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FINANCE: ASSET MANAGEMENT POLICY
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OVERVIEW

Capital assets are tangible and intangible assets that are used in operations and that
have initial useful lives that extend beyond a single reporting period. They include land,
land improvements, easements, buildings and improvements, equipment, and works of
art and historical treasures.

DEFINITIONS

Buildings - All permanent structures. The cost of an improvement (betterment) can be
added to the cost of the related structure. The same is true of restoration costs following
a capital asset impairment. Improvements and restoration costs shall be capitalized
over the estimated useful life of the improvement.

Capital Asset - A tangible or intangible asset held by a financial reporting entity for use
in its operations that have an estimated useful life greater than two reporting periods.
Intangible assets, whether purchased, internally produced, licensed, or obtained by way
of a non-exchange transaction includes such items as computer software, mineral
rights, water or timber rights, patents, or trademarks. Capital Assets include land,
improvements to land, easements, buildings, building improvements, vehicles,
machinery, equipment, works of art and historical treasures, infrastructure, and all other
tangible or intangible assets that are used in operations and that have initial useful lives
extending beyond two years.

Infrastructure - Long lived capital assets that are normally 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. The cost of buildings associated with
infrastructure should be reported separately as buildings rather than as a part of the
cost of the infrastructure. The one exception are buildings that are purely ancillary to a
network or subsystem of infrastructure. For example road maintenance structures such
as shops and garages associated with the highway system and water pumping stations
associated with water systems.

Land - The cost of land should include its acquisition price and the cost of initially
preparing the land for its intended use, provided that those preparations have an
indefinite useful life. Land is frequently closely associated with some other asset (land
under buildings), and as such, it shall always be treated separately.

Improvement (betterment) - An improvement which provides additional value. Such
added value is achieved by either: (1) lengthening a capital asset’s estimated useful life;
or (2) increasing a capital asset’s ability to provide service (i.e. greater effectiveness or
efficiency).




Improvements other than buildings - Permanent non-movable improvements other than
buildings that add value to land but do not have an indefinite useful life. Examples
include fences, retaining walls, parking lots, and most major landscaping.

Machinery & Equipment - All vehicles, furnishings, equipment, electronics, and heavy
equipment, and similar moveable items. (Furnishings can be capitalized only when it is
related to a major improvement or when a building is placed into service. Annual
replacements of furnishings due to wear and tear, is not capitalizable).

Repairs & Maintenance - Retain value rather than provide additional value, are not
capitalized and must be reported as expense of the period in which incurred.

CAPITALIZATION

Assets shall be capitalized based exclusively on financial reporting needs. The
minimum Capitalization threshold shall be as follows:

e Electronics — $ 100
e Tools and Garage Equipment — 250
e Furniture — 500
e Vehicles — 1
e Machinery — 1,000
e Land- 1
e Buildings — 1

The cost of the capital asset should include not only the cost of the asset itself, but also
any ancillary charges necessary to place the asset into its intended location and
condition for use. A cost should be capitalized only if it is directly identifiable with a
specific asset. A cost should be capitalized only if incurred after acquisition of the
related asset has come to be considered probable. Salaries and wages of employees
who worked on a given construction project can be included as part of the capitalized
cost of the project. The useful life of any capitalized asset shall exceed two years.

ESTIMATING HISTORICAL COST

The Normal Costing method shall be used to estimate historical cost for assets where
direct cost information is not available. The Normal Cost Method determines the cost of
reproducing the same asset today and then restating that amount in acquisition year
dollars. The appropriate consumer price index will be used as the index/deflator. If the
actual acquisition year is unknown, the best estimate is to be used.

ASSET CATEGORIES

Land

Land is the surface or crust of the earth, which can be used to support structures, and
may be used to grow crops, grass, shrubs and trees. Land is characterized as having
an unlimited life (indefinite).



Examples of expenditures to be capitalized as land: purchase price or fair market value
at time of acquisition, professional fees (title searches, architect, legal, engineering,
appraisal, surveying, environmental assessment), accrued and unpaid taxes at date of
purchase, other costs incurred, and right-of-way expenses.

Land improvements consist of betterments, site preparation and site improvements that
ready land for its intended use. Land improvements include such items as excavation,
non-infrastructure utility installation, driveways, sidewalks, parking lots, flagpoles,
retaining walls, fences, and outdoor lighting. They can be exhaustible or non-
exhaustible.

A. Non-Exhaustible Land Improvements: Expenditures for improvements that do not
require maintenance or replacement. Expenditures to bring land into condition to
commence erection of structures, and expenditures for land improvements that
do not deteriorate with use or over the passage of time are additions to the cost
of land and are generally not exhaustible and therefore not depreciated.

