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Capital Assets Policy and Procedure Manual
Preface

This Manual will be used by each New York State agency to maintain the Statewide Financial
System (SFS) Asset Management (AM) module (SFS AM). (Formerly the Statewide Capital
Asset Accounting Systems (SCAAS)). To receive access/permission to the SFS AM, contact
your agency’s SFS Agency Security Administrator (ASA) who will contact SFS to request a
user name and password on your behalf. Then you will be able to access the module at
https://fin.sfs.ny.gov.

Once permission is granted, job aids are available in the ‘References and Resources’ section
on SFS Secure, which can be accessed using your NY.gov ID login information. You may
need to request your ASA to give you access to SFS Secure as well, if you do not already
have it. Contact the Bureau of Capital Assets at ogs.sm.fixed.assets@ogs.ny.gov if you have
trouble accessing the job aids.

The chapters of this Manual are separated into the various transactions required to maintain the
AM module in SFS. The people responsible at each agency for monitoring and reporting capital
asset activity include:

e Property Control Manager(s).
e Purchasing Unit Personnel.

A brief description of these positions and the related responsibilities follow. Many agencies
currently have these positions, or very similar positions established. The responsibilities for each
transaction are outlined in more detail in the individual chapters.

Property Control Manager — The Property Control Manager at a facility or other site is responsible
for gathering information related to the capital asset activity at the site and preparing the capital
asset input forms. This information is gathered through examination of both the capital asset itself
and all related documentation (e.g., Purchase Order, contract, manuals, etc.). The capital asset
data is entered into the New York Statewide Financial System Asset Management module (SFS
AM) by agencies. Each chapter outlines in detail the procedures to follow in gathering the
information and routing the forms to the proper office(s). The Property Control Manager will be
immediately responsible for all capital assets and capital asset record-keeping activity at the
facility or site.

Purchasing Unit Personnel — The Purchasing Unit plays a key role in the early identification of
capital assets. Whenever possible, Purchasing Unit personnel are expected to identify capital
assets when they are ordered. This should be identified on the Purchase Order and a copy or
photocopy sent to the Property Control Manager.
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Chapter I. Introduction

Chapter I. Introduction
A. OVERVIEW

a. General Overview and Purpose

The State has a significant investment in capital assets such as land, land improvements,
buildings, building improvements, infrastructure, library books, works of art, historical treasures,
intangible assets, machinery and equipment. In a major effort to improve financial reporting,
accountability and operational efficiencies in managing these assets, the State has established
the Statewide Financial System (SFS) Asset Management (AM) module (SFS AM).

The SFS AM houses capital asset information for financial reporting and inventory purposes. The
capital assets are reported in the Statement of Net Assets included in the State’s Basic Financial
Statements. Assets of Public Benefit Corporations (PBCs), which are properly included in the
PBC'’s financial statements, prepared in accordance with Generally Accepted Accounting
Principles (GAAP), are not recorded in the Statement of Net Assets. For years ending after April
1, 1987, the State is required by law (Chapter 405, Laws of 1981) to report on this account group.
The primary purpose of the system is to maintain auditable information on the State's capital
assets in accordance with GAAP. It is the desire of the State to receive and retain an unqualified
audit opinion for capital assets, as well as the Government Finance Officers Association (GFOA)
Certificate of Achievement. This type of recognition would assist the State in obtaining the best
possible bond ratings and enhance the accountability for capital assets.

In addition, the SFS AM is manually linked to the State’s Real Estate Management (REM)
coordinated by the Bureau of Land Management (BLM). Asset data entered using SFS AM is
manually linked to BLM, and BLM maintains the State Land Inventory, dispositions of State Land,
the transfers of jurisdiction of State lands from one agency to another and the declarations of
surplus buildings and improvements. To facilitate this management, BLM has and maintains,
Grantee/Grantor indices for colonial patents and post-revolutionary sales and mapping of State-
owned land.

Legal authority and responsibility to maintain the State Land Inventory is provided to the New
York State Office of General Services (OGS) under 8 2 (2) of the Public Lands Law. See
Appendix G for a citation.

The historical and replacement cost of an asset, as well as the asset's location, physical condition
and utilization rate, are examples of the information collected, stored and made available in a
variety of reports produced by the SFS AM.

It is the agency's responsibility to maintain accurate capital asset information on the
system. The OGS, Bureau of Capital Assets (BCA) and BLM act as service bureaus to the
agencies, monitoring and coordinating inputs to the system, maintaining the capital assets
database and distributing reports. Centralizing this information in a single master file enables
the State and agency managers to effectively budget, account for, and control the acquisition
and disposition of capital assets.
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The purpose of this Manual is to provide agencies with an understanding of the SFS AM in
relation to their roles and responsibilities for maintaining it.

Chapter Il outlines which assets are to be included and capital asset criteria. Chapters Il through
VI outline the steps an agency must follow when acquiring, declaring surplus, and transferring or
retiring (i.e., disposing of) a capital asset.

Chapter VIl outlines the steps required to update or modify information already on the master file,
and Chapter VIl outlines the issues of impairment. Chapter 1X describes the procedures for
performing a physical inventory of the capital assets.

The appendices contain: Screen Shots and Forms (Appendix A); Field Definitions (Appendix B);
Agency Business Units, Level Codes, Transaction Level Department Values (Appendix C);
Agency Location Codes (Building and Facility) (Appendix D); Capital Asset Profile IDs (Appendix
E); Agency Fund Source Codes (Appendix F); and Public Lands Law Citations (Appendix G).

b. General Terms and Definitions

Abandonment — The disposal or retirement of an asset due to the complete deterioration or lack
of usefulness. This occurs when an asset ages and the wear and tear either renders it useless or
costs too much to maintain the asset. An example of this would be a large dump truck that, after
20 years, must be repaired every 10 days and eventually becomes non-operating. Refer to
Chapter VI, Section B, Part a.

