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A. Purpose and Goals.  The purpose of this policy is: (1) to describe the policies and 

procedures utilized in the County’s capital asset management system; and (2) to establish 

guidelines for accounting for and depreciating the County’s capital assets. 

 

The primary goals of this policy are: (1) to ensure that the County’s capital assets are 

accounted for in conformance with generally accepted accounting principles; and (2) to 

establish a consistent and cost-effective method for accounting of the County’s capital assets. 

 

This capital asset policy conforms to generally accepted accounting principles and closely 

conforms to capital asset accounting practices as recommended by the Government Finance 

Officers Association (GFOA).  Consistent with GFOA recommendations, the following 

applicable guidelines will be used to establish capitalization thresholds: 

 

1. Capital assets should be capitalized only if they have an estimated useful life of at least 

one year following the date of acquisition. 

 

2. Capitalization thresholds should be applied to individual assets rather than to groups of 

similar items (e.g., desks, tables). For assets that qualify for capitalization and 

depreciation under the “group method,” see Section C.1 (below) for discussion of the 

appropriate threshold application. 

 

3. As a general rule, capitalization thresholds should be designed to encompass about 80% 

of the County’s total non-infrastructure assets. 

 

4. In no case should the County establish a capitalization threshold of less than $5,000 for 

any individual item. 

 

5. Governments should exercise control over their non-capitalized assets by establishing 

and maintaining adequate internal control procedures at the department level. 

 

B. Definitions.  As used in this Policy, the following definition of terms shall apply. 

 

1. Capital Assets include land, land improvements, buildings, building improvements, 

construction in progress, machinery and equipment, vehicles, infrastructure, easements, 

intangible assets (such as computer software), works of art, and historical treasures. 

 

2. Capitalization occurs when the cost of the asset meets the “capitalization threshold” and 

the “estimated useful life” set in the organizational guidelines. 



 

3. Capitalization Threshold is the dollar amount that an asset must equal or exceed if that 

asset is to be capitalized. Otherwise, the item would be considered as an expense at the 

time of acquisition.  For purposes of this Policy, the capitalization threshold is $5,000. 

 

4. Depreciation is the process of allocating the cost of property over a period of time, rather 

than recognizing the cost as an expense in the year of acquisition. Generally, at the end of 

an asset’s life, the sum of the amounts charged for depreciation in each accounting period 

(accumulated depreciation) will equal the original cost less salvage value, if any. 

 

5. Donated Capital Assets are those properties contributed to the County. Donated assets 

are treated like any other capital asset using the estimated acquisition cost on the date 

received as its basis. 

 

6. Estimated Useful Life means the projected number of months or years that an asset will 

be used for the purpose for which it was purchased. In determining useful life, 

consideration is given to the asset’s present condition, use of the asset, construction type, 

maintenance policy, and how long it is expected to meet service demands. 

 

7. Fair Market Value is the amount that would be paid if the item were sold currently in a 

transaction between a willing buyer and a willing seller. 

 

8. Historical Cost means the price or estimated price at the time of acquisition, freight 

charges, installation, site preparation charges, and the cost of any subsequent additions or 

improvements, excluding repairs. 

 

9. Infrastructure Asset means long-lived properties that normally can be preserved for a 

significantly greater number of years than most properties (non-infrastructure assets). 

Infrastructure assets are normally stationary in nature and are of value only to the County 

(i.e. the County drain system). 

 

10. Salvage Value means the expected worth of a capital asset when it is no longer suitable 

for its intended purpose. 

 

11. Straight-line Method refers to a calculation model in which the depreciable cost of an 

asset is written off evenly over the useful life of the asset. Using the Straight-line 

Method, the amount of annual depreciation is determined by dividing an asset’s cost by 

its estimated life. 

 

C. Policy and Procedures.  The following policy and procedures shall apply to all funds and 

component units of Ogemaw County except for the Road Commission. 

 

1. Threshold. 

Effective with the implementation of this policy, the County will capitalize individual 

assets other than buildings, building improvements, land improvements, and 

infrastructure that cost $5,000 or more and have an estimated useful life of more than one 

(1) year. The capitalization threshold for drain infrastructure shall be $25,000. Assets 

acquired with debt proceeds may be capitalized regardless of cost. Assets acquired prior 



to the implementation date of this policy that were capitalized at a lower threshold may 

continue to be depreciated on the basis of past practice. 

 

Effective upon implementation of this policy, infrastructure projects and improvements 

shall be capitalized in accordance with this policy so as to substantially account for the 

County’s investment in infrastructure and related debt. 

 

Individual assets that cost less than $5,000, but operate as part of a network system, may 

be capitalized in the aggregate using the group method if the estimated average useful life 

of the individual asset is greater than one (1) year. A network exists when individual 

components may be below $5,000 but are interdependent and the overriding value to the 

County is on the entire network and not the individual assets (e.g. computer systems and 

telephone systems). 

 

2. Valuation 

In accordance with generally accepted accounting principles, the County will value its 

capital assets at historical cost. Historical cost includes the cost or estimated cost at the 

time of acquisition, freight charges, installation and site preparation charges, and the cost 

of any subsequent additions or improvements exclusive of repairs. If a capital asset is 

donated to the County the asset will be valued based on the estimated acquisition cost 

at the time the asset is donated. 

 

3. Capital Assets Inventory Report 

As part of the annual financial audit, the County Administrator shall submit a capital 

asset report to the County’s external auditor. This report will include the following 

information: 

 

a) Type of asset (i.e. land, building, infrastructure, etc.) 

b) Date of acquisition 

c) Acquisition cost 

d) Estimated useful life 

e) Annual depreciation 

f) Accumulated depreciation 

 

4. Depreciation 

The County will use the Straight-Line Method as its “basic approach” (standard 

approach) to depreciate capital assets. 

 

5. Estimated Useful Life 

The following ranges are guidelines in setting estimated useful lives for depreciating 

assets: 

Asset Type Useful Life 

Buildings improvements 20 – 50 Years 

Land improvements 10 – 20 Years 

Equipment 4 – 20 Years 

Vehicles 5 – 20 Years 

Drain infrastructure 5 – 100 Years 

Other capital assets 5 – 15 Years 



 

6. Capital versus Repair and Maintenance Expense 

With respect to improvements on non-infrastructure and infrastructure capital assets, 

under the basic approach, costs should be capitalized if the useful life of the asset is 

substantially extended, or the cost results in a substantial increase in the capacity or 

efficiency of the assets.  Otherwise, the cost should be expensed as repair and 

maintenance. 

 

7. Inventory 

For internal control purposes, the County may maintain an inventory listing of certain 

assets (controlled equipment) that do not meet the above reference capitalization 

amounts. Controlled equipment includes items that should be specifically accounted for 

and inventoried periodically due to the high re-sale value of the equipment and potential 

risk of theft. Controlled equipment may include items such as computers, construction 

equipment, and other office equipment. 

 

Each Department Head is responsible for all controlled equipment within their areas of 

responsibility. 

 

8. Disposal and Transfer of Assets 

Disposition of County assets shall be performed in a manner consistent with the 

Disposal of Surplus Property Policy (Facilities and Equipment Policy No. 404). 

 

D. Oversight Authority.  Oversight authority for capitalization and categorization of potential 

capital assets is the responsibility of the County Administrator as ultimately directed by the 

Board of Commissioners.  The County Administrator will periodically review management 

of these applicable assets to assure conformity with this policy. 

 

 