B. Exhaustible Land Improvements: Expenditures for improvements that are part of
the site, such as parking lots, landscaping and fencing, are usually exhaustible
and are depreciated.

Examples of expenditures to be capitalized as Land Improvements include:
e Site improvements such as excavation, fill, grading and utility installation
e Removal, relocation, or reconstruction of property of others (railroad, telephone
and power lines)
Drainage
Fencing
Landscaping
Parking lots
Skating rinks, basketball courts, tennis courts, etc.
Retaining walls

Buildings

A building is a structure that is permanently attached to the land, has a roof, is partially
or completely enclosed by walls, and is not intended to be transportable or moveable.
Examples of expenditures to be capitalized as Buildings:

A. Purchased Buildings — original purchase price, expenses for modeling,
reconditioning or alterations, environmental compliance, professional fees, etc.

B. Constructed Buildings — completed project costs, interest accrued during
construction, cost of site work, preparation of plans, professional fees, temporary
building costs, unanticipated costs, additions to buildings including expansions,
extensions, or enlargements.



Building Improvements

Building Improvements are capital events that materially extend the useful life of a
building or increase the value of a building, or both. A building improvement should be
capitalized as a betterment and recorded as an addition of value to the existing building
if the expenditure for the improvement is at the capitalization threshold, or the
expenditure increases the useful life or value of the building. Examples of expenditures
to be capitalized as building improvements:

e Conversion of attics, basements, and structures attached to buildings to increase
useable space

e Installation or upgrade of heating and cooling systems

e Structural changes such as reinforcement of floors or walls, installation or
replacement of beams, rafters, joists, steel grids, or other interior framing

e Installation or upgrade of window or door frame, upgrading of windows or doors

e Interior renovation and exterior renovation such as installation or replacement of
siding, roofing, masonry, etc.

e Installation or upgrade of plumbing and electrical wiring

e Installation or upgrade of phone or closed-circuit television systems, networks,
fiber optic cable, wiring required in the installation of equipment (that will remain
in the building)

For a replacement to be capitalized, it must be a part of a major repair or rehabilitation
project, which increases the value, and/or useful life of the building. A replacement may
also be capitalized if the new item/part is of significantly improved quality and higher
value compared to the old item/part such as replacement of an old shingle roof with a
new fireproof tile roof. Replacement or restoration to original utility level would not.
Determinations must be made on a case-by-case basis.

The following are examples of expenditures not to capitalize as improvements to
buildings. Instead, these items should be recorded as maintenance expenditures:

e Adding, removing and/or moving of walls relating to renovation projects that are
not considered major rehabilitation projects and do not increase the value of the
building

e Improvement projects of minimal or no added life expectancy and/or value to the
building

e Plumbing or electrical repairs

e Cleaning, pest extermination, or other periodic maintenance

e Maintenance-type interior renovation, such as repainting, touch-up plastering,
replacement of carpet, tile, or panel sections; sink and fixture refinishing, etc.

e Maintenance-type exterior renovation such as repainting, replacement of
deteriorated siding, roof, or masonry sections

¢ Replacement of a part or component of a building with a new part of the same
type and performance capabilities, such as replacement of an old boiler with a
new one of the same type and performance capabilities

¢ Any other maintenance-related expenditure which does not increase the value of
the building



Machinery and Equipment

Machinery and Equipment are fixed or movable tangible assets to be used for
operations, the benefits of which extend two or more years from the date acquired and
rendered into service. Improvements or additions to existing personal property that
constitute a capital outlay or increase the value or life of the asset should be capitalized
as a betterment and recorded as an addition of value to the existing asset. Note: Costs
of extended warranties and/or maintenance agreements, which can be separately
identified from the cost of the equipment, should not be capitalized.

Categories of Machinery and Equipment:

e Furniture
e Computers
e Vehicles

e Heavy Equipment

e Office Equipment

e Small Equipment and Tools
e Other

Examples of expenditures to be capitalized as Machinery and Equipment:

A. Original contract or invoice price, including freight charges, handling and
storage charges, in-transit insurance charges, charges for testing and
preparation for use, and costs of reconditioning used items when purchased

B. Parts and labor associated with the construction of equipment

C. Dump trucks and passenger cars

D. Heavy construction equipment such as front-end loaders and backhoes

E. Lawn maintenance equipment, compressors and tool kits

F. Computer hardware and software

Infrastructure

Infrastructure are assets that are long-lived capital assets that normally are stationary in
nature and can be preserved for a significantly greater number of years than most
capital assets. Infrastructure assets are often linear and continuous in nature.

