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2.19 - Capit a l Asse t s  - Proce dure  

Sect ion:            Finance  
Subject :            Capit al Asse t s 
Procedure :      2.19 
Approved:       August  21, 2002 
Revised:           November 1, 2015 

Asse t s shall be  capit alized as pe r t he  current  policy approved by the  Senior Business 
Officers. 

Int roduct ion 

This policy ut ilizes and re fe rences wording from the  Chart e red Professional 
Accountant  (CPA) handbook pronouncement s. More  specifically t his policy re ferences 
t he  following sect ions: 

3060   Capit al Asse t s 
3065   Leases 
4410   Cont ribut ion – Revenue  Recognit ion 
4430   Capit al Asse t s – He ld by not -for-profit  organizat ions 
4440   Collect ions – He ld by not -for-profit  organizat ions 

1. Purpose  

1.1  To ensure  capit al asse t s he ld by Regional Colleges are  accounted for using 
generally accepted account ing principles as de fined by the  CPA handbook 
pronouncement s on “capital asset s held by not -for-profit  organizat ions”. 
  



1.2  To ensure  capit al asse t s he ld by Regional Colleges are  accounted for using the  
Rest rict ed Fund Method as t he  specialized type  of fund account ing prescribed by the  
Regional Colleges Account ing and Report ing Manual. 
  
1.3  To enhance  consist ency amongst  Regional Colleges in t he  account ing t reatment  
and financial present at ion of capit al asse t s he ld by Regional Colleges for t he  purpose  
of aiding int e rnal and ext e rnal use rs in comparing such informat ion. 
  
1.4  To out line  administ rat ive  guide lines for Regional Colleges for t he  purpose  of 
assist ing them in account ing for capit al asse t s in an e ffect ive  and e fficient  manner.  

2. De finit ion 

The  de finit ions t hat  follow have  been adopt ed for purposes of t his policy. 

2.1  Capit a l Asse t s  comprising property, plant  and equipment  and int angible  
propert ie s, are  ident ifiable  asse t s t hat  mee t  all of t he  following crit e ria: 

i) are  he ld for use  in t he  provision of se rvices, for administ rat ive  purposes, for 
product ion of goods or for t he  maint enance , repair, deve lopment  or const ruct ion of 
othe r capit al asse t s; 

ii) have  been acquired, const ruct ed or deve loped with t he  int e nt ion of be ing used on 
a cont inuing basis; 

iii) are  not  int ended for sale  in t he  ordinary course  of operat ions; and this Policy does 
not  apply t o capit al asse t s, which are  he ld by the  Regional College  as part  of a work of 
art  collect ion, historical t reasure  collect ion or othe r similar t ype  of collect ion. These  
collect ions are : 

i) he ld for public exhibit ion, educat ion or re search; prot ect ed, cared for and 
prese rved; and 

ii) subject  t o an organizat ional policy t hat  re quires proceeds from the ir sale  t o be  used 
to acquire  othe r it ems to be  added to t he  collect ion or for t he  direct  care  of t he  
exist ing collect ion. 

Collect ions of t his t ype  are  excluded from the  de finit ion of capit al asse t s for t he  
purpose  of t his policy 

2.2  Prope rt y, Plan and Equipme nt  are  capit al asse t s t hat  are  t angible . 
  
2.3  Int angible  Prope rt ie s  are  capit al asse t s t hat  lack physical subst ance . Examples of 
int angible  propert ie s include  brand names, copyright s, franchises, licenses, pat ent s, 
software , subscript ion list s and t rademarks. 
  



2.4  Capit a l Le ase  is a lease  t hat , from the  point  of view of t he  le ssee , t ransfers 
subst ant ially all be nefit s and risks incident  t o  ownership of t he  asse t  t o t he  le ssee . 
This would normally occur when, at  t he  incept ion of t he  lease , one  or more  of t he  
following condit ions are  present : 

i) There  is reasonable  assurance  that  t he  le ssee  will obt ain ownership of t he  leased 
asse t  by the  end of t he  lease  t e rm e ithe r t hrough a t ransfe r of ownership at  t he  end 
of t he  t e rm of t he  lease  or if t he  lease  provides for a bargain purchase  opt ion; 

ii) The  t e rm of t he  lease  is of such durat ion t hat  t he  le ssee  will rece ive  subst ant ially all 
of t he  economic benefit s expect ed to be  de rived from the  use  of t he  leased property 
over it s life span. This usually occurs where  the  lease  t e rm is for 75% or more  of t he  
economic life  of t he  asse t ; or 

iii) If t he  present  value  of t he  minimum lease  payment s is 90% or more  of t he  fair 
value  of t he  le ased property at  t he  lease  incept ion. 

