives should not be amortized, unless the useful life is subsequently determined to no longer be indefinite.  An indefinite useful life exists when there are no legal, contractual, regulatory, technological, or other factors that limit the useful life of the asset, such as a permanent right-of-way easement.
In order to report the historical cost of an intangible asset, in the financial statements, the asset has to be identifiable, which is defined as either (1) separable, or capable of being separated from the entity for sale orand sold,  transferred, etc., or (2) asset arisinges from contractual or other legal rights (regardless of whether those rights are separable or transferable from the entity).  
2. Adding Intangible assets to the AM
The asset profile selected in AM sets a default useful life; however, can be changed to the actual useful life of the intangible asset. Amortizable intangible assets always have a salvage value of $0. Other intangible assets are not amortized. Easements determined to have an indefinite useful life should be added to AM using the respective easement profile, so the asset will not be amortized.  
3. Easements and other land use rights
An easement is a right to use, or an interest in, land that is owned by another entity or individual.  Examples of easements include conservation easements (which prohibit certain types of development) and right of way easements (which allow for the use of land in some manner).  Examples of other land use rights include mineral, timber and water rights.  Easements that are part of other capital assets should be capitalized, provided the capitalization criteria are met.  If the value of the land use right and the value of the land cannot be separated, then the combined value may be capitalized as land. Land use rights are often permanent; if so they are capitalized but not amortized.  If it is determined that a land use right has a limited useful life (arising from contractual or other legal rights) and it meets the capitalization threshold, the asset should be amortized over its useful life (limited to the service capacity of the asset as determined by contractual or legal provisions).   Land use rights associated with property already owned and reported should not be reported as a separate intangible asset.
4. Recording purchase of intangible assets
The purchase and recording of intangibles follows the general process as previously outlined in the Purchase of Capital Assets section.
Software capital asset costs billable to federal programs must be accumulated and documented in accordance with the provisions of OMB Circular A-87, also known as 2 CFR 225.  The cost principles specified in OMB Circular A-87 should also be used for guidance in determining the supporting state-funded software capital asset costs
B. 
C. Per GASB Statement No 51, retroactive reporting is required for intangible assets acquired in fiscal years ending after 6/30/80 with the exception of those that are considered to have indefinite useful lives as of the effective date or those that would be considered internally generated.  Estimated historical costs should be used to report intangible assets, if determining actual historical cost of these intangible assets is not practical due to the lack of sufficient records.
D. Intangible assets with indefinite useful lives should not be amortized, unless their useful life is subsequently determined to no longer be indefinite due to a change in circumstance.  An indefinite useful life exists when there are no legal, contractual, regulatory, technological, or other factors that limit the useful life of the asset, such as a permanent right-of-way easement.
E. Internally generated intangible assets are those intangible assets that are created or produced by either the government or an entity contracted by the government or those acquired from a third party that require more that minimal incremental effort on the part of the government to begin to achieve their expected level of service capacity.  Internally generated intangible assets should be capitalized only upon the occurrence of all of the following:  (1) determination of the specific objective of project and the nature of the service capacity that is expected to be provided, (2) demonstration of the technical feasibility for completion, and (3) demonstration of the current intention, ability and presence of effort to complete or continued development of.
F. [bookmark: _Toc163022831][bookmark: _Toc293580981][bookmark: _Toc306601768][bookmark: _Toc322441773][bookmark: _Toc322516149]Recording intangible assets not completed at year-end
G. If an intangible asset project has not been completed at year-end, any capitalizable costs should be added to AM as construction work-in-progress.  
H. [bookmark: _Toc163022832][bookmark: _Toc293580982][bookmark: _Toc306601769][bookmark: _Toc322441774][bookmark: _Toc322516150]Capitalizable Software (modified April 2010)
Capitalizable software, like any other intangible asset, can be acquired through purchase, license to use, non-exchange transactions or internally generated.  When initially purchasing computer equipment, the price may include both the cost of hardware and software.  If possible, these two costs should be separated into hardware (tangible) and software (intangible) and accounted for accordingly.  If this is not possible, the entire purchase price should be capitalized as equipment.
1. Purchased software is capitalized as an intangible asset whether or not the State obtains the rights to modify the code and/or it was modified specifically for our business processes.  It must have a useful life of greater than one year and meet the capitalization threshold.  An example of software purchased that the State has the right to modify the code is the SABHRS system that was purchased from PeopleSoft.  A three year license to use software, whose costs exceed the software capitalization threshold is also considered a capitalizable intangible asset.   If the total of a multi-year license purchase meets the capitalization threshold, however payments are made in annual increments that do not meet the capitalization threshold, the intangible asset would be capitalized and a liability would be recorded in the amount of the total purchase price in the initial purchase year.  The number of years the payments are to be made for would be the estimated useful life of the intangible asset.  Each year thereafter, through the estimated useful life, the capitalized intangible asset would be amortized and the respective liability would be reduced by the annual payment amount.When multi-agency software development projects are undertaken that cross federal programs, the affected agencies should contact the respective cognizant federal agencies to determine how such costs can be charged to the federal programs.  Agencies may be required to modify their departmental indirect cost allocation plans, or federal billing methodologies, to claim the pro rata share of annual amortization costs under federal programs.
2. Software/license purchases are capitalized as an intangible asset regardless of whether the software was modified, or the State obtains the rights to modify it (such as the SABHRS system). For example multi-year license purchases that meet the capitalization threshold are capitalized, regardless of the amount/frequency of incremental payments, and amortized over the payment period.   A liability should be recorded for the total cost in the year purchased.  The liability should be reduced with each incremental payment.
3. Upgrades, enhancements, or modifications to software should be capitalized only if they increase the functionality, efficiency or useful life of the existing software; otherwise such costs should be considered maintenance and expensed as incurred.  Each upgrade, enhancement, or modification should be treated as a separate asset subject to the respective capitalization requirements.  
4. All centralized, statewide projects where software costs may be allocated or billed to federal programs (direct or indirect costs) must have a planned accounting and billing allocation methodology.  The plan must be submitted to the respective cognizant federal agency and then to Office of Budget and Program Planning (OBPP).  Once approved, the plan must be provided to SAB.
I. Internally Generated Intangible Assets
Internally generated intangible assets are those that are (1) created or produced by either the government or an entity contracted by the government, or (2) acquired from a third party requiring more than minimal incremental effort (from the government) to achieve expected service capacity.  Internally generated intangible assets should be capitalized only upon occurrence of:  (1) determination of the specific project objective, and the nature of the service capacity that is expected to be provided, (2) demonstration of the technical feasibility for completion, and (3) demonstration of the current intention, ability and effort to complete or continue development.
1. There are generally three stages of developing and installing internally generated computer software:.  These stages are Preliminary Project Stage, Application Development Stage, and Post-Implementation/ or Operational Stage.  Costs related to both the first and final stagesPreliminary Project Stage and the Post-Implementation or Operational Stage should be expensed as incurred.  The costs related to the Application Development Stage should be capitalized once the activities in the Preliminary Project Stage are complete and management has authorized and committed to funding the software development.  Commercially available software that has been modified to the point that it is considered internally generated, could be considered to have met theboth above referenced criteria so long as the occurrences upon the government’s commitment to purchase or license the computer software has occurred.
2. Costs associated with the Preliminary Project Stage include the conceptual formulation, the evaluation of alternatives, the determination of existence of needed technology, and the final selection of alternatives.  
3. The Application Development stage costs for internally generated software include external direct costs of materials and services consumed in developing or obtaining internal-use software and payroll, along with and payroll-related costs devoted directly to the project.  Examples of such costs include those associated with the design of a chosen path (including the software configuration and the software interfaces), coding, installation to hardware, testing (including the parallel processing phase), and the data conversion necessary to make software operational.  The capitalization of costs related to internally generated software should cease once the software is substantially complete and operational.
4. The Post Implementation or /Operational Stage costs include application training, software maintenance and additional data conversion not necessary to make software operational. 
XI. The asset transfer then follows the procedures listed for transfer of capital asset that is not fully depreciated or that has salvage value. (Example shown XII.H.4.a)
XII. [bookmark: _Toc197928482][bookmark: _Toc306601786][bookmark: _Toc322441791][bookmark: _Toc322516167][bookmark: _Toc451333627][bookmark: _Toc75403869][bookmark: _Toc133315318][bookmark: _Toc163022854][bookmark: _Toc293581004]Construction Work-in-progress (CWIP)
Construction projects consist of projects subject to capitalization, that are either tangible or intangible in nature. When a capital asset project is completed within one fiscal year, the related capital asset is added directly to AM upon completion.  If a project is not completed within one fiscal year, theat portion which is capitalizable should be recorded as CWIP at fiscal year-end.  When completed or whenOnce the capital asset is placed in serviceuse (e.g., when a building is occupied), the project is retired from CWIP and added as a new capital asset on AM.  In regard to rRepair and maintenance projects are not subject to capitalization;, these costs are expensed as incurred withand no entry is made to AM.
A. Purchase of Land, Buildings and Construction Work-in-progress in Helena
The DOA is responsible for recording land, buildings and construction work-in-progress within a 10 mile radius of Helena, unless it has delegated that authority to another agency.    Agencies are responsible for recording land, buildings and construction work-in-progress outside of the Helena area or that it has title to.
B. Items Purchased as Integral Parts of the Structure
Items attached to a building but not an essential part of the structure (e.g., dishwashers, washing machines, etc.) are classified as equipment, provided they do not lose their identity upon removal from a building.
1. The costs of integral parts of a structure are considered to be part of the cost of the building, and may include the following:
a. Distribution systems (electrical, heating, ventilation, water) within a building
b. Distribution systems outside a building are accounted for as separate improvements
c. Fixtures (electrical lighting, plumbing)
d. Appliance and other essential structures built into the building
· Ovens
· Scales 
· Speaker systems
· Vaults
· Other essential parts of a building
If integral parts of a structure are replaced at a later date they are recorded as building improvement costs, provided the capitalization threshold has been met.  Costs are recorded on AM as separate capital assets linked to the building through the parent/child functionality.

C. Capital Projects Managed by DOA
1. When aFor capital projects managed byis reported to DOA – Architecture & Engineering Division (A&E), Org/Project Detail Reports (MTGL0106) are provided by A&E each month for agencies to record the related CWIP.  The reports provided by A&E should be used to ensure the correct time range has been gathered.  The amount to be added as CWIP is the Total Part-B Budget Expense Account Summary for the Expended column, less any 63xxx expenditures noted in the Part-B Budget Expense Account Summary section (the Encumbered column is not used in this calculation).This amount represents total spending for the current fiscal year.  To determine a project’s total cost, all prior year’s spending must also be considered.a "Project Completion Report" is furnished by A&E (DOA – Architecture & Engineering Division) when each project has been completed and the warranty period has expired.  This report provides the agency with a statement of the total project costs.  The report records expenditure activity in detail by type of expenditure and by payee.  In order to determine the amount accounted for as the net project costs, the cost of equipment shown on the "Project Completion Report" is subtracted from the total project.  Items attached to a building but not an essential part of the structure (e.g., stoves, dishwashers, washing machines, sewing machines, etc.) are classified as equipment, provided they do not lose their identity upon removal from a building.
2. The costs of integral parts of a structure are considered to be part of the cost of the building, and could include the following:
3. Distribution systems (electrical, heating, ventilation, water) within a building. (Distribution systems outside a building are accounted for as separate improvements.) 
4. Fixtures (electrical lighting, plumbing)
5. Ovens (built-in)
6. Scales (built-in)
7. Speaker systems (built-in)
8. Vaults
9. Venetian blinds and other essential parts of a building
10. If integral parts of a structure are replaced at a later date, these costs are recorded as building improvement costs, if they meet or exceed the capitalization threshold.  These costs are recorded on AM as a separate asset from the building and can have a different useful life from the building, but can be linked to the building through the parent/child functionality on AM.
11. Construction projects may be internally constructed, or constructed by A&E on behalf of the agency.  For A&E constructed projects, the funds can either be appropriated to the agency or to A&E.are funded by two separate methods.  The first method is used when A&E is given the appropriation that will benefit an agency.  These procedures are explained in Policy 335, Section XII.I.2.  The other is used when an agency receives the appropriation for a project but desires A&E to administer the project.  These accounting procedures are explained in the Policy 335,  Section XII.I.3.  The AM and related asset accounting entries are the same for both methods.
D. [bookmark: _Toc75403866][bookmark: _Toc133315315][bookmark: _Toc163022849][bookmark: _Toc197928483][bookmark: _Toc306601787][bookmark: _Toc322441792][bookmark: _Toc322516168]Manufactured iInternally Constructed Capital Assets
1. Whenever capital asset items are to be constructed withinby an agency's employees, appropriate management personnel should first authorize the project  It iswill be the responsibility of construction personnel to furnish their agency personnel an itemized list of labor (actual hour’s andtime’s actual rates) and materials (at cost) used, to their agency personnel. work.  Authorization should include Items to be included are (1) job number; (2) date authorized; (3) brief description of the project; (4) estimated total cost; and (5) signature of officer authorizing work to be done.
E. [bookmark: _Toc75403867][bookmark: _Toc133315316][bookmark: _Toc163022850][bookmark: _Toc197928484][bookmark: _Toc306601788][bookmark: _Toc322441793][bookmark: _Toc322516169]A&E Projectsappropriated
F. Agencies that have A&E appropriated projects can run SABHRS MTGL0106 Organization Detail Report and should receive copies of purchase orders/invoices from A&E, if appropriate. Analysis of these documents should provide sufficient detail to determine what portion of a project should be capitalized as CWIP.
1. If an eExpenditures is associated with the construction of a building use,, 642XX accounts will be used.  643XX accounts arewill be used for expenditures relating to repair and maintenance that will be capitalized.  These expenditures may be capitalizable if they relate to additions, betterments/extraordinary repairs and maintenance, thatwhich extend the useful life or efficiency of the capital asset.  For all equipment expenditures, an account  63XXX account iswill be used.  This detail can be found kdown of expenditures will be shown on A&E's SABHRS MTGL0106 in the Org/Projectanization Detail Reports provided by A&E.
Sometimes an appropriation given to A&E might benefit several agencies.  When this happens, A&E will establish separate organizational units for each individual project.  This will allow each agency to track their portion of the entire project.
An appropriation mayfor a particular agency might be for the construction of several structures.  Some of these structures might be completed before others.  The Org/Project reports provided by A&E SABHRS MTGL0106 Organization Detail Reports will not be broken down in do not include sufficient detail to determine which projects are complete and should be capitalized as a building.; however, such detail can be provided by A&E upon request through A&E’s Project Recap Reports.  In this case, the agency can request a recap sheet from A&E to determine the status of each individual subproject.
2. For projects funded with proprietary and governmental fund types, a capital contribution entry is required (as discussed in the Transfer of Capital Assets section, previously).  For any such projects, except for SBECP and RMTD-funded projects, A&E and the agency must determine which party will record the entry.  A&E will record the capital contribution entries for all SBECP and RMTD-funded projects.
3. A&E provides a draft Project Completion Report upon final acceptance (the conclusion of construction).Upon completion of the construction project and expiration of the warranty period, A&E will forward a Project Completion Report to the appropriate agency.  This report is a one page synopsis of the project that is used to record the completed project (and retire the related CWIP) in AM.  Once the warranty period (1-2 years) has expired, A&E will send the agency a final Project Completion Report.  This report should be compared to the draft report and the related capital asset as recorded on AM.  If any changes in the project’s cost have occurred, the asset must be retired and re-added at the correct cost.provides a project recap from which the CWIP is added to AM generating the same entry and requiring the same analysis and further general ledger entry as illustrated in the previous four paragraphs.
G. [bookmark: _Toc163022852][bookmark: _Toc197928486][bookmark: _Toc306601789][bookmark: _Toc322441794][bookmark: _Toc322516170]Accounting Entries to Add CWIP

If aFor projects is not completed atas of fiscal year-end, the agency should record the total capitalizable construction expenditures incurred that year must be added toto date on AM as CWIP:, as illustrated below:  
	AM-generated entry Tto record the addition of, or increase to, CWIP
Actuals ledger or eEntity-wide lLedger depending on asset fund type

	Debit
	1706
	Construction wWork in pProgress
	 500,000740,000

	Credit
	1811
	CapitalFixed aAsset cClearing
	(500,000740,000)








The credit to 1811 must be offset with a GL journal that credits the appropriate non-budgeted 63XXX/64XXX account(s) that mirror the account(s) used to record the capital outlayAs illustrated above, the addition of CWIP to AM will generate entries to record the capitalization of construction expenses incurred to date, with an offset to capital asset clearing.  Agencies will need to analyze the related expenditures and generate a general ledger entry reversing the 1811 balance against the appropriate non-budgeted capital asset offset account(s).  An example of a general ledger journal for this purpose is outlined below:
	To clear the 1811 created by the addition of CWIP for the X major const. project
Actuals ledger or eEntitywide lLedger depending on asset fund type 

	Debit
	1811
	CapitalFixed aAsset cClearing
	 500,000

	Credit
	64298
	NB fFull aAccr bBuildings oOffset
	(325,000)

	Credit
	64397
	NB fFull aAccr lLand iImpr oOffset
	(175,000)


An additional general ledger journal must be made forif the capital outlayt was paid fromfor with a non-capital outlay (63XXX or 64XXX) expenditure accounts.  

For example, with internally generated software the expenditures are primarily in the 61XXX range.  See Policy 335, section XI.C for list of offset accounts to be used when the capital asset was paid with non 63XXX or 64XXX expenditures.  This correction is made to the actuals ledger regardless of whether the asset fund type is governmental or proprietary in nature.   An example of a general ledger journal is illustrated below: for a capital asset that was created through wage and lodging expense.purchased using expenditure accounts 61101 Regular and 62408 In-State Lodging:
	To reconcile GAAP costs with budgeted costs

	Actuals lLedger only, (regardless of asset fund type)

	Debit             63198         NB Full Accrual Equip Offset 
	 500,000

	Credit            61170         Capitalizable sSalary – NB
	(325,000)

	Credit            62475         Capitalizable tTravel -– NB
	(175,000)


H. [bookmark: _Toc163022853][bookmark: _Toc197928487][bookmark: _Toc306601790][bookmark: _Toc322441795][bookmark: _Toc322516171]Accounting Entries to Add Completed Capital Asset 
Once the project is complete, the related CWIP assets should be retired and the new asset should be added in AM.  The CWIP retire entry generated by AM will create a debit balance in the Fixed Asset Clearing account (1811) and properly reverse the CWIP asset balance.  The capital asset add entry generated by AM will establish the capital asset and create a credit balance in a 63XXX/64XXX account. A GL entry is required to offset the 1811 balance against the 63XXX/64XXX balance.Upon completion, the asset is then added to AM which will generate the asset addition entry on the general ledger.  The related CWIP asset is retired which generates an 1811 offset.  Normally, an agency will be able to close the 1811 into the non-budgeted capital asset expenditure offset account generated by AM when the asset is added or from the entry clearing the related 1811 balance in the prior year.  A balance will remain in the non-budgeted expenditure account if expenditures were made against the project in the year of completion.  

