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P6Hx23-5.133
PROCEDURE:
PROPERTY CONTROL  

The following procedures define different types of property and related capital thresholds for accounting purposes, and outline the responsibilities and guidelines related to College assets in accordance with applicable laws, rules, and recognized professional standards, including but not limited to Florida Statute (F.S.), Florida Administrative Code (F.A.C.), and Governmental Accounting Standards Board (GASB):

I.
All College employees and College contractors are responsible for properly handling and safe-guarding College property under their supervision and for using College property for official business. College-owned equipment or furniture may not be removed from College property for personal use. 

II.
Personal Property – Property of the College that is not real property or software 

A. Property valued at $5,000 or over is Tangible Personal Property (TPP) – TPP is defined as all fixtures, equipment, furniture, and other tangible personal property of a non-consumable nature with a projected useful service life greater than one year and minimum value or cost of $5,000. (Note: College owned TPP is classified in the Furniture, Machinery and Equipment category for financial statement reporting. Leased TPP is classified as Assets Under Capital Lease for financial statement reporting.) 

1. See Property Records Procedure P6Hx23-5.13 on the required maintenance, inventory, custodial responsibilities, and property accountability of TPP.
B. Asset Management is responsible for TPP 

1. Asset Management shall: 

a. Maintain an asset and accumulated depreciation account in the Investment in Plant Fund in the College’s accounting records for Tangible Personal Property (TPP) based on the capitalization threshold of $5,000;  

b. Conduct an annual inventory of TPP, follow up on discrepancies, reconcile subsidiary property records to the general ledger, and calculate/record depreciation expenses in the accounting records; and

c. Assign TPP classifications a unique asset and accumulated depreciation general ledger account code to which the subsidiary ledger is reconciled. Depreciation is calculated for TPP classifications on an annual straight-line basis over the estimated useful lives as follows:
i. Computer Equipment: 3 Years 
ii. Vehicles, Office, and Educational Equipment: 5 Years 

iii. Furniture: 7 Years 

C. Items and supplies purchased in bulk or acquired together for the sake of administrative planning/efficiencies or purchasing discount/pricing advantage is not considered TPP.  For example, laptops, notebooks, surge protectors, switches, routers, cabinets, and chairs that are purchased on a regular basis to replenish lost or obsolete items and then disbursed as needed are considered supplies or attractive property only and are not capitalized and inventoried by Asset Management.

Note: The full amount of the annual depreciation is recorded if the property is received on or before June 30 (i.e., no proration of depreciation expense). Leased TPP is depreciated over the estimated useful life of the asset or lease term, whichever is shorter. 

Note: Unless records indicate otherwise, the College holds the title to any TPP purchased with Federal grant funds. *The percentage of Federal participation may be calculated by dividing Amount Paid by Federal Award by Cost of Property. For additional information on compliance with Federal Grants as it relates to TPP, refer to Office of Budget Management (OMB) Uniform Guidance 2 CFR 200.313(d)(1) Property Standards. 
III.
Real Property 

A. Real property (RP) is defined as fixed property, principally land, buildings, and any permanent structural improvement to property that is not strictly for decorating purposes, owned or leased by the College. 

B. The Accounting Office Responsibilities – The Accounting Office is responsible for: 

1. Financial oversight of RP and accumulated depreciation, as applicable, in the Investment in Plant Fund within the College accounting records for non-depreciable and depreciable categories of RP; and 

2. Identifying total capital project costs, maintaining RP subsidiary ledgers, reconciling subsidiary ledgers to the general ledger accounts, and calculating/recording depreciation expenses in the accounting records. 

C. Non-Depreciable Real Property – Property that has an unlimited useful life, and as a result, the depreciation expense or accumulated depreciation is not recorded in the accounting records. 

1. Land (Capitalization threshold of $100, regardless if RP is leased or owned) – Land acquisition should ensure that in addition to purchase price, all related costs, including but not limited to survey, appraisal, and legal expenses be capitalized. 

a. 
Land donated to the College should be recorded at the fair market value (FMV) based on appraisals from at least two qualified real estate appraisers when the estimated value exceeds $500,000. If the estimated value is $500,000 or less, only one appraisal is required. The FMV to be recorded in the accounting records is deemed to be the average of all appraisals secured for that property.
b.
The land RP record consists of appraisal(s), closing cost documents, and any other documentation deemed necessary to substantiate the amount recorded in the subsidiary ledger
2. Construction in Progress (Variable capitalization threshold, regardless if RP is leased or owned) 
a. Construction projects that are expected to exceed defined capitalization threshold herein for the applicable RP category are temporarily recorded in Construction in Progress until the project is deemed substantially complete by the AVP, Facilities & Maintenance Operations, or designee. This is a temporary holding account since the RP will ultimately be depreciated once the construction project is complete and transferred to the appropriate RP category in the general ledger (i.e., buildings) and depreciated. 
b. A construction in progress project may not be completed for various reasons, or once completed may not meet the capitalization threshold. In these instances, the construction in progress RP account is reversed (credit) and prior period adjustment (debit) is recorded for project to date accumulated costs in the Investment in Plant Fund. 