Abandonment of State Real Property — Public Lands Law § 30-a. The head of any state
agency having custody or jurisdiction over state-owned lands may determine that such lands are
no longer necessary or useful to the purposes of such agency. Upon the filing of a declaration of
abandonment of such lands with an approval thereof by the Commissioner of the New York State
Office of General Services such lands shall become unappropriated state lands.

Activity Report — A report received by a Property Control Manager that summarizes capital
asset transactions for a given period. Examples of activity reports include capital asset additions,
transfers, disposals and adjustments.

Addition — The acquisition of a capital asset through purchase, construction, donation or capital

lease. The asset is acquired to be used in the ordinary course of an agency's normal operations.

The acquisition is not made with the intent to resell or consume the asset (i.e., supplies). Refer to
Chapter Ill, Section B.

Ad-hoc Reports — Reports requested by an agency that are not produced on a periodic basis.
Agencies are permitted to request "Tailor Made" reports for their specific needs. The BCA will
consider each of these reports and respond to the agency request.

Office of General Services
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Chapter I. Introduction

Adjustments — Any change to the cost of a capital asset. All changes in prices must go through
the BCA. This can result from additional costs incurred after the initial purchase of the asset to
place it in working order (e.g., constructing a slab to put a large machine on).

Agency Level Code — The two-digit agency prefix number to be entered into the SFS AM in front
of the Tag Number. This identifies the business unit that owns the asset. Refer to Appendix C.

Amortization — When applied to a capital asset, amortization is the allocation of its cost over the
period of its economic benefit. Amortization is calculated by expensing a prorated portion of the
capital asset’s cost each year of its estimated useful life. Amortization is computed with respect to
an asset’s period of benefit and may be applied to both tangible and intangible assets. For most
purposes, the term “depreciation,” is deemed to include “amortization”.

Ancillary Costs — Costs required to bring a capital asset into use. Such costs include delivery,
installation, sales taxes, legal fees, documentation charges, etc.

Asset (Taq) Number — The number (alphanumeric code) assigned to a capital asset to uniquely
identify the asset among all other assets. The number will consist of a series of letters and/or
numbers that vary slightly depending on the type of asset and the method used to identify it. This
number will be used to access and report on information related to the asset. Refer to Chapter Ill,
Section C, Step 1.

Asset System — A group of interdependent parts or components acquired to be used in the
normal operations of the agency. Examples of asset systems would be telephone system,
computer equipment and closed-circuit security monitoring equipment.

Auditable — Records and documentation are maintained in an orderly, accessible manner. This
enables auditors to examine the records in support of capital assets. All records are expected to
be maintained in this manner.

Bargain Purchase Option — A provision of a lease agreement that allows the lessee to purchase
(typically at the end of the initial lease term) the leased asset at a price that is so low (generally
substantially lower than the estimated fair market value) as to make its exercise relatively certain.

Betterment — See Improvement.

BCA - Bureau of Capital Assets — A statewide centralized bureau, which gathers, inputs and
reports on capital asset information from the agencies. The bureau maintains an account of all
capital assets and coordinates the distribution of activity and management reports. The BCA may
be reached at:

New York State Office of General Services
Bureau of Capital Assets

32" Floor, Corning Tower

Empire State Plaza

Albany, NY 12242
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Chapter I. Introduction

Phone: (518) 474-1021
Email: OGS.sm.Fixed.Assets@o0gs.ny.gov
Website: http://www.sfs.ny.gov

Building — A structure built for permanent use with at least three walls and a roof that is recorded
in the SFS AM, broken down into 10 components, each recorded as an individual asset. All
buildings, regardless of cost, are included in the SFS AM. Refer to Chapter I, Section B, Part b.

Building Improvements — Fixtures, machinery and other items attached to or installed in State-
owned buildings in such a way that they cannot be removed without causing damage to
themselves or the buildings to which they are affixed.

Business Unit (BU) — The SFS-assigned NYS agency or Business Unit in the SFS AM.
Example: OGS11 is the Business Unit to use in the SFS AM for OGS; DOC11 is the Business
Unit to use in SFS AM for DOCCS.

Capitalization — For purposes of the SFS AM, capitalization is the recording of assets that meet
the following capital asset criteria:

e Equipment — Cost over $40,000 and has a useful life of two years or more.

e Building Improvements and Land Improvements — cost over $100,000 and has a useful
life of two years or more.

e All buildings and land (in other words, effective threshold is “$0 or more” for buildings

and land).

Infrastructure that costs over $1,000,000.

Intangible Assets that cost over $1,000,000.

Capitalization Threshold — The cost at or above which a long-lived asset should be capitalized.
Amounts spent to acquire long-lived assets with a cost falling below the capitalization threshold
should be expensed.

Capital Asset — Any land, building, equipment, improvement, infrastructure or intangible that are
used for government operations and meet the capitalization definition.

Capital Asset Representative — The person or persons responsible for coordinating the
agency’s capital assets.

Capital Lease — A capital lease is an agreement between an agency and lessor whereby the
agency makes periodic payments for the use of an asset in its normal operations. The terms of
the lease are such that the agency in effect "owns" the asset. To determine if a lease qualifies as
a capital lease, it is examined to see if it meets any one of the following four criteria:

1. There is a bargain purchase option in the lease enabling the State to purchase the leased
asset for less than its current market value at the end of the lease term.

