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MINUTES of the regular Board Meeting of District School Board Ontario North East held at 5:50 p.m. in the 
boardroom of the Schumacher Board Office, 153 Croatia Avenue, Schumacher, on October 20, 2009. 
 
TRUSTEES PRESENT: 

Saunders Porter  (Chair)  
Rosemary Pochopsky  (Vice-Chair) 
Howard Archibald (left the meeting at 7:50 p.m.) 
Heather Bozzer 
Bill Brookfield   
Dennis Draves  
Tom Henderson 
Richard Knowles    
Peter Osterberg  
Albert Schaffer 
 
TRUSTEES ABSENT: 

Juergen Leukert 
Emily Crump ï Student Trustee ï Smooth Rock Falls 
 
ADMINISTRATION PRESENT: 

Linda Knight - Director of Education  
Barry Peterson - Superintendent of Business and Finance 
Michelle Leigh - Superintendent of Schools 
Jo-Anne Plaunt - Superintendent of Schools 
Steve Pladzyk - Superintendent of Schools 
Ken Ryan - Superintendent of Human Resources   
 

RECORDING SECRETARY: 

Janice Sharpe 
 
CALL TO ORDER: 
 

The meeting was called to order by Saunders Porter, Chair at 5:50 p.m. 
 
APPROVAL OF AGENDA 
 
COMMITTEE OF THE WHOLE (IN-CAMERA): 
 
3837-09 SCHAFFER/KNOWLES: THAT this board resolve itself into a Committee of the Whole, 

(In-Camera). 
 

CARRIED. 
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3838-09 LEUKERT/DRAVES: THAT this board reconvene in regular session. 

CARRIED. 
 
3839-09 SCHAFFER/BROOKFIELD: THAT the Agenda for the regular Board Meeting dated 

October 20, 2009 be approved with the following under Other 
Business: 

 
a) Voting Procedures 
b) Letter from Michael Hines 
c) FP Krznaric Whitney Public School Timetable 

CARRIED. 
CONFLICT OF INTEREST 
 
There was no Conflict of Interest declared. 
 
 
APPROVAL OF MINUTES OF SEPTEMBER 22, 2009  
 
3840-09 DRAVES/BROOKFIELD: THAT the Minutes of the regular board meeting held October 

6, 2009 be approved. 
CARRIED. 

ADMINISTRATIVE REPORTS 
 
Staffing 
 
3841-09 OSTERBERG/BOZZER: THAT the Board complement of SERTS be increased by .5 

FTE, going from 64.35 FTE to 64.85 FTE. 
CARRIED. 

 
3842-09 BOZZER/DRAVES: THAT the Board complement of Permanent Education 

Assistants be increased by 3.0 FTE. 
  CARRIED. 

 
3843-09 BOZZER/KNOWLES: THAT in order to meet the needs of these two schools, we 

increase the teaching staff at New Liskeard Public School by 
1.0 and Temagami by .5 for a total increase of Elementary staff 
of 1.5 FTE. 

  CARRIED. 
 

3844-09 OSTERBERG/BOZZER: THAT Frank P. Krznaric Whitney Public School increase 
teaching staff to allow for the Industrial Arts and Family 
Students classes to continue in the ordinary timetable if 
present timetables will not permit. 

  CARRIED. 
Policies 
 
3845-09 BOZZER/DRAVES: THAT the Board complement of Permanent Education 

Assistants be increased by 3.0 FTE. 
  CARRIED. 
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3846-09 BOZZER/HENDERSON: THAT the Accessibility Policy receive First Reading. 

  CARRIED. 
Technology Report 
 
3847-09 BROOKFIELD/DRAVES: THAT the Technology Report for the month of October be 

received. 
 

  CARRIED. 
FIRST NATIONS ADVISORY COMMITTEE 
 
 
3848-09 ARCHIBALD/BROOKFIELD: THAT the Meeting Notes of the First Nations Advisory 

committee Meeting held June 15, 2009 be received. 
 

  CARRIED. 
 

3849-09 ARCHIBALD/BROOKFIELD: THAT the Minutes of the First Nations Advisory Committee 
Meeting held September 21, 2009 be approved. 

 
  CARRIED. 

