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Presenter
Presentation Notes
Narrative: 
Accounting for Capital Assets includes three sessions. 
The first session in the series covered the basics including what is a capital asset, as well as the major classes and the account numbers that relate to capital assets as assigned in the BARS Chart of Accounts. 
The second session was an overview of accounting for additions and deletions of capital assets.
This is the third session in the series. It will assist in completing depreciation schedules and making the required year-end closing adjustments for depreciation expense.

http://sfsd.mt.gov/LGSB

» Purpose of Depreciation: Capitalization aims to ensure that a cost incurred

in the current period for the benefit of multiple periods is equitably
allocated as expense to each of the benefitting periods.

* Depreciation of tangible capital assets
* Amortization of intangible capital assets

> Not all capital assets are depreciated or amortized; Inexhaustible assets
aren’t depreciated, examples include land, historical treasures and some

intangible assets with an indefinite life

» To begin a capitalization process - review these 4 steps:
* Determine the complete cost of the capital asset

* Estimate the capital asset’s useful life
* Select a depreciation method of allocating cost to each benefitting period
proportionate to the benefit received

* Apply the method selected



Presenter
Presentation Notes
Narrative: The capitalization of assets aims to ensure that a cost incurred in the current period for the benefit of multiple periods is equitably allocated as an expense to each of the benefitting periods.  This is true with capital assets when used by the local government in their daily operations. 
Not all capital assets are depreciated or amortized.  Some capital assets are inexhaustible, meaning they don’t lose their value over time. Examples include land, easements and historical treasures – such as works of art.
When starting a capitalization process you may take these four basic steps:
The first step is to determine the true and full cost of capital assets. 
When additions are made, the complete cost of the capital asset should be added.
The second step would be to determine the useful life of the newly acquired capital asset.
The third step is to select a depreciation method to allocate the cost of the capital asset over the benefitting period proportionate to the benefit received. These first three steps were covered in sessions one and two.
The final step is to apply the method selected to depreciate – or allocate the capital outlay expense over time.  
  


* Allocation method:
» Straight-line method:

* Allocates equal amount of depreciation expense
to each period

e Most common method chosen

Or

» Declining method:

* Allocates decreasing amounts to subsequent periods

* Justification of approach: true cost of the capital asset is depreciation expense plus
maintenance expense (the maintenance expense is expected to increase in later years
although the service provided by the capital asset remains the same)

* An option — but very uncommon among governments



Presenter
Presentation Notes
Narrative:  The most commonly used depreciation method is the straight-line method.  This method allocates an equal amount of depreciation expense over the useful life of the capital asset.  
A basic example of straight line depreciation is a $100,000 capital asset with a 10 year life.  The $100,000 would be divided by the useful life of 10 years to allocate depreciation expense of $10,000 over the 10 years the capital asset is expected to be in operation.

There are other depreciation methods that can be used such a declining method. This method is based on the assumption that maintenance on the capital asset will increase in later years so the item’s depreciation expense is higher when the capital asset is new and decreases over time as maintenance and other costs increase. 


Depreciation Schedules:
Choose the schedule right for your local government

* Different Depreciation Schedules are and can be used
among Local Governments
* This presentation will cover the 2 most commonly used schedules

 The number of Depreciation Schedules depends on the number of
Business-type Funds you are reporting. You will report:

* One schedule for all Capital Assets of Governmental Funds

* Sometimes referred to as “General Capital Assets” — this term does not
mean assets owned solely by the General Fund

* When completing Depreciation Schedule for Governmental Capital Assets
the depreciation expense will be split among the major functions on the
Government-wide Statements on the AFR only
(not shown on the fund-level statements)

* One schedule for each Business-type Fund


Presenter
Presentation Notes
Different depreciation schedules are used among Local Governments – 
During this presentation I will cover some of the basics of completing the two most commonly used schedules.

One schedule for all Capital Assets of Government Funds – sometimes referred to as “General Capital Assets” The depreciation expense for governmental capital assets will be split among the major functions on the Government-wide Statements of the AFR only.  The fund level statements of governmental funds will not report depreciation expense.

A separate schedule should be completed for each Business-Type Fund. The fund-level statements of business-type funds will report its capital assets, accumulated allowance for depreciation and annual depreciation expense. 

The number of depreciation schedules a local government has will depend on the number of business-type funds they use. 



Assets will be Reported by Major Class
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Presentation Notes
Narrative: The example on screen includes capital assets of the Governmental Funds divided by major class of capital assets.

The classes represented on this schedule are land;  buildings; improvements other than buildings; and machinery and equipment. 

If you are unclear on the classes of capital assets that will be reported on your depreciation schedule please review session one of this series that recaps the basics of capital assets.


Depreciation Schedule with Lead Sheet -

Depreciation Schedule #1:

depreciation worksheet consists of 3 parts:

Asset listing:
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Presenter
Presentation Notes
Narrative: This is the first of the two depreciation schedules we will cover in this session. 
The depreciation schedule portion of this worksheet consists of three basic parts:
The first part is the asset information – this is where you will input capital assets by major class -  each item will be listed individually in most cases.
The second section is the accumulated and current year’s allowance for depreciation for each capital asset listed. This is figured based upon the estimated useful life of the capital asset.
The third part is the depreciation expense split by major function for governmental funds. This will aid in the preparation of the Annual Financial Report.  Remember depreciation expense is not shown in governmental funds.  


Depreciation Schedule #1 -
Section 1: Capital Asset information

A Y
Expenditure Year Asset
Asset i
D Vet COde = (Major Was
o ]
escrlp Ion Function the depreciation Acquired
expense will be charged as)
: 3 A
MACHINERY &
EQUIPMENT
186000 Enter as a Negative
FY 15 FY 16 FY 16 FY 16 FY 16
v 4 4 _
Expenditure Adjustments/
Description / ltem # Code EY Purchased Original Cost Transfers Additions Disposed Value of F/A
Chevrolet Dump Truck 43 2000 $ 28,000.00 $ 28,000.00
Ford 1/2 T Pickup 43 2010 $ 15,000.00 $ 15,000.00
Mower 46 2012 $ 11,000.00 $ 11,000.00
$
TOTAL
MACHINERY &
EQUIPMENT $ 54,000.00 | $ - |$ - |$ - 13 54,000.00
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Presentation Notes
Narrative: This is a detailed look at the first section of the depreciation schedule that includes the basic capital asset information by item. 
The machinery and equipment depreciation class consists of three capital assets. 
Two vehicles and a mower.  You may want to assign an item number to track the assets if you have multiple assets that are similar.  Or a tag number if capital assets are tagged. 
The first line of the schedule shows a Dump Truck purchased in 2000 for $34,000.
But the schedule only shows $28,000 – why is this?
$28,000 of the purchase price was made from governmental funds.  The other $6,000 was purchased using the water fund.  The remaining $6,000 will be input on the water depreciation schedule and assigned the same useful life as shown on the Governmental Funds Schedule.

Capital assets purchased for over your threshold policy may show up on your depreciation schedule as an amount that appears to be less than your capitalization policy.  This may occur when a capital asset is purchased by multiple funds.  
For example, a $7,500 item may show up on the governmental schedule as $2,500 if it was purchased by the General – Water and Sewer funds in equal proportions.   