An example follows:
	AM generated entry to retire the Major Capital Project CWIP
Actuals ledger or eEntity-wide lLedger depending on fund type

	Debit
	1811
	FixedCapital aAsset cClearing
	 500,000

	Credit
	1706








	Construction wWork in pProgress
	(500,000)

	
	
	
	

	
	
	






	

	
	
	
	

	AM generated entry to add the completed building for the X major construction project
Actuals ledger or eEntitywide lLedger depending on fund type

	Debit
	1702
	Buildings
	 500,000

	Credit
	64298
	NB fFull aAccr bBuildings oOffset
	(500,000)



	General ledger only entry to clear the non-budgeted capital asset offset and fixed asset clearing account balancesaccounts and 1811 for CWIP
Actuals ledger or eEntitywide lLedger depending on fund type

	Debit
	64298
	NB fFull aAccr bBuildings oOffset
	 500,000

	Debit
	64397
	NB full accr land impr offset
	 240,000

	Credit
	1811
	CapitalFixed aAsset cClearing
	(500,000740,000)

	
	
	
	


XIII. [bookmark: _Toc306601791][bookmark: _Toc322441796][bookmark: _Toc322516172][bookmark: _Ref445726467]Disposition of property
XIV. Pursuant to Section 18-6-101 MCA, the Department of Administration has exclusive power (subject to the approval of the governor) to sell, or otherwise dispose of, or to authorize the sale or other disposition of, all materials and supplies, service equipment, or other personal property of every kind now owned by the State of Montana, but not needed or used by any state institution or by any department of state government.
XV. The DOA Property and Supply Bureau should be contacted for proper procedures and instructions prior to disposition of any state property.  The property is to remain on agency books until notification is received from the Property and Supply Bureau that the asset was sold.
A. [bookmark: _Toc163022855][bookmark: _Toc293581005][bookmark: _Toc306601792][bookmark: _Toc322441797][bookmark: _Toc322516173][bookmark: _Toc450809094][bookmark: _Toc451333631]Sale of property
XVI. The property tag number for the item sold will be removed and destroyed.  When property is sold to other than a state agency, entries are made as follows:
XVII. Accounts receivable module generated entry – governmental funds
	XVIII. [bookmark: _Toc450809097][bookmark: _Toc451333634]To record receipt of cash for sale of capital asset
XIX. Actuals ledger

	XX. Debit
	XXI. 1104
	XXII. Cash in treasury
	XXIII. [bookmark: _Toc450809103][bookmark: _Toc451333640]

	XXIV. Credit
	XXV. 5832XX
	XXVI. Gov capital asset proceeds account
	XXVII. [bookmark: _Toc450809108][bookmark: _Toc451333645]


XXVIII. [bookmark: _Toc450809110][bookmark: _Toc451333647]
	XXIX. 
XXX. 

	XXXI. 
	XXXII. [bookmark: _Toc450809115][bookmark: _Toc451333652]
	XXXIII. [bookmark: _Toc450809116][bookmark: _Toc451333653]
	XXXIV. [bookmark: _Toc450809117][bookmark: _Toc451333654]

	XXXV. 
	XXXVI. 
	XXXVII. 
	XXXVIII. 

	XXXIX. [bookmark: _Toc450809124][bookmark: _Toc451333661]
	XL. [bookmark: _Toc450809125][bookmark: _Toc451333662]
	XLI. [bookmark: _Toc450809126][bookmark: _Toc451333663]
	XLII. [bookmark: _Toc450809127][bookmark: _Toc451333664]

	XLIII. 
	XLIV. [bookmark: _Toc450809130][bookmark: _Toc451333667]
	XLV. [bookmark: _Toc450809131][bookmark: _Toc451333668]
	XLVI. [bookmark: _Toc450809132][bookmark: _Toc451333669]


XLVII. [bookmark: _Toc450809134][bookmark: _Toc451333671]
XLVIII. [bookmark: _Toc450809135][bookmark: _Toc451333672]
XLIX. Accounts receivable module generated entry – nongovernmental funds
	L. [bookmark: _Toc450809137][bookmark: _Toc451333674]To record receipt of cash for sale of capital asset
LI. Actuals ledger

	LII. Debit
	LIII. 1104
	LIV. Cash in treasury
	LV. [bookmark: _Toc450809143][bookmark: _Toc451333680]

	LVI. Credit
	LVII. 1812
	LVIII. Fixed asset AR clearing
	LIX. [bookmark: _Toc450809148][bookmark: _Toc451333685]


LX. For both governmental and nongovernmental funds the proceeds are entered into AM when the asset is retired.  AM will book the following retirement entry:  (note the reversal of the 1812 amount is equal to the proceeds received)
	LXI. Record asset retirement with proceeds
LXII. Actuals ledger or entitywide ledger depending on fund type

	LXIII. Debit
	LXIV. 17XX
	LXV. Accumulated depreciation account as required
	LXVI. [bookmark: _Toc450809157][bookmark: _Toc451333694]

	LXVII. Debit
	LXVIII. 583201
LXIX. or
LXX. 1812
	LXXI. Gov FA disposal proceeds/ Fixed asset AR clearing
	LXXII. [bookmark: _Toc450809164][bookmark: _Toc451333701]

	LXXIII. Debit
	LXXIV. 62808
	LXXV. NB loss on sale expense (if applicable)
	LXXVI. [bookmark: _Toc450809169][bookmark: _Toc451333706]

	LXXVII. Credit
	LXXVIII. 17XX
	LXXIX. Capital asset account as required
	LXXX. [bookmark: _Toc450809174][bookmark: _Toc451333711]

	LXXXI. Credit
	LXXXII. 583202
	LXXXIII. Gov FA disp full acc gain (if applicable)
	LXXXIV. [bookmark: _Toc450809179][bookmark: _Toc451333716]


1. [bookmark: _Toc163022856][bookmark: _Toc293581006][bookmark: _Toc306601793][bookmark: _Toc322441798][bookmark: _Toc322516174][bookmark: _Toc75403871][bookmark: _Toc133315320][bookmark: _Toc75403872]Sale of property – surplus property entries
B. [bookmark: _Toc163022857][bookmark: _Toc293581007][bookmark: _Toc306601794][bookmark: _Toc322441799][bookmark: _Toc322516175][bookmark: _Toc450809182][bookmark: _Toc451333719]Trade-in of property 
LXXXV. Agencies must contact the DOA - Property and Supply Bureau, before trading-in State of Montana equipment.  After the trade-in of a capital asset is approved by the Property and Supply Bureau, the asset will be retired on AM.  The amount of the trade-in must be entered into AM as part of the retirement process.  The trade-in amount will reduce the loss or gain recognized on asset retirement. 
LXXXVI. The addition of the related purchased asset can only be made to AM after the month-end processes have been run on SABHRS.  A request can be made to the DOA Accounting Bureau asking them to run a partial month-end process to allow the asset to be added in the current month.  If this request is not made or approved, the user must wait until the next month to add the related asset.  After the SABHRS process has been run, the user will be able to select the related trade-in transaction when adding the asset.  AM will generate an add transaction and a reversal of the account 1811 balance generated on the retirement.  If this process is not followed, the user will be required to perform further analysis of the transactions and process an entry to reverse the 1811 balance.
LXXXVII. 
LXXXVIII. 
LXXXIX. [bookmark: _Toc450809187][bookmark: _Toc451333724]
XC. [bookmark: _Toc450809188][bookmark: _Toc451333725]
XCI. If the amount allowed for trade-in is more than the book value of the item traded-in, a partial gain should only be recognized if the state receives boot in the transaction.  However, a gain will not be recognized when no boot is involved or if the state pays boot.  Boot is defined as cash or some other monetary asset.  In instances where boot is received as part of a trade-in, a gain is recognized only for the cash proportion of total gain.  (APB Opinion No. 29 as amended by SFAS 153)
XCII. If the amount allowed for trade-in is less than the book value of the item traded-in, a loss will be recorded.  (APB Opinion No. 29 as amended by SFAS 153)
XCIII. [bookmark: _Toc450809191][bookmark: _Toc451333728]For detailed information as to how to add an asset to AM with a trade-in value, please refer to the .  These AM user guides and training manual can be found using the following path:  MINE Home Page > SABHRS Documentation > Browse SABHRS Documentation > Financials > Users Guides > Asset Management.
1. [bookmark: _Toc133315321][bookmark: _Toc163022858][bookmark: _Toc293581008][bookmark: _Toc306601795][bookmark: _Toc322441800][bookmark: _Toc322516176]Trade-in with a loss
XCIV. Assume the following variables:
	XCV. Old asset historical cost
	XCVI. 10,000

	XCVII. Accumulated depreciation
	XCVIII. 6,000 

	XCIX. Book value
	C. 4,000 

	CI. Amount allowed for trade-in
	CII. 2,500

	CIII. Loss (book value less trade-in)
	CIV. 1,500

	CV. New item cost 
	CVI. 15,000 

	CVII. Cash needed (cost less trade-in)
	CVIII. 12,500 


CIX. A journal is created in the actuals ledger to pay for the new asset.
	CX. Voucher to pay for equipment
CXI. Actuals ledger

	CXII. Debit
	CXIII. 63XXX/
CXIV. 64XXX
	CXV. Budgeted fixed asset expense
	CXVI. 12,500

	CXVII. Credit
	CXVIII. 1104
	CXIX. Cash in bank
	CXX. 12,500


CXXI. The old asset should be retired in AM (using the trade-in process).  The following entry is created by AM.
	CXXII. Journal created by AM to record retirement of asset
CXXIII. Actuals ledger or entity-wide ledger depending on fund type

	CXXIV. Debit
	CXXV. 17XX
	CXXVI. [bookmark: _Toc450809236][bookmark: _Toc451333773]Accumulated depreciation
	CXXVII. 6,000

	CXXVIII. Debit
	CXXIX. 1811
	CXXX. Fixed asset clearing (trade-in allowance)
	CXXXI. 2,500

	CXXXII. Debit
	CXXXIII. 62808
	CXXXIV. Loss on sale of fixed asset
	CXXXV. 1,500

	CXXXVI. Credit
	CXXXVII. 17XX
	CXXXVIII. Capital asset
	CXXXIX. 10,000


CXL. After the SABHRS processes has been run, the new asset should be added to AM using the trade-in allowance. The following entry is created by AM.
	CXLI. Journal created by AM to record addition of new asset
CXLII. Actuals ledger or entity-wide ledger depending on fund type

	CXLIII. Debit
	CXLIV. 17XX
	CXLV. Capital asset
	CXLVI. 15,000

	CXLVII. Credit
	CXLVIII. 1811
	CXLIX. Fixed asset clearing (trade-in allowance)
	CL. 2,500

	CLI. Credit
	CLII. 63XXX/
CLIII. 64XXX
	CLIV. Non-budgeted fixed asset expense offset
	CLV. 12,500


CLVI. [bookmark: _Toc133315322][bookmark: _Toc163022859][bookmark: _Toc293581009][bookmark: _Toc306601796]Trade-in of asset when fair market value is greater than the book value of the exchanged asset (boot paid or no boot involved) (Revised 6/2010)
	CLVII. Old asset historical cost
	CLVIII. 30,000

	CLIX. Accumulated depreciation
	CLX. 12,000

	CLXI. Book value
	CLXII. 18,000 

	CLXIII. Amount allowed for trade-in
	CLXIV. 20,000

	CLXV. Gain (trade-in less book value)
	CLXVI. 2,000

	CLXVII. New item cost 
	CLXVIII. 32,000 

	CLXIX. Cash needed (New item cost less amount allowed for trade-in) 
	CLXX. 12,000 


CLXXI. A journal is created in the actuals ledger to pay for the new asset.
	CLXXII. Voucher to pay for equipment
CLXXIII. Actuals ledger

	CLXXIV. Debit
	CLXXV. 63XXX/
CLXXVI. 64XXX
	CLXXVII. Budgeted fixed asset expense
	CLXXVIII. 12,000

	CLXXIX. Credit
	CLXXX. 1104
	CLXXXI. Cash in bank
	CLXXXII. 12,000


CLXXXIII. When capital assets are exchanged in a nonmonetary transaction (traded-in) and boot is involved, no gain should be recognized if the government does not receive boot.
CLXXXIV. When capital assets are exchanged in a nonmonetary transaction (traded-in) and no boot is involved, any gain related to the transaction is deferred.
CLXXXV. When the old asset is retired, the trade-in feature in AM should be used.  The proceeds entered should equal the book value of the asset being retired (including salvage value, if applicable).  If done correctly, AM should create neither a gain nor a loss on the retirement of the asset.  The following entry is created by AM.  
	CLXXXVI. Journal created by AM to record retirement of asset
CLXXXVII. Actuals ledger or entity-wide ledger depending on fund type

	CLXXXVIII. Debit
	CLXXXIX. 17XX
	CXC. Accumulated depreciation
	CXCI. 12,000

	CXCII. Debit
	CXCIII. 1811
	CXCIV. Fixed asset clearing (proceeds entered)
	CXCV. 18,000

	CXCVI. Credit
	CXCVII. 17XX
	CXCVIII. Capital asset
	CXCIX. 30,000


CC. The new asset is added to AM using the book value of the old asset plus any boot paid.  When entering the asset, enter the cost as the amount paid for the asset.  If you follow the procedures for the trade-in of a capital asset, AM will automatically add the trade-in value to the cost once the old asset ID has been selected.  AM will then create the following entry:   
	CCI. Journal created by AM to record addition of new asset
CCII. Actuals ledger or entitywide ledger depending on fund type

	CCIII. Debit
	CCIV. 17XX
	CCV. Capital asset
	CCVI. 30,000

	CCVII. Credit
	CCVIII. 1811
	CCIX. Fixed asset clearing (proceeds entered on old asset)
	CCX. 18,000

	CCXI. Credit
	CCXII. 63XXX/
CCXIII. 64XXX
	CCXIV. Non-budgeted fixed asset expense offset
	CCXV. 12,000


1. [bookmark: _Toc133315323][bookmark: _Toc163022860][bookmark: _Toc306601797][bookmark: _Toc322441801][bookmark: _Toc322516177]Trade-in of asset when fair market value is greater than the book value of the exchanged asset (boot received) (Revised 6/2010)
	CCXVI. [bookmark: _Toc450809353][bookmark: _Toc451333890]spslkpsjfaalne;Old asset historical cost:
	CCXVII. 700,000

	CCXVIII. Accumulated depreciation
	CCXIX. 230,000

	CCXX. Book value
	CCXXI. 470,000 

	CCXXII. Fair Value
	CCXXIII. 500,000

	CCXXIV. Gain (fv of asset traded less bv of asset traded)
	CCXXV. 30,000

	CCXXVI. New item cost
	CCXXVII. 450,000

	CCXXVIII. Cash received (Amount allowed for trade-in less new item cost)
	CCXXIX. 50,000


CCXXX. A journal is created in the actuals ledger to receive the proceeds from the exchange.
	CCXXXI. Accounts receivable document to record cash received (boot) in the actuals ledger
CCXXXII. Actuals ledger

	CCXXXIII. Debit
	CCXXXIV. 1104
	CCXXXV. Cash in bank
	CCXXXVI. 50,000

	CCXXXVII. Credit
	CCXXXVIII. 5832XX/1812*
	CCXXXIX. [bookmark: _Toc450809385][bookmark: _Toc451333922]Proceeds from sale of fixed asset
	CCXL. 50,000


CCXLI. *Modified accrual funds record proceeds (5832XX) and full accrual funds record fixed asset AM clearing (1812).
CCXLII. [bookmark: _Toc450809389][bookmark: _Toc451333926]When capital assets are exchanged in a nonmonetary transaction and boot is received by the state, a partial gain should be recognized at the time of the exchange.  To calculate the recognized gain, divide the cash received by the fair value of the exchange.  Then multiply this percentage by the total gain.  In this case the amount of the recognized gain would be $3,000 ((50,000 / 500,000) * 30,000).
CCXLIII. 
CCXLIV. 
CCXLV. [bookmark: _Toc450809392][bookmark: _Toc451333929]
CCXLVI. 
CCXLVII. [bookmark: _Toc450809394][bookmark: _Toc451333931]
CCXLVIII. When the old asset is retired, the trade-in feature in AM should be used.  The proceeds entered should equal the book value of the asset being retired (including salvage value if applicable) plus the recognized gain calculated above.  The following entry is created by AM.
	CCXLIX. Journal created by AM to record retirement of asset
CCL. Actuals ledger or entitywide ledger depending on fund type

	CCLI. Debit
	CCLII. 17XX
	CCLIII. [bookmark: _Toc450809401][bookmark: _Toc451333938]Accumulated depreciation
	CCLIV. 230,000

	CCLV. Debit
	CCLVI. 1811
	CCLVII. Fixed asset clearing (proceeds as calculated)
	CCLVIII. 473,000

	CCLIX. Credit
	CCLX. 583202/ 550400
	CCLXI. [bookmark: _Toc450809411][bookmark: _Toc451333948]Gain on capital asset
	CCLXII. 3,000

	CCLXIII. Credit
	CCLXIV. 17XX
	CCLXV. Capital asset
	CCLXVI. 700,000


CCLXVII. [bookmark: _Toc450809419][bookmark: _Toc451333956]The new asset should then be added in AM.  The value of the new asset added to AM should equal the book value of the old asset plus the recognized gain calculated minus the boot received,
CCLXVIII. 
CCLXIX. 
CCLXX. 
CCLXXI. [bookmark: _Toc450809423][bookmark: _Toc451333960]
CCLXXII.  or $423,000 (470,000 + 3,000 – 50,000).  To get AM to reflect this value, first enter in the cost field the cash received for the asset as a negative number (-$50,000).  Then, follow the procedures for the trade-in of a capital asset, as shown in the user guide.  AM will automatically add the trade-in value to the cost once the old asset ID has been selected.  In our example, AM would create the following entry. 
	CCLXXIII. Journal by AM to record addition of new asset
CCLXXIV. Actuals ledger or entitywide ledger depending on fund type

	CCLXXV. Debit
	CCLXXVI. 17XX
	CCLXXVII. Capital asset
	CCLXXVIII. 423,000

	CCLXXIX. Debit
	CCLXXX. 63XXX/ 64XXX
	CCLXXXI. Non-budgeted fixed asset expense offset
	CCLXXXII. 50,000

	CCLXXXIII. Credit
	CCLXXXIV. 1811
	CCLXXXV. Fixed asset clearing (proceeds entered on old asset)
	CCLXXXVI. 473,000


CCLXXXVII. A general ledger entry is needed to reconcile the gross proceeds amount received with the non-budgeted fixed asset expense in the entity-wide ledger in modified accrual funds and in the actuals ledger in full accrual funds.
	CCLXXXVIII. Reconcile fixed asset expense with proceeds amount
CCLXXXIX. Actuals ledger or entity-wide ledger depending on fund type