2. There is a transfer of ownership of the asset to the State at the end of the lease term.

3. The net present value of future minimum lease payments is 90 percent or more of the fair
market value at the beginning of the lease term.
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4. The lease term is 75 percent or more the economic useful life of the asset.
A capital lease amounts to an installment purchase of the capital asset.

Collection — Works of art, historical treasures, and similar assets, whether donated or
purchased, that meet all the following conditions:

a. Held for public exhibition, education, or research in furtherance of public service, rather
than financial gain

b. Protected, kept unencumbered, cared for, and preserved

c. Subject to an organizational policy that requires the proceeds from sales of collection
items to be used to acquire other items for collection

Component — One part of a group of separate parts that make up a capital asset. A component
can be a single piece of equipment that is part of an asset system, or one of the 10 major building
components as described in Chapter II.

Computer Hardware — Computer hardware consists of all the equipment that can be considered
a component of, is typically attached to, or communicates with an information system. The term
encompasses processing units, memory apparatus, input and output devices, storage devices
and connectivity equipment.

Computer Software — There are two major categories of software: system software that controls
the hardware components and enables the basic functions of the system, and application
software that is used to accomplish specific tasks such as word processing. Software may be
purchased from a vendor or developed internally.

Construction — Building a structure or infrastructure as opposed to buying or leasing one already
complete. This can be done by contracting an outside builder or using one of the three
construction agencies in the State. When a building is constructed, the total cost must be broken
down into the 10 major building components. Cost of construction includes all incidental
expenditures made to place the asset into working order (e.g., materials, labor, licenses, fees,
legal costs, etc.).

Construction in Progress (CIP) — Construction in progress includes the costs incurred for
uncompleted capital projects involving the construction or installation of buildings, improvements,
roadways, bridges, etc. The term also extends to other capital assets, such as large computer or
telecommunication systems, which have been undertaken but not brought into service by the end
of a reporting period.

Cost — The price paid, to be paid, or deemed to have been paid to acquire an asset.

Depreciation — The method of allocating historical cost of a capital asset over its estimated
useful life in a systematic and rational manner. The estimated useful life is the estimation of time
that the asset will provide the benefit of use.

Office of General Services
Financial Administration
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Disposals — The abandonment or retirement of a capital asset. An agency that sells, donates, or
throws away a capital asset must report it to the Bureau of Capital Assets following the
procedures in Chapter VI.

Donation — Acquisition of capital asset for nothing in return. This pertains to assets given to an
agency at no cost. The assets are to be valued at the fair market value of similar assets at the
time of donation. A “donation” from another agency should be treated as a transfer.

Easement — An interest in land owned by another person for a specific purpose.

Equipment — Any piece of machinery, vehicle, or other device that is used in the normal
operations of a State agency. The asset must cost more than $40,000 and have a useful life of
two years or more. Examples of equipment include printing presses, computers, trucks, cranes,
winches, and tractors.

Estimated Historical Cost — An estimate of the purchase price of a capital asset. An estimate
may be derived from vendor price lists or catalogs, similar assets, staff estimates, or appraisals.
This should only be assigned as the cost of a capital asset when the actual historical cost is not
available.

Facility Record — A record in the SFS AM that reflects the land that currently makes up a facility.
This record contains all pertinent data related to the land.

Fair Market Value — Fair market value is the amount at which an asset could normally be
exchanged between willing parties. Fair market value at the time of acquisition can be estimated
by reference to manufacturers’ catalogs or price quotes in advertisements; contemporaneous
sales of comparable assets; or, publications that specialize in listing prices of particular kinds of
assets. Fair market value can also be established by using the services of an industry appraiser
or expert.

GASB - Governmental Accounting Standards Board. The GASB is the body authorized to
establish accounting standards for state and local governments.

GASB 34 — Statement Number 34, issued by the GASB, entitled “Basic Financial Statements —
and Management’s Discussion and Analysis — for State and Local Governments.” Issued in June
1999, this pronouncement established new reporting requirements and accounting standards
relating to state and local governments’ capital assets.

Grantee — Buyer of real property.
Grantor — Seller of real property.
Historical Cost — The cost incurred to acquire a capital asset and place it into service in the

normal operations of the agency. Cost includes amounts paid or value assigned (in the case of a
donated asset) and any incidental costs incurred to place the asset into service, such as freight,
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installation charges, preparation of the area in which the asset will be operated, etc. NOTE: The
cost of removing an old asset being replaced is not includable.

Historical Treasures/Works of Art — An asset (building, work of art, artifact, place) that has
been declared historical by either the federal government or the State. These items are not
depreciated if they are maintained and held for public exhibition. The historical cost of these items
may be depreciated at an appraised value if they are donated.

Impaired Capital Assets — Governments generally hold capital assets because of the services
the capital assets provide. Capital asset impairment is a significant, unexpected decline that
affects the service utility of the capital asset. The events or changes in circumstances that lead
to impairments are not considered normal and ordinary.

Improvements — Any additions to or costs incurred that increase the useful life of the asset
and/or that will result in an asset performing functions that it previously did not perform.
Improvements can be separated into two categories: additions to a previously existing asset, or
replacement of a component of plant or equipment with new part that significantly improves the
asset’s performance. In each case the result will tend to enhance the overall efficiency of the
asset and increase the useful life. Improvements must be separately identified from normal
maintenance and upkeep. Any expenditure made to keep an asset operating at its normal
capacity or preventing it from prematurely deteriorating, is considered maintenance and should
not be added to the value of the asset. An example of an improvement would be taking an old
engine out of a truck and replacing it with a newer, bigger one. Maintenance would be replacing
the oil, spark plugs and antifreeze in either the old or the new engine.

