P & P: Capital Assets

CAPITAL ASSETS - DEFINITIONS
1. Capital Asset

A capital asset is a long-lived asset (useful life longer than one year) employed in productive operations. A characteristic common to all capital assets is that they yield their services over relatively long periods of time. Capital assets include buildings, trailers, cars, trucks, excavating equipment, photo equipment and office equipment valued at over five hundred dollars ($500).

a) Buildings - the cost of various buildings owned by DU across Canada. Includes                warehouses, combination warehouses and office buildings, house trailers which are more or less permanently placed, storage sheds, etc., as well as leasehold improvements.


b) Trailers - the cost of the various mobile trailers owned by DU. Includes trailers moved from project to project and utilized for accommodation or as a temporary office by construction, supervisory or survey crews; utility trailers, skidoo and boat trailers, etc.

c) Cars and Trucks - the cost of all cars and trucks under one ton owned by DU plus permanently affixed additions. All trucks one ton and over should be included under excavating equipment.

d) Excavating Equipment - the cost of all large construction equipment owned by DU and any substantial permanently affixed additions to the equipment. Includes caterpillars, draglines, scrapers, cookie cutters, tractors, and large trucks (one ton and over).

e) Field Equipment - the cost of various tools and equipment used in the field  includes outboard motors, canoes, boats, cement mixers, airboats, winches, etc.

f) Photographic Equipment - the cost of all photographic equipment over $500 per item. Includes cameras, binoculars, camera accessories such as lenses, etc. and projectors.

g) Office Equipment - the cost of all office equipment. This shall include desks, chairs, paintings, file cabinets, etc.

h) Computer Equipment - the cost of all computer equipment over $500 per item. This includes lap tops, PCs, printers and keyboards, CPU's, (if purchased separately).

NOTE:  Software is not considered a capital asset regardless of the cost.

2. Capital Lease 

A capital lease is a lease in which the lessee acquires substantial property rights. If any of the following conditions exist, the lease is considered a capital lease and must be disclosed in the financial statements.

1.
Payments for the exclusive use of the asset approximate the assets fair market 

value.

2.
The lessee has sole access to the asset for all or a substantial part of  its useful life.

3.
The lessee can buy the asset at a discounted price at the end of the lease period.

4.
The lessee hold proof of ownership (ie. title).

For accounting purposes, a capital lease is considered an installment purchase of an asset.

The Corporate Controller is to be involved before commitments are made.

3. Purchase Cost (Book Value)

Total Purchase Cost is the price paid to the supplier and the related costs such as customs, freight, etc.

Since Ducks Unlimited receives 50% of the GST paid as a rebate, the purchase cost will include only 1/2 of the GST paid.

GENERAL
The Manager of Field Operations (MFO) is ultimately responsible for all capital assets to their Field Office. They keep informed of all regulations which may affect the use of vehicles or equipment and will ensure that these regulations are followed by field staff at all times. The MFO will also ensure that proper programs of preventive maintenance exist to ensure that all vehicles and equipment are in safe operating condition.

Cars and Trucks

DU may supply and maintain pool vehicles for specific tasks in the Field Office, usually full size 4WD vehicles. Employees are expected to maintain the vehicles assigned to them in a safe operating condition at all times.

DU will pay for gas, oil, repairs, maintenance, registration and insurance of vehicles. Employees will be responsible for their own driver's license.

Boats and Canoes
All boats and canoes should be handled in a prudent manner. Life jackets must be carried at all times for all persons on board.

Construction Equipment
Regular preventive maintenance should be undertaken to ensure such equipment is in safe and proper condition at all times. Only experienced operators should be employed to operate such equipment.

Supplies
Miscellaneous tools (picks, shovels, axes, etc.) and office supplies (brief cases, pens, staplers, chairs) costing under $500 per item required by Field Offices shall be supplied by DU. 

PERSONAL USE OF COMPANY ASSETS
Assets, such as lap tops, binoculars and cameras, which have been specifically assigned to an individual may be used for personal use by DU staff.

