Asphalt, Fleets, Bricks, and Mortar

By Tim Green, CPA, Margie E. Williamson, CPA, and William L. Endris, Jr.

overnmeninl Accounting
Standards Board State-
maent Mo, 34, Besie Fimen-
cial Stabeanend s—and
Mamigemiend's Discessdon aird Al
e St i Lopnd Govenmmients
(GASE 34), generally reguires
school districts to capitalize
and |_‘|l.1'!||:'-|.-|."i.'| le thear ca P ial
Assads i HRistr Froncial stale
mienits, This article explains
Our experience in imple-
menting those requirements
fior thiz Viernon Parish (Loue-
stanit) Schonl Boand s
{di=lHet’ =) June 30, 19,
L'1|r|||'|r|.'|1|.'n.~1i-.'|,' amnual finan
clal report {LAFR) A com.-
parkion artiche, “Sharpen
Your Pencils and Roll Up
Your Sleeyviss: & Chsis F':dm.l:.
in Imyplemaenting the CASE's
Moew Financial Reporting
Mioclel,” which describes
uithier aspects of tha dislrict’s
carly im F]L'Illt'f'll.l.'ltll.lﬂ vl
CeASE M. s included on e
prey Fims papes fi Hds s
ol Sclicur! Hustmess Affirs,
Ciggeitnl awscts include land, land
improvements, easements, biild-
ings, building Improvenents, ve-
hiscles, Illu.l.-l.'||.i|'||.'r:|.'_ t'|.|U|f1n'|1_'n|:_
wirrks of art and historical treas
wures, infrastroctune assets, and all
irther tangible or intangible assets
that are used in operations and that
have initial useful lives extending
beyond 4 single reporiing period,
GASE 3 feommonly refermod o
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| as the “new financial reporting

| misdel”) requires the preparation of
grevermmentywide fiinancial stale-
menks using e economic resouroes
measunemien ] focws and the aceraal
baais of accounting. Uinlike the
present reporting of capital assets

Unlike the present reporting of
capital assets acquired through
or associated with government
funds, the new reporting model

generally dictates that the

consumption of those assets be
reported through a charge in

the governmeniwide statement
of activities for depreciation

expense.

acuired throigh or associated with
povernment funds, the new report-
g, moclel generally dictates that
the consumption of these assets be
reporbed thmaugh o ehange fs the
o ernmeibwide stabement of ac
tivities fur depreciation expense
Char discussion of the issues we
faced and the ways In which we re-
srlved e s intended o be infor-
mative onby, not directional, Exch

distrwch will faee n1_-.'rL.1-|| wsues and
I'|'|.i!|.' nevdd 1o I-.i1|l.'|_' 11'||_' oes wie dis-
cliss o |!I’:|’;ln~11l]:|.- from the way we
did, depending on particular facts,
cireumstances, and materiality

Outsourcing Physical

——————————s |VEOEOPY

Early wn ths implementation
process, the district concluded
tuat its capital asset reconds
had shortcomings. The dis-
trict outsourced a complete
inveniory of capital assets at
all of b= 20 st Thie district
devided o oulsource the
work bocagse the vendor
could complete the inwenloey
within 30 days and had a da-
tabase that could provide est-
mialed historcal cost for most
of the district's capital assets
Mhe vendior also bpd signifi-
e EXPOTHENCR and a ma-
thodical inventory approach.