Infrastructure — General government capital assets that are immovable and have value only to
the governmental unit, unless sold. Examples are roads, bridges, tunnels, dams, beaches,
pedestrian and bicycle paths, drainage systems, lighting systems, water and sewer systems,
piers, boardwalks and other similar items.

Initial Inventory — The beginning inventory taken to establish the initial database for the
Statewide Financial System Asset Management module (SFS AM). The agency will conduct its
own inventory and be responsible for reporting to the BCA.

Intangible Asset — A resource lacking a physical substance. Copyrights, patents, easements,
software and intellectual property are all examples of intangible assets.

Installment Purchase — Purchase method calling for payment to be made in periodic
installments. Transfer of ownership occurs at the time of the purchase, although this method
delays the recognition of expense until payments are made.

Land — A capital asset recorded individually by "parcel” in the SFS AM. All land, regardless of
cost, should be included in the system. After the initial recording, land will be maintained and
reported on a facility basis using a "facility record". The land is recorded as a capital asset
separate from any improvements made to it. Only those improvements costing more than
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$100,000 and having a useful life of two years or more should be included in the system and
reported as land improvements.

Land Improvements — Improvements following the acquisition of land are in this category.
Such assets have a limited economic life. Obviously, these assets are not "tagged" in the
same way as furniture or equipment. However, accountability for the assets is necessary.
Examples of land improvements include walkways, parking lots, streetlights, landscaping and
fencing.

Lease — An agreement entered by an agency, whereby periodic payments are made to a
separate entity outside the State for the right to use an asset, such as computers, buildings,
vehicles, etc. See capital leased assets and operating leases.

Lease/Purchase — A lease agreement entered whereby the ownership of the asset being leased
transfers to the agency at some time during or at the end of the lease.

Liber — A book of deeds.

Location Code —The SFS AM eight-digit code that is the combined “old legacy” facility and
building numbers. (Ex. 0003-022 = OMH - Buffalo - Maintenance shop; P001-002 = DOCCS -
Albion CF — Chapel). Refer to Appendix D.

Loss — The involuntary disposal of a capital asset due to fire, flood, theft, vandalism, etc.
Standard retirement procedures should be followed to report the loss to the SFS AM.

Maintenance — The normal repairs and upkeep performed on an asset to keep it operating in an
appropriate condition. These repairs will not prolong the life of the asset, but merely keep it
operating properly.

Management Report — Reports produced by the SFS AM, which are available on the web or at
the request of agency management to BCA. Reports include information relevant to the cost of
replacing capital assets, condition, location and status of capital assets, etc. These reports should
be used by the agency in determining the need to repair or replace capital assets. The preferred
method for receiving management reports is from the SFS AM on the website.

Modification — Changes made to an existing capital asset record to maintain current and
accurate information, including:

e Correcting or updating data.
¢ Adding data.
e Deleting data.

All modifications are processed electronically.
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Modified Approach — As provided for in GASB 34, a comprehensive system of condition
assessment and maintenance that, when rigorously applied to infrastructure assets, may be used
as an alternative approach to depreciation.

Modify/Update — The process of changing an agency's existing data relating to a capital asset
due to reasons such as changes in site, condition or use. Records are updated electronically by a
Property Control Manager. Property Control Managers may receive an updated report from SFS
AM for their records of these modifications.

Operating Lease — Any lease agreement entered by the State that gives the agency the right to
use a specific asset or group of assets for a period of time. At the end of the term, the asset is
returned to the entity it was leased from. The lease does not meet any of the 4 criteria listed in the
capital lease definition. The ownership of the asset does not transfer to the State at any time
during the term of the lease.

Parcel of Land — A continuous tract or plot of land in one’s possession, no part of which is
separated from the rest by land in another’s possession.

Present Value — An amount determined by discounting a stream of future payments at a stated
or imputed rate of interest.

Profile ID — The 10-digit code in the SFS AM that is used to identify the asset (refer to Appendix
E):

Buildings begin with “B”.
Equipment begins with “E”.
Infrastructure begins with “I”.
Intangibles begin with “N”.

Land begins with “L”.

Land Improvement begin with “A”.

In this 10-digit code is the combined old legacy code (major/minor category) and includes the
useful life of the asset.

Property Control Manager — The person responsible for gathering and maintaining information
related to capital asset activity at that agency's site. This information is gathered through physical
examination of the asset and its related documentation. All capital assets and their activities are
the immediate responsibility of the Property Control Manager. The Property Control Manager is
further responsible for monitoring and reporting all capital asset information to the Bureau of
Capital Assets.

Purchase — Acquiring an asset by paying for it, exchanging another asset for it, or a combination
of the two. Writing a check, paying cash, assuming a mortgage and trading in an old asset are all
examples of methods of purchasing an asset. Purchases are limited to acquisition of assets
delivered and placed into service in the condition they were received in (e.g., already complete,
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not requiring construction). NOTE: Minor assembly in the case of equipment does not constitute
construction.

Real Property — land and anything growing on, attached to, or erected on it, excluding anything
that can be severed without injury to the land.

Reference to Source — A number or code denoting the type of document that generated the
acquisition of a capital asset, such as a purchase order or contract number. This provides an
audit trail to support capital asset additions for a given period. An example would be the voucher
number on a voucher used to pay for a computer, or the lease number on a capital lease.