	CCXC. Debit
	CCXCI. 583202/ 1812*
	CCXCII. Proceeds from sale of fixed asset
	CCXCIII. 50,000

	CCXCIV. Credit
	CCXCV. 63XXX/
CCXCVI. 64XXX
	CCXCVII. NB fixed asset expense offset
	CCXCVIII. 50,000


CCXCIX. *Modified accrual funds record proceeds (5832XX) and full accrual funds record fixed asset AM clearing (1812).
A. [bookmark: _Toc133315324][bookmark: _Toc163022861][bookmark: _Toc293581010][bookmark: _Toc306601798][bookmark: _Toc322441802][bookmark: _Toc322516178]Junked property
CCC. When property is junked, entries are made, as illustrated, in the asset retirement section.  The property tag numbers for any capital assets junked will be removed and destroyed.
A. [bookmark: _Toc75403873][bookmark: _Toc133315325][bookmark: _Toc163022862][bookmark: _Toc293581011][bookmark: _Toc306601799][bookmark: _Toc322441803][bookmark: _Toc322516179]Lost, stolen, or destroyed property
CCCI. Misappropriations, actual or suspected, involving State of Montana property must be reported immediately in writing to the Attorney General and the Legislative Auditor (Section 5-13-309, MCA.).
CCCII. Agencies receiving moneys from insurance payments for property lost, stolen, or destroyed should deposit the proceeds in their appropriate fund.  See the section below on asset impairment for the proper accounting for the assets and their related insurance recoveries.
CCCIII. When State of Montana capital assets have been lost, stolen, or destroyed, the Agency Property Coordinator will prepare a Notification of Lost, Stolen or Destroyed Property form (available on line) or a letter which will contain statements outlining:
CCCIV. The precautions taken to prevent recurrence of such loss, theft, or destruction.
CCCV. The local law enforcement agencies notified; and that the loss has been investigated to determine the cause of loss (negligence, theft, etc.).
CCCVI. The form must be signed by an authorized agency individual certifying that the information contained in the report is accurate and true.
CCCVII. [bookmark: _Toc450809468][bookmark: _Toc451334005]The original copy of this form will be retained by the agency with additional copies submitted to the Legislative Audit Division and the Attorney General’s Office.
CCCVIII. [bookmark: _Toc450809469][bookmark: _Toc451334006]
CCCIX. [bookmark: _Toc450809470][bookmark: _Toc451334007]
A. [bookmark: _Toc293581012][bookmark: _Toc306601800][bookmark: _Toc322441804][bookmark: _Toc322516180][bookmark: _Toc75403874][bookmark: _Toc133315326][bookmark: _Toc163022863]Receipting insurance proceeds for damaged or destroyed assets not repaired (modified February 2008)
CCCX. When an asset is destroyed and not repaired, it must be retired from SABHRS asset management (AM). The proceeds recorded will be dependent upon the amount received for the insurance as compared to the book value at the time of the retirement.
CCCXI. 
CCCXII. If the insurance amount is less than or equal to the book value, then the amount from insurance is entered as proceeds on AM.
CCCXIII. If the insurance amount is greater than the book value, then the amount entered as proceeds will be equal to the book value.
CCCXIV. With this scenario there will never be revenue on sale of asset recorded because of insurance proceeds in AM.  Any excess of insurance will be recorded as revenue, clearing the 1812 in the general ledger, with the 585803 insurance proceeds account.
CCCXV. Example entries for the entire transaction are as follows:
1. Assume that insurance proceeds received were $10,000 for a wrecked vehicle with a book value of $8,000.
	CCCXVI. [bookmark: _Toc450809479][bookmark: _Toc451334016]To record the original receipt of cash in SABHRS GL (
CCCXVII. actuals ledger)

	CCCXVIII. Debit
	CCCXIX. 1104
	CCCXX. [bookmark: _Toc450809484][bookmark: _Toc451334021]Cash
	CCCXXI. 10,000

	CCCXXII. Credit
	CCCXXIII. 585803
	CCCXXIV. [bookmark: _Toc450809489][bookmark: _Toc451334026]Insurance proceeds
	CCCXXV. 10,000


CCCXXVI. [bookmark: _Toc450809492][bookmark: _Toc451334029]
	CCCXXVII. Upon receipt automatic entry produced by SABHRS in AM at months end (proceeds $8,000)
CCCXXVIII. Actuals ledger or entitywide depending on fund type

	CCCXXIX. Debit
	CCCXXX. 1709
	CCCXXXI. [bookmark: _Toc450809498][bookmark: _Toc451334035]Accumulated depreciation
	CCCXXXII. 12,000

	CCCXXXIII. Debit
	CCCXXXIV. 1812
	CCCXXXV. Clearing account
	CCCXXXVI. 8,000

	CCCXXXVII. Credit
	CCCXXXVIII. 1704
	CCCXXXIX. Equipment
	CCCXL. 20,000


CCCXLI. [bookmark: _Toc450809511][bookmark: _Toc451334048]
	CCCXLII. To complete AM entries in SABHRS GL, clearing 1812 and record appropriate amount to insurance proceeds
CCCXLIII. Actuals ledger or entitywide depending on fund type (same as AM retirement entry)

	CCCXLIV. Debit
	CCCXLV. 585803
	CCCXLVI. [bookmark: _Toc450809517][bookmark: _Toc451334054]Insurance proceeds
	CCCXLVII. 8,000

	CCCXLVIII. Credit
	CCCXLIX. 1812
	CCCL. Clearing account
	CCCLI. 8,000


CCCLII. [bookmark: _Toc450809525][bookmark: _Toc451334062]
1. Assume that the insurance proceeds received for the same vehicle is only $7,000
	CCCLIII. [bookmark: _Toc450809527][bookmark: _Toc451334064]Record original receipt of cash (a
CCCLIV. ctuals ledger)

	CCCLV. Debit
	CCCLVI. 1104
	CCCLVII. [bookmark: _Toc450809532][bookmark: _Toc451334069]Cash
	CCCLVIII. 7,000

	CCCLIX. Credit
	CCCLX. 585803
	CCCLXI. [bookmark: _Toc450809537][bookmark: _Toc451334074]Insurance proceeds
	CCCLXII. 7,000


CCCLXIII. [bookmark: _Toc450809540][bookmark: _Toc451334077]
	CCCLXIV. A Upon receipt automatic entry produced by SABHRS in AM at months end (proceeds $8,000)
CCCLXV. Actuals ledger or entitywide depending on fund type

	CCCLXVI. Debit
	CCCLXVII. 1709
	CCCLXVIII. Accumulated depreciation
	CCCLXIX. 12,000

	CCCLXX. Debit
	CCCLXXI. 1812
	CCCLXXII. Clearing account
	CCCLXXIII. 7,000

	CCCLXXIV. Debit
	CCCLXXV. 62808
	CCCLXXVI. NB Loss on sale expense
	CCCLXXVII. 1,000

	CCCLXXVIII. Credit
	CCCLXXIX. 1704
	CCCLXXX. Equipment
	CCCLXXXI. 20,000


CCCLXXXII. [bookmark: _Toc450809564][bookmark: _Toc451334101]
	CCCLXXXIII. To complete AM entries in SABHRS GL, clearing 1812 and record appropriate amount to insurance proceeds
CCCLXXXIV. Actuals ledger or entitywide depending on fund type (same as AM retirement entry)

	CCCLXXXV. Debit
	CCCLXXXVI. 585803
	CCCLXXXVII. [bookmark: _Toc450809570][bookmark: _Toc451334107]Insurance proceeds
	CCCLXXXVIII. 7,000

	CCCLXXXIX. Credit
	CCCXC. 1812
	CCCXCI. Clearing account
	CCCXCII. 7,000


CCCXCIII. [bookmark: _Toc451334115][bookmark: _Toc271701052][bookmark: _Toc293581013][bookmark: _Toc306601801][bookmark: _Toc322441805][bookmark: _Toc322516181][bookmark: _Ref445726483][bookmark: _Ref448927861][bookmark: _Ref448927871]Leases (Effective 7/01/2009)
A lease is an agreement that conveys the rikkight to use property, plant or equipment usually for a stated period of time.  Although actual title to the property may not be transferred to the lessee, a lease agreement must be evaluated to determine whether the transaction should be treated as an in-substance purchase.   From the lessee’s perspective, the lease may be classified as a capital lease or as an operating lease.  Governmental accounting and reporting standards for lease agreements are based on the following pronouncements:
1. National Council on Governmental Accounting (NCGA) Statement No. 5 Accounting and Financial Reporting Principles for Lease Agreements of State and Local Governments, asand amended by GASB Statement No. 34 Basic Financial Statements—and Management's Discussion and Analysis—for State and Local Governments
2. GASB Statement No. 13- Accounting for Operating Leases with Scheduled Rent Increases
3. Financial Accounting Standards (FAS) Statement No. 13- Accounting for Leases
4. GASB Statement No. 62- Codification of Accounting and Financial Reporting Guidance
All leases (operating, capital and installment purchases) must be recorded in SABHRS as detailed in the following sections.
Additionally, each agency is responsible for providing information on all operating and capital leases, and installment purchases for inclusion in Montana’s Comprehensive Annual Financial Report (CAFR).  The required information must be sent to the DofA Accounting BureauSAB as requested in the annual CAFR memo.  Please refer to MOM Policy 340 Long-tTerm lLiabilitiesy accounting for agency responsibilities and disclosure requirements.
A. [bookmark: _Ref271698509][bookmark: _Toc271701053][bookmark: _Toc293581014][bookmark: _Toc306601802][bookmark: _Toc322441806][bookmark: _Toc322516182]Operating leases
CCCXCIV. An operating lease is a lease which does not meet any of the criteria to be classified as a capital lease.  See criteria below.  Operating leases are expensed rather than capitalized.  If the operating lease agreement requires lease payments to be made on a level-payment basis, expense/expenditures for operating leases should be recognized as they accrue over the lease term and should be measured in accordance with the terms of the lease agreement. If the lease agreement specifies scheduled rent increases, the lease transaction should be accounted per section XII.A.1.
1. [bookmark: _Toc271701054][bookmark: _Toc293581015][bookmark: _Toc306601803][bookmark: _Toc322441807][bookmark: _Toc322516183]Operating leases with scheduled rent increases
CCCXCV. Per GASB Statement No. 13, operating leases with scheduled rent increases should be measured based on the terms of the lease contract when the pattern of the payment requirements, including the increases, is systematic and rational.  Examples of payment schedules that are considered systematic and rational are
CCCXCVI. Lease agreements specify scheduled rent increases over the lease term, that are intended to cover economic factors relating to the property (i.e. increases in costs due to inflation).
CCCXCVII. Lease payments are required to be made on a basis that represents the time pattern in which the leased property is available for the use of the lessee.
CCCXCVIII. There is an exception to GASB Statement No. 13 which establishes the basic standard that an operating lease with scheduled rent increases should be measured consistent with the terms of the lease contract.  This exception arises when lease payments for a year(s) are considered artificially low in relationship to other lease payments made during the course of the lease agreement.  These are sometimes called “rent holidays” and are used to entice the lessee to enter into the lease agreement.  The operating lease transactions should be measured using either of the following methods:
CCCXCIX. Straight-line basis over the lease term
CD. Estimated fair value of the rental using the interest method 
CDI. Interest method calculates interest for each period so that the results are a constant rate of interest over the lease term on the period’s outstanding accrued lease receivable or payable. If used, the interest portion should be recognized as revenue (expense/expenditure) each period using this method.
CDII. Operating leases with rent holidays must be accounted for by creating a long-term liability in account 2639.  For CAFR purposes, at year-end the amount due in the next fiscal year (if any) must be moved to the short-term account, 2640.  The entry moving the long-term portion to short-term must be reversed in the following fiscal year.
1. [bookmark: _Toc271701055][bookmark: _Toc293581016][bookmark: _Toc306601804][bookmark: _Toc322441808][bookmark: _Toc322516184]Accounting entries 
a. For example, assume that a general fund leases a building on a five-year term with annual rental payments of $24,000 for the first three years and $26,000 for the final two years of the contact.  Lease payments should be recognized each year equal to the payments required by the lease contract.  Therefore, rental payments of $24,000 would be recognized in years 1-3 and rental payments of $26,000 would be recognized in years 4-5.
CDIII. Full accrual funds should recognize rental expense each period as it accrues over the lease term.  Modified accrual funds should recognize expenditures to the extent that the amounts are payable with available financial resources.  Both types of funds should use the actuals ledger.
CDIV. 
	CDV. Year 1:

	CDVI. 
	CDVII. 
	CDVIII. Debit
	CDIX. 625xx
	CDX. Rent Expense (Budgeted)
	CDXI. 
	CDXII. 24,000 

	CDXIII. 
	CDXIV. 
	CDXV. Credit
	CDXVI. 1104
	CDXVII. Cash
	CDXVIII. 
	CDXIX. 24,000


CDXX. 
a. Now assume that the payments on a five year term were $30,000 every year except the 1st year which was $10,000.
CDXXI. Under the straight-line method, the periodic rental expense/expenditure would be equal to the total lease payments divided by the number of periods covered by the agreement or $26,000 ($10,000 +$30,000 x 4)/5.
CDXXII. 
CDXXIII. 
CDXXIV. 
CDXXV. 
CDXXVI. 
CDXXVII. 
CDXXVIII. 
CDXXIX. 
	CDXXX. Governmental Funds

	CDXXXI. Year 1:
	CDXXXII. 
	CDXXXIII. 
	CDXXXIV. 
	CDXXXV. 

	CDXXXVI. 
	CDXXXVII. Actuals Ledger
	CDXXXVIII. 
	CDXXXIX. 
	CDXL. 

	CDXLI. 
	CDXLII. 
	CDXLIII. Debit
	CDXLIV. 625xx
	CDXLV. Rent Expense (Budgeted)
	CDXLVI. 
	CDXLVII. 10,000  

	CDXLVIII. 
	CDXLIX. 
	CDL. Credit
	CDLI. 1104
	CDLII. Cash
	CDLIII. 
	CDLIV. 10,000

	CDLV. 
	CDLVI. Entity-Wide Ledger
	CDLVII. 
	CDLVIII. 
	CDLIX. 

	CDLX. 
	CDLXI. 
	CDLXII. Debit
	CDLXIII. 625xx
	CDLXIV. Rent Expense (Non-Budgeted)
	CDLXV. 
	CDLXVI. 16,000

	CDLXVII. 
	CDLXVIII. 
	CDLXIX. Credit
	CDLXX. 2639
	CDLXXI. LT Liability
	CDLXXII. 
	CDLXXIII. 16,000

	CDLXXIV. Years 2-5:
	CDLXXV. 
	CDLXXVI. 
	CDLXXVII. 
	CDLXXVIII. 

	CDLXXIX. 
	CDLXXX. Actuals Ledger
	CDLXXXI. 
	CDLXXXII. 
	CDLXXXIII. 

	CDLXXXIV. 
	CDLXXXV. 
	CDLXXXVI. Debit
	CDLXXXVII. 625xx
	CDLXXXVIII. Rent Expense (Budgeted)
	CDLXXXIX. 
	CDXC. 30,000

	CDXCI. 
	CDXCII. 
	CDXCIII. Credit
	CDXCIV. 1104
	CDXCV. Cash
	CDXCVI. 
	CDXCVII. 30,000

	CDXCVIII. 
	CDXCIX. Entity-Wide Ledger
	D. 
	DI. 
	DII. 

	DIII. 
	DIV. 
	DV. Debit
	DVI. 2639
	DVII. LT Liability
	DVIII. 
	DIX. 4,000

	DX. 
	DXI. 
	DXII. Credit
	DXIII. 625xx
	DXIV. Rent Expense (Non-Budgeted)
	DXV. 
	DXVI. 4,000


DXVII. 
	DXVIII. Proprietary Funds (all entries in the Actuals Ledger)

	DXIX. Year 1:
	DXX. 
	DXXI. 
	DXXII. 
	DXXIII. 

	DXXIV. 
	DXXV. 
	DXXVI. Debit
	DXXVII. 625xx
	DXXVIII. Rent Expense (Budgeted)
	DXXIX. 
	DXXX. 10,000 

	DXXXI. 
	DXXXII. 
	DXXXIII. Credit
	DXXXIV. 1104
	DXXXV. Cash
	DXXXVI. 
	DXXXVII. 10,000

	DXXXVIII. 
	DXXXIX. 
	DXL. Debit
	DXLI. 625xx
	DXLII. Rent Expense (Non-Budgeted)
	DXLIII. 
	DXLIV. 16,000 

	DXLV. 
	DXLVI. 
	DXLVII. Credit
	DXLVIII. 2639
	DXLIX. LT Liability
	DL. 
	DLI. 16,000

	DLII. Years 2-5:
	DLIII. 
	DLIV. 
	DLV. 
	DLVI. 

	DLVII. 
	DLVIII. 
	DLIX. Debit
	DLX. 625xx
	DLXI. Rent Expense (Budgeted)
	DLXII. 
	DLXIII. 30,000 

	DLXIV. 
	DLXV. 
	DLXVI. Credit
	DLXVII. 1104
	DLXVIII. Cash
	DLXIX. 
	DLXX. 30,000

	DLXXI. 
	DLXXII. 
	DLXXIII. Debit
	DLXXIV. 2639
	DLXXV. LT Liability
	DLXXVI. 
	DLXXVII. 4,000 

	DLXXVIII. 
	DLXXIX. 
	DLXXX. Credit
	DLXXXI. 625xx
	DLXXXII. Rent Expense (Non-Budgeted)
	DLXXXIII. 
	DLXXXIV. 4,000


DLXXXV. Now assume the interest method is used.  The interest rate used is the one which values the reasonable payment stream equal to the “rent holiday” payment stream.
	DLXXXVI. Year
	DLXXXVII. Lease Payment
	DLXXXVIII. Lease Expense
	DLXXXIX. Beginning Payable
	DXC. Interest Expense
	DXCI. Total Expense
	DXCII. Year-End Payable

	DXCIII. 1
	DXCIV. 10,000
	DXCV. 24,000
	DXCVI. 14,000
	DXCVII. 2,459
	DXCVIII. 26,459
	DXCIX. 16,459

	DC. 2
	DCI. 30,000
	DCII. 24,000
	DCIII. 10,459
	DCIV. 1,837
	DCV. 25,837
	DCVI. 12,296

	DCVII. 3
	DCVIII. 30,000
	DCIX. 24,000
	DCX. 6,296
	DCXI. 1,106
	DCXII. 25,106
	DCXIII. 7,402

	DCXIV. 4
	DCXV. 30,000
	DCXVI. 26,000
	DCXVII. 3,402
	DCXVIII. 598
	DCXIX. 26,498
	DCXX. 4,000

	DCXXI. 5
	DCXXII. 30,000
	DCXXIII. 26,000
	DCXXIV. 0
	DCXXV. 0
	DCXXVI. 26,000
	DCXXVII. 0

	DCXXVIII. 
	DCXXIX. 130,000
	DCXXX. 124,000
	DCXXXI. 
	DCXXXII. 6,000
	DCXXXIII. 130,000
	DCXXXIV. 0

	DCXXXV. 
	DCXXXVI. Interest Rate (calculated using payment schedule) 17.57%


DCXXXVII. 
	DCXXXVIII. Governmental Funds

	DCXXXIX. Year 1:
	DCXL. 
	DCXLI. 
	DCXLII. 
	DCXLIII. 

	DCXLIV. 
	DCXLV. Actuals Ledger
	DCXLVI. 
	DCXLVII. 
	DCXLVIII. 

	DCXLIX. 
	DCL. 
	DCLI. Debit
	DCLII. 625xx
	DCLIII. Rent Expense (Budgeted)*
	DCLIV. 
	DCLV. 7,541 

	DCLVI. 
	DCLVII. 
	DCLVIII. Debit
	DCLIX. 693xx
	DCLX. Interest Expense
	DCLXI. 
	DCLXII. 2,459 

	DCLXIII. 
	DCLXIV. 
	DCLXV. Credit
	DCLXVI. 1104
	DCLXVII. Cash
	DCLXVIII. 
	DCLXIX. 10,000

	DCLXX. 
	DCLXXI. *
	DCLXXII. Lease payment less interest expense.
	DCLXXIII. 
	DCLXXIV. 

	DCLXXV. 
	DCLXXVI. Entity-Wide Ledger
	DCLXXVII. 
	DCLXXVIII. 
	DCLXXIX. 

	DCLXXX. 
	DCLXXXI. 
	DCLXXXII. Debit
	DCLXXXIII. 625xx
	DCLXXXIV. Rent Expense (Non-Budgeted)
	DCLXXXV. 
	DCLXXXVI. 16,459 

	DCLXXXVII. 
	DCLXXXVIII. 
	DCLXXXIX. Credit
	DCXC. 2639
	DCXCI. LT Liability
	DCXCII. 
	DCXCIII. 16,459

	DCXCIV. 
	DCXCV. 
	DCXCVI. 
	DCXCVII. 
	DCXCVIII. 
	DCXCIX. 
	DCC. 


