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"University Inventorial Equipnent -
Nonexpendabl e, tangi bl e, personal property

whi ch has an acquisition cost of $500 or nore,
is free-standing, and has a normal life
expectancy of two years or nore."

Busi ness and Fi nance Bull etin BUS-29

| NTRODUCT1 ON

Thi s chapter establishes the policy and procedures for
recordi ng acqui sition costs and reconciling such costs to
inventorial equipnment purchased from vendors, acquired from
storehouses, or constructed by physical plant departnents.
The chapter al so contains the special reporting requirenents
established for capitalizing University hospital non-
inventorial itenms and standard office furniture. Titles of
reports and forns referred to in the chapter are generic.

11, ACCOUNTI NG PALI CY

A RECORDI NG COST OF EQUI PVENT

The accounting office nust establish the cost of newy
acquired inventorial equipment on a nonthly basis,
follow ng notification by the Equi pnent Managenent
Departnment that the equi pnent was received in good
condition. The cost of each itemis based on the invoice
price (see Section II1.B., Costing Equipnent). Under no
ci rcunst ances shoul d the cost be established any |ater
than the 25th day of the second nonth follow ng receipt
of the equipnent. The only exception allowed is for

equi prent purchase orders fully or partially on hand at
June 30 which, for fiscal closing purposes, should be

i ncluded in the annual equipnent inventory register for
the fiscal year in which the equi pment was received.

B. ACCOUNTI NG FOR CAPI TALI ZED LEASE PURCHASES

The accounting officer determ nes the basis of
capitalized | ease purchases, based on the procedures set
forth in Accounting Manual chapter L-217-11, Accounting
and Reporting for Leases and Install nent Purchase
Contracts, and reports the anount to the Equi pment
Managenent Depart ment .

TL 61 6/ 30/ 94
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1. AGCCOUNTI NG POLI CY (Cont . )

C

ACCOUNTI NG FOR LATE COSTS

| f additional costs are incurred subsequent to the
recording of the initial acquisition costs for itens of
inventorial equipnment, such costs nust be added to the
initial cost of those itens.

RECONCI LI NG COST OF EQUI PMENT

For each itemof inventorial equipnent, the costs
recorded in the Inventorial Equi pnent Register are
reconciled, on a nonthly basis, with the anounts paid
for the equipnent as reflected in the General Ledger.
In addition, the cost of equi pnment acquired fromthe

st orehouse or constructed by the physical plant
departnent is listed and reconciled to the expenditures
reported in the General Ledger. At fiscal year-end, the
amounts reported on the University's financial reports
for each itemof inventorial equipnent nust equal the
amounts reported in the Annual Equi pnent |nventory

Regi ster.

If there is a discrepancy between the cost recorded in
the I nventorial Equi pnent Register and the cost recorded
in the CGeneral Ledger, the anount reported in the

I nventorial Equi prent Regi ster may be adjusted to agree
with the amount in the General Ledger, provided the

di screpancy is significant in the judgenent of the
accounting officer.

111, PROCEDURES

Procedures to inplenent the above policies may vary from
canpus to canpus, depending on the extent to which the

equi pment inventory systemis integrated with the purchasing,
recei ving, and di sbursenent systens of the campus.

A
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EQUI PMENT MANAGEMENT DEPARTMENT

Upon recei pt of an Interdepartnmental O der and Charge

formfromthe storehouse or a Construction and Repair

Requi sition form (for fabricated itens) fromthe

physi cal plant department, or upon notification by the
recei ving departnment that a certain piece of equipnent
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was received, the Equi pment Managenent Depart nent
det erm nes whet her the equipnent listed is inventorial
| f so, the equipnent inventory system shoul d be updat ed.

COSTI NG EQUI PVENT

The unit cost entered into the equi pnent inventory
system consi sts of costs for the follow ng:

1. Maj or itens of equi pnent (less any discounts

t aken) ;
2. Accessori es needed to nake the equi pnent usabl e;
3. I nstal | ati on, excluding costs for reassenbling

equi prent di smantl ed for shipnent;

4. Freight, provided the anount was included in the
invoice for major itens of equipnent. Al so,
freight charges may be included as a cost el enent
where the charges represent a significant cost
factor in the acquisition of the equipnent, even if
the charges are billed separately fromthat

equi prent .

5. Taxes (sal es, excise, use, duty); and

6. | nsurance costs to cover the equipnent while in
transit.