Renovation — Construction performed on an already existing building to enhance its usefulness.
This also includes replacement of destroyed portions (e.g., fire damaged rooms). Costs must be
carefully monitored, and an estimate of the percentage of the building component renovated must
be made and reported for each renovation.

Replacement Cost — The amount needed to replace a capital asset now. This cost accounts for
inflation. It provides management with a tool in determining an amount required to replace
outdated assets.

Retirement — Synonymous with disposal, the retirement of a capital asset takes the asset out of
service. Before retiring the asset (except where an involuntary loss has occurred), the Property
Control Manager should declare the asset as surplus. If it is determined that the asset is no
longer useful, the Property Control Manager should follow the procedures in Chapter VI. This is
only to be done when the asset is being removed from service permanently.

Right of Way — The right to pass through property owned by another.

Sale — Disposal of a capital asset in exchange for some consideration. This would include selling
the asset for money or exchanging it for another asset.

Salvage Value — The presumed or estimated residual value of a capital asset at the end of its
useful life.

Statewide Financial System Asset Management Module (SFS AM) — The module within SFS
in which capital asset information is maintained. The primary purpose of the SFS AM is to
maintain auditable information on the State's capital assets in accordance with Generally
Accepted Accounting Principles. The system will improve controls, financial reporting,
accountability, and operational efficiency in managing capital assets. Complete, accurate records
help management identify underutilized assets, those that will need to be replaced or modified,
and aids management in budget planning.

Stencil — Some agencies have taken measures to uniquely identify assets by painting or sticking
numbers, letters, or a combination of the two, somewhere on the asset. This stenciled code will
become part of the asset number used to uniquely identify the asset among all other assets if the
stenciling system used is assigned on an agency-wide basis.
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Straight-line Method — A way of computing depreciation or amortization. The straight-line
method recognizes the reduction of a capital asset’s value equally over all the months of its useful
life.

Supporting Documentation — Documents or materials used to originate the purchase and
disposal of a capital asset. The documentation would provide evidence in support of the cost
used to value an asset or evidence of its retirement. Included as supporting documentation would
be vouchers, purchase orders, receiving slips, contracts, mortgages, leases, titles of ownership,
deeds, etc.

Surplus — An underutilized asset that may be either transferred to another agency or retired. The
Office of General Services, Division of Surplus Personal Property Disposition
(OGS.sm.state.surplus@ogs.ny.gov) compiles a listing of assets that may be redistributed to an
agency needing them. If the Division determines that the asset has no practical use, it will notify
the agency to retire it.

Tag Number — Unless otherwise identified, a bar-coded tag is attached to equipment assets. The
“Tag” number coded on it consisting of a 10-digit sequential code unique from all other asset
numbers within the agency. This number will be used to uniquely identify this asset among all
other assets similar and dissimilar, in the Statewide Financial System Asset Management module
(SFS AM).

Tangible Asset — A resource having physical substance. Buildings, land and machinery are alll
examples of tangible assets.

Transfer — The physical movement of an asset or change of responsibility for an asset from one
agency or facility to another. For this to be reported properly, both the agency transferring the
asset out and the agency transferring the asset in will be required to complete the required forms
from the Office of General Services, Division of Surplus Personal Property Disposition
(OGS.sm.state.surplus@ogs.ny.gov).

Transfer of Jurisdiction — Public Lands Law § 3(4). The Commissioner of General Services,

upon the application of any state agency, may transfer the jurisdiction over any state lands, upon
the consent of the agency already having jurisdiction over such lands. The transfer of jurisdiction
can take place upon such terms and conditions as the commissioner may deem just and proper.

Unappropriated State Lands — Public Lands Law § 30. All lands belonging to this state which
are not directed by law to be kept for or applied to any specific purpose. This includes all
escheated lands.

Updating — The process of keeping information related to an asset current, such as the utilization
of a building. Information subject to change should be periodically evaluated and changes made
to reflect the current status of an asset. This is done following procedures for modifications in
Chapter VII.
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Chapter I. Introduction

Useful Life — The period of time an asset is expected to operate efficiently for its designed
purpose. This life will be used to depreciate the asset.

Utilization Rates — The percentage of a capital asset that is currently being used. This applies to
land, buildings, and their improvements, but not to equipment.

Office of General Services
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Chapter Il. Capital Asset Criteria

A. OVERVIEW

In general, capital assets are defined as tangible and intangible property to be used over a long
period of time and having a significant value. These assets are not intentionally acquired for
resale, nor are they readily convertible to cash.

The major types of assets included in the Statewide Financial System (SFS) Asset Management
(AM) module (SFS AM) are:

Land*.

Land improvements costing over $100,000.

Buildings*.

Building renovations and improvements costing over $100,000.
Construction in Progress.

Equipment costing over $40,000.

Infrastructure costing over $1,000,000.

Library Books costing over $5,000 each.

Works of Art and Historical treasures costing over $40,000.
Intangible Assets costing over $1,000,000.

*NOTE: All land and buildings must be entered into the SFS AM regardless of cost (e.g.,
even if donated or constructed/acquired at a negligible cost).

Examples of such capital assets are:

e Copyrights. e Park Lands. e Trucks.

e Patents. ¢ Office Buildings. e Roads.

e Computers. e Parking Lots. e Bridges.
e Easements. e Software.

As stated in the general definition, the identifying characteristics of a capital asset are "significant
value" and "useful life". The State has determined that equipment, with a cost of over $40,000,
land improvements with a cost over $100,000 and infrastructure, intangibles assets over
$1,000,000 are significant values for a capital asset ($100,000 for building renovations and
improvements and $5,000 for library books). Therefore, if an asset meets the test of significant
value and has a useful life of two years or more, it should be included in the SFS AM.