OTHER BUSINESS 
 
Change in Meeting Dates ï January 2010 
 
3850-09 BOZZER/KNOWLES: THAT the regular Board meetings schedule for January 5th and 

January 19th, 2010 be cancelled and one Board meeting be 
held on January 12, 2009. 

  CARRIED. 
 
Trustee Howard Archibald left the meeting at 7:50 p.m. 
 
Voting Procedures 
 
3851-09 OSTERBERG/HENDERSON: THAT a District School Board Ontario North East Trustee who 

is going to be absent for the election of the Chair or Vice-Chair, 
where the process of secret ballot is used for voting, shall be 
able to place their vote(s) for each position in a separate 
sealed white envelope labelled Chair and Vice-Chair.  These 
envelopes will be left with the Director of Education and 
Secretary of the Board.  The Director of Education and 
Secretary to the Board will deposit each envelope of the 
absent Trustee(s), at the time the rest of the Trustees vote, 
into the ballot box. 

 
A recorded vote was requested. Yes   No 
  Brookfield  Bozzer 
  Henderson  Draves 
  Osterberg  Knowles 
  Schaffer  Pochopsky 
     Porter 
 

  DEFEATED. 
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CORRESPONDENCE 
 

 
3852-09 OSTERBERG/BROOKFIELD: THAT the following correspondence be received: 
 

a)  St. Clair Catholic District School Board 
b) Ted Zajac ï RMSS Reunion 2010 

 
  CARRIED. 

 
3853-09 BOZZER/OSTERBERG: THAT the RMSS Reunion Committee be given permission to 

use RMSS at their July 30 to August 1, 2010 RMSS Reunion 
and allow alcohol providing they comply with the Community 
Use of School Facilities Policy.  

  CARRIED. 
 
MINISTRY OF EDUCATION 
 
Director of Education Linda Knight handed out a Ministry of Education memo titled ñTeacher Comments on 
Report Cardsò which referred to the process teachers use to develop report card comments.   
 
 
MOTION TO ADJOURN 
 
3854-09 SCHAFFER/POCHOPSKY: THAT we do now adjourn at 8:18 p.m. 

CARRIED. 
 
 
 
 
        SECRETARY OF THE BOARD           CHAIR OF THE BOARD  
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SECTION       

 
 
 
TITLE:  TANGIBLE CAPITAL 

 ASSETS 

 
 

 
Policy Code   

Page 1 of 15 

 
REGULATIONS  YES   Ä      NO    

PROCEDURES  YES            NO   Ä      

 

 

POLICY STATEMENT 
 

    
WHEREAS, the Ministry of Education has determined that the accounting and management of 

owned and leased capital assets follow a prescribed policy in accordance with 
Generally Accepted Accounting Principles (G.A.A.P.), pronouncements of the Public 
Sector Accounting Board (P.S.A.B.) and the Province of Ontario. 

 
BE IT THEREFORE RESOLVED: 
 
 That District School Board Ontario North East adopt the following administrative 

policy and guidelines to record and manage the Tangible Capital Assets of the Board. 
 
 
 

 
 
 

 
 
 
 
 
 

 
 
 
 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
1

st
 READING:   Motion #   

2
nd

 READING:   Motion #  

3
rd

  READING & APPROVAL:  Motion #    

EFFECTIVE DATE:   Revision Date:  
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SECTION:    

  

 
 
TITLE:  TANGIBLE CAPITAL 
  ASSETS 

 
 
 
 

 
Policy Code   

Page 2  of  15 

 
 

 

ADMINISTRATIVE REGULATIONS 
 
1.  Purpose 
 
 The Objective of the Tangible Capital Asset Policy is to promote compliance with the 

Public Sector Accounting Board (PSAB) Handbook Section PSAB 3150.  The policy will  
provide overall direction for the capitalization of asset. This will be achieved by providing 
a framework in which to make consistent and sound decisions, plan for future needs and 
to provide public confidence in the accounting and financial reporting process.  

 
2. Scope 
 
 The scope of this policy includes all Tangible Capital Assets owned, either through  

purchase or donation, by the Board. 
 
3. Definitions 
 
 Tangible Capital Assets are defined in PS 3150 (5) as non-financial assets having 

physical substance   and  including computer software that: 
(i) are held for use in the production or supply of goods and services, for rental to 

others, for administrative purposes or for the development, construction, 
maintenance or repair of other tangible capital assets; 

(ii) have a useful economic life extending beyond an accounting period; 
(iii) that are used on a continual basis; and  
(iv) are not for sale in the ordinary course of operations. 