DCCI. 

	DCCII. Year 2:
	DCCIII. 
	DCCIV. 
	DCCV. 
	DCCVI. 

	DCCVII. 
	DCCVIII. Actuals Ledger
	DCCIX. 
	DCCX. 
	DCCXI. 

	DCCXII. 
	DCCXIII. 
	DCCXIV. Debit
	DCCXV. 625xx
	DCCXVI. Rent Expense (Budgeted)
	DCCXVII. 
	DCCXVIII. 28,163 

	DCCXIX. 
	DCCXX. 
	DCCXXI. Debit
	DCCXXII. 693xx
	DCCXXIII. Interest Expense
	DCCXXIV. 
	DCCXXV. 1,837 

	DCCXXVI. 
	DCCXXVII. 
	DCCXXVIII. Credit
	DCCXXIX. 1104
	DCCXXX. Cash
	DCCXXXI. 
	DCCXXXII. 30,000

	DCCXXXIII. 
	DCCXXXIV. Entity-Wide Ledger
	DCCXXXV. 
	DCCXXXVI. 
	DCCXXXVII. 

	DCCXXXVIII. 
	DCCXXXIX. 
	DCCXL. Debit
	DCCXLI. 2639
	DCCXLII. LT Liability
	DCCXLIII. 
	DCCXLIV. 4,163 

	DCCXLV. 
	DCCXLVI. 
	DCCXLVII. Credit
	DCCXLVIII. 625xx
	DCCXLIX. Rent Expense (Non-Budgeted)*
	DCCL. 
	DCCLI. 4,163

	DCCLII. 
	DCCLIII. *
	DCCLIV. Difference of lease payment (less interest) and lease expense.
	DCCLV. 

	DCCLVI. Year 3:
	DCCLVII. 
	DCCLVIII. 
	DCCLIX. 
	DCCLX. 

	DCCLXI. 
	DCCLXII. Actuals Ledger
	DCCLXIII. 
	DCCLXIV. 
	DCCLXV. 

	DCCLXVI. 
	DCCLXVII. 
	DCCLXVIII. Debit
	DCCLXIX. 625xx
	DCCLXX. Rent Expense (Budgeted)
	DCCLXXI. 
	DCCLXXII. 28,894 

	DCCLXXIII. 
	DCCLXXIV. 
	DCCLXXV. Debit
	DCCLXXVI. 693xx
	DCCLXXVII. Interest Expense
	DCCLXXVIII. 
	DCCLXXIX. 1,106 

	DCCLXXX. 
	DCCLXXXI. 
	DCCLXXXII. Credit
	DCCLXXXIII. 1104
	DCCLXXXIV. Cash
	DCCLXXXV. 
	DCCLXXXVI. 30,000

	DCCLXXXVII. 
	DCCLXXXVIII. Entity-Wide Ledger
	DCCLXXXIX. 
	DCCXC. 
	DCCXCI. 

	DCCXCII. 
	DCCXCIII. 
	DCCXCIV. Debit
	DCCXCV. 2639
	DCCXCVI. LT Liability
	DCCXCVII. 
	DCCXCVIII. 4,894 

	DCCXCIX. 
	DCCC. 
	DCCCI. Credit
	DCCCII. 625xx
	DCCCIII. Rent Expense (Non-Budgeted)
	DCCCIV. 
	DCCCV. 4,894

	DCCCVI. Year 4:
	DCCCVII. 
	DCCCVIII. 
	DCCCIX. 
	DCCCX. 

	DCCCXI. 
	DCCCXII. Actuals Ledger
	DCCCXIII. 
	DCCCXIV. 
	DCCCXV. 

	DCCCXVI. 
	DCCCXVII. 
	DCCCXVIII. Debit
	DCCCXIX. 625xx
	DCCCXX. Rent Expense (Budgeted)
	DCCCXXI. 
	DCCCXXII. 29,402 

	DCCCXXIII. 
	DCCCXXIV. 
	DCCCXXV. Debit
	DCCCXXVI. 693xx
	DCCCXXVII. Interest Expense
	DCCCXXVIII. 
	DCCCXXIX. 598 

	DCCCXXX. 
	DCCCXXXI. 
	DCCCXXXII. Credit
	DCCCXXXIII. 1104
	DCCCXXXIV. Cash
	DCCCXXXV. 
	DCCCXXXVI. 30,000

	DCCCXXXVII. 
	DCCCXXXVIII. Entity-Wide Ledger
	DCCCXXXIX. 
	DCCCXL. 
	DCCCXLI. 

	DCCCXLII. 
	DCCCXLIII. 
	DCCCXLIV. Debit
	DCCCXLV. 2639
	DCCCXLVI. LT Liability
	DCCCXLVII. 
	DCCCXLVIII. 3,402 

	DCCCXLIX. 
	DCCCL. 
	DCCCLI. Credit
	DCCCLII. 625xx
	DCCCLIII. Rent Expense (Non-Budgeted)
	DCCCLIV. 
	DCCCLV. 3,402

	DCCCLVI. Year 5:
	DCCCLVII. 
	DCCCLVIII. 
	DCCCLIX. 
	DCCCLX. 

	DCCCLXI. 
	DCCCLXII. Actuals Ledger
	DCCCLXIII. 
	DCCCLXIV. 
	DCCCLXV. 

	DCCCLXVI. 
	DCCCLXVII. 
	DCCCLXVIII. Debit
	DCCCLXIX. 625xx
	DCCCLXX. Rent Expense (Budgeted)
	DCCCLXXI. 
	DCCCLXXII. 30,000 

	DCCCLXXIII. 
	DCCCLXXIV. 
	DCCCLXXV. Debit
	DCCCLXXVI. 693xx
	DCCCLXXVII. Interest Expense
	DCCCLXXVIII. 
	DCCCLXXIX. 0   

	DCCCLXXX. 
	DCCCLXXXI. 
	DCCCLXXXII. Credit
	DCCCLXXXIII. 1104
	DCCCLXXXIV. Cash
	DCCCLXXXV. 
	DCCCLXXXVI. 30,000

	DCCCLXXXVII. 
	DCCCLXXXVIII. Entity-Wide Ledger
	DCCCLXXXIX. 
	DCCCXC. 
	DCCCXCI. 

	DCCCXCII. 
	DCCCXCIII. 
	DCCCXCIV. Debit
	DCCCXCV. 2639
	DCCCXCVI. LT Liability
	DCCCXCVII. 
	DCCCXCVIII. 4,000 

	DCCCXCIX. 
	CM. 
	CMI. Credit
	CMII. 625xx
	CMIII. Rent Expense (Non-Budgeted)
	CMIV. 
	CMV.  4,000


CMVI. 
	CMVII. Proprietary Funds (all entries in the Actuals Ledger)

	CMVIII. Year 1:
	CMIX. 
	CMX. 
	CMXI. 
	CMXII. 

	CMXIII. 
	CMXIV. 
	CMXV. Debit
	CMXVI. 625xx
	CMXVII. Rent Expense (Budgeted)
	CMXVIII. 
	CMXIX. 7,541 

	CMXX. 
	CMXXI. 
	CMXXII. Debit
	CMXXIII. 693xx
	CMXXIV. Interest Expense
	CMXXV. 
	CMXXVI. 2,459 

	CMXXVII. 
	CMXXVIII. 
	CMXXIX. Credit
	CMXXX. 1104
	CMXXXI. Cash
	CMXXXII. 
	CMXXXIII. 10,000

	CMXXXIV. 
	CMXXXV. 
	CMXXXVI. Debit
	CMXXXVII. 625xx
	CMXXXVIII. Rent Expense (Non-Budgeted)
	CMXXXIX. 
	CMXL. 16,459 

	CMXLI. 
	CMXLII. 
	CMXLIII. Credit
	CMXLIV. 2639
	CMXLV. LT Liability
	CMXLVI. 
	CMXLVII. 16,459

	CMXLVIII. Year 2:
	CMXLIX. 
	CML. 
	CMLI. 
	CMLII. 

	CMLIII. 
	CMLIV. 
	CMLV. Debit
	CMLVI. 625xx
	CMLVII. Rent Expense (Budgeted)
	CMLVIII. 
	CMLIX. 28,163 

	CMLX. 
	CMLXI. 
	CMLXII. Debit
	CMLXIII. 693xx
	CMLXIV. Interest Expense
	CMLXV. 
	CMLXVI. 1,837 

	CMLXVII. 
	CMLXVIII. 
	CMLXIX. Credit
	CMLXX. 1104
	CMLXXI. Cash
	CMLXXII. 
	CMLXXIII. 30,000

	CMLXXIV. 
	CMLXXV. 
	CMLXXVI. Debit
	CMLXXVII. 2639
	CMLXXVIII. LT Liability
	CMLXXIX. 
	CMLXXX. 4,163 

	CMLXXXI. 
	CMLXXXII. 
	CMLXXXIII. Credit
	CMLXXXIV. 625xx
	CMLXXXV. Rent Expense (Non-Budgeted)
	CMLXXXVI. 
	CMLXXXVII. 4,163

	CMLXXXVIII. Year 3:
	CMLXXXIX. 
	CMXC. 
	CMXCI. 
	CMXCII. 

	CMXCIII. 
	CMXCIV. 
	CMXCV. Debit
	CMXCVI. 625xx
	CMXCVII. Rent Expense (Budgeted)
	CMXCVIII. 
	CMXCIX. 28,894 

	M. 
	MI. 
	MII. Debit
	MIII. 693xx
	MIV. Interest Expense
	MV. 
	MVI. 1,106 

	MVII. 
	MVIII. 
	MIX. Credit
	MX. 1104
	MXI. Cash
	MXII. 
	MXIII. 30,000

	MXIV. 
	MXV. 
	MXVI. Debit
	MXVII. 2639
	MXVIII. LT Liability
	MXIX. 
	MXX. 4,894 

	MXXI. 
	MXXII. 
	MXXIII. Credit
	MXXIV. 625xx
	MXXV. Rent Expense (Non-Budgeted)
	MXXVI. 
	MXXVII. 4,894

	MXXVIII. Year 4:
	MXXIX. 
	MXXX. 
	MXXXI. 
	MXXXII. 

	MXXXIII. 
	MXXXIV. 
	MXXXV. Debit
	MXXXVI. 625xx
	MXXXVII. Rent Expense (Budgeted)
	MXXXVIII. 
	MXXXIX. 29,402 

	MXL. 
	MXLI. 
	MXLII. Debit
	MXLIII. 693xx
	MXLIV. Interest Expense
	MXLV. 
	MXLVI. 598 

	MXLVII. 
	MXLVIII. 
	MXLIX. Credit
	ML. 1104
	MLI. Cash
	MLII. 
	MLIII. 30,000

	MLIV. 
	MLV. 
	MLVI. Debit
	MLVII. 2639
	MLVIII. LT Liability
	MLIX. 
	MLX. 3,402 

	MLXI. 
	MLXII. 
	MLXIII. Credit
	MLXIV. 625xx
	MLXV. Rent Expense (Non-Budgeted)
	MLXVI. 
	MLXVII. 3,402

	MLXVIII. Year 5:
	MLXIX. 
	MLXX. 
	MLXXI. 
	MLXXII. 

	MLXXIII. 
	MLXXIV. 
	MLXXV. Debit
	MLXXVI. 625xx
	MLXXVII. Rent Expense (Budgeted)
	MLXXVIII. 
	MLXXIX. 30,000 

	MLXXX. 
	MLXXXI. 
	MLXXXII. Debit
	MLXXXIII. 693xx
	MLXXXIV. Interest Expense
	MLXXXV. 
	MLXXXVI. 0   

	MLXXXVII. 
	MLXXXVIII. 
	MLXXXIX. Credit
	MXC. 1104
	MXCI. Cash
	MXCII. 
	MXCIII. 30,000

	MXCIV. 
	MXCV. 
	MXCVI. Debit
	MXCVII. 2639
	MXCVIII. LT Liability
	MXCIX. 
	MC. 4,000 

	MCI. 
	MCII. 
	MCIII. Credit
	MCIV. 625xx
	MCV. Rent Expense (Non-Budgeted)
	MCVI. 
	MCVII. 4,000


A. 
B. [bookmark: _Toc271701056][bookmark: _Toc293581017][bookmark: _Toc306601805][bookmark: _Toc322441809][bookmark: _Toc322516185]Installment purchases
C. An installment purchase occurs when purchasing an asset over time and the ownership (title) passes immediately to the purchaser when payments begin.  The accounting entries required for an installment purchase are the same as those used for a capital lease.
D. [bookmark: _Toc271701057][bookmark: _Toc293581018][bookmark: _Toc306601806][bookmark: _Toc322441810][bookmark: _Toc322516186]Capital Leases
A capital lease transfers substantially all of the benefits and risks of ownership of the property to the lessee.  A capital lease is, for the most part, viewed as an installment purchase of property rather than the rental of property and should be accounted for accordingly.
If one or more of the following four criteria are met at the inception of the lease, it should be classified as a capital lease and added to Asset Management (AM).  Please refer to 
1. Ownership of the property is transferred to the lessee by the end of the lease term.
2. The lease contains a bargain purchase option (an option to purchase the property at a bargain price that makes the exercise of the option almost certain).
3. The lease term, at inception, equals 75% or more of the estimated economic life of the leased property, including earlier years of use.  This criterion cannot be applied to a lease that begins within the last 25% of the original estimated economic life of the leased property.
4. The present value of the minimum lease payments (less amount representing insurance, maintenance, or taxes) at the beginning of the lease term equals 90% or more of the fair value of the leased property to the lessor.  This criterion cannot be applied to a lease that begins within the last 25% of the original economic life of the leased property.
5. Download the Lease Amortization Schedule from SFSD’s Forms & Policies webpage. Excel’s Macro Security (Developer ribbon > Code group) may need to be adjusted.  Note, this template cannot account for payment amounts that vary during the lease term.

Example to determine whether the capital lease criteria have been met:
Terms of the lease:
The lease term is 5 years starting January 1, 2017. The contract requires payments of $300 to be paid at the beginning of each month. Of this $300 payment, $50 is for maintenance.
The lessor stated that they would normally sell the copier for $13,500. In other words, $13,500 is the fair market value of the copier. The useful life of the copier is 5 years.
At the end of the lease the copier will revert back to the lessor. The contract does not offer any bargain purchase option. The lessor’s interest rate is 7.30%.


Step 1: Review the capital lease criteria:
Review the four capital lease criteria to determine whether the terms of this arrangement require capital lease treatment. 
a. Is there a transfer of ownership at the end of the lease? (No)
b. Is there a bargain purchase option? (No)
c. Is the lease term greater than 75% of the asset’s useful life?  (Yes, the term of the lease is 5 years and the useful life is 5 years; therefore, the term is for 100% of the asset’s useful life). 
d. The lease qualifies as a capital lease based on this criteria alone; however, the final criteria will be considered for illustration purposes
e. Is the present value of the minimum lease payments at the inception of the lease greater than 90% of the asset’s fair market value?  (Yes, see details below)
f. Enter the terms of the lease example.
After entering the terms, the calculator will show that the present value of the minimum lease payments is $12,612, which is 93.4% of the $13,500 fair value: $12,612÷$13,500 = 93.4%.   Therefore, the fourth capital lease criteria has been met.
Step 2:  Amount to record as asset and obligation:
The lessee must record a capital lease as an asset and an obligation at an amount equal to the present value of minimum lease payments (excluding any portion representing insurance, maintenance, taxes, etc.).  However, if the calculated present value exceeds the fair value of the leased property, the amount recorded as the asset and obligation must be the fair value.  In this example, the present value is calculated at $12,612, which is less than the fair value ($13,500); therefore, the present value is used to record the asset and the liability
6. [bookmark: _Toc271701058][bookmark: _Toc293581019][bookmark: _Toc306601807][bookmark: _Toc322441811][bookmark: _Toc322516187]Depreciation on capital lease
Depreciation is to be calculated on capital lease assets on a straight line basis over the term of the lease.
7. [bookmark: _Toc271701059][bookmark: _Toc293581020][bookmark: _Toc306601808][bookmark: _Toc322441812][bookmark: _Toc322516188]Allocations between principal and interest
During the lease term, each minimum lease payment must be allocated between a reduction of the obligation and interest expense.  Proprietary funds will record these transactions in the aActuals lLedger and governmental funds will record these in the eEntitywide lLedger.  If an interest rate is not listed in the lease agreement, agencies can use BOI’s average STIP yield for the fiscal year in which the lease was incepted, which can be found here: http://www.investmentmt.com by using the STIP link.
8. [bookmark: _Toc271701060][bookmark: _Toc293581021][bookmark: _Toc306601809][bookmark: _Toc322441813][bookmark: _Toc322516189]Change in provisions of lease, renewal or extension
9. If the provisions of the lease are changed in a way that changes the amount of the remaining minimum lease payments and is still considered a capital lease, the present balances of the asset and the obligation must be adjusted by an amount equal to the difference between the present value of the future minimum lease payments under the revised or new agreement and the present balance of the obligation.  The present value of the future minimum lease payments under the revised or new agreement must be computed using the rate of interest used to record the initial lease.  Contact the DofA Accounting Bureau for assistance, if necessary.
10. During the CAFR process, the portion of the accounts payable booked in the above example that relates to debt due over one year will be moved to long term debt.
11. If the change in the lease provisions gives rise to a new agreement classified as an operating lease, the asset and obligation under the lease must be removed, any gain or loss must be recognized for the difference, and the new lease agreement must be accounted for as an operating lease. 
12. If a renewal or extension is classified as a capital lease, it must be accounted for as in the paragraph above by adjusting the present value of the minimum lease payments.  However, if a renewal or extension is classified as an operating lease, the existing lease must continue to be accounted for as a capital lease to the end of its original term, and the renewal or extension must be accounted for as any other operating lease.
13. [bookmark: _Toc271701061][bookmark: _Toc293581022][bookmark: _Toc306601810][bookmark: _Toc322441814][bookmark: _Toc322516190]Fiscal funding clause
Some lease agreements contain a fiscal funding clause, which states the lease may be cancelled if the legislature does not appropriate the funds.  If there is likelihood that the fiscal funding clause will be exercised, then the lease would be considered cancelable and classified as an operating lease.  A remote likelihood of exercising the clause 
[bookmark: _Toc271701062][bookmark: _Toc293581023][bookmark: _Toc306601811][bookmark: _Toc322441815][bookmark: _Toc322516191]However, such a clause does not prevent a lease from being capitalized.  , if the clause is assessed as being remote.  In this case, the lease would be considered a non-cancelable lease.  Non-cancellation is a precondition to the capitalization of a lease.  Furthermore, iIf the clause is originally assessed as being remote, and the lease is therefore capitalized, but later the clause is exercised and the capital lease cancelled, then the asset and obligation should be removed with a gain or loss recognized for the difference.  See section X.H.2 for the appropriate entries.Example to determine if a capital lease meets the criteria
The following example and linked spreadsheet will assist the agencies in determining if a lease meets the criteria above to be accounted as a capital lease.
Step 1:  Terms of the lease:
The lease term is 5 years starting January 1, 2012. The contract requires monthly payments of $300 to be paid at the beginning of each month. Of this $300 payment, $50 is for maintenance.
The lessor stated that they would normally sell the copier for $13,500. In other words, $13,500 is the fair market value of the copier. The useful life of the copier is 5 years.

