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Capitalization and Inventories 

 
The board directs the business manager or their designee to account for 
capital expenditures and maintain inventory records as follows: 

Capitalization of an item shall occur when the item is recorded as a fixed asset 
on the balance sheet rather than a consumable expense.  Capitalization 
thresholds for capital assets and leases are: 

Capital Asset and Lease Type Capitalization Threshold 

Land All 

Improvements $15,000.00 

Building $50,000.00 

Machinery and Equipment $5,000.00 

Food Service Machinery and 
Equipment 

$1,000.00 

Lease $50,000.00 

 

Teachwell follows GASB Statement No. 87 by recording the right-to-use lease 
assets and the corresponding lease liability for all leases with terms greater 
than 12 months.  A lease, as defined in this policy, is a contract that gives 
Teachwell control of the right to use another entity’s non-financial asset, such 
as buildings, land, vehicles, or equipment, in an exchange.  Teachwell will 
measure the lease liability at the present value of future lease payments 
beginning on the lease commencement date, using the interest rate implicit 
in the lease or, if not readily determinable, Teachwell’s incremental borrowing 
rate, and will measure the initial lease asset at the liability amount adjusted 
for prepayments, lease incentives, and certain direct costs, then amortize the 
asset over the shorter of the lease term or the useful life of the underlying 
asset.  Leases determined to be immaterial to Teachwell’s financial 
statements, even if the term is greater than 12 months, will not be 
recorded.  Teachwell will use professional judgment and the level of 
materiality of the lease to assess recognition of the lease 



agreement.  Teachwell expenses short-term leases of 12 months or less as 
incurred.  The Business Manager will maintain an inventory of all lease 
agreements and ensure proper reporting in Teachwell’s financial statements. 

Subscription-Based Information Technology Arrangements 

Teachwell follows GASB Statement No. 96 for all subscription-based 
information technology arrangements (SBITAs).  An SBITA is a contract that 
gives Teachwell control of the right to use another entity’s IT software for a 
specified period in an exchange transaction. 

Teachwell will record a subscription asset and subscription liability for all 
SBITAs with terms greater than 12 months and a value exceeding Teachwell’s 
capitalization threshold.  The subscription liability is measured at the present 
value of required subscription payments, and the subscription asset is 
measured based on that liability adjusted for upfront payments, incentives, 
and allowable implementation costs.  The subscription asset will be amortized 
over the subscription term. 

Short-term SBITAs (12 months or less) and arrangements determined to be 
immaterial will be expensed as incurred.  The Business Manager will maintain 
an inventory of all SBITAs and ensure proper reporting in Teacchwell’s 
financial statements. 

Inventories 

The business manager or their designee shall require designated school 
employees to inventory any Teachwell property in their custody with a useful 
life of greater than one year and purchase cost in excess of $1,000. 

Each designated employee will create two copies of his or her inventory.  The 
employee must submit one copy to the business office by June 30 annually 
and must retain the other copy in his or her records.     
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