2.5  Cost  is t he  amount  of conside rat ion give n up to acquire , const ruct , deve lop, or 
be t t e r a capit al asse t  and includes all cost s direct ly at t ribut able  t o t he  acquisit ion, 
const ruct ion, deve lopment  or be t t e rment  of t he  capit al asse t  including inst alling it  at  
t he  locat ion and in t he  condit ion necessary for it s int ended use . For a cont ribut ed 
capit al asse t , cost  is conside red to be  fair value  at  t he  dat e  of cont ribut ion. 
  
2.6  Fair Value  is t he  amount  of t he  conside rat ion t hat  would be  agreed upon in an 
arm’s length t ransact ion be tween knowledgeable , willing part ie s who are  under no 
compulsion to act . 
  
2.7  Ne t  Carrying Amount  or Ne t  Book Value  of a capit al asse t  is cost  le ss both 
accumulat ed amort izat ion and the  amount  of any writ e -downs. 
  
2.8  Re sidual or Salvage  Value  is t he  est imated ne t  realizable  value  of a capit al asse t  
at  t he  end of it s use ful life  t o t he  college . 
  
2.9  Se rvice  Pot e nt ia l is used to describe  t he  se rvice  capacity or output  of a capit al 
asse t  and is normally de t e rmined by re fe rence  t o at t ribut es such as use ful life , 
associat ed operat ing cost s, physical output  capacity and qualit y of output . 
  
2.10  Use ful Life  is t he  est imate  of t he  pe riod over which a capit al asse t  is expect ed 
to be  used by the  college  or t he  number of product ion or similar unit s t hat  can be  
obt ained from the  capit al asse t  by the  college . The  life  of a capit al asse t  may ext end 
beyond it s use ful life  t o t he  college . The  life  of a capit al asse t  is normally t he  short est  
of t he  physical, t echnological and legal life . 

 

 



3. Scope  and J urisdict ion 

3.1  This policy applies t o all Regional Colleges t hat  hold capit al asse t s as a re sult  of 
carrying on the  operat ions and act ivit ie s of t he  College . 
  
3.2  This policy applies t o all capit al asse t s (as de fined in Sect ion 2.1 above) he ld by 
the  Regional College , except  as specifically not ed in Sect ion 3.4 of t his capit al asse t  
policy. 
  
3.3  This policy applies t o all capit al asse t s which are  leased by the  Regional College  
and in accordance  with generally accepted account ing principles are  conside red 
capit al leases as de fined in Sect ion 2.4 above . 
  
3.4  In t he  presence  of uncert ainty in de t e rmining whe ther a part icular asse t  qualifie s 
as a “capit al asse t ”, or de t e rmining which cost s should be  capit alize d, or de t e rmining 
fair marke t  value , or de t e rmining use ful life  for t he  purpose  of t his policy professional 
judgement  must  be  exercised. Professional judgement  is based on an individual’s past  
experience  and t raining. 

4. Capit a l Asse t  Re cognit ion and Me asure me nt  

Cost  Est imat e d Value  

4.1  A capit al asse t  should be  recorded on the  st at ement  of financial posit ion at  cost . 
The  cost  of a capit al asse t  includes t he  purchase  price  and othe r acquisit ion cost s such 
as inst allat ion cost s, design and engineering fees, legal fees, survey cost s, sit e  
preparat ion cost s, fre ight  charges, t ransportat ion, insurance  cost s and dut ies. 
  
4.2  For a cont ribut ed capit al asse t , cost  is conside red to be  fair value  at  t he  dat e  of 
cont ribut ion. Fair value  of a cont ribut ed capit al asse t  may be  est imated using marke t  
or appraisal values. A capit al asse t  purchased at  subst ant ially be low fair value  would 
also be  recognized at  it s fair value  with t he  diffe rence  be tween the  conside rat ion paid 
for t he  capit al asse t  and the  fair value  report ed as a cont ribut ion. 
  
4.3  In unusual circumstances when the  fair value  cannot  be  reasonably de t e rmined, 
t he  capit al asse t  should be  recorded at  nominal value . 

Const ruct ion or De ve lopme nt  Ove r-Time  

4.4  The  cost  of a capital asse t  includes direct  const ruct ion or deve lopment  cost s (such 
as mate rials and labour) and overhead cost s direct ly at t ribut able  t o t he  const ruct ion 
or deve lopment  act ivit y. A capit al asse t  which is deve loped or const ruct ed by the  
college  might  include  cont ribut ed mate rials or labour, which would be  recognized at  
fair value  at  t he  dat e  of cont ribut ion. 
  



