
 
 

 
 

 

 

 M E M O R A N D U M  

 F i n a n c e  D e p a r t m e n t  

DATE: November 13, 2007 
 
TO:  City Council 
 
FROM: Dave Warren 

Director of Finance 
 
SUBJECT: PROPOSED CAPITAL ASSET POLICY 

             

RECOMMENDATION: 
 
Adopt a Resolution approving the proposed capital asset policy as presented.    
 
DISCUSSION: 
 
In June 1999, the Governmental Accounting Standards Board (GASB) issued Statement No. 34 
which requires the inclusion of capital assets in the City’s financial statements effective Fiscal Year 
2002/2003.  Capital assets include land, buildings, improvements, equipment, and infrastructure (e.g. 
roads, bridges, sidewalks, water lines, sewer lines, etc.).  In Fiscal Year 2002/2003, City staff 
established an informal capital asset policy (please see attached) which has served the City well over 
the past four years.  Tonight, staff is recommending the City Council to formally adopt the policy as 
presented.   
 
ANALYSIS: 
 
The proposed policy has the following four objectives: 

1.   Safeguard the significant investment in capital assets and establish a capitalization policy whereby 
dollar values assigned to capital assets are permanently recorded. 

2.   Identify all capital assets in order to provide a management tool for the replacement of re-
occurring items avoiding duplication and inefficient use of capital assets. 

3.   Comply with State laws and regulations concerning governmental accounting, auditing, and 
reporting requirements and, thereby providing information for the preparation of financial 
statements in accordance with generally accepted accounting principles. 
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4.   Work in conjunction with the City's Risk Management Program to ensure that capital assets 
are insured adequately to cover losses.  
 

In general, the policy requires most capital assets with a useful life of two years or more and a 
historic cost or estimated historic cost of $5,000 or more to be capitalized and reported in the City’s 
financial statements.  Depreciable capital assets are to be depreciated on a straight-line basis over 
their useful lives as follows: 
 
 Years 

General Capital Assets:  

Buildings, Building Improvements 40 

Improvements Other Than Buildings 25 

Furniture and Fixtures 5 

Machinery and Equipment 5 

Vehicles 5 

Infrastructure:  

Water and Sewer Lines 25 

Streets 40 

 
 
FISCAL IMPACT: 
 
It’s important that the City maintain an effective capital asset policy in order to properly manage and 
protect its capital assets.  The proposed capital asset policy also necessitates the proper accounting 
of capital asset values in the City’s financial statements.  Tonight, staff respectfully requests the City 
Council to adopt the fixed asset policy as presented. 
     
 
 
     
Dave Warren 
Director of Finance 
 
Reviewed and Approved: 
 
 
 
     
John Driscoll 
City Manager/City Attorney 
 