Acquisition Dates

[he chistrict’s prviows capital as-
et records did not include the daties
that the assets hnd boen acquired.
Acguisition dates are needed W cal-
culate depreciation expense and ac
il besd |J1.-|.1 reciabion, Ulbimatoly,
the missing dabes posed no signifi-
cant problem, We realized that il
for example, a capital asset had a &
year estimaled wseful Tife, i didn®
imatter whether the ssset was pur
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chazed in 1985, 1984, or 1997; it
would be fully depreciated. The ac.
quibsition date would be important
orly if the estimated fime saince the
assrt weas acguimed was less than
thie estimated useful fife of the asset
Thee daunting jidb of establishing ac-
quisibion dates quickly became a
I'|1..'Irl...I.HI.".J|!'||I:' sk welaen we cone-
cluded that probably 73% of the
district’s capital assets wene so old
that thiey had bevn fully depreci-
abed.,

sltructonal functiom the disiried ris-
ports in its CAFE (I a district were
1 find that a boilding or other capi-
ial assel |s wsed by “essentially all™
of it functions, GASE 34, para-
graph 44, permits thie district not o
allocate the -.:In.'pn':inrimn AMETg
functioma. Instead, it permits depre
clatbon on that particular building
or asse to be incliaded as a separale
line ke o as Fm.l'l ol a "Hl'm‘l‘ﬂ"l
hurtctiinn. ) - i

Mmansgement praciives, sssel usagms,
and other variables (such as
wirather) may vary significantly be-
bween governments.” Conse-
qquerntly, for the 2000 CAFR, we will
review Bhe previously asslisned esh-
mated wseful lives wsing the guid-
ance in the CASD 34 0de A and the
recently kssued GASB Slatenment 3
Tepplemuentation Becovemesndalions for
Sctogd Dislricis

I — | ge Value

Depreciation Expense by
Function

GASH M requines depre
ciation expense for capital as-
sebs that can be identifiod
specifically with & function o
b inclucled i that fanctaon's
direct expenses, In miosi
cases, that means that depre-
ctation ERPETIS will b po-
corded, for example, as 4 cost
of regular instruction, special
[nstruction. student transpir-
tnlioo, the child nutriton
prisram, or i AN
and operations, The vendor's capi-
tal assel inventory identified asset
location but did not identifv
faapctiesns for which the assels were
wsed, The district had to add this
information to the vendor’s inven-
lory report

Depreciation Allecation

Another issue in assigning capi-
izl asspsts o functsomns | ..1!||1|.‘.1|:i||}:
depreciation expense for capital as-
sgfs that benefit bwo or more funic-
tons, For example; the district's
'_url'u wil |.1Iu:||.|J.|.r'|!.;§| A visad fl_ﬂ Lhar
same severd | functions. We allo-
cated school building depreciation
based dn percentages representing
the relative square foofage use of
ther buildings for instruction, e
child nutrition program, and school
administration, All of the deprecia-
tion expense for instruction wis
clagaified as regular instruction be-
LRIy i1r||:.' am inln'l.'lll-riﬂ:l 1.1-c:||.'li| Gl
the fimssuse of the buildings was
dedicated to special or other in-
struction. [ is the only other in-
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suffice for GASB 34.

Estimated Useful Lives

Tordeterming estimated useful
lives ol its capital assets. the district
used an Infernal Revenue Service
||R,_"-|'] r_.-l_ll_'lll.l_'ﬂl'il.m thusik 1mcliidies 4
fairly extensive Hst of assets and
thesdr estimated useful lives. Alter
the district issued its CAFIR, the
GAST staff released its Gl la
Faiplevierilation of GASE Stademend
M 34 e B Fisancde] Siefe-
wietrt sl Manrgeinends Disciession
atied Amalyste—for State and Locel
Gomvrnmerts: Chieshions and Ansaoers
(GASH 34 (OEA) The GASD M
DA dliscourages the use of TRS es-
tabli=hed i, tl!ahng_ i ibeim A5
that “schedules of depreciable livies
established by tederal or stabe tax
I"'l.'l.‘lll.ll'!ll.l‘l'l,‘l- arg 5ﬂ'|ul'.l|.|f-' nol in-
temidad to represent useful lives.”
It 47 in the GASD 34 A states,
“Useful lives should be based upon
the govermmenl's vwn experience
and plans for the assets. Although
comparis=on with other govern-
ments or other organizations may
provide some guidance, property