4.5  The  degree  of ce rt ainty as t o future  benefit s t o be  de rived from cost s 
at t ribut able  t o deve loping int angible  property varies and, in many cases, t he  expect ed 
future  benefit s may be  t oo uncert ain t o just ify asse t  recognit ion. When future  
benefit s are  reasonably assured, however, such cost s are  capit alized. 

Be t t e rme nt  

4.6  The  cost  incurred to enhance  the  se rvice  pot ent ial of a capit al asse t  is a 
be t t e rment . Se rvice  pot ent ial may be  enhanced when the re  is an increase  in t he  
previously assessed service  capacity, associated operat ing cost s are  lowered, t he  
use ful life  is ext ended, or t he  qualit y of output  is improved. The  cost  incurred in t he  
maint e nance  of t he  se rvice  pot ent ial of a capit al asse t  is a repair, not  a be t t e rment . 

5. Amort iza t ion 

5.1  The  cost , le ss any residual or salvage  value , of a capit al asse t  with a limit ed life  
should be  amort ized over it s use ful life  in a rat ional and syst emat ic manner 
appropriat e  t o it s nat ure  and use  by the  college . Amort izat ion should be  recognized 
as an expense  in t he  college’s st at ement  of operat ions. 
  
5.2  Amort izat ion should be  calculat ed using the  st raight -line  met hod based on the  
use ful life  of t he  asse t . All capit al asse t  cat egories are  de fined in Sect ion 9 except  for 
t he  “othe r” capit al asse t  cat egory has predet e rmined est imated use ful lives. If a 
capit al asse t  be longs in t he  “othe r cat egory, professional judgeme nt  must  be  used to 
est imate  t he  use ful life . The  use ful life  e st imates indicat ed in Sect ion 9 should be  
used as a st andard for each cat egory alt hough Regional Colleges have  the  abilit y t o 
change  the  use ful life  used for individual asse t  if t he  change  can be  just ified. Factors 
t o be  conside red in est imat ing the  use ful life  of a capit al asse t  include  expect ed 
future  usage , e ffect  of t echnological obsolescence , expect ed wear and t ear from use  
or t he  passage  of t ime , t he  maint e nance  program and the  condit ion of exist ing 
comparable  t e rms. 
  
5.3  Residual value  is t he  amount  t hat  t he  college  expect s t o be  able  t o realize  on 
disposal of a capit al asse t  at  t he  end of it s use ful life  t o t he  college . In most  cases, 
re sidual value  would be  negligible  and would be  ignored for t he  purpose  of 
calculat ing amort izat ion. However, when the  college  expect s t he  residual value  of a 
capit al asse t  t o be  significant , it  should be  factored into t he  calculat ion of 
amort izat ion. 
  
5.4  Amort izat ion begins in t he  year t he  capit al asse t  is placed into use . A full year’s 
amort izat ion is provided for in t he  year t he  asse t  is put  into use  regardless of when 
this event  occurs in t he  fiscal year. 
  
5.5  No amort izat ion is provided in t he  year t he  asse t  is disposed of. 
  



5.6  The  amort izat ion method and the  est imate  of t he  use ful life  of a capit al asse t  
should be  reviewed on a regular basis. 
  
5.7  Amort izat ion expense  should be  shown as an expense  of t he  capit al asse t  fund in 
accordance  with t he  rest rict ed fund method prescribed by the  Regional Colleges 
Account ing Report ing Manual. 

6. Writ e  Downs of Capit a l Asse t s 

6.1  When a capit al asse t  no longer has any long-t e rm se rvice  pot ent ial t o t he  college , 
t he  excess of it s ne t  carrying amount  over any residual value  should be  recognized as 
an expense  in t he  st at ement  of operat ions. A writ e  down should not  be  reversed. 

7. Disposal of a  Capit a l Asse t  

7.1  On disposal of a capit al asse t , whe ther by sale , dest ruct ion, loss, abandonment  or 
expropriat ion, t he  diffe rence  be tween the  ne t  proceeds on disposal and t he  ne t  
carrying amount  is recognized in t he  st at ement  of operat ions. 

8. Financia l Pre se nt a t ion and Disclosure   

8.1  For each major cat egory of capit al asse t s de fined in t his sect ion, t he re  should be  
disclosure  of: 

i) cost  

ii) accumulat ed amort izat ion, including the  amount  of any writ e  downs 

iii) t he  amort izat ion method used, including the  amort izat ion pe riod or rat e  

8.2  The  ne t  carrying amount s of major cat e gories of capit al asse t s not  be ing 
amort ized should be  disclosed. 
  