In setting this policy, the State determined what the minimum cost of an asset must be (i.e., its
significant value) to justify the time and expense of maintaining the information required by the
SFS AM. (Agencies have the option of including assets costing $40,000 or less.)
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NOTE: The $40,000 capitalization policy for including assets in the SFS AM is for financial
reporting purposes only. It does not supersede the Property Control Policy for equipment
established by the Office of the State Comptroller or individual agency policy.

B. ASSETS To BE INCLUDED

a. Land and Land Improvements

Each "addition" or “purchase” of land by the State is recorded as a separate deed asset in the
SFS AM. Land improvements, such as parking lots, sidewalks, retaining walls, yard lighting,
fencing, etc., are also recorded as separate assets in the system. For example, a parking lot
would be recorded as a separate asset from the land underneath it. NOTE: Although land assets
are included in the system regardless of cost, land improvements are only included in the system
if they cost over $100,000 and have a useful life of two years or more.

Land deed records usually become associated with a facility. For this reason, land is aggregated
and reported to the agency on a "facility” basis. The agency will use the "facility record" of land to
update land utilization information, etc. in the system on a continuing basis.

b. Building Components

A building is recorded in the system as 10 "component” assets. These 10 components are:

00 General Construction The basic construction components, such as foundation
wall, interior foundations, slab on ground, framing,
exterior wall, and structural floor.

01 Site Preparation Clearing, grading, installing public utilities, etc.

02 Roof and Drainage The roof covering materials and roof drainage.

03 Interior Construction Interior finish of the building, such as floor finish,
ceiling finish, wall partition materials and finishes.

04 Plumbing General plumbing, fixtures and installation of such

items as sinks, lavatories, drinking fountains,
bathtubs, showers, urinals, water heaters, water
closets, etc.

05 Heating, Ventilating and The system for heating, ventilating and cooling a
Air Conditioning (HVAC) building (e.g., furnace, boiler, rooftop packaged
units, central cooling systems, etc.)

06 Electrical The quantity and type of electrical services
including wiring and lighting.
07 Fire Protection, Life Such items as a sprinkler system, manual fire
Safety alarm system, and an automatic fire detection
system.
08 Elevators The quantity of elevators and the elevator
landings.
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09 Miscellaneous Features such as emergency generators, intrusion
alarm systems, electric doors, fire escapes, public
address systems, etc.

c. Equipment

All equipment that costs over $40,000 and has a useful life of two years or more will be recorded
in the State Financial System Asset Management module (SFS AM) and tagged or identified if
applicable. Equipment is defined as any vehicle, piece of machinery, or other device that meets
the capital asset criteria and is used in the normal operations of the agency. Examples of
equipment would include, but are not limited to:

e Trucks. e Buses.

e Computers. e Construction Machinery.
e Printing Press. e Telecommunications.

e Tractor. e Electronics.

Each piece of equipment acquired will be recorded as a separate asset in the SFS AM.

The individual pieces of equipment that make up an asset system are evaluated separately. If a
piece of equipment within an asset system costs over $40,000 and has a useful life of two years
or more, it will be tagged and included in the SFS AM. Examples of such systems are
communication systems, computer and security systems, and audiovisual labs. All the pieces of
equipment that make up these systems will be evaluated separately.

A computer system, for example, is made up of a CPU, external disk drive(s), printers, and
terminals. Each of these pieces of equipment would be individually evaluated, and if any meet the
capital asset criteria, they would be tagged and included in the SFS AM. In this example, the
items that make up the internal part of the CPU, such as internal disk drives, memory, memory
upgrades, etc., should not be evaluated or tagged separately. Rather, the “CPU box” should be
assigned one tag and reported as one asset (as along as its cost, including all internal
components, cost over $40,000).

d. Renovations and Improvements to Buildings and Equipment

Renovations made to buildings and equipment are recorded in the SFS AM if they meet the
capital asset criteria established (i.e., over $40,000 cost for equipment, $100,000 for buildings
and a useful life of two years or more). A renovation enhances an already existing asset to a
condition beyond that which results from normal maintenance repairs, and/or increases the useful
life of the asset. Replacing a roof, or installing a better electrical system in a building, are
examples of renovations.

Improvements are defined as the addition of a new building component or section where one
did not previously exist and should be recorded as a capital asset addition rather than a
renovation. These additions are the acquisition of a capital asset where one did not previously
exist. Renovations, on the other hand, either add to, update, or repair a previously existing
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capital asset. An example of building improvement would be putting an air conditioning system
in a building where there was none previously. (NOTE: cost must be over $100,000). An
example of an equipment improvement would be placing a color synthesizer in a black and
white printing press to enable it to print in color. (NOTE: cost must be over $40,000).

NOTE: Agencies may report Renovations and Improvements down to a lower threshold for
management purposes.

Although associated with an existing asset, these improvements and additions are recorded
separately in the system. (See complete discussion of the coding scheme in Chapter 111.)

An agency may at its own discretion, report renovations and/or improvements that cost less than
$100,000 for management purposes.

Maintenance activities (e.g., painting, minor repairs, etc.) restore an asset to its former condition
or make it possible for the asset to be utilized for its estimated useful life. In other words,
maintenance activities keep an asset in good working condition throughout its estimated useful
life. Maintenance may be distinguished from renovations and improvements by the fact that
maintenance does not extend the useful life of the asset. For example, service contracts for
elevators are considered maintenance. These types of expenditures are currently not recorded in
the SFS AM. If, however, it is determined later that maintenance information is required, this
information will be captured.