RECONCI LI NG EQUI PMENT ACQUI SI TI ONS

The nmonthly Reconciliation of Value Recorded and Anount
Paid for Equi pment report (EQ 080) is used to reconcile
equi pment acqui sitions. The report is a conparative
[isting, in purchase order sequence, of all object-coded
9XXX entries recorded in the General Ledger and the
correspondi ng equi prrent cost data recorded in the

Equi pnrent Regi ster. Under certain circunstances, a
contract requisition nunber is used instead of a
purchase order nunber to identify transactions. These
contract requisition nunbers are defined as foll ows:

1) Regents' contract purchase itens (itens of

equi pment over a specified anobunt that require
Regents' approval);
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I11. PROCEDURES (Cont.)
C. RECONCI LI NG EQUI PMENT ACQUI SI TI ONS ( Cont .)

2) Adjustnents to Regents' contract itens via
financial journals; and

3) Regents' contract purchase itens transferred from
one departnent to another or revisions to the
equi pment inventory master file.

When using the EQ 080 report to reconcile the data in
t he Equi pnent Register to the data in the Genera
Ledger, the follow ng points should be considered:

1. If all input entries to the Equi pmrent Regi ster and
to the General Ledger have been nade properly, the
amounts |isted under purchase order acquisition
codes shoul d be equal to the anmounts |isted under
obj ect code 9XXX for the sane purchase order
This reconciled condition is indicated on the
report by a zero balance. Equipnent records with
either a zero balance or a

* bal ance anount of $300 or |ess can be dropped from
the report for the followi ng nonth. Oherw se,
equi prent record data is carried forward until the
cunul ati ve bal ance (difference)

* decreases to $300 or less, or until the accounting
office submts a correction. 1In the case of itens
recorded under an installnent purchase or a
capitalized | ease purchase, the cunul ated bal ance
will not be zero until the final paynent is nmade.

On the other hand, if there is a discrepancy on

* the EQ 080 report which is greater than $300 and
whi ch, in the judgenent of the accounting officer
* kK is deened insignificant, the discrepancy may be

removed fromthe report.

2. bj ect - Code 9XXX series anounts listed in the
Ceneral Ledger may occasionally appear w thout a
correspondi ng acqui sition code nunber for the same
purchase order. A discrepancy of this nature may
occur when the equiprment in question is partially
received and paid for without notification to the
Equi pment Managenent Departnent. D screpancies
may al so occur when paynents are made to the
vendor; when equi pnent, accessories, tax, etc.
recorded on a purchase order nunber are different

fromthose recorded in the inventory records; or

*Change 12/ 31/ 04
***Del etion 12/31/04 TL 93
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because there is a tine lag in the nornal
processi ng of fornmns.

3. Acqui sition codes 30, 31 or 43 may occasionally
appear wi thout a correspondi ng object code 9XXX
anmount for the sane purchase order nunber. In
this case, the difference is caused by recording
the cost of the equipnment in question prior to
recordi ng the paynent for the same equi pnent in
the CGeneral Ledger. The delay in the paynment of
the invoice may be due either to the refusal of
the ordering departnment to authorize such paynent
because of di screpancies on the invoice, or
because the vendor is late in processing the
invoice. Both situations may result fromthe
processing of partial orders as described above.
In addition, the situation described in the
initial sentence of this paragraph may result from
a difference in purchase order nunbers, i.e.
bet ween t he nunber used on inventory records and
the one used in recording object code 9XXX
expendi t ur es.

4. Itens resulting fromthe processing of partia
paynments are reconciled as follows: If the order
is conplete and no invoice is received within six
nont hs, the accounting officer initiates an
inquiry to the vendor regarding the invoice. I f
no response to the inquiry is received within
twel ve nonths after conpletion of the order, the
itemis considered a gift and the acquisition code
nunber is changed from31 to 34. Subsequently,

t he Devel opnment Office is notified and requested
toinitiate a Gft/Private G ant Acceptance
Report. The donor is reported on the formas
"anonynous. "

5. If any of the itenms in the EQ 080 report are
dropped and are subsequently deened to be
material, or if the requirenents of a funding
agency (for exanple, requirenents contained in a
Federal contract or grant) will not permt an
adj ustnent, the anount dropped may be reinstat ed.

6/ 30/ 94 TL 61
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V. SPECI AL HOSPI TAL CAPI TALI ZED ASSETS

An exception to the policies and procedures for capitalizing
assets is provided to permt the University's teaching
hospitals to capitalize non-capitalizable costs for standard
office furniture and non-inventorial equipnment. This
exception allows the hospitals to maxi m ze Medi care

rei mbursenents by recovering part of the cost of these itens.