 
 Tangible capital Assets include such items as land, land improvements, buildings, 

equipment, furniture, computer hardware, computer software and vehicles . 
  
 Betterments are costs incurred to enhance the service potential of a tangible capital 

asset.  Costs of betterments are considered to be part of the cost of the tangible capital 
asset and would  be added to the recorded costs to the related asset.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 EFFECTIVE DATE:     Revision Date:    
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ADMINISTRATIVE REGULATIONS 
 

 Cost 
Tangible Capital Assets are recorded at cost. The cost of a tangible capital asset is the 
gross amount of consideration given up to acquire, construct, develop, or better a capital 
asset and includes costs directly attributable to acquisition, construction, development or 
betterment of the tangible capital asset, including the installing the asset at the location 
and in the condition necessary for its intended use. The cost of a contributed tangible 
asset is considered to be the fair value at the date of the contribution.  (PS 3150.05 (b)).  
Examples of directly attributable costs are: 
Å Cost of site preparation 
Å Initial delivery and handling costs, 
Å Installation and assembly costs,  
Å Cost of testing to ensure that the asset is functioning properly prior to or during 

installation, and 
Å Professional fees. 

 
  Fair Value is the amount of the consideration that would be agreed upon in an armôs 

length transaction between knowledgeable, willing parties who are under no compulsion 
to act. (PS 3150.05 (c)) 

 
 Net Book Value of a tangible asset is its cost, less both accumulated amortization and 

the amount of any write-downs. (PS 3150.05 (d)) 
 
 Residual value is the estimated net realizable value of a tangible capital asset at the 

end of its useful life to a government. (PS 3150.05 (e)) 
  
 Service potential is the output or service capacity of a tangible capital asset, and is 

normally determined by reference to attributes such as physical output capacity, quality 
of output, associated operating costs, and useful life. (PS 3150.05 (f))  

 
 Useful life is the estimate of either the period over which a tangible capital asset is 

expected to be used by a government, or the number of production or similar units that 
can be obtained from the tangible capital asset by a government. The life of a tangible 
capital asset may extend beyond the useful life of a tangible capital asset.  The life of a 
tangible capital asset, other than land, is finite, and is normally the shortest of the 
physical, technological, commercial and legal life. (PS 3150.05 (g))  

  
 

    
 
  

 
 

 
    
 
 
 
 
  
 
 

 
 EFFECTIVE DATE:  December 15, 1998   Revision Date:   August 5, 1999 
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ADMINISTRATIVE REGULATIONS 
 
 Asset Classes  
 Buildings include structures that have roofs and walls, typically include (but are not 

limited to): 
Å materials, labour and overhead costs incurred during construction; 
Å fees, such as legal fees and architect fees; 
Å building permits; 
Å all other costs starting with excavation to completion of the building;  
Å actual interest costs incurred during construction until the building is substantially 

completed and ready for its intended use; and 
Å fair values of buildings donated to the board.  

 
 There are 3 building tangible capital asset classes as follows:  

Å Buildings (40 years)  
Å Portable Structures ï RCM, PO, PT (20 years)  
Å Other Buildings (20 years)  

 
 They are defined in the following section.  
 
 Buildings  
 The details of this class are as follows:  

Å Includes building structures that are permanent in nature with a typical useful life of 
approximately 40 years 

Å The majority of these building structures will be elementary schools, secondary 
schools and administrative offices 

Å Also includes gross floor area additions, betterments and retrofits made to the 
aforementioned building structures 

Å This tangible capital asset class is amortized as follows:  
o Assets existing as of March 31, 2005 = remaining service life as derived by the book 

value calculator (BVC) as of March 31, 2005  
o Assets purchased or constructed after April 1, 2005 = 40 years  

 
 
  

 
 

 
    
 
 
 
 
  
 
 
 
 
 
 
 
 
 

 
 EFFECTIVE DATE:   Revision Date:  
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 Portable Structures ï RCM, PO, PT  
          The details of this class are as follows: 

Å Class is limited to Relocatable Classroom Modules (RCMs), portables (PO) and 
portapaks (PT)  

Å Initial costs to set up the RCM, PO or PT asset (such as wiring, lighting etc) should 
be capitalized and included in this asset class  

Å Subsequent moving and reinstallation costs will be expensed as incurred unlike other 
buildings within this asset class, the costs of portables are combined and pooled as a 
single entity. 