Other assets of DU are not to be used by DU employees for personal use for the following reasons:

a) An accident could occur while a company asset is used personally and either the DU employee or a third party could be seriously injured and disabled. The potential liability suit for DU would arise while the equipment was being used personally.

b) Should damage or breakdown occur to an asset while it is being used personally it may be difficult to resolve whether the employee or DU should pay for the repair costs.

Because of the severity of potential consequences, the above policy should be strictly adhered to by all DU staff.

PURCHASE OF EQUIPMENT
1. Manager of Field Operations Equipment Purchasing Authority

MFO has complete authority to purchase equipment approved in the budget, to the extent that the total field office capital budget is not exceeded. MFO must obtain prior approval from the Director of  Regional Operations and Corporate Controller for purchases over $5,000 not in the budget or purchases which will result in the Field office equipment budget being exceeded.
 

2. Generally, items under $2,000 should be purchased outright, not leased. These items should be identified in the budget.

3. Rental/Purchase or Lease/Purchase agreements are considered purchases. Therefore, all "purchase of equipment" policies apply to Rental/Purchase or Lease/Purchase agreements.

All purchases are recorded in the Fixed Asset system.

4. Tenders for Equipment Valued at Over $2,000
a) Tenders/Quotes should be obtained from at least three different suppliers, and include the equipment of various manufactures.

b) In instances where it is only possible or practical  to obtain less than three quotes, it must be discussed with the Regional Controller before commitments are made.

c) Tenders/Quotes should accompany the invoice.

d) Explanations are required when the lowest/quote is not accepted.


A metal tag (available from Head Office Accounting) showing the new capital asset unit number, will be permanently attached to the asset by the Field Office, once the asset number is assigned.

For rules about receiving equipment, see Receiving of Materials and Equipment.

DISPOSAL OF CAPITAL ASSETS
Every effort should be made to ensure that DU receives maximum value for all surplus assets. Surplus items should be advertised in local newspapers, bulletins, trade magazines, outlining a general description of the asset and where it may be viewed. All ads should contain the wording "as is, where is" and "highest or any bids not necessarily accepted". The bidder's name and postal address must be clearly printed on a bid submitted. Do not commit DU to any sale until the appropriate approvals as outlined below have been obtained. Record all disposals in the Fixed Asset system.

1. DISPOSAL OF ASSETS WITH A BOOK VALUE OF $499.00 OR LESS 

Fixed assets with a Book Value of $499 or less, is on the system at the discretion of the MFO. 
2. DISPOSAL OF ASSETS WITH NET BOOK VALUE OF $500 OR MORE, BUT LESS THAN $10,000

The MFO and Regional Controller has authority to write off capital assets up to a value of $10,000. Notice of intent to write off the asset should be sent to each Field Office within the region (if appropriate). If the item cannot be used by another Field Office, the asset should be listed for sale in local newspapers, bulletins, trade magazines, etc.

3. DISPOSAL OF ITEMS WITH A NET BOOK VALUE IN EXCESS OF $10,000

All items in the above range should be listed in the current budget or receive the approval of the Executive Vice President and CFO before any disposal action is taken. The item should be listed in the various newspapers, trade magazines, etc.


ANNUAL PHYSICAL COUNT
1. Annual count required every year. This should be coordinated by the Field Office Accountant.

2. MFO will ensure an annual count is performed.

3. The fixed assets of each employee can be found on his/her Service Station.

INTERNAL AUDIT PROCEDURES
An independent capital asset verification will be required of each office every two years or as requested by the Corporate Controller, Director of Regional Operations or Chief Financial Officer.

LOSS CONTROL

It is the responsibility of each and every employee to ensure that DU owned assets are protected. This is especially true for assets that are specifically assigned to an employee, but also true for all assets that are in the care and control of that employee, and all DU owned assets in general.

Treat DU owned assets as if they were your own. Ensure that easily stolen or highly prized items are not accessible to thieves or vandals. This may preclude the storage of easily transported items (snowmobiles or ATVs, especially if they are on trailers) in outside storage areas, leaving laptop computers in vehicles, or other tools and equipment in the back of pickup trucks, especially if they are not equipped with locking truck caps. Loss control can reduce insurance claims, thus premiums may decrease, leaving more funds available for conservation.    

