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Minutes: Chainnan Krebsbach opcne the hearing on SB 2151 which relates to the minimum 

value for reporting fixed assets. Appearing before the committee was _Eileen Holwegner with the 

Office of Management and Budget. A copy of hrr written testimony in support of SB 2151 is 

attached. Ms. Holwcgner also handed out copies of a proposed amendment to SB 2151 which 

would simply add an emergency clause to the bill. Senator Kilzer inquired, in your accounting 

procedures if you have a fixed asset that is si1y $2,000.00 and as the years go by and depreciation 

continues~ when it drops below $750,00 do you drop it off? Is that the way it goes'? Ms, 

Holwcgner replied no, right now we don't depreciate funds right now with governmental funds 

but we will start depreciating. The threshold we urc using 15 for th~ original cost. So it would 

always, ns long us you have the asset if it's worth $5,000.00 and it depreciates down to nothing, 

if you still have it, it's kept 011 your books at $5,000.00 cost plus the accumulutcd depreciation of 

$5,000.00. It would l'cmuin on your books even if it was fully depreciated. There were no 

further questions. Lurry Eide, Senior ViccNpresi<lcnt, Minot State University, nppcnring on 
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behalf of the North Dakota University System came before the committee. A copy of his written 

testimony is attached. He indicated the NOUS supports SB 2151. There were no questions from 

the committee at this time. No further testimony was presented at this time. The hearing on SB 

2151 was closed. Senator C. Nelson moved the adoption of the proposed amendment on SB 

2151, seconded by Senator Wardner. There was no discussion from the committee. Roll Call 

vote indicated 6 Yes, 0 No, and 0 Absent or Not Voting . .A.t this time Senator T. Mathern made 

a motion for a Do Pass as amended on SB 2151, seconded by Senator Kilzer. There was no 

discussion on the motion. Rotl Call vote indicated 6 Yes, 0 No, 0 Absent or Not Voting. 

Senator Kilzer will carry the bill. 



Office of Management and Budget 
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PROPOSED AMENDMENT TO ~ENA TE BILL 2151 

Page 1, line 2, after "assets11 insert "and to declare an emergency" 

Page 1, after line 12, insert: 

"SECTION 2. EMERGENCY. This Act is declared to be an emergency 
measure,,, 

Renumber accordingly 
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Module No: SR-05-0960 
Carrier: KIizer 

Insert LC: 1a1n.0101 Title: .0200 

REPORT OF ST ANDING COMMITTEE 
SB 2151: Government and Veterans Attain; Committee (Sen. Krebsbach, Chairman) 

recommends AMENDMENTS AS FOLLOWS and when so amended, recommends 
DO PASS (6 YEAS, 0 NAYS, 0 ABSENT AND NOT VOTING). SB 2151 was placed 
on the Sixth order on the calendar. 

Page 1, line 2, after "assets" insert"; and to declare an emergency" 

Page 1 t after line 12, insert: 

11SECTION 2. EMERGENCY. This Act is declared to be an emergency 
measure." 

Renumber accordlngly 

(2) DESK, (2) COMM Page No. 1 SllOt>-0980 
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Ta e Number Side A Side B Meter# 
X 1306-2890 

Minutes: 

REP. M. KLEIN called the hearing to order, REP. GRANDE was absent. Al] other members 

were present. 

In favor: 

EILEEN HOLWE_QNER, OFFICE OF MANAGEMENT AND BUDGET, 

Please see attached testimony. 

REP, M, KLEIN asks if this would create 10-15 more jobs'? HOLWEGNER replies probu'Jly not 

that many, 

REP, HAAS asks if "'veryone will have to do this? HOL WEGNER replies yes. REP. HAAS asks 

what is the beginning value of the capitol building? HOLWEGNER replies that it is $17 million 

dollars. The original cost of the building in 1936 was $2 million. 
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REP. BELLEW asks for the definition of fixed asset. HOL WEGNE~ replies that it is an item 

that has a useful life. REP. BELLEW asks if that would pertain to lawnmowers and such. 

HOLWEGNER states that is correct. 

REP. KASPER asks if this is a federal requirement. HOLWEGNER replies that it is not a federal 

government requirement, it is under financial standards. REP. KASPE~ asks who is implying 

this? HOLWEGNER replies that there is no constitutional authority. REP. KASPER asks who 

monitors GSAB. HOLWEGNER replies that she is not sure. 

Being there was no further testimony in favor or in opposition the hearing was then closed. 

Action was taken right away. REP. DEVLIN motioned for a DO PASS, iieconded by 

REP. HAAS. The roll call was taken with 13 YES, 1 NO and 1 ABSENT AND NOT VOTING. 

The motion carries. The CARRIER of the bill is REP. CLARK .. 