Depreciation Schedule #1 -
Section 2: Depreciation Information

Asset

Description

Method —
Straight Line

Estimated
Useful Life

Annual
Depreciation
Expense

ccumulated

epreciation —

beginning of
Year

Current Year
Depreciation
Expense

Total
ccumulated
Depreciation

apital Asset
Net of
ccumulated
Depreciation

MACHINERY & EQUIPMENT
186000
Method of | Estimated Life Annual / FY 15 / FYti |~ FY16 | Gain(Losson Hlﬁ FY 16 l
Depreciation
Depreciation TTL Accum. Depreciation Expense IIL Capital Asset Net of
Description Depreciation | (Years) Expense Depreciation Expense Disposals | pisposal/Sale | Accum.Depreciation | Accum, Depreciation
Chevrolet Dump Truck SIL 10 $ 280000 (5 2800000 (5 $ $ § 2500000 | §
Ford 1/2 T Pickup 51 E 1500.00(§ 9.000.00(§ 150000{§ $ § 1050000 | § 4.500.00
Mower 5L E 1400.00{§ 440000 § 1100.00|§ § § 5.50000| § 5,500.00
SL 1 3 $ 3 3 9 3 9
TOTAL MACHINERY &
EQUIPMENT $§ 540000 % 4140000 | § 260000 | § $ § 44000008 10,0000



Presenter
Presentation Notes
Section two of the depreciation schedule will track the useful life of the capital asset and the annual depreciation as well as the accumulated depreciation. Straight line depreciation divides the purchase price by the useful life to determine the annual depreciation. 
The dump truck purchased in 2000 has a useful life of 10 years, the dump truck is fully depreciated. The Ford ½-T pickup purchased in 2010 for $15,000 has a useful life of 10 years. The annual depreciation is $1,500 or 15,000 divided by 10 years.  The accumulated depreciation at the beginning of the year would be 5 years times 1,500 or $9,000. The annual depreciation is 1,500 so the total accumulated depreciation at year-end would be $10,500 with a remaining or carrying-value of $4,500.  The full value less the accumulated depreciation is the carrying value or capital asset net of accumulated depreciation.


Depreciation Schedule #1 -
Section 3: Annual Depreciation Expense by
Major Function

Expenditure
Allocation by
Major Function

Asset = Expenditure
Description -

/
182000 / DEPRECIA EXPENDITURE ALLOCATJ_O_N/

| | A | 42 | (43 Y| 44 | 45 | (a6 Y| 47 | 48

MACHINERYfi “ e e
EQUIPMENT $ $ -3 -3 - 3 - 3% -3 $
186000 | $ $ -3 - % -3 -3 -3 $
l / $ $ $ - % - % - 8 - % $

Expenditure

Description Code $ $ - $ $ $ - $ - $ $
$ $ - % $ $ - % - 0% $
Chevrolet Dump Truck 43 $ $ $ $ - % -8 $
Ford 1/2 T Pickup 43 $ $ 1,500.00 |$ $ - s $
Mower 46 $ $ - $ $ - 1,100.00| $ $
$ $ $ $ $ - N $

$ -3 - 3 -3 -8 - $ -3 - $
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Presentation Notes
Narrative: The third section of the depreciation schedule uses the expenditure code listed in part 1 to allocate the annual depreciation expense. The current depreciation of the governmental funds will be divided by major function.  
The ½-Ton Pickup is used by the Street department – the major function would be public works or 43.  
The mower is used in the parks – the major function so an expenditure code of 46 for Culture and Recreation would be assigned.  
The annual depreciation expense by major function will be used on the annual financial report to produce the Government-wide Statements.


Depreciation Schedule #1 - Lead Sheet

Example of a Lead Sheet — allows for the comparison of the depreciation schedule
to accounting software beginning balances (if Fund 9000 is updated):

City of Somewhere

Capital Assets Leadsheet NOTE: 1) YELLOW SHADED AREAS ARE INPUT AREAS.

FISCAL YEAR ENDING 2) SALMON SHADED AREAS CONTAIN FORMULAS-DO NOT DELETE
June 30, 2016

Capital Assets I

ENTER
Beginning
Balance Per Per depreciation
Governmental Activities Accounting System Balance schedule
Adjustments/
July 1, 2015 Additions Deletions Transfers June 30, 2016 June 30, 2016 Difference
Capiral assers nor being depreciared:
Land 5 1.00000 | %S - $ = S = $ 1.00000 |3 100000 ]S =
Construction in Progress 3 - 3 - $ - 3 - $ - $ - $ -
Total capital assets not being depreciated S 1.00000 |3 - $ - S - $ 1.000.00 |5 1.00000 |38 -
Capital assets being depreciated:
Capital assets being depreciated:
Buildings 5 76.000.00 | $ - $ = 5 = $ 76.000.00 | S 76.00000 |8 =
Improvements other than buildings bt 4500000 | S - 5 - 5 - 3 4500000 | S 45 00000 | § -
Machinery and equipment 5 54.000.00 | $ - $ = 5 = $ 54.000.00 | S 5400000 | % =
Infrastructure 3 = $ = s = $ = 3 = $ =
$ - $ -
Total capital assets being depreciated $ 175.00000 | § = $ = S = $ 175.00000 | § 175.00000 | § =
negative amount) beginning vear
from prior vears accommulated
ending balance depreciation
Less accumulated depreciation for: lead sheet amounts mmust
Buildings 5 (31.000.000| $ (1.500.00)| $ - $ (32.500.000| 3 (32,500,000 § =
Improvements other than buildings 5 (225000 8 (2.25000) 8 - $ (4.500.000| S {4.500.00) $ =
Machinery and equipment 5 (41.400.000| $ (2.600.00)| $ - $ (44.000.000| 5 (44,000,000 § =
Infrastructure 5 = $ = $ = 3 = $ =
$ - $ -
$ - $ -
Total accumulated depreciation $ (74.650.00)| §  (6.350.00)( S = s = $ (81.000.00)| $ (81,000,000 & =
Total capital assets, depreciable, net 5 10035000 | § (635000 § - 5 - 5 94 00000 | S 9400000 | 8 -
TOTAL GOVERNMENTAL CAPITAL ASSETY] $ 10135000 | S (6.350.00)] S - S = $ 9500000 | 3 9500000 |8 =
Per PY andit/AFR. * ***per Stmt of Net Assets
Difference $ 101,350.00 Difference s 95,000.00
per Fund 2000 after closing adjustments

IS RECORDED IN FUND 9000
COMPARE TO 'TOTAL
GOVERNMENTAL CAPITAL
Difference s 95,000.00 ASSETS, NET (G:45).
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Presentation Notes
Narrative: This depreciation workbook has a lead sheet to reconcile the beginning balances in your software to the information in the depreciation schedule for business-type funds and the governmental funds if Fund 9000 is updated. 
Once you have completed the depreciation schedules, the lead sheet information in the salmon-colored cells will transfer to a Lead Sheet. Enter the beginning balances from Fund 9000 (or the GCAAG ending balances on your prior AFR).
The beginning balances from your software will be input in the yellow cells. 
Repeat this for each Business-type fund. The beginning balances will come from your accounting software for business-type funds.