Infrastructure Classifications:

e Bridges, including culverts
Roads
Traffic control systems
Dams and drainage systems
Water systems
Sewer systems

Infrastructure Improvements are capital events that materially extend the useful life or
increase the value of the infrastructure, or both. Infrastructure improvements should be
capitalized as a betterment and recorded as an addition of value to the infrastructure if
the improvement or addition of value is at the capitalization threshold or increases the
life or value of the asset.



Infrastructure paid for jointly by multiple governmental entities should be capitalized by
the entity responsible for future maintenance.

Maintenance costs are recurring costs that allow an asset to continue to be used during
its originally established useful life. Maintenance costs are expensed in the period
incurred.

Preservation costs are generally considered to be those outlays 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. Preservation costs should be capitalized under the
depreciation approach.

Additions and improvements are those capital outlays that generally increase the
capacity or efficiency of the asset. A change in capacity increases the level of service
provided by an asset. For example, additional lanes can be added to a highway, or the
weight capacity of a bridge could be increased. A change in efficiency maintains the
same service level, but at a reduced cost. The cost of additions and improvements
should be capitalized.

Examples of expenditures to be capitalized as Infrastructure:

Roads, streets, curbs, gutters, sidewalks, fire hydrants

Bridges, culverts, trestles

Dams, drainage facilities

Water mains and distribution lines

Fiber optic and telephone distribution systems (between buildings)
Light systems (traffic, outdoor, street, etc.)

Sewer systems

Water systems, including reservoirs

Works of Art and Historical Treasures

Works of art and historical treasures are collections or individual items of significance
that are owned which are not held for financial gain, but rather for public exhibition,
education or research in furtherance of public service. Collections or individual items
that are protected and cared for or preserved and subject to an organizational policy
that requires the proceeds from sales of collection items to be used to acquire other
items for collections.

A. Exhaustible collections or items are those whose useful lives are diminished
by display or educational or research applications.

B. Inexhaustible collections or items are those whose economic benefit or
service potential is used up so slowly that the estimated useful lives are
extraordinarily long. Because of their cultural, aesthetic, or historical value,
the holder of the asset applies efforts to protect and preserve the asset in a
manner greater than that for similar assets without such cultural, aesthetic, or
historical value.

If a collection is held for financial gain and not capitalized, disclosures must be made in
the Notes to Financial Statements that provide a description of the collection and the
reasons these assets are not capitalized.



When donated collection items are added to noncapitalized collections, program
expense equal to the amount of revenues should be recognized. Examples of
expenditures to be capitalized as Works of Art, Historical Treasures:

Collection of rare books, manuscripts

Maps, documents and recordings

Works of art such as paintings, sculptures and designs
Artifacts, memorabilia, exhibits

Unique or significant structures such as monuments or statutes

Construction Work in Progress

Construction Work in Progress reflects the economic construction activity status of
buildings and other structures, infrastructure (roads, water system, etc.), additions,
alterations, reconstruction, installation, and maintenance and repairs, which are
substantially incomplete.

LABEL POLICY

e Electronics — must be labeled with “Property of Town of Granby”

e Tools and Garage Equipment — value of $500 or more bust be labeled with
“Property of Town of Granby”

e Furniture - value of $500 or more bust be labeled with “Property of Town of
Granby”

e Vehicles and Machinery — must be labeled with “Town of Granby” regardless of
value

ANNUAL ASSET AUDIT

e All departments will complete a physical audit for all assets annually (by Sep

20th)

e All departments will assess condition of assets during the audit.
RECORDS
The Town Supervisor must maintain a database of all assets. The Highway
Superintendent must do an inventory as prescribed by law and file with the Town Clerk
by September 30" or each year.

Capital Assists shall be reported on the Schedule of Non-Current Governmental Assets.

ID numbers, once assigned, shall not be transferred from one asset to another or
altered in any way.



DISPOSAL OF EXCESS/OBSOLETE ASSETS

The Town Board, by resolution, must approve all disposals, transfers, donations, or
sales of all assets listed on the Schedule of Non-Current Governmental Assets.

The Town Supervisor may dispose of electronics and furniture with a value less than
$250 using the most practical and cost-effective method and file a list with the Town
Clerk.

The Highway Superintendent may dispose of tools and garage equipment with a value
less than $250 using the most practical and cost-effective method and file a list with the
Town Clerk and Town Supervisor.

The Town Board, by resolution, must approve all disposals, transfers, donations, or
sales of any vehicle.

Approved December 27, 2018 by the Town Board
Amended January 2, 2024