Å This tangible capital asset class is amortized as follows: 
o Purchases since April 1, 2005 = 20 years  
o Purchases prior to April 1, 2005 = the remaining service life as determined by the 

BVC 
 
 Other Buildings  
  The details of this class are as follows: 

Å Includes other building structures that have a typical useful life of less than 40 years 
and that do not meet the criteria for inclusion in the Portable Structures ï RCM, PO, 
PT asset class. For a typical listing of tangible capital assets under this class, see 
Appendix C.  

Å This tangible capital asset class is amortized as follows:  
o Purchases since April 1, 2005 = 20 years  
o Purchases prior to April 1, 2005 = remaining service life as determined by the 

BVC  
 
 LAND & LAND IMPROVEMENTS  
  Land includes vacant parcel(s) of land as well as land situated under building 

structures.  Land also includes land improvements with infinite lives. For a typical listing, 
see Appendix C.  

   Land costs typically include (but are not limited to):  
Å purchase price;  
Å costs incurred in ñclosingò, such as title to the land and legal fees;  
Å appraisal costs;  
Å costs incurred in getting the land in condition for its intended use, such as grading, 

filling, draining and clearing. When land has been purchased for the purpose of 
constructing a building, all costs incurred up to the excavation for the new buildings 
are considered land costs.  

 
 
  

 
 

 
    
 
 
 
 
  

 
 EFFECTIVE DATE:     Revision Date:    
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ADMINISTRATIVE REGULATIONS 
 
Å any proceeds obtained in the process of getting the land ready for its intended use, 

such as salvage receipts on the demolition of an old building or the sale of timber 
that has been cleared, are treated as reductions in the cost of the land; 

Å assumption of any liens or mortgages or encumbrances (example, back taxes) of the 
property;  

Å fair values of land, donated to the board; any additional land improvements that have 
an indefinite life ï for example, special assessments for local improvements, such as 
pavements, street lights, sewers, and drainage systems should be charged to the 
land account as they are relatively permanent in nature.  

 
Land improvements are improvements to land assets with finite lives.  
This asset class is amortized over 15 years. Included in this asset class are driveways, 
walkways, fences, landscaping, playground equipment, sun shelters, garden enclosures 
and  signs. 
 

 FIRST-TIME EQUIPPING  
First-time equipping includes most items of an enduring nature to furnish and equip: 
a)  new building assets ï schools, administrative building, etc or  
b) existing buildings assets where gross floor area has been added (e.g. an addition). 

 
Furnishing and equipping of new schools and school additions are included in the 
benchmark construction cost for the new pupil places grant allocation calculation. 
 
The benchmark construction cost per square foot represents the estimated cost to 
design, construct, ófurnish and equipô new schools amortized over a 25 year period.  
 
Because the furniture and equipment (F&E) may include certain capital items that would 
otherwise be excluded under the established threshold for asset classes in this guide, 
the items that are covered through this F&E portion of the grant allocation should be 
capitalized as part of this tangible capital asset class.  

           
 Per the 1979 Capital Grant Plan, the following items qualify as ófurnish and equipô:  

a)  All furniture & equipment which is usually factory-manufactured and which in general 
is portable or intended to be movable and which has no permanent or semi-
permanent connection to any plumbing, electrical, gas, etc. service, and  

 
 

 
 
  

 
 

 
    
 
 
 
 
  

 
 EFFECTIVE DATE:     Revision Date:    

 
 
 

 

 



 Regular Board Meeting ï  November 3, 2009  

 District School Board Ontario North East             Electronic Board Package -  Page 13 

 

 

SECTION  

 
 
 
TITLE:  TANGIBLE CAPITAL 

 ASSETS 
 

 
 
 
 

 
Policy Code   

Page 7  of  15 

 
 

 

ADMINISTRATIVE REGULATIONS 
 

b)  All factory-manufactured equipment, apparatus, appliances, machinery, tools and 
the like, which are provided for instructional use by teachers or pupils whether or not 
such are portable, movable or connected to any service.  