At the end of the lease the copier will revert back to the lessor. The contract does not offer any bargain purchase option. The lessor’s interest rate is 7.30%.

Step 2:  Capital lease criteria:
Go through the four capital lease criteria to see if the terms qualify this lease as a capital lease.
Is there a transfer of ownership at the end of the lease? (No)
Is there a bargain purchase option? (No)
Is the lease term greater than 75% of the asset’s useful life?  (5/5 = 100% which is >75%, so Yes)
The lease qualifies as a capital lease based on this criteria alone; however, the final criteria will be considered for illustration purposes
Is the present value of the minimum lease payments at the inception of the lease greater than 90% of the asset’s fair market value?  (Yes, see details below)
Download (Enable Macros) and open the Excel template capital lease amortization used to calculate the present value of a series of payments and to get an amortization schedule.  Note:  please set your macro security to Medium in order to print and reset values.  To do this, navigate to Tools/Macro/Security and set Security Level to Medium.  Also, this template will not work if the payment amount varies during the lease term.  In this case, you will need to create your own template or spreadsheet.  If you have any questions, you may call the DofA Accounting Bureau.
Enter the terms of the lease example.
Step 3:  Amount to record as asset and obligation
The lessee must record a capital lease as an asset and an obligation at an amount equal to the present value at the beginning of the lease term of minimum lease payments during the lease term, excluding that portion of the payments representing executory costs such as insurance, maintenance, and taxes to be paid by the lessor.  However, if the  determined above exceeds the fair value of the leased property at the inception of the lease, the amount recorded as the asset and obligation shall be the fair value.  (No, $12,612 < $13,500)
14. [bookmark: _Toc271701063][bookmark: _Toc293581024][bookmark: _Toc306601812][bookmark: _Toc322441816][bookmark: _Toc322516192]Accounting entries for proprietary (full accrual) funds (all entries in the Actuals Ledger)
Using the example above which meets the asset capitalization threshold, the following entries will need to be made in the actuals ledger. You must record cCapital leases must be recorded in the month of inception for AM to generate the correct entrieswill not account for them correctly. If you were not able to add the assetFor leases not added to AM during the month of inception, only and the asset meets the capitalization threshold, the asset maymust be added to AM using an appropriate asset type (not a lease). If the asset does not meet the capitalization threshold, the asset may be added to AM as an expensed asset, or not added to AM at all. If theFor assets cannot be capitalized, the expense account used to record the outlay must offset (using a non-budgeted account in that range) with a credit to 2104 – Lease Obligation.  The reclassification allows for accurate financial statement reportingplease see MOM 340 XIII B for the required manual entries.

		Entries to record the asset and the lease:
	If the lease was added to AM, then AM- will generated the below entry to record the asset and obligation at inception. (lease added to AM)
Actuals ledger

	Debit
	17XX
	Applicable fixed asset account
	12,612

	Credit
	2104
	Lease oObligation
	12,612



	If lease was not added to AM, the following entries must be made to add the asset to AM.Entries required to record the asset on AM and record the lease (when the lease cannot be added to AM).
AM-generated entry to record the asset onlyActuals ledger (automatically generated by AM when the asset is added)

	Debit
	17XX
	Applicable fixed asset account
	12,612

	Credit
	63XXX/ or 64XXX
	Capital expenditure full accrual offset
	12,612

	
GL entry required when only the asset is added to AMActuals ledger (manual entry)

	Debit
	63XXX/ 64XXX
	Capital expenditure full accrual offset
	12,612

	Credit
	2104
	Lease oObligation
	12,612


       
	A GL entry required for leased assets added to AM as expensed, or not added to AM at all


	Debit
	622XX
	NB Lease Inception
	12,612

	Credit
	2104
	Lease Obligation
	12,612

	
	
	
	




expense


AM-generated depreciation expense entry:
	Record one month depreciation expense for capital lease ($12,612/60).  Entry added automatically by AM. (AM will calculate all prior month’s depreciation for an asset added after the month of inception.)
Actuals ledger

	Debit
	628XX
	Depreciation expense
	210

	Credit
	17XX
	Applicable accum depr account
	210

	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	




Record lease payments-The lease payments (manual entries) use the principal and interest amounts as calculated in the amortization schedule (discussed previously):
	Record first payment of the lease term

	Debit
	693XX
	Lease principal
	250

	Debit
	693XX
	Lease interest
	0

	Debit
	627XX
	Maintenance
	50

	Credit
	1104
	Cash in Bank
	300






	Record second payment of the lease termprincipal and interest payment in month 2 (manual entry)
Actuals ledger

	Debit
	693XX
	Lease principal
	175

	Debit
	693XX
	Lease interest
	75

	Debit
	627XX
	Maintenance
	50

	Credit
	1104
	Cash in Bank
	300







Reduce the lease obligation for the principal portion of lease payments made:
	Reduce the lease obligation for the lease payments made. This entry will be generated by AM if the lease was added. However, if only the asset was added, then this entry must be made manually.
Actuals ledger

	Debit
	2104
	Lease oObligation
	1,135

	Credit
	69301A
	Principal –  lLease nNon Budgetedbudg
	1,135




Principal reclassification at fiscal year-end:
	Adjustment needed at fiscal year-end to reclassify the principalthe amount that will be paid during the next fiscal year -end (manual entry).  This entry should be reversed after fiscal year-end.
Actuals ledger

	Debit
	2104
	Lease oObligation
	2,236

	Credit
	2124
	Lease Payableobligation –  dDue W/Inwithin 1 Yryear
	2,236


15. An adjustment to accrue interest payable at fiscal year-end is not needed because the payments are made at the beginning of eachthe month.  However, if the payments had been made at the end of eachthe month (in arrears), then an accrual may be necessary. The entry should encompass the interest that is accrued between the last lease payment date for the year and June 30 of the same fiscal year. So iIf the last lease payment for the year was made on June 1st, and that payment was for services received in May, then interest accrued between June 1st and June 30 th (December 31 for MSF) would need to be accruedcalculated. The same is true for the maintenance fee. Both adjustment entries should then be reversed after fiscal year-end.
16. [bookmark: _Toc271701064][bookmark: _Toc293581025][bookmark: _Toc306601813][bookmark: _Toc322441817][bookmark: _Toc322516193]Accounting entries for modified accrual funds (recorded in both the Actuals and Entitywide Ledgers, as indicated below)
Using the example above which meets the asset capitalization threshold, the following entries will need to be made in the actuals and entity-wide ledgers.  You must record cCapital leases must be recorded in the month of inception for AM to generate the correct entries.will not account for them correctly. If you were not able to add the asset  
For assets not added to AM during the month of inception, only and the asset meets the capitalization threshold, the asset maymust be added to AM. If the asset does not meet the capitalization threshold, the asset may be added to AM as an expensed asset, or not added to AM at all. If theFor assets cannot be capitalized, the expense account used to record the outlay must be offset (using a non-budgeted account in the same range) with a credit to 583300 – Inception of Lease – Nonbudgeted.  That reclassification is necessary for accurate financial statement reportingplease see MOM 340 XIII C for the required manual entries.




Record lease inception:
	This manual Eentry is required for every lease (recorded in a governmental fund), regardless of whether the lease or only the asset is added to AMto record inception of the lease agreement (manual entry)
Actuals lLedger
For leases in which the asset meets the capitalization threshold

	Debit
	63XXX
	Expenditure Account—Non Budgeted
	12,612

	Credit
	583300
	Inception of Lease—Non Budgeted
	12,612

	
Entitywide lLedger

	Debit
	583300
	Inception of Lease—Non Budgeted
	12,612

	Credit
	63XXX
	Expenditure Account—Non Budgeted
	12,612


	The GL entry required for leased assets added to AM as expensed, or not added to AM at all.

	Actuals Ledger
	
	

	Debit
	622XX
	NB Lease Inception
	12,612

	Credit
	583300
	Inception of Lease—Nonbudgeted
	12,612



AM-generated depreciation expense entry:  
	Record one month depreciation expense for capital lease ($12,612/60). Entry generated automatically by AM. (AM will calculate all prior month’s depreciation for an asset added after the month of inception.)
Entitywide lLedger

	Debit
	628XX
	Depreciation expense
	210

	Credit
	17XX
	Applicable accum depraccum depr account
	210



Record lease payments-the lease payments (manual GL entries) use the principal and interest figures calculated in the amortization schedule (previously):
	Record first payment of the lease termprincipal and interest payment in month 1 (manual entry).
Actuals lLedger

	Debit
	693XX
	Lease principal
	250

	Debit
	693XX
	Lease interest
	0

	Debit
	627XX
	Maintenance
	50

	Credit
	1104
	Cash in Bank
	300



	Reduce second payment of the lease termthe lease obligation for the lease payment in month 2 (manual entry)
Actuals lLedger

	Debit
	693XX
	Lease principal
	175

	Debit
	693XX
	Lease interest
	75

	Debit
	627XX
	Maintenance
	50

	Credit
	1104
	Cash in Bank
	300



Reduce the lease obligation for the principal portion of lease payments made.  Manual entries can be made monthly or all at fiscal year-end:
	Reduce the lease obligation for the lease payment. This entry will be generated by AM if the lease was added. However, if only the asset was added, then this entry must be made manually.
Entitywide lLedger

	Debit
	2104
	Lease oObligation
	1,135

	Credit
	69301A
	Principal l-Lease nNon bBudgeted
	1,135



Principal reclassification at fiscal year-end:
	Adjustment needed at fiscal year-end to reclassify the principalthe amount that will be paid during the next fiscal year end (manual entry).  This entry should be reversed after fiscal year-end.
Entitywide lLedger

	Debit
	2104
	Lease oObligation
	2,236

	Credit
	2124
	Lease Payableobligation – D due W/within 1 Yryear
	2,236


An adjustment to accrue interest payable at fiscal year-end is not needed because the payments are made at the beginning of eachthe month. However, if the payments had been made at the end of eachthe month (in arrears), then an accrual may be necessary. The entry should encompass the interest that is accrued between the last lease payment date for the year and June 30 th (December 31 for MSF) of the same fiscal year. So iIf the last lease payment for the year was made on June 1st, and that payment was for services received in May, then interest accrued between June 1st and June 30th would need to be accruedcalculated. The same is true for the maintenance fee. Both adjustment entries should then be reversed after fiscal year-end.
E. Operating Leases
An operating lease is a lease which does not meet any of the criteria to be classified as a capital lease, as indicated in the capital lease section. Operating leases are not capitalized. If the operating lease agreement requires lease payments to be made on a level-payment basis (payments are constant over the life of the lease), expense/expenditures for operating leases should be recognized as they accrue over the lease term and should be measured in accordance with the terms of the lease agreement. If the lease agreement specifies scheduled rent increases, the lease transaction should be accounted for as indicated in the next section.
1. Operating leases with scheduled rent increases
Per GASB Statement No. 13 (par. 5), operating leases with scheduled rent increases should be measured based on the terms of the lease contract when the pattern of the payment requirements, including the increases, is systematic and rational.  Examples of payment schedules that are considered systematic and rational included in the following:
a. Lease agreements specify scheduled rent increases over the lease term, that are intended to cover economic factors relating to the property (such as increases in costs due to inflation).
b. Lease payments are required to be made on a basis that represents the time pattern in which the leased property is available for the use of the lessee.
GASB Statement No. 13 (par. 6) addresses lease payments that are considered artificially low in relationship to other lease payments made during the course of the lease agreement.  These are sometimes called “rent holidays” and are used to entice the lessee to enter into the lease agreement.  In these cases, the operating lease transactions should be measured using either of the following methods:
a. A straight-line basis over the lease term
b. The estimated fair value of the rental using the implicit interest method 
The fair value method calculates interest for each period to result in a constant interest rate over the lease term on the period’s outstanding accrued lease receivable or payable. If used, the interest portion should be recognized as revenue (expense/expenditure) each period using this method.
Operating leases with rent holidays must be accounted for by creating a long-term liability in account 2639 – Rent Holiday Long-Term.  For CAFR purposes, the amount due in the next fiscal year must be moved to the short-term account, 2640 – Rent Holiday Current at FYE.  That entry must be reversed in the following fiscal year.
2. Accounting entry examples 
Full accrual funds should recognize rental expense each period as it accrues over the lease term.  Modified accrual funds should recognize expenditures to the extent that the amounts are payable with available financial resources.  Both types of funds should use the Actuals Ledger to record the lease payments.
Assume that a general fund leases a building on a five-year term with annual rental payments of $24,000 for the first three years and $26,000 for the final two years of the contact.  Lease payments should be recognized each year equal to the payments required by the lease contract.  Therefore, rental payments of $24,000 would be recognized in years 1-3 and rental payments of $26,000 would be recognized in years 4-5.

	Year 1:

	
	
	Debit
	625xx
	Rent Expense (Budgeted)
	
	24,000 

	
	
	Credit
	1104
	Cash
	
	24,000



Payments on a five year term are $10,000 for the first year, followed by $30,000/year for years 2-5.
Under the straight-line method, the periodic rental expense/expenditure is equal to the total lease payments divided by the number of periods covered by the agreement, in this case $26,000: 
		Year 1			  $10,000
		Year 2			    30,000
		Year 3			    30,000
		Year 4			    30,000
		Year 5			    30,000
		Total Payments	$130,000
		Total Years		 	  5
		Average Price/Year	  $26,000

	Governmental Funds

	Year 1:
	
	
	
	

	
	Actuals Ledger
	
	
	

	
	
	Debit
	625xx
	Rent Expense (Budgeted)
	
	10,000  

	
	
	Credit
	1104
	Cash in Bank
	
	10,000

	
	Entitywide Ledger
	
	
	

	
	
	Debit
	625xx
	Rent Expense (Non-Budgeted)
	
	16,000

	
	
	Credit
	2639
	Rent Holiday – Long Term
	
	16,000

	Years 2-5:
	
	
	
	

	
	Actuals Ledger
	
	
	

	
	
	Debit
	625xx
	Rent Expense (Budgeted)
	
	30,000

	
	
	Credit
	1104
	Cash in Bank
	
	30,000

	
	Entitywide Ledger
	
	
	

	
	
	Debit
	2639
	Rent Holiday – Long Term
	
	4,000

	
	
	Credit
	625xx
	Rent Expense (Non-Budgeted)
	
	4,000



	Proprietary Funds (all entries in the Actuals Ledger)

	Year 1:
	
	
	
	

	
	
	Debit
	625xx
	Rent Expense (Budgeted)
	
	10,000 

	
	
	Credit
	1104
	Cash in Bank
	
	10,000

	
	
	Debit
	625xx
	Rent Expense (Non-Budgeted)
	
	16,000 

	
	
	Credit
	2639
	Rent Holiday – Long Term
	
	16,000

	Years 2-5:
	
	
	
	

	
	
	Debit
	625xx
	Rent Expense (Budgeted)
	
	30,000 

	
	
	Credit
	1104
	Cash in Bank
	
	30,000

	
	
	Debit
	2639
	Rent Holiday – Long Term
	
	4,000 

	
	
	Credit
	625xx
	Rent Expense (Non-Budgeted)
	
	4,000

	
	
	
	
	
	
	

	
	
	
	
	
	
	



Now assume the interest method is used.  The interest rate used is the one which values the reasonable payment stream equal to the “rent holiday” payment stream.
	Year
	Lease Payment
	Lease Expense
	Beginning Payable
	Interest Expense
	Total Expense
	Year-End Payable

	1
	10,000
	24,000
	14,000
	2,459
	26,459
	16,459

	2
	30,000
	24,000
	10,459
	1,837
	25,837
	12,296

	3
	30,000
	24,000
	6,296
	1,106
	25,106
	7,402

	4
	30,000
	26,000
	3,402
	598
	26,598
	4,000

	5
	30,000
	26,000
	0
	0
	26,000
	0

	
	130,000
	124,000
	
	6,000
	130,000
	0

	
	Interest Rate (calculated using payment schedule) 17.57%



	Governmental Funds

	Year 1:
	
	
	
	

	
	Actuals Ledger
	
	
	

	
	
	Debit
	625xx
	Rent Expense (Budgeted)*
	
	7,541 

	
	
	Debit
	693xx
	Interest Expense
	
	2,459 

	
	
	Credit
	1104
	Cash in Bank
	
	10,000

	
	*
	Lease payment less interest expense.
	
	

	
	Entitywide Ledger
	
	
	

	
	
	Debit
	625xx
	Rent Expense (Non-Budgeted)
	
	16,459 

	
	
	Credit
	2639
	Rent Holiday – Long Term
	
	16,459



	Year 2:
	
	
	
	

	
	Actuals Ledger
	
	
	

	
	
	Debit
	625xx
	Rent Expense (Budgeted)
	
	28,163 

	
	
	Debit
	693xx
	Interest Expense
	
	1,837 

	
	
	Credit
	1104
	Cash in Bank
	
	30,000

	
	Entitywide Ledger
	
	
	

	
	
	Debit
	2639
	Rent Holiday – Long Term
	
	4,163 

	
	
	Credit
	625xx
	Rent Expense (Non-Budgeted)*
	
	4,163

	
	*
	Difference of lease payment (less interest) and lease expense.
	