A STANDARD OFFI CE FURNI TURE

The hospitals may capitalize standard office furniture
in accordance with the foll ow ng guidelines:

1.

6/ 30/ 94

Standard office furniture may be capitalized when a
project or a purchase order, consisting of several
pi eces of standard office furniture, can be bundl ed
and treated as a single unit which is equal to or
greater than $25, 000.

Standard office furniture shall be depreciated over
a mnimumof five years.

Furniture installation costs can be capitalized if
installation is provided by an outside contractor.

There is no requirenent to affix a property tag on
each piece of furniture purchased as part of a
bundl e.

Property nunbers and CALCODES wi Il not be assigned
to standard office furniture purchased as a bundl e.

The hospitals nmust maintain a hospital capital

asset register for all standard office furniture
purchased and capitalized as a bundle. The

regi ster should include the follow ng: the nanme of
each individual asset item the purchase price, and
t he date of acquisition.

bj ect code 9213 is used to record capitalized
standard office furniture.

Account nunber 101815, Non Inventoried Hospita
Standard Furniture, is used to record these assets.
Thi s account nust agree to the hospital's capital

asset register.

TL 61
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9. Standard office furniture can be di sposed of on a
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10.

unit basis or the total bundle of furniture can be
renoved fromthe hospital's capital asset register
and fromthe CGeneral Ledger once it has reached the
end of its depreciable life.

Any di sposal (or physical/casualty |oss) which may
materially inpact the value (e.g., a sale anounting
to 10%or nore of the original cost) of a

depreci able furniture bundle, should be reported
and the bundl e's value adjusted on a first-in,
first-out (FIFO basis.

CAPI TALI ZATI ON OF NON- I NVENTORI AL | TEMS

The hospital may utilize group capitalization of non-
inventorial itens under the follow ng circunstances:

1.

Non-inventorial itens of |ike nature (e.qg.
bedfranmes, nmattresses, etc.) can be bundl ed and
treated as a single unit, if that bundl ed group of
items is equal to or greater than $10,000, and has
an expected useful life of two or nore years.

Once group capitalization is elected for a class of
like itenms, all simlar transactions shall be
treated consistently in the future.

There is no requirenent to affix a property tag on
each itemthat is capitalized but not inventoried.

Property nunbers and CALCCODES will not be assigned
to itens capitalized but not inventoried.

The hospital nust maintain a hospital capital asset
register for all itens capitalized but not
inventoried. The register should include the
following: the name of each individual asset item
or bundle that is treated as a single unit, the
purchase price, and the date of acquisition.

hj ect code 9214 is used to record non-inventori al
capitalized itens.

Account nunber 101816, Non Inventoried Capitalized
Itenms - Hospital, will be used to record these
assets. This account nmust agree to the hospital's
capital asset register

TL 61
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V. SPECI AL HOSPI TAL CAPI TALI ZED ASSETS (Cont.)
B. CAPI TALI ZATI ON OF NON- I NVENTORI AL | TEMS (Cont .)

8. Non-inventorial capitalized itens can be di sposed
of on a unit basis or the total bundle of |ike
itens can be renoved fromthe hospital's capita
asset register and fromthe CGeneral Ledger once it
has reached the end of its depreciable life.

9. Any di sposal (or physical/casualty |oss) which may
materially inpact the value (e.g., a sale anounting
to 10%or nore of the original cost) of a
depreci abl e non-inventorial asset bundle, should be
reported and the bundl e's val ue adjusted based on
FI FO

V. RESPONSI Bl LI TI ES

It is the responsibility of the accounting officer or his/her
desi gnee to cost inventorial equipnment acquisitions and to
reconci |l e equi pnent inventory records to all appropriate

obj ect code 9XXX transactions recorded in the CGeneral Ledger,
in conformance with the procedures contained in this chapter.

VI . REFERENCES
Busi ness and Fi nance Bull etin:
BUS- 29 Managenment and Control of University Equi pnent
Accounting Manual Chapter:

L-217-11, Accounting and Reporting For Leases and
I nstal | mrent Purchase Contracts.

Coordi nator John G Turek, Jr., letter to Hospital Finance
Drectors on Capitalization of Standard Ofice Furniture for
the U.C. Teaching Hospitals, June 8, 1992.

Coordi nator John G Turek, Jr., letter to Hospital Finance
Directors on Capitalization of Non-lInventorial Itens,
Sept enber 3, 1993.

H storical Note: Oiginal Accounting Manual chapter first
publ i shed 1/1/80. Revised: 6/30/94 and 12/31/04; anal yst--Barbara
Lester.
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