 
 This tangible capital asset class is amortized over a 10 year period 
 
 Furniture & Equipment  
 Equipment includes delivery equipment office equipment, machinery, furniture & fixtures, 

furnishings, school equipment, and similar assets. The costs of equipment include but 
are not limited to: 
Å Purchase price; 
Å Freight and handling charges incurred; 
Å Insurance costs on the equipment while in transit 
Å Assembling and installation costs, 
Å Other direct costs and costs related to make the equipment operable. 

         
 Within the Equipment Asset here are 4 distinct TCA classes, which are : 
 

Equipment 5 Year 
Equipment 5 years is equipment that would have an estimated life of approximately 5 
years, excluding the first time equipping assets. This would include secondary school 
gym equipment exceeding $5,000 per unit value and photocopiers. 

 
Equipment 10 Years 
Equipment 10 years is equipment that would have an estimated useful life of 
approximately 10 years, excluding the first time equipping.  Included under this asset 
category would be telephone systems, PA equipments, snow blowers, shop equipment, 
hoists and musical instruments. 

 
Equipment 15 Years 
Equipment 15 years is equipment that would have an estimated useful life of 
approximately 15 years excluding the first time equipping.  Included under this asset 
category are:  Forklifts, Warehouse Platform Trucks, Tractor & attachments, Backhoe 
and other heavy construction equipment. 

 
 
 
 
  
 
 
 
 
 
 
 
 
 
 
 
 

 
 EFFECTIVE DATE:     Revision Date:    
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Furniture 10 Years 
Furniture includes all furniture whether it is at a school, board office or other location with 
the exception of the first time equipping assets.  Included in this category are bleachers, 
drapes and blinds, library shelving learning structures for primary classes. 
   
Computer Hardware  
Computer Hardware comprises all of the physical parts of a computer.  The cost of  
computer  hardware  include  the  purchase  price  including   the price of any software  
bundled with the computer such as Windows, freight and handling, insurance, 
assembling and installation costs.  Also included are peripherals, and audio visual 
equipment.  This tangible capital asset is amortized over 5 years. 
 
Computer Software 
Computer Software includes the programs, routine and symbolic languages that control  
the functioning of the hardware and direct its operation. Included in this asset class  
include student information software, consulting costs to customize application, and 
license for the use or distribution of software where the license unit value exceeds 
$5000.  This tangible asset class is amortized over 5 years. 
 
Vehicles with Gross Vehicles Weight Rating < 10,000 lbs. 
This tangible capital asset class is meant to capture all passenger vehicles (i.e. cars, 
vans, and minivans) and smaller trucks (1/2 ton & ¾ ton). This tangible capital asset 
class is amortized over 5 years.  
 
Vehicles with Gross Vehicles Weight Rating =>10,000 lbs. 
This asset class includes vehicles with a gvwr of 10,000 lbs or greater.  Included in this 
asset class are trucks of 1 ton or greater, Cube Vans, Vans and School Buses. This 
tangible capital asset class is amortized over 10 years. 

 
Whole Asset versus Component Approach 
For purposes of capitalization and amortization, the two methods of defining a capital 
asset are the Whole Asset and the Component approach. 
 
The Whole Asset approach considers an asset to be an assembly of connected parts. 
Costs of all parts would be capitalized and amortized as one asset.  An example would 
be a building and all of the components of the building and betterments i.e. water, 
electrical, heating systems, etc. 

 
 

 
  

 
 

 
    
 
 
 
 
  
 

 
 EFFECTIVE DATE:     Revision Date:    
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Under the Component approach, the different components are individually capitalized 
and amortized. Under this approach the water, electrical, heating systems would be 
considered as separate assets.  
 
Either methods of accounting for Tangible Capital Assets or a combination of both 
methods are acceptable under GAAP.  Due to the cost to establish, compile and 
maintain a database on the component approach when weighted against the value of 
the information available, the single asset approach will be used for all tangible capital 
assets. 
 
Asset Aggregation ï Pooling 
Assets that have a lower value per unit than the capitalization threshold, may be material 
when grouped.  Such assets are generally recorded as a single group asset with one 
combined value.  Examples where this may apply include; computer networks, furniture 
and fittings, certain types of moveable equipment and first time equipping. 
 
Asset Valuation 
Tangible Capital assets should be recorded at historical cost. 
 
Contributed Tangible Capital Assets 
The cost of a contributed tangible capital asset is considered to be equal to the fair value 
at the date of contribution. 
 