D. Depreciable Real Property 

1. Depreciable RP have a limited useful life, and as a result, the depreciation expense and accumulated depreciation are recorded over the RP’s economic life (defined as the useful life of RP or lease term, whichever is shorter) in the accounting records. The estimated useful life for depreciable RP is as follows: 

a. Buildings: 40 Years 
b. Other Structures and Improvements (OSI): 10 Years 
c. Leasehold Improvements: Variable, dependent on terms of capital lease and RP, whichever is shorter, but in no case should exceed the useful life of the underlying RP 
d. Subscription Based Software Licenses: Variable, non-cancelable subscription term plus extension option to reasonably certain to be exercised 
2. Depreciation is recorded on a straight-line basis over the estimated RP’s useful life. If term of lease commences or the RP construction project is substantially complete on or before June 30, a full year of annual depreciation is recorded (i.e., depreciation is not prorated over the fiscal year). The AVP, Facilities & Maintenance Operations, will determine when a capital construction project is substantively complete. 

3. RP is considered fully depreciated when the RP value and accumulated depreciation are equal. A fully depreciated RP is removed from the subsidiary ledger, and the corresponding RP and accumulated depreciation value (which net to $0) are removed in the fiscal year after the RP has no residual value. 

4. Leased RP may not be fully depreciated before the capital lease is paid in full depending on the terms of the lease agreement; therefore, it is possible to have differing number of years used for depreciation and amortization. For example, the capital lease on a building may be payable over 30 years, at which time the title transfers to the College; therefore, the building would be depreciated over 40 years (useful life) and capital lease payable would be amortized over 30 years (“loan” period). 

5. Real Property Categories 

a. Buildings (Capitalization threshold of $2,000,000, regardless if RP is leased or owned) 

i. Buildings owned by the College are classified in the Buildings category for financial statement reporting. Leased buildings are classified as Assets under Capital Lease for financial statement reporting. 
ii. Accumulated costs for a building construction project that is not substantially complete by the end of any given fiscal year is reported in Construction in Progress on the financial report. 

b. OSI (Capitalization threshold of $100,000, regardless if RP is leased or owned) 

i. OSI are projects designed to enhance the fundamental purpose of existing buildings or land. OSI includes portables, greenhouses, parking lots, lighting, roundabouts, and any other project that adds value in which the primary purpose is not aesthetic in nature. 

ii. OSI owned by the College are classified in the Other Structures and Improvements category for financial statement reporting. Leased Structures and Improvements (S&I) are classified as Assets under Capital Lease for financial statement reporting. If an S&I project is not completed by end of any given fiscal year, accumulated costs are reported in Construction in Progress on the financial report. 

c. Leasehold Improvements (Variable capitalization threshold) 

i.    Lease improvement costs should be capitalized only if adding structural design value to the underlying leased capital RP, most often a leased building. Expenses incurred that are decorative in nature, normally considered a consumable product, or that belong in another RP category (i.e., furniture or equipment) should not be included in the leasehold RP calculation but should be recorded as part of the project. 

ii.    Leasehold Improvements are classified in the Leasehold Improvements category for financial statement reporting. Leased buildings (or the underlying RP) are classified as Assets under Capital Lease for financial statement reporting. If Leasehold Improvements are not completed by end of any given fiscal year, accumulated costs are reported in Construction in Progress on the financial report. 
IV.
Subscription Based Information Technology Arrangements (Capitalization threshold of $3,000,000) – In accordance with GASB Statement No. 96, a Subscription Based Information Technology Arrangement (SBITA) is a significant IT contract that is material to the College’s operations in terms of scope and cost. 

A. 
Capitalized costs should include (1) the initial subscription amount, (2) payments made to vendor before start of commencement term, and (3) ancillary charges necessary to place the subscription asset into service (excludes training costs), less any vendor incentives received. 

B. 
SBITA are classified as Intangible Assets for financial statement reporting. If an SBITA is not placed in service by the end of any given fiscal year, accumulated costs are reported in Construction in Progress on the financial report. 
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