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| NTRODUCTI ON

This chapter outlines the procedures for reporting and
recording property fabricated by a University departnent.
Property can be fabricated either for sale and delivery to
an external entity or for University use. Fabricated
property that neets the University's definition of equipnent
(see Section Il1.B below and which is retained by the
University is considered fabricated equi pnment. Such

equi pnent nust be capitalized and inventoried. Property
that does not nmeet this definition, or property that is
fabricated for the sole purpose of sale and delivery to an
external entity, is not capitalized.

Section Il of the chapter details the capitalization
process, accounting procedures for applying indirect costs,
and the areas of responsibility in accounting for fabricated
equi pnent that is for University use. Procedures for
reporting and recording non-capitalized fabricated property
that is either for University use or delivery to a non-
University entity are described in section |11

1. FABRI CATED EQUI PMENT FOR UNI VERSI TY USE- - CAPI TALI ZED AND
| NVENTORI ED

A DEFI NI TI ON

Fabri cated equi pnment, as defined in Business and

Fi nance Bul |l etin BUS 29, Managenent and Control of

| nvent ori al Equi pnent, consists of non-expendabl e,

t angi bl e, personal property, physically constructed by
a University activity, which has a total acquisition
cost of $1,500 or nore, is free-standing, is conplete
initself, does not lose its identity when affixed to
or installed in other property, and is expected to be
used by the University for one year or nore.

B. REPORTI NG AND RECORDI NG
1. Reporti ng
Equi prent that has been fabricated or is being
fabricated by a departnent should be reported to
t he equi pnment managenent departnent and the

accounting office. Information reported on this
form shoul d i nclude a conpl ete description of the
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item its location, the name and account nunber of
the departnent with custodial responsibility for
the item and the value of the equipnent.

Recor di ng

Capitalizabl e Expenses - Wen recording fabricated
equi prent, all materials, supplies, and services
from out si de vendors or authorized interna
recharge activities, used in the fabrication
process shoul d be object coded 9600. Authorized
internal recharge activities consist of canpus
machi ne, glass, electronics, and simlar types of
shops that design or build such equipnment or its
conponent parts.

Canpuses that use ot her object codes to record
fabricated equi pnent, e.g., 9610, should transfer
that information to object code 9600 when
submtting data to the O fice of the President.
(In this chapter, reference to object code 9600
al so refers to canpus codes 96XX.)

Non- Capi t al i zabl e Expenses - Departnental |abor,
travel, or other operating expenses associ at ed
with the fabrication of equi pnment are not
considered part of its capitalization value and
shoul d be coded using the object codes normally
used for such expenses. Departnental |abor refers
to the salaries of faculty nmenber(s), principal

i nvestigator(s), graduate student researcher(s),
or ot her conparabl e personnel who participated in
the fabrication process.

| nconpl ete Fabrication - Fabricated equi pnment
consi sts of conponents acquired under purchase
orders object coded 9600. If it is determ ned
that the fabrication will not be conpleted, the
canpus departnent should notify the equi pnment
managenent departnent and the accounting office.
Any charges previously nmade to object code 9600
must then be recorded under the appropriate

nonf abri cati on object codes (e.g., |aboratory
supplies, recharges, etc.).

CAPI TALI ZATI ON

When fabrication is conplete, the capitalization val ue
consists of the direct costs of services purchased from
out si de vendors or authorized canpus recharge service
centers, and the costs of the conponent parts purchased
by canpus departnents (expenditures object coded 9600).
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1. FABRI CATED EQUI PMENT FOR UNI VERSI TY USE- - CAPI TALI ZED AND

[ NVENTORI ED ( Cont .

C.

CAPI TALI ZATI ON (Cont.)

Accunul at ed project costs for fabricated equi pnent
shoul d be capitalized at fiscal year-end. Costs for
projects that extend beyond the fiscal year-end nust be
capitalized annually during the University's fiscal

cl osi ng process.

For capitalization purposes, departnental |abor,
travel, or other operating expenses, and associ at ed
Federal overhead costs, nust not be considered part of
the cost of acquiring a fabricated asset.

| NDI RECT COST

In accordance with O fice of Managenent and Budget
(OwB) Circular A-21, section G 2, and canpus i ndirect
cost rate agreenents entered into after July 1993,
equi pnent and capital expenditures are excluded from
the nodified total direct cost base to which overhead
is applied. Indirect costs, therefore, are not
applicable to the cost of fabrication recorded under
obj ect code 9600.

OMNERSHI P CHANGES

Capitalized fabricated itens that are subsequently
transferred to non-University entities nust be renoved
fromthe equi pnment inventory database; however, the

obj ect codes used to record these itens are not changed
nor is the indirect cost amount recal cul at ed.

I'11. NON-CAPI TALI ZED FABRI CATED PROPERTY

A

12/ 30/ 98

RECORDI NG

If a fabricated itemis to be delivered to a non-
University entity or the itemis of a non-capital
nature, the appropriate non-capitalized object codes
nmust be used to record the item

For control purposes, object code 8100, Non-Capitalized
Fabricated Cost, should be used to record expenditures
for itens delivered to a non-University entity. (Such
expenditures are not recorded under object code 9600 or
any other inventorial equipnment object code (9000-
9950) .
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| f ownership of the fabricated property has not been
determ ned, the fabricated item nust be accounted for
as inventorial equipnment subject to capitalization (see
Section |1.B above).

B. | NDI RECT COST

Fabricated property expenditures that are not
capitalized by the University will be subject to

i ndirect costs when funded by contracts and grants.
(See the University Contract and Grant Manual, chapter
8, for indirect cost procedures.)

| V. RESPONSI BILITIES

A DEPARTMENTS

Departments are responsi ble for the proper valuation of
fabricated equi pnent and for dissemnating to
departnent units the procedures detailed in this
chapter.

B. ACCOUNTI NG OFFI CERS

Accounting officers are responsible for review ng
charges to contracts and grants to ensure that the
correct expenses are included in the cost of
fabrication, that fabrication expenses and associ at ed
indirect costs are properly recorded and reported to
sponsoring agencies, for the recovery of the
appropriate anount of indirect costs, and for

determ ning the correct base for conputing indirect
costs.

C. CONTRACT AND GRANT OFFI CERS

Contract and grant officers are responsible for
review ng contract and grant proposals and awards to
ensure that extranural support budget proposals include
indirect costs for fabrication expenses, if

appropri ate.

D. EQUI PMENT MANAGEMENT DEPARTMENTS
Equi prment managenent departnents are responsible for
recording fabricated itens of equipnment in the
Uni versity equi prment inventory database.

V. EFFECTI VE DATE

The effective date for applying these changes is January 1,
1999.
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