Interest expense  
Interest expense related to financing costs incurred during the time the asset is under 
construction is to be capitalized as part of the construction cost. 

 
Pre-acquisition Costs 
Pre-acquisition costs are costs incurred prior to the actual acquisition of an asset.  These 
include the following: feasibility studies, engineering studies, environmental 
assessments, consulting studies and site survey. 

 
  

 
 

 
    
 
 
 
 
  
 
 
 
 
 
 
 

 
 EFFECTIVE DATE:     Revision Date:    
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Capitalization Threshold 
Thresholds are the pre-determined value above which assets are capitalized and 
reported in the financial statements.  Assets acquired below the pre-determined value 
are expensed in the period in which they are purchased.  The level of the threshold for 
various assets will vary for the different classes of assets.  (Appendix A) 
  
Betterment versus Maintenance 
Maintenance and repairs maintain the predetermined service potential of a tangible 
capital asset for a given useful life. Such expenditures are charged in the accounting 
period in which they are made. (PS 3150.21(a)) 
 
Betterments increase service potential (and may or may not increase the remaining 
useful life of the tangible capital asset).  Such expenditures would be included in the cost 
of the related asset. (PS 3150). 
 
Amortization Methods 
All classes of tangible capital assets are amortized using the straight line method.  The 
straight line method reflects a constant charge for the service as a function of time.  
Amortization is computed by dividing the tangible capital asset cost (less any residual 
value) by the number of years of its estimated useful life. 
 
Amortization should commence as soon as the tangible capital asset is completed and 
ready for use.  
 
The ñhalf year ruleò should be applied to all new tangible assets acquired in a given year.  
Under the half year rule, six months of amortization is recorded for tangible capital 
assets acquired during a fiscal year. 
 
Land and Land Improvements that have an infinite life are not amortized. 

 
 

 
 EFFECTIVE DATE:     Revision Date:    
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Review of Estimated Useful Life and Write down for Impairment. 
The estimated useful life of an asset is normally the shortest of its physical, 
technological, commercial, or legal life and will vary by the nature of the asset. 
 
While the service potential of a tangible capital asset is normally consumed through 
usage, there are certain factors such as obsolescence excessive wear and tear and 
other events that could diminish the service potential.  Conversely certain factors such 
as significant investments made to a tangible capital asset that could improve the 
service potential and may or may not extend the useful life of the asset. 
 
The estimated useful life of all assets should be reviewed on a regular basis and revised 
where appropriate and when the appropriateness of the change can be clearly 
demonstrated. (PS 3150.29) 
 
 A write-down is required when an asset has become impaired in that the value of its 
future economic value as an asset is less than the book value. When this occurs, the 
cost should be reduced to reflect the decline in asset value. The net write ïdown of 
tangible capital assets should be accounted for as an expense in the statement of 
operations (PS 3150.32) A write-down should not be reversed. (PS 3150.33) 
 
Capital Leases 
A capital lease is a lease with contractual term that transfers substantially all the benefits 
and risks inherent in ownership of property to the Board. For substantially all the benefits 
and risks of ownership to be transferred to the lessee, one or more of the following 
conditions must be met; 
Å There is reasonable assurance that the Board will obtain ownership of the leased 

property by the end of the lease term. 
Å The lease term is of such duration that the Board will receive substantially all the 

economic benefits expected to be deprived from the use of leased property over its 
life span. 

Å The lessor would be assured of recovering the investment in the leased property and 
of earning a return on the investment as a result of the lease agreement. 
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Once the lease has been determined to be a capital type lease, an amount equal to the 
present value of the minimum lease payments required over the term of the lease should 
be recorded as a tangible capital asset. The classification of the leased asset will be 
determined by the nature of the asset leased (land, building, equipment, etc.) and 
recorded, amortized and disposed in accordance with the parameters of the asset 
classification. 
  
Leasehold Improvements  
Leasehold improvements are betterments made to a tangible capital asset under 
operating leases. 

To be considered a leasehold improvement, the modification must have at least four 
characteristics: 

(a) The modifications must be made to assets that have been leased; 

(b) The lessee department/agency must pay for the improvements. If the expenses are 
the responsibility of the lessor then it will account for the expenses in its own records; 

(c) The leasehold improvements should be durable, they should bring benefits to the 
Board for more than one year; and 

(d) The betterment reverts to the lessor at the end of the lease (i.e. cannot be detached 
from the leased property). 