Depreciation Schedule #1 - Lead Sheet

Example of a Lead Sheet for the Water Fund — allows for the comparison of the
depreciation schedule to accounting software beginning balances and after adjusting
entries are made:

Balance Per

Business-tyvpe Activities Accounting System Balance
Adjustments/
July 1, 2015 Additions Deletions Transfers June 30, 2016
Capital assers nor being depreciated:
Land 3 - 3 = s = g = 3 =
Construction in Progress 3 5000000 | § 20000000 [ 5 - $ = 3 250.000.00
Total capital assets not being depreciated 3 5000000 | S 20000000 | S = 3 = 3 250_000.00
Capital assets being depreciared:
Buildings 3 5.00000 | & - 3 = b = 3 8.000.00
Improvements other than buildings 5 - 5 - 3 - b - s -
Mlachinery and eguipment 5 1350000 | § - 5 - 5 - 3 13.500.00
Sowrce of supplhy 3 - 3 - 3 - 3 - 3 -
P ing plant ) _ [ - 5 = s - 3 =
Treatment plant 5 - 5 - 5 - 3 - 3 -
Transmission and distribution S 12000000 [ 5 - S = b - = 120.000.00
General plant 5 = 5 = ) = $ = s =
Infrastructre 5 = 5 = 3 = 3 = 3 =
Total capital assets being depreciated 3 141 S0000 | S = 3 = % = $ 141.500.00
Less accumilared depreciatiorn _for:
Buildings 3 (E.000.000| S = 3 = 3 = 3 (8.000.00)
Improvements other than buildings 5 - 3 - 3 - 3 - 3 -
Mlachinery and egquipment 3 (2000000 § (1.500.00) S - 3 = 3 (10.500.00)
Sowrce of supply 5 = 5 = 5 = b = 3 =
Pumping plant 5 = 5 = ) = $ = s =
Treatment plant 3 - 3 - 3 - % - s -
Transmission and distribution 3 (7600000 § (3.500.00) S - s = $ (79.500.000)
General plant 5 - 5 - 5 - g - s -
Infrastmcture 3 - 3 - 3 - 3 - 3 -
Total accumulated depreciation 3 (93000003 & (5.000.00)] 5 - 3 - 3 (98.000.00)
Total capital assets. depreciable. net 5 AR 50000 | 5 (5.000.000] 5 = 3 = 3 A3 50000
TOTAL BUSINESS TYPE CAPITAL ASSETS.]1 S 98.500.00 | § 19500000 [ & - 5 - 3 293_.500.00
Per PY andit/AFR 5 98 _S00.00 per Stmt of Wet Assets 5 293 500.00
Difference 5 - Difference $ =



Presenter
Presentation Notes
Narrative: The water fund lead sheet can be compared to the trial balance beginning balances and ending balance after the adjustments are complete.  


Depreciation Schedule #1- Lead Sheet

Lead Sheet includes the current year depreciation expense by function
for Governmental Activities and by Business-type Activities:

Current Year Depreciation Expense by Function Governmental Business-type
Activities Activities Total
General government $ - -
Public safety $ 1,500.00 1,500.00
Public works $ 1,500.00 1,500.00
Public health $ - -
Social and economic services $ . -
Culture and recreation $ 3,350.00 3,350.00
Housing and community development $ - -
Conservation of natural resources $ - -
Water utilities 5,000.00 5,000.00
Sewer utilities -
Solid Waste -
Other -
Total depreciation expense 6,350.00 5,000.00 11,350.00

Per total accumulated depreciation in cell C43
Per total accumulated depreciation in cell C89

(6,350.00)

$ (5,000.00)
Difference $ - $ -
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Presentation Notes
Narrative: Towards the bottom of the lead sheet you will find a schedule that contains the depreciation expense by function for governmental funds and by each business-type fund.
This breakdown of depreciation expense will be useful when preparing the adjusting entries as well as the annual financial report. 
The first column is the governmental depreciation expense.
The second column is for business-type activities.   


®
Example of a Basic Manual Input Depreciation Schedule #2:

Basic Asset
Information — = Expected —) Annual
. Depreciation

Capital Asset
Depreciation —) Accumulated | = Net of

. Depreciation | s Accumulated
Depreciation

-~ Prior
Y Accumulated
Depreciation

Year of Purchase 1 . Useful Life
& Description

by Year

City of Somewhere
GOVERNMENTAL FUNDS CAPITAL ASSETS/DEPRECIATION

=
=] ANNUAL
YEAR OF = EXPECTED DEPR. PRIOR DEPR. DEPR. FYE DEPR. FYE NET CARRYING
PURCHASE % USEFUL LIFE DEPRECIATION TO FYE 2014 | FYE 2014 2015 2016 ACCUM. DEPRE. VALUE
5 (STRAIGHT LINE)
DESCRIPTION [ COST
LAND 1,000.00 N/A 1,000.00
BUILDINGS:
1950 City Hall 41 16,000.00 40.00 400.00 16,000.00 16,000.00 0.00
2006 Fire Hall 42 60,000.00 40.00 1,500.00 12,000.00 1,500.00 1,500.00 1,500.00 16,500.00 43,500.00
TOTAL BUILDINGS 76,000.00 1,200.00 28,000.00 1,500.00 1,500.00 1,500.00 32,500.00 43,500.00
INTANGIBLES/WORKS OF ART:
#DIV/0! 0.00
TOTAL INTANGIBLES/WORKS OF ART 0.00 #DIV/0! 0.00 0.00 0.00 0.00 0.00
IMPROVEMENTS OTHER THAN:
2015 Playground Equipment 45,000.00 20.00 2,250.00 0.00 0.00 2,250.00 2,250.00 4,500.00 40,500.00
#DIV/0! 0.00 0.00
#DIV/0! 0.00 0.00
TOTAL IMPROVEMENTS 45,000.00 #DIV/O! 0.00 0.00 2,250.00 2,250.00 4,500.00 40,500.00
MACHINERY/EQUIPMENT:
2000 Chevrolet Dump Truck 28,000.00 10.00 2,800.00 22,400.00 2,800.00 2,800.00 28,000.00 0.00
2010 Ford 1/2-Ton Pickup 15,000.00 10.00 1,500.00 6,000.00 1,500.00 1,500.00 1,500.00 10,500.00 4,500.00
2012 John Deere Mower 11,000.00 10.00 1,100.00 2,200.00 1,100.00 1,100.00 1,100.00 5,500.00 5,500.00
TOTAL MACHINERY/EQUIP 54,000.00 #DIV/0! 30,600.00 5,400.00 5,400.00 2,600.00 44,000.00 10,000.00
GENERAL INFRASTRUCTURE: 0.00
#DIV/0! 0.00 0.00
TOTAL INFRASTRUCTURE 0.00 #DIV/O! 0.00 0.00 0.00 0.00 0.00 0.00

0.00
TOTALS 176,000.00 #DIV/O! 58,600.00 6,800.00 9,150.00 6,350.00 81,000.00 95,000.00



Presenter
Presentation Notes
Narrative:  This depreciation schedule is a basic straight-line schedule that requires the manual input of annual depreciation.  The schedule contains formulas to assist with the determination of the annual depreciation allowance, it totals the accumulated depreciation and figures the net carrying value. This schedule works best for smaller entities that aren’t recording a long list of capital asset activities.  
It requires a hands-on approach to figure the annual depreciation expense and upkeep of the form.


