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GLC Capitalization Policy
Definition:  Capital assets or fixed assets are assets of a durable nature such as buildings, equipment, machinery, furniture and tools.  The major characteristics of fixed assets are:

· They are acquired for use in operations and are not for immediate resale.

· They are long-term in nature and are usually subject to depreciation.

· They possess physical substance.
Purpose:  The purpose of this policy is to clearly differentiate between Capital expenditures and Operating expenses.  It is not the intent of this policy to restrict flexibility as it pertains to IRS rules and regulations.
Policy:  All capital assets or fixed assets, whether purchased or fabricated, having a useful life in excess of one year and which have been acquired at a cost equal to or greater than $ 1,500 shall be capitalized.  Upon approval of the GLC Board of Directors, these expenditures shall be paid out of the appropriate fund.
Expenditures for fixed assets with a life of one year or less and fixed assets with a purchase price less than $ 1,500 shall not be capitalized and shall be paid out of Operating Funds.

The valuation of an asset to be capitalized is based on unit cost. A group of assets that in total cost $1,500 or more (e.g., 10 chairs costing $150 each) is not capitalized.  The total unit cost is determined by the sum of: 1) the cash disbursed (purchase price less applicable discounts plus applicable transportation and installation charges) for each unit; 2) the net book value of any assets given in exchange. 
After assets are ready for use, additional costs may be incurred that range from ordinary repairs to significant additions.  Costs incurred to achieve greater future benefit should be capitalized while expenditures that maintain a given level of service should be expensed.  In order for costs to be capitalized (capital expenditures), three conditions must be present:

· The useful life of the asset must be increased and exceed one year.

· The expenditures significantly increase the value of the asset.

· The expenditures do not reflect routine repairs and maintenance.
Expenditures that do not increase the useful life of the asset or ordinary repairs that maintain the existing condition of the asset or restore it to normal operating efficiency should be expensed immediately.  However, extraordinary repairs that will extend the useful life of an asset beyond the original estimate may be regarded as a capital expenditure.
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