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FIXED ASSETS

Statement of Policy:

A fixed asset is any asset purchased with a life expectancy of more than one year.  The Internal Revenue Service does not set a minimum value of what is a capital purchase versus an operating expense purchase.  All the IRS cares about is reasonableness.  The threshold amount for Germantown Baptist Church in determining capitalization of a fixed asset will be anything purchased over $1,500.

Procedures:
1.0 APPROVAL

.01 All fixed asset purchases above $1,500 must be approved by the Finance Ministry Team or Pastor for Administration as delegated by the Finance Ministry Team.  
2.0 GUIDELINES
.01 New buildings are always capitalized along with everything that goes into the new building, furniture, and décor, paint, carpet….. EVERYTHING!
.02 Repairs, changes, maintenance to an existing building are treated as capital only when:

A. They significantly extend the life of the building.  For example, replacing only a portion of the roof does not necessarily “significantly extend” its life.  If the repair does not significantly extend the life, it should simply be treated as a normal repair and maintenance item.  So even if the repair exceeded the $1,500 threshold it would be expensed and not capitalized.  On the other hand, if you replace the entire roof at a cost of $10,000 it would be capitalized since you can argue that it would extend the life of the building.  

B. The cost of changes is more than 50% of the original cost of the asset.

C. The project changes the use of the building.  (Such as changing an office complex to a factory, or visa versa, or changing a sanctuary into an office complex, or changing worship center into a gymnasium, etc.)

D. Computer hardware and software.  When purchasing new computers, the cost of the hardware, installation and software should be capitalized if over $1,500.  Software purchased and installed on existing hardware should also be capitalized if over $1,500.

E. Furniture and Fixtures.  Only capitalize if a single piece costs over $1,500.  If a desk, credenza, table, chairs, etc., for a single office are purchased and it cost $2,000, it does not have to be capitalized.  Only those single items that cost more than $1,500.  Even if 100 shelving units are purchased for $10,000 ($100 each), they do not have to be capitalized.  If the 100 units are bolted together, so that they become “a single unit”, then they may be capitalized.
.03 Work-In-Progress.  When a large project takes an extended time, a non depreciating asset account called “Work-In-Progress” will be set up to control the work and cost.  After the project is completed, the work-in-progress account will be cleared and costs transferred to the appropriate depreciable asset account.  

.04 Balance Sheet.  Assets should be categorized by depreciable class on the balance sheet.  

3.0 DEPRECIATION

.01 Churches need to depreciate assets to properly reflect the current value of their assets.  Due to the non-profit nature, there is no need to record depreciation on an accelerated schedule.  Therefore, all assets will be depreciated on the straight-line basis over the useful life of the asset as defined by Generally Accepted Accounting Principles.  

4.0 DISPOSITION
.01 Prior to disposal of an asset, the reason for disposition and the means of disposal must be obtained.  The request for disposition will be made by completing the Form “Disposition of Furniture, Fixtures or Equipment”.  If in the case of a sale, the cash receipt must be attached to the request.  All requests must be approved by the Department Head and Pastor for Administration.  

.02 The asset will be disposed from the asset records by removing the original cost and accumulated depreciation.  Any gain/loss on disposition of the asset will be recorded in the “Sale of Church Assets” account.  