%asic Depreciation Schedule #2: Depreciation prior to FYxx

4
YEAR OF 2 mmnﬁm“mmmmDm%WWEMMWWEWWEMM%WEWWHWW%MMM
PURCHASE 9 USEFUL LIFE TOFYE20M4 | WYE20M4 | 2015 2016 r 208 2019 P a A SRR VALUE
g (STRAIGHTLIN)
DESCRIPTION 2| cosT
LAND 1,000.00 NIA 1,000.00
BUILDINGS:
1950 City Hall 411600000  40.00 400.00 16,000.00 16,000.00 0.00
2005 Fire Hall 42 60,000.00  40.00 1,500.00 | 12.000.008 150000 150000  1,500.00 | 16500000 | 43500.00]
TOTAL BUILDINGS 76,000.00 190000 2800000 150000 150000  1,500.00 0.00 0.00 0.00 0.00 0.00 000 3250000 4350000

* The Depreciation Schedule includes:
* A column for accumulated depreciation prior to a certain fiscal year
* Inthis example the accumulated depreciation is prior to Fiscal Year 2014

* Nine additional years of annual depreciation
* Annual depreciation can be input for fiscal years 2014 through 2022

* The form is updated at the end of nine years — the accumulated depreciation prior
to year is changed to include the new accumulated depreciation

e The Fire Hall was purchased in 2006 — annual depreciation is $1,500

* Prior to Fiscal Year 2014 - there are 8 years of depreciation

» $1,500 x 8 years of annual depreciation = $12,000 — the amount in Depreciation Prior to
FY14



Presenter
Presentation Notes
Narrative: The basic depreciation schedule includes a column for the accumulated depreciation prior to the a certain year and this information has to be manually updated when the annual depreciation exceeds nine years – the amount of columns available on the form.  In this example the accumulated depreciation is prior to fiscal year 2014. The annual depreciation years run from 2014 through 2022.  Remember – the form says accumulated prior to 2014 so the accumulated total does not include fiscal year 2014.  Once the annual columns are complete – you would go in and change the depreciation accumulated to a different year and include all the depreciation prior to that year.  In this example the fire hall that was purchased in 2006 includes 8 years of annual depreciation prior to fiscal year 2014.  The annual depreciation of $1,500 is multiplied by 8 and the accumulated depreciation is updated to read $12,000.  The annual depreciation for 2014 and 2015 was carried forward into FY2016.  The manual input of $1,500 for fiscal year 2016 bring the fire hall accumulated depreciation to $16,500.  The net carrying value of the fire hall is the $43,500 – the full cost of $60,000 less the total accumulated depreciation of $16,500.  


®)

Another Example of a Basic Depreciation Schedule:

City of Somewhere
GOVERNMENTAL FUNDS CAPITAL ASSETS/DEPRECIATION
=
YEAR OF E EXPECTED DE:::;:‘II_'ION DEPR.PRIOR| DEPR. DEPR. FYE DEPR. FYE laccum. DEPRE NET CARRYING
PURCHASE % USEFUL LIFE TOFYE 2014 | FYE 2014 2015 2016 . i VALUE
] (STRAIGHT LINE)
DESCRIPTION [ COST
LAND 1,000.00 N/A 1,000.00
BUILDINGS:
1950 City Hall 41 1600000  40.00 400.00 | 16,000.00 16,000.00 0.00
2006 Fire Hall 42_60,000.00  40.00 1.500.00  12,000.00 1,500.00  1,500.00 | 1.500.00 650000 43500.00
TOTAL BUILDINGS 76,000.00 1,500.00  28,000.00 1,500.00  1,500.00 0.00 3250000 43,500.00
INTANGIBLES/WORKS OF ART:
#DIV/O! 0.00 0.00
TOTAL INTANGIBLES/WORKS OF ART 0.00 #DIV/O! 0.00____ 0,00 0.00 0.00 0.00 0.00
IMPROVEMENTS OTHER THAN:
2016 Playground Equipment 4500000  20.00 2,250.00 000 000 225000 |2250.00 | [4500.00  40,500.00
#DIV/O! 0.00 0.00
#DIV/O! 0.00 0.00
TOTAL IMPROVEMENTS 45,000.00 #DIV/O! 0.00 000  2250.00  2,250.00 4,500.00  40,500.00
MACHINERY/EQUIPMENT: e *
2000 Chevrolet Dump Truck 28,000.00  10.00 2,800.00 22,400.00 2,800.00  2,800.00 28.000.00 C 000
2010 Ford 1/2-Ton Pickup 1500000  10.00 1,500.00  6,000.00 1,500.00  1500.00 | 1,500.00 10,500.00 4,500.00
2012 John Deere Mower 11,00000  10.00 1,100.00  2,200.00 1,100.00  1,100.00 | 1,100.00 5,500.00 5,500.00
TOTAL MACHINERY/EQUIP 54,000.00 #DIWR 30,600.00 5,400.00  5,400.00 00 44,000.00 10,000.00
GENERAL INFRASTRUCTURE: 0.00
#DIV/O! 0.00 0.00
TOTAL INFRASTRUCTURE 0.00 #DIV/O! 000 _ 0.00 0.00 0.00 0.00 0.00
0.00
TOTALS 176,000.00 #DIV/0! 58,600.00 6,900.00  9,150.00 _ 6,350.00 81,000.00 95,000.00



Presenter
Presentation Notes
Narrative: The annual allowance for depreciation is updated manually in the column for the current fiscal year.  In this example, we are inputting the annual depreciation for FY2016.  The number to input in the fiscal year column will be taken from the annual depreciation – straight line column.  
The blue arrows show the Fire Hall annual depreciation is $1,500 – the amount will be input manually in the Depreciation FYE 2016 column.  Once the number is input – the formula in the Accumulated Depreciation Column will update as well as the Net Carrying Value Column.  
The red boxes and arrows show examples of capital assets where the Net Carrying Value is 0 – the capital asset is fully depreciated and annual depreciation should not be continued.  The City Hall building has a carrying value of 0  - it is fully depreciated as well as the Chevrolet Dump Truck.  
In the examples - the actual useful lives of the capital assets has proven be to longer than the estimated useful life assigned to the capital assets.  This should be taken into consideration when assigning an estimated useful life to new capital assets in the future.
  


omponents of the Basic Depreciation Schedule #2:

