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Buildings and Building Improvements
Bullding Definition

A building is a structure that is permanently attached to the land, has a roof, is partially
or completely enclosed by walls, and is not intended to be transportable or moveable.

Building Improvement Definition

Building improvements are capital events that materially extend the useful life of a
building or increase the value ol%. building, or both. A building improvement should be
capitalized as a betterment and recorded as an addition of value to tEe existing building if
the expenditure for the improvement is at the capitalization threshold, or the

expenditure increases the life or value of the building by 25 percent of the original life
period or cost.

Depreciation Methodology

The straight-line depreciation method (historical cost -residual value)/useful life) will be
used for buildings, building improvements and their components. Subsequent
improvements that change the use or function of the building shall be depreciated.

Buildings designated as "historical" by the Texas Historical Commission will not be
depreciated unless used in the operations of the county. However, any improvements or

betterments not deemed "historical" by the Texas Historical Commission will be
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depreciated the same as any other improvements or betterments made to a building.

Capitalization Threshold

The capitalization threshold for buildings and building improvements is $50,000.
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PURCHASED BUILDINGS

* Original purchase price

* Expenses J?(Jr remodeling, reconditioning or altering a purchased building to make it
ready to use for the purpose for which it was acquired

* Environmental compliance (i.e., asbestos abatement)

* Professional fees (legal, architect, inspections, title searches, etc.)

* Payment of unpaid or accrued taxes on the building to date of purchase

* Cancellation or buyout of existing leases

® Other costs required to place or render the asset into operation
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CONSTRUCTED BUILDINGS

Completed project costs

Interest accrued during construction

Cost of excavation or grading or filling of land for a specific building
Expenses incurred for the preparation of plans, specifications,
blueprints, etc.

Cost of building permits

Professional fees (architect, engineer, management fees for design and
supervision, legal)

Costs of temporary buildings used during construction

Unanticipated costs such as rock blasting, piling, or relocation of

the channel of an underground stream

Permanently attached fixtures or machinery that cannot be removed without
impairing the use of the building

Additions to buildings (expansions, extensions, or enlargements)

Note: For a replacement to be capitalized, it must be a part of a major repair or rehabilitation
project, which increases the value, and/or uscful life of the building, such as renovation of a
health center. A replacement may also be capitalized if the new item/part is of significantly
improved quality and higher value comparcd to the old item/part such as replacement of an
old shingle roof with a new fireproof tile roof. Replacement or restoration to original utitity
lcvel would not. Determinations must be made on a case by case basis.

Conversion of attics, basements, etc., to usable office, clinic, research or
classroom space

Structures attached to the building such as covered patios, sunrooms,
garages, carports, enclosed stairwells, etc.

Installation or upgrade of heating and cooling systems, including ceiling fans
and attic vents

Original installation/upgrade of wall or ceiling covering such as carpeting,
tiles, paneling, or parquet

Structural changes such as reinforcement of floors or walls, installation or
replacement of beams, rafters, joists, steel grids, or other interior framing
Installation or upgrade of window or door frame, upgrading of windows or
doors, built-in closet and cabinet

Interior renovation associated with casings, baseboards, light fixtures, ceiling
trim, etc.

Exterior renovation such as installation or replacement of siding, roofing,
masonry, etc.

Installation or upgrade of plumbing and electrical wiring

Installation or upgrade of phone or closed circuit television systems,
networks, fiber optic cable, wiring required in the installation of equipment
(that will remain in the building)

Other costs associated with the above improvements
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