 
Leasehold improvements should be amortized over the useful life of the improvement or 
the lease term, whichever is shorter. The lease term would include any renewal option 
periods where extension of the lease is expected. 
 
Betterments made to an asset subject to capital lease where ownership is expected to 
transfer to lessee should be classified as betterment and the cost of the betterment 
should be capitalized and amortized over the life of the lease. 
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ADMINISTRATIVE REGULATIONS 
 

Pre-Construction Costs and Construction in Progress 
 
Pre-Construction costs 
Constructed tangible capital assets such as schools may extend over one or more 
accounting periods, and certain pre-construction costs may be incurred prior to 
commencing construction of the tangible capital asset. Examples of pre-construction 
costs include the costs for feasibility studies, engineering specifications, environmental 
assessment, consulting studies, and site survey directly attributable to a tangible capital 
asset.  Costs that cannot be directly attributed to the acquisition, development or 
construction of a specific tangible capital asset must be expensed in the period they are 
incurred. 
 
Construction in progress assets refers to new tangible capital asset construction 
projects that are not completed and not ready to be put into service. New school 
construction, addition of a gym to an existing school and similar expenditures would 
qualify as construction in progress. 
 
Betterments made to an existing building are not construction in progress assets.  
Construction-in-progress projects are not amortized until construction is completed and 
the asset is ready to be put into service. 
 
Interest expense related to financing costs incurred during the time as asset is under 
construction will be capitalized as part of the construction costs. 
 
Assets under construction are to be transferred out to an appropriate tangible asset 
class (e.g. building) when the construction is substantially complete and the asset is 
ready for use. 
 
Construction-in-progress projects are not amortized until construction is completed and 
the asset is ready to be put into service. 
 
If construction of the tangible capital asset is terminated or deferred indefinitely before 
completion, the costs capitalized to-date must be expensed, unless there is an 
alternative use for the tangible capital asset. 
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ADMINISTRATIVE REGULATIONS 
 

Asset Disposal ïRetirement, sale, abandonment, demolition, trade ïin 
 
Retirement of an asset can occur due to: replacement of a building, structure, facility or 
previously identified component parts; disposal or demolition of a building, structure, 
facility or previously identified component parts; sales or transfer of ownership of a 
building, structure, facility, property or previously identified component parts to a party 
outside the government reporting entity; or, abandonment of a building, structure, facility, 
property or previously identified component parts. 
 
When an asset is replaced, the costs of removal of the old asset are considered a cost 
of installation or construction of the new replacement asset. The remaining net book 
value of the old asset should be removed from the asset accounts. Net costs or 
proceeds on sale or disposal should be identified as proceeds of disposition. 
 
When an asset is disposed of or demolished and not replaced, the remaining net 
book value of the asset should be removed from the asset accounts.  The proceeds of 
disposition received, if any, for the disposal of demolished TCA should be netted against 
any costs incurred for the removal, disposal and demolition. 
 
When an asset is sold or transferred the remaining net book value of the asset should 
be removed from the asset accounts. The proceeds on sale (if any), net of any costs of 
sale, should be identified as net proceeds on disposition, resulting in a gain or loss on 
sale.  Proceeds should be allocated to each tangible capital asset based on their fair 
market value relative to the fair value of all the tangible capital assets disposed of in the 
same transaction. 
 
When a tangible capital asset is abandoned, the remaining net book value of the asset 
should be removed from the asset accounts. The costs of abandonment should be 
identified and any resulting loss on retirement recognized as an expense in the year of 
retirement. 
 
Disposal costs are costs incurred that are incremental in nature and are essential to 
transact the disposal. Disposal costs result directly from the decision to dispose the 
tangible capital asset. Disposal costs include: direct marketing; legal; engineering; title 
search; survey; appraisal; brokerage fees; and, commissions. 
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ADMINISTRATIVE REGULATIONS 
 
References Material 
 
School Board & School Authority Tangible Capital Assets-m Provincial Accounting Policies & 
Implementation Guide- Ministry of Education Revised October 2008 Revision 3 
 
 Section PS 3150 Tangible Capital Assets- CICA Public Sector Accounting Handbook- August 
2008 ïThe Canadian Institute of Chartered Accountants  
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