City of Somewhere
GOVERNMENTAL FUNDS CAPITAL ASSETS/DEPRECIATION
=
YEAR OF E EXPECTED DEPA:I?Cl:—Il:'IﬁON DEPR. PRIOR DEPR. DEPR. FYE DEPR. FYE ACCUM. DEPRE NET CARRYING
PURCHASE % USEFUL LIFE TO FYE 2014 | FYE 2014 2015 2016 . . VALUE
5 (STRAIGHT LINE)
DESCRIPTION [ COST
LAND 1,000.00 N/A 1,000.00
BUILDINGS:
1950 City Hall 41 16,000.00 40.00 400.00 16,000.00 16,000.00 0.00
2006 Fire Hall 42 60,000.00 40.00 1,500.00 12,000.00 1,500.00 1,500.00 1,500.00 16,500.00 43,500.00
TOTAL BUILDINGS I 76,000.00 1,900.00 28,000.00 1,500.00 1,500.00 I 1,500.00 I 32,500.00 43,500.00
INTANGIBELES/WORKS OF ART:
#DIV/0! 0.00 0.00
TOTAL INTANGIBLES/WORKS OF ART 0.00 #DIV/0! 0.00 0.00 0.00 0.00 0.00 0.00
IMPROVEMENTS OTHER THAN:
2015 Playground Equipment 45,000.00 20.00 2,250.00 0.00 0.00 2,250.00 2,250.00 4,500.00 40,500.00
#DIV/0! 0.00 0.00
#DIV/0! 0.00 0.00
I TOTAL IMPROVEMENTS I 45,000.00 #DIV/0! 0.00 0.00 2,250.00 I 2,250.00 I 4,500.00 40,500.00
| S—
MACHINERY/EQUIPMENT:
2000 Chevrolet Dump Truck 28,000.00 10.00 2,800.00 22,400.00 2,800.00 2,800.00 28,000.00 0.00
2010 Ford 1/2-Ton Pickup 15,000.00 10.00 1,500.00 6,000.00 1,500.00 1,500.00 1,500.00 10,500.00 4,500.00
2012 John Deere Mower 11,000.00 10.00 1,100.00 2,200.00 1,100.00 1,100.00 1,100.00 5,500.00 5,500.00
#DIV/0! r— 0.00 0.00
I TOTAL MACHINERY}'EQUIPI 54,000.00 #DIV/0! 30,600.00 5,400.00 5,400.89 I 2,600.00 I 44,000.00 10,000.00
GENERAL INFRASTRUCTURE: 0.00
#DIV/0! 0.00 0.00
TOTAL INFRASTRUCTURE 0.00 #DIV/0! 0.00 0.00 0.00 0.00 0.00 0.00
TOTALS — 176,000.00 MO! 58,600.00 6,900.00 9,150.00 6,350.00 81,000.000 = 95,000.00
2 ||

Annual Annual
Depreciation Depreciation
by Class in total

al capital Net Carrying

assets Value



Presenter
Presentation Notes
Narrative: Once the depreciation schedule is updated, the annual depreciation by class can be used to prepare the adjusting entries using a blank journal voucher form or the format you use.
This example shows the key elements of the depreciation schedule:
The total capital assets is the original cost of all capital assets in total.
The annual allowance for depreciation is shown by major class outlined by the blue boxes.
The total depreciation expense for all major classes is shown in the green box.
The grey box shows the total of the accumulated depreciation – it is shown in total and by major class.
The mustard colored box is the net carrying value of the capital assets – it is shown by major class and in total.  
To review: The total capital assets in the orange box less the grey box or accumulated depreciation should equal the mustard box – or net carrying value of the capital assets.


omponents of the Basic Depreciation Schedule #2:

City of Somewhere

GOVERNMENTAL FUNDS CAPITAL ASSETS/DEPRECIATION

=
(=] ANNUAL
YEAR OF i~ EXPECTED DEPR. PRIOR DEPR. DEPR. FYE DEPR. FYE NET CARRYING
PURCHASE % USEFUL LIFE DEPRECIATION TO FYE 2014 | FYE 2014 2015 2016 ACCUM. DEPRE. VALUE
5 (STRAIGHT LINE)
DESCRIPTION [ COST
LAND 1,000.00 N/A 1,000.00
BUILDINGS:
1950 City Hall 41 16,000.00 40.00 400.00 16,000.00 16,000.00 0.00
2006 Fire Hall 42 60,000.00 40.00 1,500.00 12,000.00 1,500.00 1,500.00 1,500.00 16,500.00 43,500.00
I TOTAL BUILDINGS l 76,000.00 1,200.00 28,000.00 1,500.00 1,500.00 I 1,500.00 I 32,500.00 43,500.00
INTANGIBLES/WORKS OF ART:
#DIV/0! 0.00 0.00
TOTAL INTANGIBLES/WORKS OF ART 0.00 #DIV/0! 0.00 0.00 0.00 0.00 0.00 0.00
IMPROVEMENTS OTHER THAN:
2015 Playground Equipment 45,000.00 20.00 2,250.00 0.00 0.00 2,250.00 2,250.00 4.,500.00 40,500.00
#DIV/0! 0.00 0.00
#DIV/0! 0.00 0.00
I TOTAL IMPROVEMENTS | 45,000.00 #DIV/0! 0.00 0.00 2,250.00 I 2,250.00 I 4,500.00 40,500.00
——
MACHINERY/EQUIPMENT:
2000 Chevrolet Dump Truck 28,000.00 10.00 2,800.00 22,400.00 2,800.00 2,800.00 28,000.00 0.00
2010 Ford 1/2-Ton Pickup 15,000.00 10.00 1,500.00 6,000.00 1,500.00 1,500.00 1,500.00 10,500.00 4,500.00
2012 John Deere Mower 11,000.00 10.00 1,100.00 2,200.00 1,100.00 1,7100.00 1,100.00 5,500.00 5,500.00
#DIV/0! r— 0.00 0.00
I TOTAL MACHINERY/EQUIP I 54,000.00 #DIV/0! 30,600.00 5,400.00 5,400.00 I 2,600.00 I 44,000.00 10,000.00
GENERAL INFRASTRUCTURE: 0.00
#DIV/0! 0.00 0.00
TOTAL INFRASTRUCTURE 0.00 #DIV/0! 0.00 0.00 0.00 0.00 0.00 0.00
0.00
TOTALS 176,000.00 #DIV/0! 58,600.00 6,800.00 9,150.00 6,350.00 81,000.00 95,000.00
Total Annual
Depreciation

Expense



Presenter
Presentation Notes
Narrative: The annual depreciation expense adjustment will be completed by major class of capital assets. 
On screen is the Governmental Capital Assets Depreciation Schedule. 
The total of the annual depreciation expense is shown by the green box is $6,350. 
The total amount is made up by the major classes shown in blue boxes:
The Buildings annual depreciation  expense is $1,500; 
Improvements other than Buildings annual depreciation expense is $2,250; 
and Machinery & Equipment annual depreciation expense will be adjusted by $2,600