	Year 3:
	
	
	
	

	
	Actuals Ledger
	
	
	

	
	
	Debit
	625xx
	Rent Expense (Budgeted)
	
	28,894 

	
	
	Debit
	693xx
	Interest Expense
	
	1,106 

	
	
	Credit
	1104
	Cash in Bank
	
	30,000

	
	Entitywide Ledger
	
	
	

	
	
	Debit
	2639
	Rent Holiday – Long Term
	
	4,894 

	
	
	Credit
	625xx
	Rent Expense (Non-Budgeted)
	
	4,894

	Year 4:
	
	
	
	

	
	Actuals Ledger
	
	
	

	
	
	Debit
	625xx
	Rent Expense (Budgeted)
	
	29,402 

	
	
	Debit
	693xx
	Interest Expense
	
	598 

	
	
	Credit
	1104
	Cash in Bank
	
	30,000

	
	Entitywide Ledger
	
	
	

	
	
	Debit
	2639
	Rent Holiday – Long Term
	
	3,402 

	
	
	Credit
	625xx
	Rent Expense (Non-Budgeted)
	
	3,402

	Year 5:
	
	
	
	

	
	Actuals Ledger
	
	
	

	
	
	Debit
	625xx
	Rent Expense (Budgeted)
	
	30,000 

	
	
	Debit
	693xx
	Interest Expense
	
	0   

	
	
	Credit
	1104
	Cash in Bank
	
	30,000

	
	Entitywide Ledger
	
	
	

	
	
	Debit
	2639
	Rent Holiday – Long Term
	
	4,000 

	
	
	Credit
	625xx
	Rent Expense (Non-Budgeted)
	
	 4,000



	Proprietary Funds (all entries in the Actuals Ledger)

	Year 1:
	
	
	
	

	
	
	Debit
	625xx
	Rent Expense (Budgeted)
	
	7,541 

	
	
	Debit
	693xx
	Interest Expense
	
	2,459 

	
	
	Credit
	1104
	Cash in Bank
	
	10,000

	
	
	Debit
	625xx
	Rent Expense (Non-Budgeted)
	
	16,459 

	
	
	Credit
	2639
	Rent Holiday – Long Term
	
	16,459

	Year 2:
	
	
	
	

	
	
	Debit
	625xx
	Rent Expense (Budgeted)
	
	28,163 

	
	
	Debit
	693xx
	Interest Expense
	
	1,837 

	
	
	Credit
	1104
	Cash in Bank
	
	30,000

	
	
	Debit
	2639
	Rent Holiday – Long Term
	
	4,163 

	
	
	Credit
	625xx
	Rent Expense (Non-Budgeted)
	
	4,163

	Year 3:
	
	
	
	

	
	
	Debit
	625xx
	Rent Expense (Budgeted)
	
	28,894 

	
	
	Debit
	693xx
	Interest Expense
	
	1,106 

	
	
	Credit
	1104
	Cash in Bank
	
	30,000

	
	
	Debit
	2639
	Rent Holiday – Long Term
	
	4,894 

	
	
	Credit
	625xx
	Rent Expense (Non-Budgeted)
	
	4,894

	Year 4:
	
	
	
	

	
	
	Debit
	625xx
	Rent Expense (Budgeted)
	
	29,402 

	
	
	Debit
	693xx
	Interest Expense
	
	598 

	
	
	Credit
	1104
	Cash in Bank
	
	30,000

	
	
	Debit
	2639
	Rent Holiday – Long Term
	
	3,402 

	
	
	Credit
	625xx
	Rent Expense (Non-Budgeted)
	
	3,402

	Year 5:
	
	
	
	

	
	
	Debit
	625xx
	Rent Expense (Budgeted)
	
	30,000 

	
	
	Debit
	693xx
	Interest Expense
	
	0   

	
	
	Credit
	1104
	Cash in Bank
	
	30,000

	
	
	Debit
	2639
	Rent Holiday – Long Term
	
	4,000 

	
	
	Credit
	625xx
	Rent Expense (Non-Budgeted)
	
	4,000




F. Installment Purchases
An installment purchase occurs when assets are paid for over time and the ownership (title) passes to the purchaser upon commencement of the payment period.  The accounting entries required for an installment purchase are the same as those used for a capital lease.
G. [bookmark: _Toc271701065][bookmark: _Toc293581026][bookmark: _Toc306601814][bookmark: _Toc322441818][bookmark: _Toc322516194]Related Party Transactions
Capital lease transactions between the primary government and discretely presented component units (or between component units) should be treated in the same manner as any other lease agreement of a state or local government.  These agreements should be considered long-term contracts for accounting and reporting purposes and afforded capital lease treatment under GASBFAS Statement No.6213 Accounting for LeasesCodification of Accounting and Financial Reporting Guidance..  
H. [bookmark: _Toc271701066][bookmark: _Toc293581027][bookmark: _Toc306601815][bookmark: _Toc322441819][bookmark: _Toc322516195]Leasehold Improvements
Leasehold improvements are additions, improvements or alterations made by the lessee to leased property that cannot be removed upon termination of the lease because they are attached to, or form part of the leased premises. Leasehold improvements should not include maintenance and repairs done in the normal course of business. The cost of a leasehold improvement should be depreciated over the shorter of (1) the remaining lease term, or (2) the estimated useful life of the improvement. If the lease contains an option to renew and the likelihood of renewal is uncertain, only the original lease term should be considered.  Leasehold improvements do not have a residual value. Improvements made in lieu of rent should be expensed in the period incurred.   If the lease contains an option to renew and the likelihood of renewal is uncertain, the leasehold improvement should be depreciated over the life of the initial lease term or estimated useful life of the improvement, whichever is shorter. To determine the value of the improvements, please refer to Section IVThe  Capital aAsset rReported cCost section can be referred to for assistance in value determination. Please refer to section I.B.1 for entries when the assets do not meet the asset capitalization threshold.
I. [bookmark: _Toc271701067][bookmark: _Toc293581028][bookmark: _Toc306601816][bookmark: _Toc322441820][bookmark: _Toc322516196]Renegotiated Leases
Renegotiated Leases are changes in provisions of lease, renewal or extension
If the provisions of the lease are altered in a way that changes the amount of the remaining minimum lease payments (and the capital lease criteria is still met), the present balances of the asset and the obligation must be adjusted by an amount equal to the difference between the present value of the future minimum lease payments under the revised agreement and the present balance of the obligation.  The present value of the future minimum lease payments under the revised agreement must be computed using the rate of interest used to record the initial lease.  
If the change in the lease provisions gives rise to a new agreement classified as an operating lease, the asset and obligation under the lease must be removed; any gain or loss must be recognized for the difference and the new lease agreement must be accounted for as an operating lease. 
If a renewal or extension is classified as a capital lease, it must be accounted for as described previously (by adjusting the present value of the minimum lease payments).  However, if a renewal or extension is classified as an operating lease, the original lease must continue to be accounted for as a capital lease to the end of its original term; the renewal or extension must be accounted for as any other operating lease.
New lease agreements need to be reviewed to see if they change the accounting classification of the lease from operating to capital or vice-versa.
If the old lease was a capital lease and on AM, and you have determined that the new lease associated with the property is an operating lease, you will need to retire the asset and recognize a gain or loss for the difference.  See section X.H.2 for the appropriate entries.  Then, account for the new lease as any other operating lease according to XII.A.1 and VIII.A.3.
If the old lease was a capital lease but not recorded in AM, and you determine the new lease associated with the property to be an operating lease, do a G/L journal to reverse the lease obligation liability and applicable fixed asset account.
If the originalold lease was an operating lease, but now qualifies as and you have determined that the new lease associated with the property to be a capital lease, the arrangement should be treated as a new capital lease.you need to enter it into AM within the month of inception of the new lease. If after the month window, you will need to do the appropriate journals in the G/L.  A gain or loss is not recognized neither at the completion of an operating lease nor the inception of a capital lease.
MCVIII. [bookmark: _Toc133315331][bookmark: _Toc163022864][bookmark: _Toc293581029][bookmark: _Toc306601817][bookmark: _Toc322441821][bookmark: _Toc322516197][bookmark: _Ref445726501][bookmark: _Toc451334116]Capital AAsset Impairment
Paragraph 5 of GASB Statement No. 42 defines asset impairment as “a significant, unexpected decline in the service utility of a capital asset.”  The significant and unexpectedSuch decline is based on events or changes in circumstances that were not anticipated when the capital asset was placed in service.  Service utility, as defined by GASB Statement No. No. 42 defines service utility as, refers to the usable capacity that, at acquisition, was expected to be used to provide service;, as distinguished from the level of utilization, which is the portion of the usable capacity currently being used.  
The determination of whether a capital asset is impaired is a two-step process of identifying potential impairments and testing for the impairment.  Only assets that are significant to a fund should be tested for potential impairment.  Professional judgment should be used by agencies to determine significance.  Impairment losses recognized in accordance with this policy should not be reversed in a future year, even if events or circumstances that caused the impairment have changed.
A. [bookmark: _Toc133315332][bookmark: _Toc163022865][bookmark: _Toc293581030][bookmark: _Toc306601818][bookmark: _Toc322441822][bookmark: _Toc322516198]Identifying Potential Impairments
Common indicators of impairment, as stated by GASB Statement No. 42, paragraph 9, include, but are not limited to:
Evidence of physical damage, such as for a building damaged by fire or flood, when the level of damage is such that restoration efforts are needed to restore service utility.
Enactment or approval of laws or regulations or other changes in environmental factors, such as new water quality standards that a water treatment plant does not meet (and cannot be modified to meet).
Enactment or approval of laws or regulations or other changes in environmental factors, such as new water quality standards that a water treatment plant does not meet (and cannot be modified to meet).
Technological development or evidence of obsolescence, such as that related to a major piece of diagnostic or research equipment (for example, a magnetic resonance imaging machine or a scanning electron microscope) that is rarely used because newer equipment provides better service.
A change in the manner or expected duration of use of a capital asset, such as closure of a school prior to the end of its useful life.  If a government intends to sell an asset, but it is still being used until it is sold, it is not an indicator of potential impairment.  However if the asset will not continue to be used, it may qualify as a potential impairment indicator.
Stoppage of construction of a building due to lack of funding.
The list above is not all-inclusive.  Professional judgment must be used to identify other events and changes that could indicate impairment.
In addition to the above referenced indicator, aStoppage of development of computer software due to change in the priorities of management.
B. [bookmark: _Toc133315333][bookmark: _Toc163022866][bookmark: _Toc293581031][bookmark: _Toc306601819][bookmark: _Toc322441823][bookmark: _Toc322516199]Testing for Impairment
If a potential impairment is indicated by one of the five factors above, or by some other means, then the asset should be tested for impairment.  GASB Statement No. Statement No. 42, par. 11, provides for the testing guidelines; determineof capital asset impairment by determining whether both of the following factors are present:
0. The magnitude of the decline in service utility is significant.  A significant decline is indicated if the continued operating expenses related to the use of the impaired asset or the costs to restore the asset areis significant in relationship to the service utility of the asset.
The decline in service utility is unexpected.  The Rrestoration costs or other impairment circumstances are not part of the normal life cycle of thea capital asset, and if they were contemplated because of an event or change, that development would suggest an unexpected decline in service utility.  Normal maintenance costs or preservation costs do not suggest capital asset impairment. 
Asset Impairment Decision Process, see Appendix A: for a flowchart that will assist in determining if an asset is impaired. 
C. [bookmark: _Toc133315334][bookmark: _Toc163022867][bookmark: _Toc293581032][bookmark: _Toc306601820][bookmark: _Toc322441824][bookmark: _Toc322516200]Measuring the Impairment of Capital Assets
1. [bookmark: _Toc133315335][bookmark: _Toc163022868][bookmark: _Toc293581033][bookmark: _Toc306601821][bookmark: _Toc322441825][bookmark: _Toc322516201]Asset is no longer used, and construction/ and/or development stoppage
If thePer GASB Statement No. 42, paragraph 16, impaired capital assets, that impaired will no longer be used, and those impaired by construction/development stoppage,the asset should be written down to the lower of carrying value or fair value.  Capital assets impaired from construction and/or development stoppage should also be written down to the lower of carrying or fair value.  If the fair value exceeds the carrying value, it iswould not be appropriate to recognize a gain until the asset is sold or disposed (and.  When the asset is sold or disposed, it should be retired in the AM) system.  If the carrying value exceeds the fair value, it iswould be appropriate to recognize a loss when the impairment event or change in circumstance occurs.
2. [bookmark: _Toc133315336][bookmark: _Toc163022869][bookmark: _Toc293581034][bookmark: _Toc306601822][bookmark: _Toc322441826][bookmark: _Toc322516202]Asset will continue to be used
Per GASB Statement No. 42, paragraph 12, for impairedWhen a capital assets that will continue to be used, is determined to be impaired, the amount of the impairment loss should be determined using the below listedone of the following measurement approaches: that most appropriately reflects the decline in service utility.
c. Restoration cost approach,: which is generally used to measure impairment losses from physical damage such as from fire, wind, and the like.
d. Service units approach,: which is generally used to measure impairment losses from environmental factors, technological changes, obsolescence, or the change in the manner or duration of use.
e. Deflated depreciated replacement cost approach,: which can also begenerally used to measure impairment losses from the change in the manner or duration of use.
Ultimately, the specific method to be used should be the one that best reflects the service utility decline.  The method used to measure impairment losses should be applied consistently to impairments with similar characteristics.  The following flowchart is provided to help determine which impairment method should be used.
[bookmark: _Toc133315337][bookmark: _Toc163022870][bookmark: _Toc293581035][bookmark: _Toc306601823][bookmark: _Toc322441827][bookmark: _Toc322516203]See Appendix B: Measurement of Asset Impairment, for a flowchart that will assist in determining which impairment method should be used. 
3. Restoration cost approach
Under this approach, the write-down is based on the cost to restore the utility of the capital asset.  The current restoration cost is then converted to a historical cost bybasis using an appropriate cost index, or by applying a ratio of estimated restoration cost over estimated replacement cost to the carrying value of the capital asset.  To determine the ratio of estimated restoration costs over estimated replacement cost perform the following:
a. Determine the restoration cost in current dollars.  This amount should be based on the amount of the impairment caused by the change or event and should exclude costs related to demolition, cleanup, additions, and improvements.
b. Determine the replacement cost in current dollars for the capital asset.
c. Determine the carrying value of the impaired capital asset before adjustment (historical cost less accumulated depreciation).
d. Determine the relationship between the restoration cost in current dollars and the replacement cost in current dollars for the capital asset.  This should be expressed as a percentage (restoration cost/replacement cost).
e. Determine the impairment loss by multiplying the carrying value of the asset by the restoration cost ratio (computed in the previous step) 4.
f. [bookmark: _Toc133315338][bookmark: _Toc163022871][bookmark: _Toc293581036][bookmark: _Toc306601824][bookmark: _Toc322441828][bookmark: _Toc322516204]Example of the restoration cost approach
Assume that a building has a historical cost of $1,000,000, with an estimated useful life of 25 years, and was 60% depreciated when it was discovered that walls were structurally deficient.  The estimated cost to restore the walls is $200,000.  The estimated current cost to replace the building is 1,500,000.  The building is still going to be used.  

The computation of the write-down is as follows:
	Component of restoration cost approach
	Amount

	Historical cost of building
	$1,000,000

	Minus aAccumulated depreciation of the asset
	$  (600,000)

	Carrying value of impaired asset
	$   400,000

	Restoration cost ratio: Rrestoration cost ($200,000)/ ÷ replacement cost ($1,500,000)
	13.33%

	Impairment loss: = carrying value ($400,000) ×multiplied by the restoration cost ratio (13.33%)
	$     53,320


4. [bookmark: _Toc133315339][bookmark: _Toc163022872][bookmark: _Toc293581037][bookmark: _Toc306601825][bookmark: _Toc322441829][bookmark: _Toc322516205]Service units approach
The write-down under the service units approach is based on the proportion of the capital asset, as expressed in service units that has been lost due to an event or change in circumstances that created the impairment.  The total service units can be based on either the maximum estimated service units or total estimated service units throughout the life of the capital asset.  Service units can be measured in years of service, number of units produced, number of citizens benefited, etc.
[bookmark: _Toc133315340][bookmark: _Toc163022873][bookmark: _Toc293581038][bookmark: _Toc306601826][bookmark: _Toc322441830][bookmark: _Toc322516206]Example of service units approach
Assume that equipment has a historical cost of $500,000, and originally had an estimated useful life of 30 years.  After 3 years of use, new regulations are enacted that will make the equipment obsolete in 3 years.  The amount of service units lost, expressed in years, is 24, which is 80% of service life (24 years ÷ 30 years).  The amount of the impairment loss is $400,000 ($500,000 × 80%x (24/30)).
2. [bookmark: _Toc133315341][bookmark: _Toc163022874][bookmark: _Toc293581039][bookmark: _Toc306601827][bookmark: _Toc322441831][bookmark: _Toc322516207]Deflated depreciated replacement cost approach
This approach is based on estimatingdetermining the current cost of an asset needed to replacefor the current level of service.  Based on the assumed carrying value of the theoretical asset, that carrying valueThe estimated cost is depreciated to reflect the asset is not new, is deflated to the historical cost basis for when the original asset was acquired.
[bookmark: _Toc133315342][bookmark: _Toc163022875][bookmark: _Toc293581040][bookmark: _Toc306601828][bookmark: _Toc322441832][bookmark: _Toc322516208]Example of deflated depreciated replacement cost approach
Assume a building has an original cost of $4,000,000 and was 40% depreciated.  The building was to be used originally as an airplane hangar, but management has decided that it will now be used as a storage facility.  The cost of a comparable storage facility is $500,000, and the replacement cost of the airplane hangar is $5,000,000.
	Component of deflated depreciated replacement cost approach
	Amount

	Deflator factor: ($5,000,000 replacement cost ÷/ $4,000,000 historical cost)
	1.25

	Assumed carrying amount of a new storage facility: ($500,000 (total cost)x × 60% (undepreciated proportion)
	$300,000

	Carrying amount of old building: ($4,000,000 (historical cost) ×x 60% (undepreciated proportion)
	$2,400,000

	Deflated assumed carrying amountEstimated deflated carrying value of a new warehouse: ($300,000 (carrying value of new asset ÷ /1.25 (deflator factor)
	$240,000

	Impairment loss: ($2,400,000 (book value of asset) - $240,000 (estimated deflated carrying value)
	$2,160,000


D. [bookmark: _Toc133315343][bookmark: _Toc163022876][bookmark: _Toc293581041][bookmark: _Toc306601829][bookmark: _Toc322441833][bookmark: _Toc322516209]Insurance Recoveries
An insurance recovery should be recorded in the fiscal year in which it is realized or realizable.  For example, an insurance recovery iswould be realizable if an insurer has admitted or acknowledged coverage.  The insurance recovery generally iswould not be realizable if the insurer has denied coverage.  Costs related to the restoration or replacement of an impaired capital asset should be reported as a separate transaction from any associated insurance recovery.  These costs should be recorded in the Actuals Ledger (generally) as capital outlay.
1. [bookmark: _Toc133315344][bookmark: _Toc163022877][bookmark: _Toc293581042][bookmark: _Toc306601830][bookmark: _Toc322441834][bookmark: _Toc322516210]Insurance recoveries in governmental funds (modified accrual).
In modified accrual funds, costs related to the restoration or replacement of an impaired capital asset should be reported as a separate transaction from any associated insurance recovery.  These costs should be recorded in the actuals ledger, generally in a capital outlay expense account.  Insurance recoveries should be recorded in a account 58580X903 (Iinsurance Pproceeds account; the specific account depends upon the yearCurrent Yr) if the recovery is realized or realizable. in the same year as the impairment loss.  Insurance recoveries realized or realizable in a year subsequent to the recognition of the impairment loss should be recorded in account 585904 (Insurance Pro Subsequent Yr).
2. [bookmark: _Toc133315345][bookmark: _Toc163022878][bookmark: _Toc293581043][bookmark: _Toc306601831][bookmark: _Toc322441835][bookmark: _Toc322516211]Insurance recoveries in proprietary funds (full accrual).
In full accrual funds, costs related to the restoration or replacement of an impaired capital asset should be reported as a separate transaction from any associated insurance recovery.  These costs should be recorded in the actuals ledger, generally in a capital outlay expense account.  Insurance recoveries should be recorded in account 550401 –  (Impairment Gain Non-Gov) if the recovery is realized or realizable in the same year as the impairment loss.  For financial statement reporting, insurance recoveries recorded in account 550401 are(Impairment Gain Non-Gov) will be netted with the impairment loss and a net gain or loss iswill be reported.  Insurance recoveries realized or realizable in a year subsequent to the recognition of the impairment loss should be recorded in account 5859804 (Insurance Pro Subsequent Yr).  Insurance recoveries recorded in account 5859804 are (Insurance Pro Subsequent Yr) will be reported in the financial statements of full accrual funds as a non-operating revenue.
E. [bookmark: _Toc133315346][bookmark: _Toc163022879][bookmark: _Toc293581044][bookmark: _Toc306601832][bookmark: _Toc322441836][bookmark: _Toc322516212]Recording Impairment Write-down in a Modified Accrual Fund
First, tThe “aAsset Status” should be changed to the iImpaired Asset status in the AM basic information screen (AM > Asset Transactions > Owned Assets > Basic Add).  Then, adjust accumulated depreciation must be adjusted in AM by the amount of the impairment loss.  See SABHRS documentation on related to adjusting accumulated depreciation in the AM system.  Once the month-end processes are run, AM will generate an entry to record the impairment as an increase to depreciation expense and accumulated depreciation.  The depreciation expense is offset against 62808A – NB Loss on Asset Impairment.