SB 2151: DO PASS l 3~1 

CARRIER: REP. CLARK 
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REP KASPER V ~-· REP KLEMIN V,, - v,,.. REP MEIER 

V. 
" 

REP WIKENHEISER -REP CLEARY v',, 
REP HUNSKOR v/ 

V --
REP METCALF 

J Total (Yes) /.,3 No ___ _._._______ -------------

Absent / 

Floor Assignment 

If the vote is on an amendmc , briefly indicate intent: 



, ,. ' 

REPORT OF STANDING COMMITTEE (410) 
March 8, 2001 11 : 12 a.m. 

Module No: HR-40-5104 
Carrier: Clark 

Insert LC: . Title: . 

REPORT OF STANDING COMMITTEE 
SB 2151, as engrossed: Government and Veterans Affairs Committee (Rflp. M. Klein, 

Chairman) recommends DO PASS (13 YEAS, 1 NAY, 1 ABSENT AND NOT 
VOTING). Engrossed SB 2151 was placed on the Fourteenth order on the calendar. 
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SENATE BILL 2151 

Good moming Madame Chairman and members of the Government and Veterans Affairs 
Committee. 

My name is Eileen Holwegner with the Office of Management and B1.:d~et. I coordinate 
the compilation of the State's Comprehensive Annual Financial Reµort (the CAFR). 

0MB is introducing this bill to increase the value of fixed assets that are included in 
financial statements because of upcoming changes in the preparation of government 
financial statements. 

Each year 0MB prepare!:! the CAFR in accordance with the standards established by 
GASB, the Governmental Accounting Standards Board. GASB c,::;tablishes the standards 
for accounting and reporting practices for state and local governmental entities. In June of 
1999, GASB issued Statement Number 34, which established a new governmental 
financial reporting model for states and local governments. This statement is the biggest 
change in the history of government accounting and financial reporting. This statement is 
effective for fiscal year 2002, which begins July 1, 2001. 

Although GASB 34 establishes numerous changes in financial reporting for government 
entities, the most significant changes that will affect state agencies are the requ.ircmcnts 
to report infrastructure, such as highway systems, and to depreciate all fixed assets. 
Currently, infrustmcture is not included in governmental financial statements, and 
governmental funds do not depreciate fixed assets but expense the cost of the asset at the 
time of purchase. n ,\SB 34 requires the cost of an asset to be reported as a depreciation 
expense over the useful life of the asset. 

Agencies will have much more work to do in regard to their fixed assets because of the 
depreciation requirement. However, their burden could be reduced significantly if we 
could raise the threshold for reporting capital assets for the State's CAFR. Currently, 
NDCC 54-27M 1 requires agencies to include all fixed assets of $750 or more to be 
included in their financial statements. This bill would increase this $750 to $5000. This 
$5000 level was selected hecause that is the value the federal government requires to be 
used for trucking ussets purchased with federal funds and because the Executive Bonrd of 
the National Oov~rnment Finance Officers Association has recently approved a 
recommended practice of using a threshold of $5000 for the capitalization of fixed assets, 
Previously, this association recommended the use of a $1000 threshold. Additionally, 
this is the threshold many states use in their CAFRs for reporting fixt!d nssets. 

Notion wide surveys and our office's review of other st.rite's CAFRs and policies reveal 
that about 80% of the states are using an amount greater or equal to $5000 for reporting 
fixed assets. The remaining 20% are considering inureasing their threshold because of the 
OASB 34 requirements. The other states in our area, including South Dakota, Iowa, 
Montana, Minnesota, Nebraska, Wyoming, Wisconsin are all currently using $5000 or 
mol'e as their reporting level for fixed assets in their financial stntements. 



------------------------·--------------------

We hav~ worked with the State Auditor's office in determining this fixed asset reporting 
level and have their support, 

If the fixed asset reporting level for financial statements is rnlsed to $5,000, agencies will 
still be required to track equipment of lesser value. There is another section of the 
century code, NDCC 44-04-07 that requires agencies to maintain an inventory of all 
property of sufficient value and permanence as to render such inventory record practical. 
Also, 0MB policy 205 requires thut for assets valued less than the CAFR reporting level, 
accountability records should be maintained for physical control, where control is 
appropriate, and for proof of items covered by insurance. 

At this timr., I would also like to introduce an amendment to this bill to provide for an 
emergency clause. Although GASB 34 is effective for the State's CAFR July 1, 2001, 
we need to have beginning balances for fixed assets with accumulated depreciation at that 
time. That beginning balance is the ending balance at June 30, 2001, and we will need to 
include all fixed assets that meet the threshold amount that is in statute at that date. If the 
threshold is still at $750 at June 30, 2001, depreciation will have to be figured on all 
assets 1.1t or over that amount in order to determine the beginning balance. 

Thank you for your time. I would be happy to answer any questions. 
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Qoyernmeul nod Veterans Cpmmittee 

Madam Chairman and members of th,., committee: for tho record my name is 

Larry Eide, Senior Vice President, Minot State University. 