“Annual Adjustment to Allowance for Depreciation:

e The City of Somewhere updates Fund 9000 for their Governmental

Capital Assets

City of Somewhere

GOVERNMENTAL FUNDS CAPITAL ASSETS/DEPRECIATION

=
=1 ANMNUAL
EXPECTED DEPR. PRIOR DEPR. DEPR. FYE DEPR. FYE L NET CARRYING
E USEFUL LIFE thPRIE::_:?Eﬁ:} TO FYE 2014 | FYE 2014 2015 20186 FEUM. DEPRE. VALUE
DESCRIPTION @ COST
LAND 1.000.00 INFA 1,000.00
BUILDINGS:
City Hall 41 16,000.00 40.00 400.00 16,000.00 16,000.00 0.00
Fire Hall 42 60,000.00 40.00 1,500.00 12,000.00 1,500.00 1,500.00 1,500.00 16,500.00 43,500.00
ITOTAL BUILDINGS I 76,000.00 1,900.00 28,000.00 1,500.00 1,500.00 I 1,500.00' 32,500.00 43,500.00
C—
IMPROVEMENTS OTHER THAN:
Flayground Equipment 45,000.00 20.00 2,250.00 0.00 0.00 2,250.00 2,250.00 4,500.00 40,500.00
#DIv/O! 0.00 0.00
#DIV/0! 0.00 0.00
TOTAL IMPROVEMENTS 45,000.00 #DIv/o! 0.00 0.00 2,250.00 2,250.00 4,500.00 40,500.00
MACHINERY/EQUIPMENT:
Chevrolet Dump Truck 28,000.00 10.00 2,800.00 22,400.00 2,800.00 2,800.00 28,000.00 0.00
Ford 1/2-Ton Pickup 15,000.00 10.00 1,500.00 &,000.00 1,500.00 1,500.00 1,500.00 10,500.00 4,500.00
John Deere Mower 11,000.00 10.00 1,100.00 2,200.00 1,100.00 1,100.00 1,100.00 5,500.00 5,500.00
#DIwv/o! 0.00 0.00
TOTAL MACHINERY/EQUIP 54,000.00 #DIV/0! 30,600.00 5,400.00 5,400.00 2,600.00 44,000.00 10,000.00
0.00
TOTALS 176,000.00 #DIV/0! 58,600.00 6,900.00 9,150.00 6,350.00 81,000.00 95,000.00

* A Journal Voucher Adjustment will be prepared:

9000 — 280000 Investment in Capital Assets

9000 — 182100 Allowance for Depreciation — Buildings

9000 — 184100 Allowance for Depreciation — Other than Buildings
9000 — 186100 Allowance for Depreciation — Machinery & Equipment

Debit
6350

Credit

1,500
2,250
2,600



Presenter
Presentation Notes
Narrative: In this example the City of Somewhere updates fund 9000 annually to track all of their Governmental Capital Assets. 
Fund 9000 is not required but it is an option to track the capital assets and the accumulated depreciation of governmental funds. 
A journal voucher adjustment will be prepared and input in their accounting software to updated Fund 9000.  
The allowance for depreciation is divided and input by the capital asset major class as a credit 
The offsetting debit will be made to Investment in Capital Assets.
The depreciation expense will be used to prepare the Government-wide Statements but it is not shown in the fund-level statements for Governmental Capital Assets.    


®)

Annual Adjustment to Allowance for Depreciation:

e The City of Somewhere reports Capital Assets in their Water Fund

Buidings § (8.000.00)| $ - s § (8,000.00)| § (8.000.00)

; S $ - s _
Machinery and equipment i § (9.000.00)] § (1.500.00)| b S (10500.00)§ (10,500.00)
Source of supply § - |$ § - IS =
Pumping plant S - |§ § §

—Treatment plaat S 5 - s i
Transmission and distribution $ (76.000.00)| § 350000 b $ (79.500.00)| $ (79.500.00)
General plant § - |$ § - |$ -
Infrastructure $ i $ $

§
g -

Total accumulated depreciation § (93,000.00) (5,000.00) - s 5 (98000008 (98,000.00)

TOTAL WATER FUND CAPITAL ASSETS, NET § 9850000 § 19500000 § - S - S 29350000 $ 293.500.00
* The Journal Voucher Adjustment for a Business-type Fund:

Fund Account Debit Credit
5210 - 430500 — 830 — Depreciation Expense 5000
5210 - 186100 Allowance for Depreciation — Machinery & Equipment 1,500

5210 - 189410 Allowance for Depreciation — Transmission & Distribution 3,500



Presenter
Presentation Notes
Narrative: The City of Somewhere also reports capital assets in their Water Fund. A journal voucher adjustment will be prepared and input in their accounting software.  The adjustment in business-type funds differs slightly from adjustments for governmental capital assets The allowance for depreciation is made by the capital asset class as a credit – the offsetting debit will be made to depreciation expense. The water department expense account for the City of Somewhere will be account number 430500 – Water utilities and the object code is 830 – depreciation expense.    


Sinformation to complete the Annual Financial Report:

* Governmental Capital Assets Accounting Group — GCAAG — Showing
Allowance for Depreciation & Depreciation Expense by Major Function:

CITY OF SOMEWHERE
GOVERNMENTAL FUNDS CAPITAL ASSETS
FISCAL YEAR ENDING JUNE 30, 2016

Adjustments for

ACCOUNT BALANCE inventory/prior BALANCE

NUMBER ACCOUNT DESCRIPTION July 1, 2015 DEBITS CREDIT year depreciation June 30, 2016
181000 LAND 1,000.00 1,000.00
188000 CONSTRUCTION IN PROGRESS 0.00
182000 BUILDINGS 76,000.00 76,000.00
182100 ALLOWAMNCE FOR DEPRECIATION (31,000.00) 1,500.00 (32,500.00)
183000 INTAMNGIBLES/WORKS OF ART 0.00 0.00
183100 AMORTIZATION/ALLOW. FOR DEPRECIATION 0.00
184000 IMPROVEMENTS OTHER THAN BUILDINGS il 45,000.00 45,000.00
184100 ALLOWAMNCE FOR DEPRECIATION (2,250.00) 2,250.00 (4,500.00)
186000 MACHINERY & EQUIPMENT r 54,000.00 54,000.00
186100 ALLOWAMNCE FOR DEPRECIATION (41,400.00) 2,600.00 (44,000.00)
187000 INFRASTRUCTURE 0.00
187100 ALLOWANCE FOR DEPRECIATION 0.00

TOTAL ASSETS 101,350.00 0.00 5,350.00 0.00 95,000.00
DEPRECIATION EXPENSE:

410000830 GEMNERAL GOVERNMEMT 0.00 0.00
420000830 PUBLIC SAFETY 0.00 1,500.00 1,500.00 0.00
430000830 PUBLIC WORKS 0.00 1,500.00 1,500.00 0.00
440000830 PUBLIC HEALTH 0.00 0.00
450000830 SOCIAL/ECONOMIC SERVICES 0.00 0.00
460000830 CULTURE AND RECREATION 0.00 3,350.00 3,350.00 0.00
470000830 HOUSING/COMMUNITY DEVELOPMENT 0.00 0.00
480000830 CONSERVATION OF NATURAL RESOURCES 0.00 0.00
UNALLOCATED DEPRECIATION 0.00 0.00
TOTAL DEPRECIATION EXPENSE 0.00 5,350.00 ( 6.35000) 0.00 0.00

AS— A -
280000 INVESTMENT IN GENERAL CAPITAL ASSETS 101,350.00 5,350.00 0.00 0.00 95,000.00
TOTAL 101.350.00 6,350.00 0.00 0.00 95,000.00

MOTE: At year end, the depreciation expense would be closed into the equity account (280000 Investment in General Capital Assets) and new purchases/acquisitions
and/or sales/disposals would be recorded.