Regardless of when insurance proceeds are realized or realizable, the following entry should be recorded in the entitywide ledger in the year the asset becomes impaired.  If, fAnthe impairment loss entered ofwas valued at $1,000,000, AM would create an entry similar to the following AM-generated entry:
	AM-generated entry to write down impaired asset
Entitywide lLedger

	Debit
	629805
	NB dDepreciation eExpense
	1,000,000

	Credit
	17XX
	Accumulated depreciation
	1,000,000


[bookmark: _Toc133315347][bookmark: _Toc163022880][bookmark: _Toc293581045][bookmark: _Toc306601833][bookmark: _Toc322441837][bookmark: _Toc322516213]Insurance proceeds realized or realizable in the same year the impairment write-down is recorded
If the state agency will receive a cash payment related to the insurance proceeds will be received and they are realized or realizable in the same fiscal year as the impairment, record the following entry is recorded in the aActuals lLedger.  

The following example assumesing the proceeds realized were $900,000:
	To record insurance proceeds realized in year of impairmentreceived as a cash payment
Actuals lLedger

	Debit
	1104 or (12XX)
	Cash in bBank (or a receivable account if insurance company acknowledged coverage, but cash is not yet received)
	900,000

	Credit
	5859803
	Insurance Proceeds Current Yr
	900,000

	
	
	
	


If the insurer agrees to cover the loss in the same fiscal year that the impairment occurs, but elects to pay for the repair or replacement costs directly (i.e., the insurer will not send a cash payment to the state agency), the following entry isshould be recorded in the Actuals Ledger. 




The following examples Aassume the costs covered by the insurer arewill be $900,000:
	To record insurance proceeds when the insurer will pay the repair or replacement costs directly (i.e., the state agency will not receive a cash payment)
Actuals lLedger

	Debit
	63XXX/ or 64XXX or 
(12XX)
	Capital outlay expenditure (or a receivable account if insurance company acknowledged coverage, but repair or replacement costs have not yet been paidincurred)
	900,000

	Credit
	5858903
	Insurance Proceeds Current Yr
	900,000


If a receivable was recognized in this scenario, an entry is required towhen costs are incurred to repair or replace the asset, debit the proper 63xxx or 64xxx expense account and credit the receivable when the asset has been repaired or replacedestablished.
In the entitywide ledger, modified accrual funds must netFor full accrual reporting purposes, any insurance proceeds realized or realizable in the same fiscal year as the loss must be netted against the impairment loss and a net gain or loss must be recorded.Note 
	To record net impairment gain or loss
Entitywide lLedger

	Debit
	628908A
	NB Loss on Asset Impairment1 (difference between the proceeds received and depreciation expense generated from the AM entry above) See Note 1 below
	100,000

	Debit
	5858903
	Insurance Proceeds Current Yr
	900,000

	Credit
	629805
	NB dDepreciation eExpense (for the amount of the impairment loss)
	1,000,000


1 – If the insurance proceeds had exceededare more than the impairment loss, this line on the entry would be a credit to account 583204 (Gov Fund Impairment Gain).  If the insurance proceeds are equal to the impairment loss, this line on the entry is not required.

1. [bookmark: _Toc133315348][bookmark: _Toc163022881][bookmark: _Toc293581046][bookmark: _Toc306601834][bookmark: _Toc322441838][bookmark: _Toc322516214]Insurance proceeds realized or realizable in a year subsequent to the impairment write-down:
a. When insurance proceeds are not realized or realizable until a year subsequent to the impairment loss, the gross amount of the loss is recorded in the year of the impairment and the insurance proceeds are recorded separately as revenue in the year realized or realizable.  However, the impairment is immediately recorded in AM (as discussed previously).
b. In the eEntity-wide lLedger, the following entry is required to reverse the depreciation expense (recorded by the AM-generated entry created when the asset impairment is booked in AM) and to recognize the impairment loss.  





This entry must be recorded in the year the impairment occurs:
	To reverse depreciation expense recorded by AM and reflect impairment loss
Entitywide lLedger

	Debit
	629808A
	NB Loss on Asset Impairment
	1,000,000

	Credit
	629805
	NB dDepreciation eExpense (for the amount of the impairment loss)
	1,000,000


If the state agency will receive aA cash payment related to the insurance proceeds will be received and the proceeds are realized or realizable in a fiscal year subsequent to the impairment, record the following entry is recorded in the aActuals lLedger.  

The following example assumesing the proceeds realized were $900,000:
	To record insurance proceeds realized subsequent to impairment yearreceived as a cash payment
Actuals lLedger

	Debit
	1104 or (12XX)
	Cash in bBank (or a receivable account if insurance company acknowledged coverage, but cash is not yet received)
	900,000

	Credit
	5859804
	Insurance Pro Subsequent Yr
	900,000


If the insurer agrees to cover the loss in a fiscal year subsequent to the impairment and, but elects to pay for the repair or replacement costs directly (i.e., the insurer will not send a cash payment to the state agency), the following entry isshould be recorded in the Actuals Ledger.  

The following example Aassumes the costs covered by the insurer arewill be $900,000:
	To record insurance proceeds (recognized in a year subsequent to the year of impairment) when the insurer will pay the repair or replacement costs directly (i.e., the state agency will not receive a cash payment)
Actuals lLedger

	Debit
	63XXX/ or 64XXX or 
(12XX)
	Capital outlay expenditure (or a receivable account if insurance company acknowledged coverage, but repair or replacement costs have not yet been paidincurred)
	900,000

	Credit
	5859804
	Insurance Pro Subsequent Yr
	900,000


If a receivable was recognized in this scenario, an entry is required towhen costs are incurred to repair or replace the asset, debit the proper 63xxx or 64xxx expense account and credit the receivable when the asset has been repaired or replacedestablished.


F. [bookmark: _Toc133315349][bookmark: _Toc163022882][bookmark: _Toc293581047][bookmark: _Toc306601835][bookmark: _Toc322441839][bookmark: _Toc322516215]Recording Impairment Write-down in a Full Accrual Fund 
All entries are recorded in the Actuals Ledger
First, tThe a“Asset Status” should be changed to the iImpaired Assetstatus in the AM basic information screen (AM > Asset Transactions > Owned Assets > Basic Add).
1.   Then, adjust accumulated depreciation must be adjusted in AM by the amount of the impairment lossthe asset is impaired by.  See SABHRS documentation on adjusting accumulated depreciation in the AM system.  Once the month-end processes are run, AM will generate an entry to record the impairment as an increase to depreciation expense and accumulated depreciation.  The depreciation expense is later offset (by a GL entry) against 62808A – NB Loss on Asset Impairment.
Regardless of when insurance proceeds are realized or realizable, the following entry should be recorded in the actuals ledger in the year the asset becomes impaired.  AM will create an entry similar to the following assuming the impairment loss was valued at $500,000.
An impairment loss entered in the amount of $50,000 would create the following entry:
	AM entry to write down impaired asset
Actuals ledger

	Debit
	628905
	NB dDepreciation eExpense
	500,000

	Credit
	17XX
	Accum depreciation
	500,000


[bookmark: _Toc133315350][bookmark: _Toc163022883][bookmark: _Toc293581048][bookmark: _Toc306601836][bookmark: _Toc322441840][bookmark: _Toc322516216]Insurance proceeds realized or realizable in the same year the impairment write-down is recorded
If the state agency will receive a cash payment related to the insurance proceeds will be received and they are realized or realizable in the same fiscal year as the impairment, record the following entry is reported.in the actuals ledger  

The following example assumesing the proceeds realized were $700,000:
	To record insurance proceeds received as a cash payment
Actuals ledger

	Debit
	1104 or (12XX)
	Cash in bBank (or a receivable if realized, but not received)
	700,000

	Credit
	550401
	Impairment Gain Non-Gov
	700,000


If the insurer agrees to cover the loss in the same fiscal year that the impairment occurs, but elects to pay for the repair or replacement costs directly (i.e., the insurer will not send a cash payment to the state agency), the following entry isshould be recorded.  






The following entry Aassumes the costs covered by the insurer will be $700,000:
	To record insurance proceeds when the insurer will pay the repair or replacement costs directly (i.e., the state agency will not receive a cash payment)
Actuals ledger

	Debit
	63XXX/ or 64XXX or 
(12XX)
	Capital asset expense (or receivable if insurance company acknowledged coverage, but replacement expenses have not yet been incurred)
	700,000

	Credit
	550401
	Impairment Gain Non-Gov NB
	700,000


If a receivable was recognized in this scenario, an entry is required to when costs are incurred to repair or replace the asset, debit the proper 63xxx / 64xxx expense account and credit the receivable when the asset has been repaired or replacedestablished.
Any insurance proceeds realized or realizable in the same fiscal year as the impairment must be netted againstwith the impairment loss and a net gain or loss recorded.Note 
	To record net impairment gain or loss
Actuals ledger

	Debit
	550401
	Impairment Gain Non-Gov NB (to reverse proceeds recorded in the gain account)
	700,000

	Credit
	550401
	Impairment Gain Non-Gov NB (difference between the proceeds received and depreciation expense generated from the AM entry above) See Note 1 below
	200,000

	Credit
	629805
	NB dDepreciation eExpense (for the amount of the impairment loss)
	500,000


[bookmark: _Toc133315351][bookmark: _Toc163022884][bookmark: _Toc293581049][bookmark: _Toc306601837][bookmark: _Toc322441841][bookmark: _Toc322516217]1: If the insurance proceeds wereare less than the impairment loss, this line on the entry would be a debit to account 629808A (NB Loss on Asset Impairment).  If the insurance proceeds are equal to the impairment loss, no gain/loss is reportedthis line on the entry is not required.

Insurance proceeds realized or realizable in a year subsequent to the impairment write-down:
When insurance proceeds are not realized or realizable until a year subsequent to the impairment loss, the gross amount of the loss is recorded in the year of the impairment and the insurance proceeds are recorded separately as revenue in the year realized or realizable.  However, the impairment is immediately recorded in AM.





The following entry is required to reverse the depreciation expense (recorded by the AM-generated entry created when system and recognize the impairment was booked in AMloss.  This entry must be recorded in the year the impairment occurs:
	To reverse depreciation expense recorded by AM and reflect impairment lossActuals ledger

	Debit
	629808A
	NB Loss on Asset Impairment
	500,000

	Credit
	628905
	NB dDepreciation eExpense (for the amount of the impairment loss)
	500,000


If the state agency will receive a cash payment related to the insurance proceeds will be received and the proceeds are realized or realizable in a fiscal year subsequent to the impairment, record the following entry is recorded.  

The following examplein the actuals ledger assumesing the proceeds realized were $700,000:
	To record insurance proceeds realized subsequent to impairment yearreceived as a cash payment
Actuals ledger

	Debit
	1104 or  (12XX)
	Cash in bBank (or a receivable account if realized, but not received)
	700,000

	Credit
	5858904
	Insurance Pro Subsequent Yr
	700,000


If the insurer agrees to cover the loss in a fiscal year subsequent to the impairment and, but elects to pay for the repair or replacement costs directly (i.e., the insurer will not send a cash payment to the state agency), the following entry isshould be recorded.  

The following example Aassumes the costs covered by the insurer arewill be $700,000:
	To record insurance proceeds recognized in a year subsequent to the year of impairment) when the insurer will pay the repair or replacement costs directly (i.e., the state agency will not receive a cash payment)
Actuals ledger

	Debit
	63XXX/ or 64XXX or 
(12XX)
	Capital outlay expenditure (or a receivable account if insurance company acknowledged coverage, but repair or replacement costs have not yet been paidincurred)
	700,000

	Credit
	5859804
	Insurance Pro Subsequent Yr
	700,000


If a receivable was recognized in this scenario, an entry is required towhen costs are incurred to repair or replace the asset, debit the proper 63xxx / 64xxx expense account and credit the receivable once the asset has been repaired or replacedestablished.
G. [bookmark: _Toc133315352][bookmark: _Toc163022885][bookmark: _Toc293581050][bookmark: _Toc306601838][bookmark: _Toc322441842][bookmark: _Toc322516218]Replacement or Repair Costs of the Impaired Asset
If an impaired asset is being repaired, the repairs should be added as an improvement or as a new asset.  If a new asset is being added to replace the old asset, the new asset should be added to AM and the old asset retired in the same manner that you would add and retire any other asset.  The new asset should be added in the same year the replacement costs are incurred and the old asset should be retired in the year it is disposed of.
H. [bookmark: _Toc133315353][bookmark: _Toc163022886][bookmark: _Toc293581051][bookmark: _Toc306601839][bookmark: _Toc322441843][bookmark: _Toc322516219]Other Asset Impairment Topics
1. [bookmark: _Toc133315354][bookmark: _Toc163022887][bookmark: _Toc293581052][bookmark: _Toc306601840][bookmark: _Toc322441844][bookmark: _Toc322516220]Temporary impairments
Generally impairment is considered permanent.  If the impairment is temporary, the historical cost of the capital asset should not be written down.  An asset should only be considered temporarily impaired if there is evidence to support such a conclusion.  Temporary impairments are generally only associated with enactment or approval of laws or regulations or other changes in environmental factors, changes in technology or obsolescence, changes in manner or duration of use, or construction stoppage.  If management iswould be required to take action to reverse the impairment, the impairment iswould be considered permanent.  Thus, if physical damage causes impairment to a capital asset, the impairment iswould be considered to be permanent.
1. [bookmark: _Toc133315355][bookmark: _Toc163022888][bookmark: _Toc293581053][bookmark: _Toc306601841][bookmark: _Toc322441845][bookmark: _Toc322516221]Assets impaired prior to implementation of GASB Statement No. 42
The guidance for GASB statement 42 should be applied retrospectively.  Thus, if an agency has an asset that was impaired in a year prior to fiscal year 2006 and it has not yet been written down or disposed of, then it should be written down in fiscal year 2006.
Following is an example of how to calculate and record the retroactive write down due to impairment.  Assume the state acquired a capital asset in 1995 that cost $3,000,000 and has a useful life of 30 years.  The asset has been depreciated $100,000 each year for the years from 1995 to 2005.  In 2000, the asset suffered an impairment that resulted in an estimated 40% reduction in service utility.  The useful life of the asset remained the same.  The following example demonstrates how the write-down is calculated.  
The first step is to determine the carrying value of the asset at the time of the impairment.
	Acquisition cost
	3,000,000

	Accumulated depreciation ($3,000,000/30 x 5 years between from 1995 to 2000)
	500,000

	Carrying value at beginning of year 2000 prior to impairment
	2,500,000


The next step is to determine the impairment loss and the subsequent carrying value after the impairment.
	Carrying value at beginning of year 2000 prior to impairment
	2,500,000

	Impairment loss ($2,500,000 x 40%)
	1,000,000

	Carrying value at beginning of year 2000 after impairment ($2,500,000 - $1,000,000)
	1,500,000


The carrying value at the beginning of 2006 then can be determined.
	Carrying value at beginning of year 2000 after impairment (from above)
	1,500,000

	Accumulated depreciation ($1,500,000/25 years remaining useful life at time of impairment x 5 years between from 2000 to 2005)
	300,000

	Carrying value, beginning of 2006, after impairment ($2,500,000 – $1,000,000 – $300,000)
	1,200,000


Thus if the carrying value of the asset at the beginning of 2006 before the write-down is $2,000,000 ($3,000,000 historical cost minus accumulated depreciation of $1,000,000), and the carrying value of the asset after impairment should be $1,200,000, the carrying value of the asset should be decreased by $800,000.
The asset should be changed to the impaired status in the AM basic information screen.  Then, adjust accumulated depreciation in AM by the amount of the impairment system.  An entry similar to the following would be created.
	AM entry to write down impaired asset
Actuals ledger or entitywide ledger depending on fund type

	Debit
	62905
	NB depreciation expense
	800,000

	Credit
	17XX
	Accumulated depreciation
	800,000


An entry is then needed to reverse the current year depreciation expense against fund balance.
	Entry to reverse depreciation expense
Actuals ledger or entitywide ledger depending on fund type

	Debit
	4101/ 4201
	Net position
	800,000

	Credit
	62905
	NB depreciation expense
	800,000


2. Note that if the carrying value of the impaired asset at the beginning of fiscal year 2006, as reflected in SABHRS, is less than the revised carrying value calculated to reflect the impairment loss, no adjustment should be recorded.  The asset should still be changed to the impaired status in AM.
3. [bookmark: _Toc133315356][bookmark: _Toc163022889][bookmark: _Toc293581054][bookmark: _Toc306601842][bookmark: _Toc322441846][bookmark: _Toc322516222]Disclosure of asset impairment
Agencies should contactImpairment losses must be communicated to DOA State Accounting Bureau if an impairment loss has occurred.  The amount of the loss and a briefshort description of the cause of the impairment should be provided.  Also, the carrying value of any impaired capital assets that are idle at year-end should be disclosed, regardless of whether the impairment is permanent or temporary.

MCIX. [bookmark: _Toc451334117]Disposition of Property
Pursuant to Section 18-6-101 MCA, the DOA has exclusive power (subject to the approval of the governor) to sell, or otherwise dispose of, or to authorize the sale or other disposition of, all materials and supplies, service equipment, or other personal property of every kind now owned by the State of Montana, but not needed or used by any state institution or by any department of state government.
The Surplus Property Program of General Services Division (GSD) should be contacted for proper procedures and instructions prior to disposition of any state property.  The property is to remain on agency books until notification is received from the Property and Supply Bureau that the asset was sold.
A. Sale of Property (capital assets only)
The property tag number for the item sold will be removed and destroyed.  When property is sold to a third party, the proceeds are recorded either as proceeds of governmental fixed asset disposition (for governmental funds), or as fixed asset AR clearing (for proprietary funds).  For both governmental and proprietary funds, the proceeds are entered into AM when the asset is retired.

Governmental Funds
	To record receipt of cash for sale of a capital asset sold at a loss
Actuals Ledger

	Debit
	1104
	Cash in Bank
	75,000

	Credit
	5832XX
	Gov fixed asset proceeds account
	75,000



	AM-generated retirement entry
Entitywide Ledger

	Debit
	1709
	Accum Depr – Equipment
	250,000

	Debit
	583201
	Gov FA Disp Proceeds
	75,000

	Debit
	62808
	NB Loss on Sale Expense
	50,000

	Credit
	1704
	Equipment
	375,000



 Proprietary Funds
	To record receipt of cash for sale of capital asset sold at a gain
Actuals Ledger

	Debit
	1104
	Cash in Bank
	150,000

	Credit
	1812
	Fixed Asset AR Clearing
	150,000



	AM-generated retirement entry
Actuals Ledger 

	Debit
	1709
	Accum Depr - Equip
	250,000

	Debit
	1812
	Fixed Asset AR Clearing
	150,000

	Credit
	1704
	Equipment
	375,000

	Credit
	550400
	Gain Sale Non-Gov Fix Asset – NB
	25,000


B. Trade-in of Property (capital assets only)
Agencies must receive GSD – Surplus Property Program approval before trading-in state equipment.  Once approved, the asset can be retired on AM.  The trade-in amount must be entered into AM as part of the retirement process. 
An asset acquired through trade-in can only be added to AM after the SABHRS month-end processes have been run.  The SAB can be contacted to request a partial month-end process to be run.  If this request is not made (or not approved), the asset cannot be added until the next month.  For approved requests, notification will be provided once the SABHRS process has been run; at that point, the related trade-in transaction can be selected to add the asset to AM.  The AM-generated add transaction credits account 1811, which will offset the 1811 balance generated on the retirement.
1. Gain/Loss Recognition
A loss is recognized when the value of the asset received is less than the book value of the asset relinquished. 
Gains are recognized only when cash (or another monetary asset) is received, and the total value of assets received (or the trade-in allowance) exceeds the book value of the asset relinquished.  In these situations the gain to be recognized is calculated as the cash received, divided by the fair value of the asset relinquished, multiplied by the book gain (asset’s fair value less its book value).  The recognized gain must be included in the asset’s retirement on AM.
Similar to property sales, any cash proceeds received in a trade-in are recorded as proceeds of governmental fixed asset disposition (governmental funds) or as fixed asset AR clearing (for proprietary funds); this entry is always made in the Actuals Ledger.  The 5832XX / 1812 balance credited must be offset against the 63XXX/64XXX account balance created when the new asset was added to AM.
 
