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A8. 550 Capitalization

1. Pur pose

To provide policies for capitalization of University of
Hawai i assets.

2. bj ecti ves

To establish capitalization policies to ensure conformty
with Federal and State regulations, generally accepted
accounting principles, and applicable | aws.

3. Definitions

Equi prrent - Tangi bl e non- expendabl e personal property having
a useful life of nore than one year, and an acquisition cost
of $5,000 or nore per unit.

Controlled Property - Tangible personal property which is
not capitalized and neets the following criteria: 1) Any
firearns/weapons not classified as equipnent (i.e., |less
t han $5, 000 per unit) 2) property, regardl ess of cost, which
is accountable to the University under the provisions of an
extranmural award or 3) theft sensitive personal property

with a useful l|ife of nore than one year and an acquisition
cost of at least $1,000, but less than $5,6000 per wunit.
Theft sensitive property shall include:

a. Fax machi nes

b. M croscopes and bal ances

C. Tel evision sets, audiovisual recorders/players,

caner as

d. Conmputers, printers, nonitors, scanners

e. Wirks of art

f. O her itenms determined by a program to be theft

sensitive or have a high loss history

Real Property - Land including certain inprovenents thereto,
and buil di ngs including appurtenances but excl udi ng noveabl e
equi pnent. (APM A8. 552)

Capital Lease - Lease of a capital property where a materi al
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equity interest in the property is created as a result of
significant cost incurred under that |ease. A nmateri al
equity interest in the property exists when the |ease:

a. is non-cancelable or is cancelable only wupon the
occurrence of some renote contingency, and;

b. has one or nore of the foll ow ng characteristics:

(1) Title to the property passes to the University at
sonme time during or after the | ease peri od.

(2) The termof the | ease corresponds substantially to
the estimated useful life of the property (i.e.,
the period of economc usefulness to the |egal
owner of the property).

(3) The initial termis less than the useful life of
the property and the University has the option to
renew the |ease for the remaining useful life at

substantially less than the fair rental val ue.

(4) The property was acquired by the lessor to neet
the special needs of the University and wll
probably be usable only for that purpose and only
by the University.

(5) The University has the right, during or at the
expiration of the |ease, to purchase the property
at a price which at the inception of the |ease
appears to be substantially |less than the probable
fair market value at the tinme it is permtted to
purchase the property (comonly called a |ease
with a bargain purchase option), except for any
di scount normal |y gi ven to educat i onal
institutions.

Leases under "sales and |ease back" arrangenents or "l ess-
t han-arns-| engt h" transactions shall be considered capita
| eases.

Lease | nprovenent - Inprovenent nmade to | eased property.

Li brary Books - Collections naintained by the Ilibraries.
Li brary coll ections shall include, but not limted to books,
bound vol unes, peri odi cal s, phot ogr aphs, manuscri pts,
magazi ne subscriptions, journals, non-print collections,
newspapers, audi o- vi sual mat eri al s, etc. t hat are
identified, catal oged, shelved, and stored by the libraries.

Livestock - Animals used by research and public service
units for laboratory, agricultural, or veterinary services.
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Applicability

These policies and procedures pertain to all purchases,
transfers, and gifts to the University.

Equi prrent and control |l ed property shall be inventoried.
Subcodes shall be wused to distinguish equipnment from
controlled property. Controlled property shall be coded in
the 77X8 or 77X9 subcode fornat.

Acqui sitions defined as equi prment shall NOT be coded in the
77X8 or 77X9 subcode fornmat.

Acqui sitions defined as |ibrary books shall be coded in the
7760 or 7761 subcode fornat.

Acquisitions defined as |ivestock shall be coded in the
operating supplies subcode 30XX format as appropri ate.
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