Presenter
Presentation Notes
Narrative: Governmental Capital Assets will be reported and updated using the Governmental Capital Assets Accounting Group or GCAAG of the Annual Financial Report.
Once you have determined the annual allowance for depreciation and depreciation expense by major function you will update the GCAAG. 
The beginning balance on the form should be the totals by major class as reported on the prior year’s annual report as ending balances.
Updates should be made for additions and deletions of capital assets and allowance for depreciation as well as any audit adjustments made after the prior year’s report was prepared.
Input the annual allowance for depreciation as a credit.  It is shown in the blue box on the example.
You will then input the depreciation expense by major function. This is shown in the orange box and should be entered as a debit and a credit. Once completed – this amount will transfer to the OP Conversion of the Annual Financial Report. The depreciation expense by major function would not be adjusted as part of your journal voucher. Depreciation Expense is not shown in the governmental funds and it also would not be recorded in Fund 9000. 
The total of the allowance for depreciation should tie to the total depreciation expense as illustrated by the blue arrow. 



Adjustment for capital asset addition/deletion:

e Capital Asset Purchase with Trade-in — Governmental Funds:
* The 2000 Chevrolet Dump Truck was traded on a new truck

* A 2016 Dodge was purchased for $44,000 with a trade-in allowance of
$1,000 on the Chevrolet Dump Truck

Capital Asset Purchase with Trade-in: Debit Credit
9000 — 186100 — Allowance for Depreciation — Machinery & Equipment 28,000
9000 — 186000 — Machinery & Equipment - 28,000
9000 — 186000 — Machinery & Equipment 44,000

9000 — 280000 — Investment in Capital Assets 44,000



Presenter
Presentation Notes
Narrative: The Town of Somewhere purchased a 2016 Dodge Dump Truck.  The 2000 Chevrolet Dump Truck was taken in on trade.  The City paid $44,000 in cash and received a $1,000 trade-in allowance for the Chevy truck.  The purchase price of the 2016 truck is the $44,000 cash.  The Chevrolet Dump Truck was fully depreciated. When there is a trade-in when purchasing a similar asset, no gain or loss is recognized.   

This journal voucher adjustment shows the deletion of the Chevrolet Dump Truck and the accumulated depreciation of $28,000 is also removed. The capital asset account has a debit balance so it is credited to reduce the total.  
Allowance for depreciation is a contra-asset account that reports a normal credit balance. To reduce the allowance for depreciation it is debited.
   
The City paid $44,000 in cash and received a $1,000 trade-in allowance for the Chevy truck.  
The second journal voucher adjustment shows the addition of the 2016 Dump Truck for $44,000 – the $44,000 paid by claim.  The $1,000 trade-in allowance will not be shown. 


Sinformation to complete the Annual Financial Report:

e Capital Asset Purchase with Trade-in - continued:
 The 2000 Chevrolet Dump Truck was traded on a new truck

e A 2016 Dodge was purchased for $44,000 with a trade-in allowance of
$1,000 on the Chevrolet Dump Truck

CITY OF SOMEWHERE
GOVERNMENTAL FUNDS CAPITAL ASSETS/DEPRECIATION

=
o ANNUAL
R SEEETED, | cerEcon 05 TR S | 07 | BRI | e | MTCATEIG
DESCRIPTION [ COST
LAND 1,000.00 N/A 1,000.00
BUILDINGS:
1950 City Hall 41 16,000.00 40.00 400.00 16,000.00 16,000.00 0.00
2006 Fire Hall 42 60,000.00 40.00 1,500.00 12,000.00 1,500.00 1,500.00 1,500.00 16,500.00 43,500.00
TOTAL BUILDINGS 76,000.00 1,900.00 28,000.00 1,500.00 1,500.00 1,500.00 32,500.00 43,500.00
IMPROVEMENTS OTHER THAN:
2015 Playground Equipment 45,000.00 20.00 2,250.00 0.00 0.00 2,250.00 2,250.00 4,500.00 40,500.00
1.00 0.00 0.00 0.00
TOTAL IMPROVEMENTS 45,000.00 2,250.00 0.00 0.00 2,250.00 2,250.00 4,500.00 40,500.00
MACHINERY/EQUIPMENT:
2000 Chewrolet Dump Truck 0.00 0.00
2010 Ford 1/2-Ton Pickup 15,000.00 10.00 1,500.00 6,000.00 1,500.00 1,500.00 1,500.00 10,500.00 4,500.00
2012 John Deere Mower 11,000.00 10.00 1,100.00 2,200.00 1,100.00 1,100.00 1,100.00 5,500.00 5,500.00
| 2016  Dodge Dump Truck 44,000.00 15.00 | 2.933.33 293333 293333 5,866.66 38,133.34
TOTAL MACHINERY/EQUIP 70,000.00 5,533.33 8,200.00 2,600.00 5,533.33 5,533.33 21,666.66 48,133.34

TOTALS 192,000.00 9,683.33 36,200.00 4,100.00 9,283.33 9,283.33 58,866.66 133,133.34



Presenter
Presentation Notes
Narrative: When the Town of Somewhere purchased the new Dump Truck they only paid $44,000 through the claims process. The 2000 Chevrolet Dump Truck was taken in on trade and a $1,000 allowance was given for the old truck. 
The old truck was fully depreciated and had no carrying-value. 
The City should add the cost of the new capital asset to their schedule. The example shows the addition of $44,000 to the machinery and equipment major class of their governmental funds depreciation schedule.   


Adjustment for capital asset addition/deletion:

e Capital Asset Purchase with Trade-in: Debit Credit
9000 — 186100 — Allowance for Depreciation — Machinery & Equipment 28,000
9000 — 186000 — Machinery & Equipment - 28,000
9000 — 186000 — Machinery & Equipment 44,000
9000 — 280000 — Investment in Capital Assets 44,000

CITY OF SOMEWHERE
GOVERNMENTAL FUNDS CAPITAL ASSETS/DEPRECIATION

=
o ANNUAL
e D0, | oerneciaon S LR oI | DETRITE | OFTRTE | sccun peene | VTS
DESCRIPTION o COST
LAND 1,000.00 N/A 1,000.00
BUILDINGS:
1950 City Hal 41 16,000.00  40.00 400.00  16,000.00 16,000.00 0.00
2006 Fire Hall 42_60,000.00  40.00 1,500.00 12,000.00 1,500.00  1,500.00  1,500.00 16,500.00  43,500.00
TOTAL BUILDINGS 76,000.00 1,900.00 28,000.00 1,500.00  1,500.00 _ 1,500.00 32,500.00  43,500.00
IMPROVEMENTS OTHER THAN:
2016 Playground Equipment 4500000  20.00 2,250.00 000 000 225000  2250.00 4,500.00  40,500.00
1.00 0.00 0.00 0.00
TOTAL IMPROVEMENTS 45,000.00 2,250.00 000 000 2250.00  2,250.00 4,500.00  40,500.00
MACHINERY/EQUIPMENT:

2000 Chewolet Dump Truck - 0.00 0.00]
2010 Ford 1/2-Ton Pickup 15,00000  10.00 1,500.00  6,000.00 1,500.00  1,500.00  1,500.00 10,500.00 4,500.00
2012___ John Deere Mower 11,000.00 ___10.00 1,100.00  2,200.00 1,100.00  1,100.00  1,100.00 5,500.00 5,500.00
| 2016___Dodae Dump Truck 4400000 1500 | 2,933.33 293333  2933.33 5,866.66 38,133.34

TOTAL MACHINERY/EQUIP 70,000.00 5533.33  8,200.00 2600.00  5533.33  5533.33 21,866.66 48,1333

TOTALS 192,000.00 9,683.33 36,200.00 4,100.00 9,283.33 9,283.33 58,866.66 133,133.34



Presenter
Presentation Notes
Narrative: The vehicle that was taken as trade-in should be removed from the Governmental Funds Capital Asset Depreciation Schedule.  The example shows the removal of the old Chevrolet dump truck, the original cost and accumulated depreciation is removed. 