Detailed information regarding trade-ins can be found in the AM training manual, which can be found on the SABHRS Documentation website.

	Trade-in with a loss:
Assume the following variables:
	Old asset historical cost
	10,000

	Accumulated depreciation
	6,000 

	Book value
	4,000 

	Amount allowed for trade-in
	2,500

	Loss (book value less trade-in)
	1,500

	New asset cost 
	15,000 

	Cash needed (cost less trade-in)
	12,500 



A voucher is created in the Actuals Ledger to pay for the new asset:
	Voucher to pay for equipment (AP Module)
Actuals Ledger

	Debit
	63XXX/
64XXX
	Budgeted fixed asset expense
	12,500

	Credit
	1104
	Cash in Bank
	12,500


The old asset must be retired using the Traded in for another Asset as the “Retire As” option.  The trade-in allowance must be entered in the “Proceeds” box.  

The following entry is created by AM:
	AM-generated Trade In retirement entry
Actuals or Entitywide Ledger depending on fund type

	Debit
	17XX
	Accum Depr
	6,000

	Debit
	1811
	Fixed Asset Clearing (trade-in allowance)
	2,500

	Debit
	62808
	NB Loss on Sale Expense
	1,500

	Credit
	17XX
	Capital asset
	10,000


After the SABHRS processes has been run, the new asset should be added to AM using Trade In as the “Acquisition Code.” 

The following entry is created by AM:
	AM-generated entry to record new asset
Actuals or Entitywide Ledger depending on fund type

	Debit
	17XX
	Capital asset
	15,000

	Credit
Credit
	1811
63XXX/64XXX
	Fixed Asset Clearing (trade-in allowance)
NB Fixed Asset Expense Offset
	2,500
12,500



2. Trade-in of asset when fair market value is greater than the book value of the exchanged asset (boot received)
	Old asset historical cost:
	700,000

	Accumulated depreciation
	230,000

	Book value
	470,000 

	Fair Value
	500,000

	Gain (fair value less book value of asset traded-in)
	30,000

	New item cost
	450,000

	Cash received (Amount allowed for trade-in less new item cost)
	50,000


A journal is created in the Actuals Ledger to receipt the proceeds from the exchange.
	Accounts receivable document to record cash received (boot)
Actuals Ledger

	Debit
	1104
	Cash in Bank
	50,000

	Credit
	5832XX/1812*
	Proceeds from sale of fixed asset/Fixed Asset AR Clearing
	50,000


*Modified accrual funds use 5832XX and full accrual funds use 1812.When capital assets are exchanged in a nonmonetary transaction and boot is received, a partial gain should be recognized.  The recognized gain is calculated as the cash received, divided by the fair value of the exchange.  That proportion is then multiplied by the total gain.  In this example the recognized gain is $3,000:
		Cash			  $50,000
		Fair Value		$500,000
		Proportion		        10% (Cash ÷ Fair Value)
		Total Gain		  $30,000
		Recognized Gain	    $3,000 (Proportion × Total Gain)
The old asset must be retired using the Trade In for another Asset as the “Retire As” option.  The trade-in allowance must be entered in the “Proceeds” box.  The proceeds entered should equal the book value of the asset being retired (including salvage value if applicable) plus the recognized gain calculated above. 

The following entry is created by AM:
	AM-generated Trade In retirement entry
Actuals or Entitywide Ledger depending on fund type

	Debit
	17XX
	Accum Depr
	230,000

	Debit
	1811
	Fixed Asset Clearing (proceeds as calculated)
	473,000

	Credit
	583202/ 550400
	Gov FA Disp Full Acc Gain/Gain Sale Non-Gov Fix Asset – NB 
	3,000

	Credit
	17XX
	Capital asset
	700,000


After the SABHRS process has been run, the new asset should then be added in AM using Trade In as the “Acquisition Code.”  The value of the new asset added to AM should equal the book value of the old asset plus the recognized gain less the boot received:
		Book Value		$470,000
		Recognized Gain	    $3,000
		Boot			 $(50,000)
		New Asset		 $423,000
The procedures for the trade-in of a capital asset, as shown in the AM Manual, must be followed.  The cash received must be entered as a negative number into the cost field.  AM will automatically add the trade-in value to the cost once the old asset ID has been selected. 

 In this example, AM would create the following entry:
	AM-generated entry to record new asset
Actuals or Entitywide Ledger depending on fund type

	Debit
	17XX
	Capital asset
	423,000

	Debit
	63XXX/ 64XXX
	Non-budgeted fixed asset expense offset
	50,000

	Credit
	1811
	Fixed Asset Clearing (proceeds entered on old asset)
	473,000


A general ledger entry is needed to reconcile the gross proceeds amount received with the non-budgeted fixed asset expense (Entitywide Ledger for modified accrual funds/Actuals Ledger for full accrual funds).
	Reconcile fixed asset expense with proceeds amount
Actuals or Entitywide Ledger depending on fund type

	Debit
	583202/ 1812*
	Gov FA Disp Full Acc Gain/NB Gain Sale Non-Gov – NB
	50,000

	Credit
	63XXX/
64XXX
	NB fixed asset expense offset
	50,000


*Modified accrual funds use 5832XX; full accrual funds use 1812.
C. Scrapped Property
When capital assets are scrapped, Scrapped Assets should be selected as the “Retire As” option.  AM will generate all necessary entries to account for the retirement.
D. Lost, Stolen, or Destroyed Property
Misappropriations, actual or suspected, involving State of Montana property must be reported immediately in writing to the Attorney General and the Legislative Auditor (Section 5-13-309(3), MCA.).
For lost, stolen, or destroyed assets, the agency property coordinator must prepare an Asset Management Report of Property Survey form (available on the SFSD forms webpage).
The form must be signed by an authorized agency individual certifying that the information contained in the report is accurate and true.   The original copy of this form will be retained by the agency with additional copies submitted to the Legislative Audit Division and the Attorney General’s Office.  Agencies receiving moneys from insurance payments for property lost, stolen, or destroyed should deposit the proceeds in their appropriate fund.  
Such capital assets should be retired from AM using the appropriate “Retire As” option (Disposal Due to Theft, etc.).  
E. Receipting Insurance Proceeds for Damaged or Destroyed Capital Assets not Repaired
Assets destroyed and not repaired must be retired from AM using Casualty Loss from the “Retire As” menu. The amount of insurance proceeds recorded is limited to the book value of the asset at the time of the retirement to ensure that a gain on sale of asset is not recorded.  Instead, the full amount of proceeds is recorded to 585803 – Insurance Proceeds Current Yr, and then reduced by the book value of the asset (as illustrated in the following).  Once the asset is retired on AM, a GL entry is required to offset the 1812 balance (created by the RET journal) against account 585803. Two example scenarios follow:



Assume that insurance proceeds of $10,000 were received for a wrecked vehicle with a book value of $8,000 (historical cost of $20,000 and accumulated depreciation of $12,000):
	AM generated- To record the original receipt of cash
Actuals Ledger

	Debit
	1104
	Cash in Bank
	10,000

	Credit
	585803
	Insurance Proceeds Current Yr
	10,000



	AM-generated RET journal produced with a Casualty Loss retirement type and proceeds of $8,000
Actuals or Entitywide Ledger depending on fund type

	Debit
	1709
	Accm Depr – Equip
	12,000

	Debit
	1812
	Fixed Asset AR Clearing
	8,000

	Credit
	1704
	Equipment
	20,000



	GL entry required to offset the clearing account balance (previous) and reduce insurance proceeds revenue by the book value of the asset
Actuals or Entitywide Ledger depending on fund type

	Debit
	585803
	Insurance Proceeds Current Yr
	8,000

	Credit
	1812
	Fixed Asset AR Clearing
	8,000



Assume instead that the insurance proceeds were only $7,000
	Record original receipt of cash
Actuals Ledger

	Debit
	1104
	Cash in Bank
	7,000

	Credit
	585803
	Insurance Proceeds Current Yr
	7,000



	AM-generated RET journal produced with a Casualty Loss retirement type and proceeds of $7,000
Actuals or Entitywide Ledger depending on fund type

	Debit
	1709
	Accm Depr – Equipment 
	12,000

	Debit
	1812
	Fixed Asset AR Clearing
	7,000

	Debit
	62808
	NB Loss on Sale Expense
	1,000

	Credit
	1704
	Equipment
	20,000



	GL entry required to offset the clearing account balance (previous) and reduce insurance proceeds revenue by the book value of the asset
Actuals or Entitywide Ledger depending on fund type (same as AM retirement entry)

	Debit
	585803
	Insurance Proceeds Current Yr
	7,000

	Credit
	1812
	Fixed Asset AR Clearing
	7,000



MCX. [bookmark: _Toc451334118]Inventory
An agency must take a complete physical inventory of all capital assets, tagged minor equipment, and sensitive equipment using the inventory listing available from either an asset management system or an automated barcode scanner process.  At a minimum, this inventory must be taken every two years.  
A. General information
Inventories are assets (e.g., supplies, merchandise, etc.) that may be held for use in general operations (account 1804 – Supplies Inventory) or for resale to other state agencies and/or to outside parties (account 1802 – Merchandise Inventory).  The cost of inventories still in production should be recorded in account 1807 – Work-in-Process Inventory.
The FIFO (first-in, first-out) method of valuing inventory should be used for most operations.  Under the FIFO valuation method, goods remaining in inventory at fiscal year-end are reflected at the most recent unit cost amount paid for the item(s).  Inventories should be valued at the lower of cost or market, except for account 1805 – Livestock Inventory.
Livestock held for resale is considered inventory and should be recorded at fair market value at fiscal year-end.  Livestock not held for resale and that has a historical unit cost less than the capitalization threshold is to be expensed.
All purchases of inventory throughout the year should be recorded as expenditures/expenses at the time of purchase. A physical inventory should be taken each year as of June 30 or December 31 for Montana State Fund (MSF).
B. Agency Inventory Plan
The property coordinator will work with management to obtain personnel who are to take the inventory.  The custodian of the property records, or the person to whom the capital assets have been assigned, should not exclusively control the inventory.  Property records should be utilized whenever possible to assist in locating capital asset items.  Inventories should be taken progressively from one small area to another (e.g., a building, one floor at a time, room by room).  All capital assets, tagged minor equipment, and sensitive equipment, should be included in the inventory. 
Personnel conducting the physical inventory should record all data possible on the inventory by location report used to update the asset management system for individual capital asset items. 
Upon completion of the inventory, the asset management system should be updated and accounting entries recorded in AM or GL as necessary.  Inventory records must be retained in the agency files.  Additional documents related to individual property items should be filed with the inventory records.
The frequency of physical inspection and inventory of all capital assets will be determined by each agency's inventory system.  Perpetual capital asset inventory systems, in which records are updated every time a capital asset is purchased/disposed, a physical inventory is required biennially.  Non-perpetual inventory systems require a physical inventory be performed annually near June 30 or December 31 for Montana State Fund (MSF). The annual inventory will insure that the capital assets recorded on AM at fiscal year-end are correctly stated.
While taking inventories, it may be desirable to prepare separate listings of minor, expendable, rental or leased equipment for which tagging or other identification is considered necessary.
1. Missing tags or untagged items
While the physical inventory of capital assets is conducted, attention should be directed to any capital assets without tags.  Sufficient information should be noted so that research of property records can determine if the item needs to be tagged (item was not tagged when placed into service) or retagged (original tag is missing).  
If the untagged item is on the inventory list correctly and a new tag number is assigned to that asset, then adding the tag number is the only adjustment needed to AM.  
2. Inspection of equipment
Equipment should be inspected during the inventory process to determine its condition and the appropriate condition code entered on the inventory listing. If the personnel conducting the inventory suspect that replacement or extensive repairs may be necessary, it should be reported to the custodian of the asset and the agency property coordinator.  Potential asset impairments (as discussed in later sections) should be considered.
3. Reconciliation and adjustments
Capital assets disclosed by the physical inventory should agree with the items as listed on the inventory list.  Discrepancies must be thoroughly investigated and reported to the agency property coordinator.  Any necessary write-offs because of missing capital assets should be documented and submitted to the Legislative Audit Division and the Attorney General.  The Report of Property Survey form may be used for this; it is available on the SAB forms webpage: http://sfsd.mt.gov/SAB/AccountingFormsInfo
Upon completion of the physical inventory, all necessary adjustments should be made to the asset management system to accurately reflect capital asset totals.  If the item was found not to have been included on the asset management inventory list, then the asset must be added to AM using the accurate transaction date (date property was placed in service), as can reasonably be determined. 
The inventories discussed in this section are recorded in the SABHRS GL not AM due to inventory not meeting the definition of a capital asset.
C. Accounting Entries for Recording Inventories
Increases or decreases in inventory values (as compared to the SABHRS balances) should be recorded in the GL module each fiscal year-end.  Both governmental and proprietary funds record the inventory entries in the Actuals Ledger, as shown below:
1. Governmental fund entries
Inventory on hand at fiscal year-end should be recorded as an asset with reservation to fund balance (account 4121: Fund Balance – Inventory) for the total amount.
	To record governmental fund increase in inventory
Actuals ledger

	Debit
	18XX
	Inventory account as required
	

	Credit
	4121
	Fund Balance – Inventory
	



	To record governmental fund decrease in inventory
Actuals ledger

	Debit
	4121
	Fund Balance – Inventory
	

	Credit
	18XX
	Inventory account as required
	


2. Proprietary fund entries
Proprietary funds do not record a reservation to fund balance for inventory.  Instead, the increase or decrease in inventory is generally offset against current year expenditures using a non-budgeted expense account.  The following examples (separately detailed below) are applicable to all proprietary funds, except for the DOA Surplus Property & Recycling Program and the prison ranch program, part of Montana Correctional Enterprises within the Department of Corrections, which is discussed in the following sections:
	To record proprietary fund increase in inventory
Actuals Ledger

	Debit
	18XX
	Inventory account as required
	

	Credit
	62855
	Inventory Adjustment Non-budgeted
	



	To record proprietary fund decrease in inventory
Actuals Ledger

	Debit
	62855
	Inventory Adjustment Non-budgeted
	

	Credit
	18XX
	Inventory account as required
	


3. Surplus Property Fund inventory entries 
Surplus Property should record the following entries, as applicable, at the end of each month:
	To record increase in inventory for Surplus Property Fund
Actuals Ledger

	Debit
	1802
	Merchandise Inventory
	

	Credit
	549002
	Inventory Contributions
	



	To record decrease in inventory for Surplus Property Fund
Actuals Ledger

	Debit
	62855
	Inventory Adjustment-Non-budgeted
	

	Credit
	1802
	Merchandise Inventory
	


MCXI. [bookmark: _Toc451334119]Livestock Accounting Policy
A. Livestock Defined
For purposes of this section, livestock refers to:
1. Animals kept or raised on farms or ranches, such as cattle, horses, pigs, or sheep, with the exception of poultry
2. Livestock is the term used to refer (singularly or plural) to a domesticated animal intentionally reared in an agricultural setting to produce things such as food or fiber, or to provide labor
B. General Overview
The State of Montana maintains livestock primarily at Montana State University (MSU) and Montana Correctional Enterprises (MCE).
MSU livestock is primarily comprised of beef cattle, sheep and horse held for research and educational purposes. Breeding cattle are routinely replaced in the herds by their offspring. Additions and deductions in this manner do not require adjustment to the assets’ value. The asset value is modified only for material changes in the number of head the herd is comprised of (new cattle purchases, or selloffs greater than what has been replaced by heifers). Depending on research protocol and objectives, animals are often kept in the herd for up to ten years.
MCE primarily maintains horses and cattle (beef and dairy) as part of its proprietary ranching operation. The herds include horses utilized for ranching operations, animals kept for production and breeding purposes and animals intended for sale. Animals kept for production purposes can remain in the herd for up to eight years. The only livestock purchases made by MCE are for horses and bulls (both beef and dairy).  The purchase price is utilized for the value of the animal(s) the year of the purchase and per head market value thereafter.
The value of the breeding and production livestock is per head market value.  All livestock values are determined by using livestock auction company data, along with newspapers and the Internet for current market values (by geographical area).  
The value of beef cattle inventory held for sale is estimated using the following formula: animal weight x current market price per pound = unit value x number on hand = current market value.	The value of dairy cattle inventory held for sale is estimated at a per head market value. Donated livestock are recorded at acquisition value (see the Capital Asset Reported Cost section, previously) at time of donation.  
C. Policy and Procedure
1. Accounting for capital livestock
Departments are responsible for keeping detailed records of livestock, conducting annual physical inventories and using information to make any necessary adjustments in the asset management module (AM).
All additions to the capital livestock herd, including purchase and gifts, that have a useful life of greater than one year are capitalized as a part of the herd.
Changes to capital livestock shall be made annually.  The valuation of livestock at fiscal year-end will include the purchased livestock throughout the year and the livestock that have been held for over one year.  The total of these two categories will be combined for the year-end flock or herd value.

	To record capital livestock: donations

	Debit
	1711
	Livestock
	

	Credit
	549003
	Capital Contributions Non-State
	



	To record capital livestock: purchases

	Debit
	63299
	Livestock - General
	

	Credit
	1104
	Cash in Bank
	



	To record capital asset: AM-generated entry when an asset is added to AM.

	Debit
	1711
	Livestock
	

	Credit
	63298
	NB Full Accrual Livestock Offset
	



	To record capital livestock increases

	Debit
	1711
	Livestock
	

	Credit
	583202
	Gen FA Disp Full Acc Gain
	



	To record capital livestock reductions

	Debit
	62808
	FA Loss on Sales/Disposals
	

	Credit
	1711
	Livestock
	




	To record capital livestock sale

	Debit
	1104
	Cash in Bank
	

	Debit
	62808
	FA Loss on Sales/Disposals
	

	Credit
	550400
	Gain on Sale of Fixed Assets
	

	Credit
	1711
	Livestock
	


2. Accounting for non-capital livestock (livestock Inventory)
A physical inventory, performed by the department that manages the livestock, is required on an annual basis.
This inventory is a summary of all livestock (bred, purchased or gifted), and must include the fair market value per head (based on the most likely market for that particular department), the number of head, and the total fair market value of all livestock.
The results of the inventory should be used to record all purchases, gifts or sales of livestock not recorded during the year, as well as any needed valuations adjustments.  Examples of these entries are detailed below.

	To record livestock received as a gift

	Debit
	1805
	Livestock Inventory
	

	Credit
	581400
	Donations	
	



	To record purchased livestock inventory

	Debit
	62xxx
	Operating Expense
	

	Credit
	1104
	Cash in Bank
	



	To record the sale of livestock inventory for Universities

	Debit
	1104
	Cash in Bank
	

	Credit
	550100
	Educ Activity Sales & Service
	



	To record the sale of livestock inventory for MCE

	Debit
	1104
	Cash in Bank
	

	Credit
	553000
	Prison Merchandise Sold
	



	To record annual inventory increases

	Debit
	1805
	Livestock Inventory
	

	Credit
	62884
	Pris Rance Livestock Inventory
	



	To record annual inventory decreases

	Debit
	62884
	Pris Ranch Livestock Inventory
	

	Credit
	1805
	Livestock Inventory
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