8.3  The  amount  of amort izat ion of capit al asse t s recognized as an expense  for t he  
pe riod should be  disclosed. 
  
8.4  The  amount  of any writ e -downs of capit al asse t s should be  disclosed in t he  
financial st at ement s for t he  pe riod in which the  writ e -downs are  made . 

Ut ilizing A Se para t e  Capit a l Fund 

8.5  All financial st at e ment s presentat ion and disclosure  should be  represented as 
part  of t he  capit al fund in accordance  with t he  rest rict ed fund method prescribed by 
the  Regional College  Account ing and Report ing Manual. 

Cont ribut e d Capit a l Asse t s 



8.6  The  nature  and amount  of cont ribut ed capit al asse t s rece ived in t he  pe riod and 
recognized in t he  financial st at ement s should be  disclosed. 
  
8.7  Informat ion should be  disclosed about  cont ribut ed capit al asse t s recognized at  
nominal value . 

9. Capit a l Asse t  Cat e gorie s  

9.1  Land should be  amort ized 
  
i) Est imated use ful life : indefinit e  
ii) Minimum value  capit alized: 0 
  
9.2  Land Improvement s 
  
i) Est imated use ful life : 5 years 
ii) Minimum value  capit alized: $5,000 
  
9.3   Buildings 
Include  any be t t e rme nt  t o building 
  
i) Est imated use ful life : 20 years 
ii) Minimum value  capit alized: $20,000 
  
9.4   Leasehold Improvement  
Includes all improvement  and building renovat ions made  to a building that  has a 
de finit e  lease  pe riod. 
  
i) Est imated use ful life : life  of t he  lease . (At  t he  college’s discre t ion may include  any 
applicable  renewal pe riod that  forms part  of t he  lease  agreement .) 
ii) Minimum value  capit alized: $10,000 
  
9.5   Vehicles 
(includes licensed mot or vehicle  used primarily for t ransport at ion): 
  
i) Useful life : 5 years 
ii) Minimum value  capit alizat ion: $5,000 
  
9.6   Machinery and Equipment  
Includes any machinery and equipment  not  included e lsewhere . 
  
i) Useful life : 5 years 
ii) Minimum value  capit alizat ion: $2,000 
  
Machinery and Equipment  of a specialized nature  may be  include d in 9.11 
  



9.7  Compute r Hardware  
Includes t he  purchase  and inst allat ion of compute r hardware , such as pe rsonal 
compute rs, lap t ops, monitors and print e rs. 
  
i) Useful life : 3 years 
ii) Minimum value  capit alized: $2,000 
  
9.8  Office  Equipment  
Includes such it ems as purchased photocopiers, fax machine  and othe r business 
equipment . 
  
i) Useful life : 5 years 
ii) Minimum value  capit alized: $2,000 
  
9.9  Office  Furniture  
Includes all office  furniture  and furnishings. Examples of office  furniture  are  desks, 
t ables, chairs and filing cabine t s. 
i) Useful life : 10 years 
ii) Minimum value  capit alized:$2,000 
  
9.10  Syst em Deve lopment  
 Includes cost s incurred to design, deve lop and implement  a compute r syst em. Both 
ext e rnal cost s (i.e . hiring an ext e rnal consult ant ) and int e rnal gove rnment  cost s (i.e . 
salary cost s re lat ed t o t he  deve lopment  of a syst em) are  included. 
  
i) Useful life : Expect ed life  of t he  deve loped syst em. 
ii) Minimum value  capit alized: $20,000 
  
9.11 Other 
Other capit al asse t s not  included in another cat egory. 
  
i) Useful life : Dependant  on asse t  acquired. 
ii) Minimum value  capit alized: $5,000 
  
10. Capit a liza t ion Proce dure s  
  
10.1  The  procedures to de t e rmine  if capit alizat ion is appropriat e  are  as follows: 
  
i) De te rmine  the  capit al asse t  cat egory the  asse t  be longs t o and 
ii) Assess whe ther t he  capit al asse t  mee t s t he  minimum value  capit alizat ion 
requirement . 
  
Sect ion 9 list s, by cat egory, t he  minimum value  t hat  can be  capit alized. Generally, t he  
minimum value  capit alized for each cat egory represent s t he  minimum cost  an 
individual asse t , except  as not ed, must  have  be fore  it  is t o be  t reat ed as a capit al 
asse t  and added to t he  proper cat egory balance .  


