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FIXED ASSETS


CHECKLIST OF MATTERS TO BE INCLUDED

.
Definition of fixed assets

2.
Role of municipal manager: principal custodian of the municipality’s fixed assets, and responsible for implementing fixed asset management policy

3.
Role of CFO

· fixed asset registrar – must maintain proper FAR

· only CFO may amend, delete or add entries in FAR

4.
Format of FAR

· CFO to prescribe format

· guidelines as to required contents of FAR

· HoDs to provide CFO with all relevant information to maintain proper FAR

· when assets to be capitalised

· how long assets to remain in FAR

5.
Classification of fixed assets

5.1 PROPERTY, PLANT AND EQUIPMENT

· land

· infrastructure

· community assets

· heritage assets

· other assets

5.2 INVESTMENT PROPERTY

5.3 INVENTORY

6.
Investment property

· what is investment property

· how is it to be valued each year – cost method or fair value method

· where is investment property to be recorded – in separate register or separate section of FAR

7.
Fixed assets treated as inventory

· when are fixed assets treated as inventory (part of stock-in-trade)

· where are such assets to be recorded – in separate register or separate section of FAR

8.
Recognition of heritage assets

· how recognised if no costs available

9.
Donated assets

· recognised at fair value if no costs available

10.
Safekeeping of assets

· HoDs responsible for physical safekeeping of assets under their control or used by their departments

· MM or CFO may issue written directives on safekeeping of assets

11.
Identification of fixed assets

· what system to be used

· HoDs to apply system diligently 

12.
Procedure to be followed by HoDs whenever asset under their control or being used by their departments is lost, stolen, destroyed or badly damaged

13.
Capitalisation criteria

· minimum initial cost or fair value for item to be capitalised 

· whether items below this value are to be recorded in some register if they have an estimated useful life extending beyond one year (for example, items not capitalised but with value above indicated minimum may be recorded on stocksheets for control purposes)

· whether intangible items are to be capitalised, and (if yes) when

· when expenses incurred on a fixed asset are to be treated as new capital expenditure and added to the value of such asset, and when such expenses are to be treated as operating expenses (maintenance and repairs)

· what expenses, other than the direct cost of the asset, may be capitalised as part of the value of the asset

14.
Maintenance plans

· when are formal maintenance plans for fixed assets to be approved by the council

· when are progress reports on implementation of maintenance plans required

· when does deferred maintenance arise, and how is it to be treated

15.
General maintenance of fixed assets

· who is responsible for ordinary maintenance of fixed assets

16.
Depreciation of fixed assets

· who determines depreciation charges

· calculated as monthly charge

· who must make budgetary provision for depreciation

· when does depreciation commence:  from day asset brought into use 

· guidelines on determination of useful operating lives of assets

· who determines life for each asset

· what happens if asset falls outside list of asset lives included in guidelines

· method(s) of depreciation to be used

· who determines method

· when, if at all, may method other than  straight-line method be used

· amendment of asset lives

· who may amend asset lives and under what circumstances

· asset lives must be amended if asset materially impaired, improperly maintained, any event occurs affecting rate at which economic benefits or service potential consumed

· assets lost, stolen or damaged beyond use to be fully depreciated when relevant event occurs

17.
Creation of NDRs

· what NDRs are to be created and when: purpose of NDRs

· CFO to manage NDRs

· revaluation reserves: when created, who does revaluations and how frequently

· CFO to manage revaluation reserves

· how is revaluation reserve to be applied

18.
Verification of fixed assets

· who is responsible for verifying existence of fixed assets

· CFO to direct process and prescribe contents of verification returns

· frequency of verification

19.
Alienation of fixed assets

· regular reports to CFO on redundant and obsolete assets to be sold

· CFO to direct process

· frequency of reports

· methods of alienation

· authorisation for alienation

· delegations

· treatment of gains and losses on alienation of fixed assets

20.
Other write-offs of fixed assets

· regular reports to CFO on other assets to be written off with full reasons provided

· authorisation for write-offs

21.
Replacement norms

· who formulates norms and standards for replacement of assets

· norms and standards to be included in formal policy

22.
Insurance

· who determines levels of insurance and assets to be insured

· CFO to manage self-insurance reserve (if allowed) and determine premiums payable by departments, as well as reinsurance cover required

23.
Biological assets

· brief note on accounting policy and valuation of biological assets

· where records of biological assets to be kept

· reporting obligations if biological assets lost, destroyed or stolen 

· insurance of biological assets

24.
Guidelines on asset lives and asset classifications

25.
Legal requirements
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