Sinformation to complete the Annual Financial Report:

* Governmental Capital Assets Accounting Group — GCAAG shows the
additional and deletion of the dump trucks:

CITY OF SOMEWHERE
GOVERNMENTAL FUNDS CAPITAL ASSETS
FISCAL YEAR ENDING JUNE 30, 2016

Adjustments for

ACCOUNT BALANCE assets/prior BALANCE
NUMBER ACCOUNT DESCRIPTION July 1, 2015 DEBITS CREDIT year depreciatior June 30, 2016
181000 LAND 1,000.00 1,000.00
188000 CONSTRUCTION IN PROGRESS 0.00
182000 BUILDINGS ¥6,000.00 ¥6,000.00
182100 ALLOWANCE FOR DEPRECIATION (31,000.00) 1,500.00 (32,500.00)
183000 INTANGIBLES/MWORKS OF ART 0.00 0.00
183100 AMORTIZATION/ALLOW. FOR DEPRECIATION 0.00
184000 IMPROVEMENTS OTHER THAN BUILDINGS i 45,000.00 45,000.00
184100 ALLOWANCE FOR DEPRECIATION (2,250.00) 2,250.00 (4,500.00)
186000 MACHINERY & EQUIPMENT i 99,000.00 44 000.00 (28,000.00) 115,000.00
186100 ALLOWANCE FOR DEPRECIATION (41,400.00) 28,000.00 553333 (18,933.33)
187000 INFRASTRUCTURE 0.00
187100 ALLOWANCE FOR DEPRECIATION 0.00
TOTAL ASSETS 146,350.00 72,000.00 9,283.33 (28,000.00) 181,066.67

DEPRECIATION EXPENSE:

410000830 GEMNERAL GOVERNMENT 0.00 0.00
420000830 PUBLIC SAFETY 0.00 1,500.00 1,500.00 0.00
430000830 PUBLIC WORKS 0.00 7 4,433.33 | 4.433.33 0.00
440000830 PUBLIC HEALTH 0.00 0.00
450000830 SOCIAL/ECONOMIC SERVICES 0.00 0.00
460000830 CULTURE AND RECREATION 0.00 3,350.00 7 3,350.00 0.00
470000820 HOUSING/COMMUNITY DEVELOPMENT 0.00 0.00
480000830 CONSERWVATION OF NATURAL RESOURCES 0.00 0.00
UNALLOCATED DEPRECIATION 0.00 0.00
TOTAL DEPRECIATION EXPENSE 0.00 9,283.33 9,283.33 0.00 0.00
280000 INVESTMENT IN GENERAL CAPITAL ASSETS 146.350.00 9.283.33 72.,000.00 (25.000.00) 181.066.67

TOTAL 146,350.00 9,283.33 72,000.00 (28,000.00) 181,066.67



Presenter
Presentation Notes
Narrative: The Governmental Capital Assets Accounting Group of (GCAAG) of the Annual Financial Report shows the addition of the new truck as well as the deletion of the 2000 Chevrolet that was taken in as a trade.  
The major class of Machinery & Equipment shows adjustments of  the $28,000 original cost of the truck as a credit or it can be shown as an adjustment and the accumulated depreciation was removed as a debit to the Machinery & Equipment Allowance for Depreciation Account.
The addition of the new truck is shown as a debit to machinery & equipment.  


®)

Adjustment for capital asset addition/deletion:

e Capital Asset Purchase with Trade-in:
* |f the Capital Asset purchase was in a Business-type Fund the accounting
would differ slightly
* The first entry to remove the trade-in is the same
* The second entry would reverse the entry for capital outlay if an expense was
shown during the claims process —
* A gain would not be recognized for the trade-in allowance

Capital Asset Purchase with Trade-in: Debit  Credit
5210 — 186100 — Allowance for Depreciation — Machinery & Equipment 28,000

5210 — 186000 — Machinery & Equipment - 28,000
5210 - 186000 — Machinery & Equipment 44,000

5210 —430500-900 - Capital Outlay 44,000



Presenter
Presentation Notes
Narrative: if the purchase and trade-in was made in a business-type fund the adjusting entry would differ slightly.
The first entry to remove the trade-in would be similar.  It would be made within the business-type fund.  In this example the water department shows the credit to machinery and equipment and a debit to the allowance for depreciation.

If the capital outlay was shown as an expense in the claims process an adjusting entry would be made to reverse the capital outlay and add the capital asset in the business-type fund.
The machinery and equipment account would be increased by the total cost of the new truck – or $44,000.
The capital outlay made through the claims process would be reversed or credited for $44,000.
A gain would not be recognized for the trade-in allowance.


Depreciation - Recap

v'Review the depreciation schedule for additions or deletions
* Make necessary revisions to the depreciation schedule

v'Use a consistent methodology from year to year

v'Determine the annual allowance for depreciation by major
class of capital asset

v'"Make the annual allowance for depreciation adjustment in
your accounting software at year-end
* Fund 9000 if applicable
e Each Business-type Fund

v"Compare your accounting software balances to the annual
financial report balances
* Make any necessary corrections



Presenter
Presentation Notes
Narrative:
The depreciation process from start to finish should be reviewed on an annual basis.
The first step is to review the capital assets listed on the depreciation schedule before figuring the current year depreciation schedule.  Update the schedule for additions and deletions. Remember to also update the allowance for depreciation when removing an item.
Use a consistent method from year to year. Follow your capital asset threshold policy when adding capital assets and determining a useful life.
Figure the current year allowance for depreciation by individual capital asset, by major class and in total.
Make the required year-end adjustments to your accounting software – in Fund 9000 if applicable and to each Business-type Fund individually.
Once you have made the adjustments in your accounting software – review the ending balances and compare to your depreciation schedule to check to ensure the adjustments were made correctly.




Accounting for Capital Assets

If you have questions after reviewing this series of presentations on
Account for Capital Assets contact the Local Government Services Bureau

Accountant that covers your area
http://sfsd.mt.gov/SFSDContacts#LGSB
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Presenter
Presentation Notes
Narrative: Thank you for participating in the series of presentations on Accounting for Capital Assets.
If you have questions that weren’t covered in the series please contact the Local Government Services Bureau accountant that covers your area.  Please refer to the map above and then visit our website at the link provided.




http://sfsd.mt.gov/SFSDContacts#LGSB
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