Custodial services are not included under the category of asset maintenance. Custodial services
(e.g., cleaning) or activities such as lawn mowing do not generally affect (i.e., maintain or extend)
an asset's useful life. Therefore, these types of expenditures are not recorded separately or in
conjunction with the Capital Asset Record.

The following contains additional examples to distinguish renovations and improvements from
maintenance activities and custodial services:

Comparison of Renovations and Improvements, Maintenance, and Custodial Activities

Renovation or_Improvement Maintenance Custodial
Renovations and Allows the asset to provide Does not affect the
improvements are capital service to the State for the usefulness or estimated
assets if they meet the estimated useful life. Does not useful life at the asset.
following criteria: extend the useful life. Custodial costs are not a
Maintenance is not a capital capital asset.
asset.
1. Replace worn outroof on | 1. Annual re-tarring of aroof | 1. Periodic sweeping of
a building by tearing off to prevent leakage and the roof to remove
the old one and building a premature deterioration. rubbish.
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new one: Renovation

Adding a color
synthesizer to a printing
press to enhance its
capabilities: Improvement

Replace small parts or
perform general servicing
to make the press work

properly.

Purchase 10 reams of
paper and boxes of ink
for the press.

Remove old insulation
and reinsulated the walls
of a building to enhance
heating capabilities and
efficiency: Renovation

Placing weather stripping
around windows before
winter to stop heat
leakage.

Washing windows and
walls periodically.

Resurfacing a parking lot
due to deterioration:
Renovation

Patching holes in the
surface to maintain a flat
surface.

Periodic cleaning,
collection of litter,
sweeping, etc.

Carpeting an entire floor
of a building not
previously carpeted:
Improvement

Shampooing the carpet of
an entire floor to maintain
appearance.

Clean a spoton a
carpet caused by
spilling something.
Periodic vacuuming.

Replace regular windows
in a building with passive
solar windows for greater
energy efficiency:
Renovation

Replace a broken window
with a new one.

Wash windows to
maintain visibility.

e. Leased Assets

In general, assets included in the SFS AM are, by definition, owned by the State. The three major
acquisition methods are:

e Purchase.
e Construction.
e Donation.

In addition, the State may also lease assets. Although not actually owned by the State, assets
acquired via certain types of lease arrangements must also be included in the SFS AM. The
Office of General Services will make this determination. The two types of leases are:

Capital Lease (Lease/Purchase) — A contract entered by an agency to make periodic payments to
the owner of a capital asset for the right to use it in the normal operations of the agency. Included
in the contract is a provision that transfers ownership of the asset at some time during or at the
end of the lease. These assets should be recorded by asset type.

Operating Lease (Rental) — Periodic payments made to the owner of a capital asset, for the
(Rental) right to use the asset in the normal operations of a state agency. The asset remains the
property of the owner throughout the rental period (without an option for the agency to purchase
the asset) and is returned to the owner at the end of the lease term.
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The agency will review each lease. If the asset is being leased for a period greater than two
years, and it appears to meet the regular capital asset criteria (using the asset’s fair market value
to determine if it meets the over $40,000 minimum value), the agency will submit information
regarding the lease into the SFS AM. The agency will process the information using four criteria
to determine if the asset should be recorded as a capital asset in the SFS AM. The criteria to be
used by the agency are as follows:

1. The lease transfers ownership of the property to the agency by the end of the lease term.
2. The lease contains an option to purchase the leased property at a bargain price.

3. The lease term is equal to or greater than 75 percent of the estimated economic life of the
leased asset.

4. The present value of rental and other minimum lease payments equals or exceeds 90
percent of the fair value of the leased asset.

Any lease that meets any one of these four criteria is a Capital Lease. This type of lease indicates
that, by the terms of the lease, the State in effect "owns" the asset and should record it as a
capital asset. Upon positive determination, the agency must add the asset to the system using
the same procedures as for assets purchased by the State. (See Chapter IIl — Acquiring a Capital
Asset.)

Improvements made to capital leases (i.e., lease / purchase agreements which by their terms
indicate that in effect, the State "owns" the asset and records the asset in the SFS AM) should be
included in the system, using the same criteria as other types of improvements (cost over
$40,000 for equipment and $100,000 for buildings with a useful life of two years or more).

Leases that do not meet any of the four criteria listed above are Operating Leases. These leases,
by their terms, are no more than an arrangement to "rent" the asset for a period of time. These
assets are not included in the SFS AM.

f. Leasehold Improvements

Renovations and Improvements made to operating leases (i.e., leases that do not meet the
capital asset criteria), commonly referred to as leasehold improvements, should be included in
the system if they meet the capital asset criteria established for renovations and improvements.
However, the estimated useful life of a leasehold improvement cannot exceed the remaining
period covered by the lease.

Example: A state agency is leasing one floor in a 20-floor building. The provisions in the lease
do not meet any one of the four criteria described in previously for a capital lease. As such, the
lease is an operating lease and therefore not a capital asset.

If the agency has a raised floor and secured walls installed to accommodate a computer,
and the cost is over $100,000, and it has a useful life of two years or more, it must be
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recorded in the SFS AM as a capital asset. It would be coded as a Leasehold
Improvement.

When an agency makes renovations and improvements to leased space, the Property
Control Manager at the agency making the improvement should notify the Bureau of
Capital Assets at OGS.sm.Fixed.Assets@0gs.ny.gov.

g. Construction in Progress

Construction in Progress (CIP) is an asset account that reports the current expenditures of
construction projects that are incomplete. Expenditures of incomplete construction projects
must be capitalized but not depreciated until the project is complete.