I am before you today representing the North Dakota University System which 

supports Senate Bill 2151. All eleven higher education institutions were polled and none 

opposed this legislation. 

The purpose of this amendment, already described by others, is to change the 

asset capitalization threshold from $750 to $5,000. 

The reason for the change is that effective July l, 2002, the Government 

Accounting Standards Board (GASB) will require all equipment capitalized to be 

depreciated and disclosed in annual financial statements. Most states (80%) are already 

using an amount greater or equal to $5,000 for reporting fixed assets. 

At Minot State University the fixed asset value for financial statement purposes 

would decrease by 73%. The booked cost for depreciation would be based on $2, l 00,000 

of asset value compared to $7,775,000 of asset value. This is important when we compare 

NOUS institutions with peer institutions in other states already using the $5,000 or 

greater threshold. 

If the committee is concerned about fixed asset accountability and control, NDCC 

44-04-07 requires the person in charge of any state department, industry, institution, 



board, association, or commission to maintain, or cause to be maintained, a complete and 

current inventory record of all property of sufflcient value. 

The Office of Management and Budget, the State Auditor's Office and the North 

Dakota University System all support S821 SI, 

Madam Chairman, members of the committee we recommend 11D0 Pass." 



SENATE BILL 2151 

Good n.orning Mr. Chairman und members of the Government an<l Veterans Affairs 
Committee. 

My nnme is Eileen Holwegncr with the Office of Management and Budget. I coordinute 
the compilation of the State's Comprehensive Annual Financial Report (the CAFR). 

0MB is introducing this bill to increase the value of fixed assets that are included in 
financial statements because of upcoming changes in the preparation of government 
financial statements. 

Each year 0MB prepares the CAFR in accordance wi~h the standards established by 
GA.SB, the Governmental Accounting Standards Board. GASH establishes the standards 
for accounting and reporting practices for state and local governmental entities. In June of 
1999, GASB issued Statement Number 34, which established a new governmental 
financial reporting model for states and local governments. Thir. statement is the biggest 
change in the history of government accounting and financial reporting. This stutcmcnt is 
effective for fiscal year 2002, which begins July 1, 2001. 

Although GASB 34 establishes numerous changes in financial reporting for government 
entities, the most significant changes that will affect state agencies are the requirements 
to report infrastructure, such as highway systems, and to depreciate all fixed assets. 
Currently, infrastructure is not included in governmental financial statements, and 
governmental funds do not depreciate fixed assets but expense the cost of the asset at the 
time of purchase. GASB 34 requires the cost of an asset to be reported as a depreciation 
expense over the useful life of the asset. 

Agencies will have much more work to do in regard to their fixed assets because of the 
depreciation requirement. However, their burden could be reduced significantly if we 
could raise the threshold for reporting capital assets for the State's CAFR . Currently, 
NDCC 54-27~ 1 requires agencies to include all fixed assets of $750 or more to be 
included in their financial statements. This bill would increase this $750 to $5000. This 
$5000 level was selected because that is the value the federal government requires to be 
used for tracking assets purchased with federal funds and because the Executive Board of 
the National Government Finance Officers Association has recently approved a 
recommended practice of using a threshold of $5000 for the capitalization of fixed assets. 
Previously, this association recommended the use of a $1000 threshold. Additionally, 
this is the threshold many states use in their CAFRs for reporting fixed assets. 

Nation wide surveys and our office's review of other state's CAFRs and policies reveal 
that about 80% of the state8 are using an amount greater or equal to $5000 for reporting 
fixed assets. The remaining 20% are considering increasing their threshold because of the 
GASB 34 requirements. The other states in our area, including South Dakota, Iowa, 
Montana, Minnesota, Nebraska, Wyoming, Wisconsin are all currently using $5000 or 
more as their reporting level for fixed assets in their financial statements. 
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We have worked with the State Audltor1 s office in determining this fixed uss(~l reporting 
level and have their support, 

If the fixed nsset reporting level for flmmcinl stutemcnts is raist.:d to $5,000, ugcndcs will 
still he required to truck equipment of lesser value, There is another section of the 
century code, NDCC 44-04-07 that requires agencies to maintain an inventory of ull 
property of sufficient value and permanence as to render such inventory record pructicul. 
Al!io, 0MB policy 205 requires that for assets valued less than the CAFR reporting level, 
accountability records should he maintained for physical control, where control is 
appropriate, and for proof of items covered by insurance. 

There is an emergency clause for this bill, This clause is needed because GASB 34 
requires the fStatc 's fiscal year 2002 CAFR to have beginning balances for fixed assets 
with accumulated depreciation at that time. That beginning balance i.s the ending balance 
at June 30, 2001, and we will need to include all fixed assets that meet the threshold 
amount that is in statute at that date. If the thresho~d is still at $7 50 at June 30, 2001, 
depreciation will have to be figured on all assets at or over that amount in order to 
determine the beginning balance, 

Thank you for your time. I would he happy to answer ~ny questions. 


