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DOE Accounting Handbook, Chapter 10:  Property, Plant and Equipment                      http://www.mbe.doe.gov/policy/actindex/ 

DOE PP&E Best Practices Accounting Guide, Revision March, 5, 2013
Purpose
The purpose of the Property Plant and Equipment (PP&E) Capitalization is to provide guidance on the capitalization computation and documentation requirements needed to support the capitalization of equipment purchases, equipment fabrications and construction projects in the Sunflower Finance Property Accounting Module.
Procedure Participants 
	Property Accounting
	· Compiles, reviews, analyzes and reconciles all related documentation to support the capitalization transaction.
· Capitalization of the fixed asset.

	Division
	Completes the PACE Form upon commencement of the project and completes the PACE FORM at the conclusion of an equipment fabrication or construction project.

	Property Management
	Tags fixed asset and records the tagged asset in the Sunflower fixed asset system.


System(s) Used
· PeopleSoft Financial Management System:   General Ledger 
· Sunflower Finance - Property Accounting Module
· Sunflower Property Management- Property Management Module
Inputs
Inputs to the capitalization process include:
· PACE Form submitted to General Accounting and the Budget Office when project is opened
· Documentation from the financial system, which supports the value to be capitalized
· PACE Form submitted to General Accounting at the conclusion of equipment fabrication and construction projects.
Outputs
When capitalization of a fixed asset occurs:
· The related fixed asset is added to the subsidiary PP&E ledger and added to the Laboratory’s balance sheet
· The item is removed from the Construction Work in Progress (CWIP) account
Procedure Steps
Computation of Capitalization Amount
	Purchased Assets
	Capitalized cost includes all costs to convert or to make the facilities or equipment ready for use, for example, invoice price, transportation, installation costs, and indirect costs. *

Generally, costs should be recorded net of purchase discounts taken. Purchase discounts lost and late-payment penalties should not be included as costs of assets, but should be written off as an operating expense. 

	Constructed Assets
	When an entity constructs a depreciable asset for its own use, all direct costs (labor and materials) are included in the total cost of the asset. Constructed capital assets must receive their allocable share of all indirect costs (CAS 404).

	Asset Betterments
	Capitalized cost includes all direct costs (labor and materials) and the allocable share of indirect costs. Costs to convert or to make the asset/item ready for use are also included; for example, transportation and installation costs. 



*LBNL applies procurement burden to the invoiced cost of the purchase equipment and G&A to the amount of procurement burden allocated to purchase equipment.  DOE Financial Management Handbook, Chapter 10 “Property, Plant, and Equipment” clause d. (2) (a) states, “As a general rule, indirect costs associated with the purchase of the item are not capitalized.”  However, in the DOE Management & Operating (M&O) environment, DOE also requires the Laboratory to assign “full cost” including indirect cost to all projects (final cost objectives).  To fairly allocate cost to all projects, laboratories generally assign some indirect cost for activities like purchasing and receiving equipment to the project (final cost objective) where the equipment is expensed.  

At LBNL, procurement burden covers the cost of creating and negotiating subcontracts (Procurement), receiving and tagging purchased assets (Receiving), and processing and paying invoices (A/P).  The G&A rate is applied to the cost of the procurement burden only (G&A is not applied to the cost of the purchased asset) to cover the general and administrative cost (Human Resources, Facilities, Laboratory Management, etc.) of the employees charged to the procurement burden pool.  Since procurement burden adds direct value to the purchased equipment, it is appropriate to include procurement burden cost to the purchase equipment capitalization value.  Although G&A does not add direct value to the purchased asset, the amount of G&A annual cost compared to capital equipment on LBNL’s balance sheet is considered immaterial.

The decision to apply indirects is used consistently for capital construction, fabrication, and equipment projects.  Because the DOE Financial Management Handbook states this as a “general rule”, the Laboratory has discretion in deciding to capitalize indirect costs associated with purchased items based on its the disclosed cost accounting practices and the estimated cost impact.
Documentation Requirements
Each equipment purchase, equipment fabrication and construction project capitalized as part of the Laboratory’s PP&E balance in the Sunflower Property Accounting Module will be supported by the following:
	PACE Form
	· Initial PACE Form, submitted for project opening
· Completed PACE Form, for fabrications and construction

	Project Identifying Information
	· Project Type
· Project Number (s)
· B&R

	Asset Identifying Information
	· DOE Tag Number

	Capitalized Value 
	· Cost Build Up of the Asset and Reconciliation to Capitalized Amount 
· PO and Invoice Copies (or reference to electronic image)

	Useful Life 
	· Asset Category and Useful Life

	Sunflower Capitalization
	· Screen shot(s) for the Capitalized Financial Asset screen



Each package supporting a PP&E capitalization will be reviewed by an Accountant one level of classification higher than the Preparer.  Reviewer responsibility is assigned to an Accountant/Manager knowledgeable of the capitalization process.  
Author
Prepared by Rachelle Jeppson, Controller
1

image1.png
( http:Hcso. Ibl.govlassets/docs/downloads/LOGO_ StyleSheet. pdf - Windows Internet Explorer X) " start |
SO lgov ¥[%)[x] [
= 5 wl SO
Fie Ek GoTo Favortes Help % @convert + Fselect
e ravortes | iy B) Emeryvl osthr orece... (D Traffic «Cossan Francsco. [0 GooleAops el Contor - v, YouTube ~Leadershp From . YouTube -3 yeer ki zonet ) -8 - Blcom =
5. » e
55 - [[MBetkely Lab (L of Cafor.. | E] erkely Lob (L o Calfor.. | @ httifjcso bl govassets, B B @ - eagee Ssfety < Todse @
-
3 Tz IR & % - E
(== & & O 1 o

Berkeley Lab Logo Usage - Light Background

~

A

freeeeenr K

BERKELEY LAB

Lawrence Berkeley Nationa Laberatry

Logo - Full Version

Done

BERKELEY LAB

freeeeee m

BERKELEY LAB

BERKELEY LAB

Lawrence Berkeley
National Laboratory

Logo - Alternate Versions
i reproduction smale

Lawrence Berkeley National Laboratory

Lawrence Berkeley
National Laboratory

 than 2.25W x 2

2 Unlcown Zone G -