DOT reports their infrastructure assets and CIP directly to OSC and OGS reports the CIP for
OGS Design & Construction (D&C) and Dormitory Authority (DASNY) managed projects. In
addition, OGS adds the qualifying assets completed by D&C and DASNY to the SFS Asset
Management module on behalf of the state’s agencies.

Agencies with construction projects that are completed internally or by third parties (other than
D&C and DASNY) should forward their Construction in Progress reports to OGS at fiscal year-
end, in order that OGS can include these reports with the CIP submission to OSC. It is the
agencies’ responsibilities to ensure that all completed projects done internally or by third parties
are added to the SFS Asset Management module if they meet the statewide capital asset criteria
described in this Manual.

h. Infrastructure

GASB Caodification Section 1400.103 defines infrastructure as long-lived capital assets that
normally are 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.

Other than the Department of Transportation, all infrastructures exceeding the capitalization
threshold of $1,000,000 should be entered in the SFS AM by the respective agency.

The Department of Transportation will be using the “modified approach” for all its infrastructure
assets. Details of the modified approach are as follows.

Infrastructure assets that are part of a network or subsystem of a network need not be
depreciated if both of the following conditions are satisfied:

e A comprehensive asset management system is employed that accomplishes all the
following:
o Maintains an up-to-date inventory of eligible infrastructure assets.
o Performs regular, periodic and complete condition assessments of the assets
and summarizes the results using a measurable scale.
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o Estimates, on an annual basis, the amount needed to maintain and preserve
the eligible infrastructure assets at the condition level established and
disclosed by the agency.

e The agency documents that the eligible infrastructure assets are being preserved at
or above the condition level established and disclosed by the agency.

Using the modified approach, costs for both maintenance and preservation of eligible assets
should be expensed when incurred. Additions and improvements to the network should be
treated as betterments.

If the modified approach is used, it should be applied to all the assets within the selected network
or subsystem. The selection of the modified approach by an agency may be made independently
for each network or subsystem.

Should an agency for any reason be unable to maintain and preserve the eligible infrastructure
assets at the condition level established and disclosed, it must discontinue its use of the modified
approach. When an agency discontinues use of the modified approach, it must depreciate
infrastructure assets. Depreciation is to begin in the fiscal year following that in which the modified
approach was discontinued. Depreciation should not be retroactively applied. This is, in effect, a
change in the estimated useful life and should be reported as a change in accounting estimate.

Because of the stringent requirements related to the adoption of the modified approach, agencies
considering implementation should contact the Bureau of Capital Assets (BCA) for additional
information.

i. Library Books

Unless a book is defined as rare or historical (in which case it is a historical treasure and would
fall under section j below), individual library books less than $5,000 should be expensed.
However, if a book exceeds this threshold, it should be appropriately capitalized.

j. Works of Art and Historical Treasures

Accepted accounting principles regarding capitalization and depreciation of individual works of art
and historical treasures differ from the requirements for collections of such items. Works of art
and historical treasures that are not part of a qualifying collection are to be capitalized if they
exceed the threshold of $40,000. Capitalization requires that the value of a work of art or
historical treasure needs to be determined; this may be accomplished by ascertaining its
historical cost or by establishing the fair market value.

To qualify as a collection, all the following provisions must be met:

1. The collection is to be held for public exhibition, education, or research in furtherance
of public service, rather than for financial gain.
2. The collection is to be protected, cared for and preserved.
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3. The net proceeds from the sales of collection items are to be used to acquire other
items for collections.
a. The term “net proceeds” is defined as the gross selling price less all direct
expenses of the sale.
b. The collections to which the sold items and the acquired items belong need not be
the same.

Any individual items that are exhaustible should be depreciated over their estimated useful
lives.

Inexhaustible individual items need not be depreciated.

k. Intangible Assets

Intangible assets generally lack a physical existence. This category includes such items as
easements, software, copyrights and trademarks. Intangible assets should be treated as follows:

e Software — All software, whether internally or externally developed, unless otherwise
specified, are to be expensed.

e Copyrights and Trademarks exceeding the capitalization threshold of $1,000,000 should
be included in the SFS AM.

This section has presented the agency with general guidelines for determining if an asset should
be included in the SFS AM. In addition, the agency should refer to the Capital Asset Profile ID
Table in Appendix D for a detailed listing of asset categories to be included.

However, there may be cases that do not clearly fall within the guidelines or asset categories
provided. If the agency is uncertain about including an asset or improvement, contact the Bureau
of Capital Assets (BCA) at (518) 474-1021 for a final determination.

C. ASSET MANAGEMENT PROCESSING

Establish and Update Capital Asset Record

A capital asset record is initially established in the SFS AM:

e Electronically via the Internet — The agency can go to the SFS website
(http://www.sfs.ny.gov) where they enter and submit capital asset transactions if they
have been given proper authorization.

Once the information is processed and any necessary corrections are made, a new record is
created in the SFS AM . The Property Control Managers are asked to periodically check on their
agency’s assets.

If the capital asset is for a land purchase, the agency must submit deeds and maps with recording
information to:
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New York State Office of General Services
Real Property

26™ Floor, Corning Tower

Empire State Plaza

Albany, NY12242

Once the information is verified and any necessary corrections are made, a new record is created
in the SFS AM. It is recommended that the Property Control Manager do an inquiry periodically in
the SFS AM to verify that records reflect the necessary updates.

The agency uses the Asset Inventory query in SFS Reporting Tools to verify the information
relate