The present method of “rolling
forward” the balances of capital
asset amounts in the general
fixed-asset account group by

adding the current year's
additions and deletions to prior-
year balances will clearly not

Laenerally, the district uses
ibs capital assets, exceph for
vihichss, until they ane com-
pletely wom oot and either
abardomned or usied as parts,
Theretore, salviage value wis
e=tuhlished for velacles i_1|1|_l,'.
Recent experience indicated
that the trade-in allowance
for district vehicles was ap-
prosimately 10% of their
orginal purchase price, Ac-
cordingly, the district estab-
lished a 10% salvage value for
vitbe s,

Depreciation Method

GASE 3, paragraph 161, permils
ganwernmients o use any establizshed
depreciation method, The district
adopted the straight-line method
becawse of its ease of use. Also, the
district had no compelling reason 1o
s any othaer method.

Capital Asset Software

Thee district’s new capital assets
listing is an electronic spreadshest
that avtermatically caleulates begin-
ririg and vear-end accumulated de-

| preciation and current vear depres

ciation expense, The disadvantage
of thi spreadsheel is th ease of
adding or deleting ibhems without a
record of the changes. Although
this record servied the district's por-
poses for the 1999 CAFR, weare
conoerned absowt thae lack of control
owver futume addibions and deletioms.
The district has not vet addressed
this control j==ue or decided
wwhietheer b comtinue fo use the
spreadsheet.
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Infrastructure Assels

{rifristrictivre as=ts are long-lived
capital assets that are novmally ska-
tomery 1 otues and can normaliy
be preserved for o significantly
greater number of vears than mosd
-'.I|.1I|.'|| assrls, Examplies aof infra-
strociune assels ae roads, bridges,
tunneks, JI.HLLLJHL' syshEiris, Wster
|III|.| SUTWETT '-\'hh'“\'\q_ |.'||.'|I'|'|!-|_ |,'|'|'|l_'|
lighting systems. Buildings ane nol
considered infrastructune assebs, ox
cept those that are an ancillary part
of a mebwork of imfrastructure as-
s,

When the 19493 CAFR was pro-
paameid, we had not decided whethe
the district had seneral infrastro
bire assets thatl should be retroaic-
tively copitalized, We could address
this Eawe later hecaise GASH 34
permibs a d-viear delay for the retro-
active capitalization of thiose assets,
{Mode that GASE 3 alkao dow= no
require very small governmints e
retroactively capitalize those as-
siha, | Thae district has since con-
cluged that 1 Bas no infrastuctune
AR

Sonmie asked whsthaer football <ta
diumes and tracks were infrastroe
ture assels, Wie thought ol and
classilied the tracks as exhauatible
land improvements (which are sub-
et o depreciation) and the football
sladims as :|1LIP|L|III!:H Wi aluo clae
sibied surtaces for driveways and
}LH’L.IHH lied=s a= e haustible land im-
provemenis

Summary
A district will lHkely have fo give

coisbderable atteribicn b g -.'I'|‘ih1| ==
sirks a5 I prepands o implement
CeASH 34, The I.'II:'I.'.-rl'I'I| mvethned o

"'I]'“.l-'. fiarward” ||H_' |x.1|.1n|_'-_*1-. ol
capital a=sct amounts in the general
fixed-assel acoouni FOLp |.1f| add
L thes cuiffenl Vel .|~.|¢||I||||1:- .1.|11'|
dieletions o prior-vear balances will
cloarly not suffice for GASH 34 F'-I.IL‘-
cilically, dstricks Yy mieisd] mine
accurabe moords and additional
capital asset dati. A obhas
lasks, districts will also ] o
bdentify functional assignments and
allocations for the assets and selec
a depreciation method 0
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Lean On Decar. ..

the durability of high pressure laminate
the elegance of oak trim

prifessional space planning and design
quality construction.
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