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1. PURPOSE
The purpose of the Fixed Assets policy is to establish standards for the accounting and controlling of fixed assets acquired and owned by NMSBVI in accordance with state and federal requirements and guidelines.
2. Definitions
A. “Betterment” means a replacement or major renovation of an existing asset or unit of an existing asset by an improved or superior asset or unit, the effect of which is to improve the efficiency of the primary asset or lengthen the remaining service life.

B. “Classification System” means the methods and designations used for identifying fixed assets. 

C. “Component” means a separately identifiable part of an asset that is more meaningfully defined as an aggregate assembly.

D. “Depreciation” means the method applied to allocating the cost of a fixed asset over the duration of its useful life.  Depreciation reduces the net book value of an asset as its economic usefulness is consumed.
E. “Fixed Asset” means any property or equipment that has an initial value to an agency, whether in cash or trade value, of more than five thousand dollars ($5,000).  It is not acquired for subsequent sale or consumption but for utilization in the course of an agency’s normal operations in producing and distributing goods or rendering services.  The asset is expected to be used or held beyond the fiscal year in which it was acquired without being consumed by its use.  Fixed assets include those assets constructed by agency personnel.  The $5,000 threshold for capitalization is a New Mexico Statutory (Audit Act 12-6-10 NMSA 1978) minimum and does not preclude agencies from controlling assets of lesser value through their fixed asset systems when such control is desirable or appropriate. (See Policy 300)
F. “Physical Inventory” means the process of verifying that fixed assets owned by an agency are present in the assigned custody and location, and evaluating their condition.

G. “Tag” means any label or marking that is permanently affixed to a fixed asset, including indelible ink or dyes, numbers physically stamped into the fixed asset, adhesive labels or barcodes, and/or metal tags.

3. Fixed Asset Accounting System
NMSBVI will maintain a systematic and well-documented method for accounting of fixed assets utilizing a system with appropriate controls on access and authorization of transactions.  The information to be recorded, maintained and accessible for reporting must include at a minimum the following:
(1)  agency name or commonly used acronym for identification of the agency;

(2)  fixed asset number;

(3)  description using words meaningful for identification;

(4)  location, specifically a building and room number;

(5)  manufacturer’s name;

(6)  model number or model name;

(7)  serial number, or vehicle identification number (VIN);

(8)  estimated useful life;

(9)  date acquired (month and year);

(10)     cost (in accordance with the valuation methods described in Section 5 of this          policy);

(11)  
fund and organization that purchased the asset.

4. Classification of Fixed Assets
A. The type of service that the asset was purchased for must be used to classify fixed assets.  Classifications and definitions are:
(1) “Land” is defined as real property.  Costs should include fees for appraisals, title searches, attorney’s fees, demolition of structures (less any salvage) as part of site preparation, and agent’s commissions.

(2) “Infrastructure” is defined as improvements subsequent to the acquisition of land.  Such assets have a limited economic life.  Examples are roadways, landscaping, utility infrastructure, and fencing.
(3) “Building and Structures” shall be used for all buildings and structures that are permanently fixed to land.

(4) “Furniture and Fixtures” are assets that are not permanently fixed to land, but are the contents of a building.

(5) “Equipment and Machinery” is defined as equipment that is related to service, production, construction, maintenance and public safety.
(6) “Automotive” is defined as all such vehicles that are owned by NMSBVI.
(7) Grant specific classifications may be used when assets are funded through various state and federal grants.

B. Classifications may be used for the purpose of pooling assets for depreciation, for publication in financial statements, or other management objectives. 

C. Library books are not capitalized but are charged to operating expense in the year in which the expense is incurred.

D. Routine repairs and maintenance are not capitalized but are charged to operating expense in the year in which the expense is incurred.

5. Valuation of Assets
A. All fixed assets shall be acquired in compliance with NMSBVI Procurement Policy & Procedures 330.
B. Fixed assets acquired through purchase shall be recorded at cost.  In most cases cost is equal to monetary value exchanged, plus associated costs to prepare the asset for its intended use.  These costs include freight or shipping, taxes, site preparation and installation, testing, reconditioning and other similar costs.  

C. Fixed assets include those assets constructed by NMSBVI personnel.  Construction costs for such assets include direct labor (salary including overtime), materials, equipment usage (depreciation, rental, supplies, etc.), and overhead that can be distributed on the basis of direct labor such as employee benefits.

D. Fixed assets that are donated to the NMSBVI should be recorded at fair market value at the time of donation.  Fair market value may require a professional appraisal of the property.  If there is any doubt about the rights to the property, it should not be recorded until such rights are clearly established.  Such doubts include any conditions or restrictions on the use or future disposition of the property.  Should any restrictions adversely affect the value, they should be recognized in the final determination of the valuation to be recorded.

E. Fixed assets may also be acquired through governmental reorganization (including those that result in residual equity transfers), specific legislation, mutual agreement between agencies, or a capital project.  These shall be placed in the fixed asset inventory at the time the assets are transferred to the NMSBVI.  The transfer will require the entity transferring the fixed asset to provide information that properly identifies the asset being transferred.  The information should include estimated service life and accumulated depreciation.

F. NMSBVI may acquire fixed assets through a capital project fund.  Assets transferred may include land and new construction, renovated or remodeled buildings, furniture, fixtures and equipment.  If the assets are transferred from another agency, the transferring agency will provide the capitalized costs.

G. Betterments to assets should be capitalized.  If the asset consists of identifiable and separately valued components, and a component is improved, the old component should be removed from the asset account, and the new component added to the asset account.
H. Replacements of components, which simply increase the useful life of the asset, should be substituted for the previous component, and the useful life and amount then used for depreciation.  The new component should be recorded inclusive of all costs.

I. Reinstallation and rearrangement costs of machinery, rearrangement of partitions, renovation of buildings, and similar outlays on fixed assets purchased in used condition should be capitalized as part of the cost.  Overhead items such as insurance, taxes, salaries and other incidentals directly related to the asset during a period of renovation also should be capitalized.

6. Depreciation
A. Assets are depreciated on a straight-line basis using an annual convention allocating the cost of an asset over its economical life.  
B. Asset economical lives will be applied to asset classifications as follows:
	Classification
	Economic Life

	Land
	Not Depreciated

	Infrastructure
	25 Years

	Building and Structures
	40 Years

	Furniture and Fixtures
	5 Years

	Equipment and Machinery
	5 – 10 Years

	Automotive
	5 – 10 Years


7. Disposition of Fixed Assets
A. Sections 13-6-1 through 13-6-2 NMSA 1978, Sale of Public Property, govern the disposition of fixed assets.

B. For property that is worn-out, unusable or obsolete to the extent that the item is no longer economical or safe for continued use, disposition may be made by:

(1) Prior approval by the Superintendent and Board of Regents as designated in writing and as made a permanent part of the official minutes of the Board of Regents meeting,
(2) Providing notification at least thirty days prior to its action making such deletion by sending a copy of the Superintendent and Board of Regent’s approval of the proposed disposition of the property to the State Auditor, and
(3) Disposing of the asset by means of:
a. Donation to other state agencies, local public bodies, school districts, state educational institutions or municipalities;
b. Sale at public auction;
c. Sale through solicitation of written bids;
d. Destruction; and/or
e. Disposal of hazardous materials in compliance with environmental regulations.
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