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Preface
This publication has been prepared to help local educational agencies (LEAs) meet federal and state equipment-management laws, rules, and regulations to help career technical educators develop a career technical education (CTE) equipment-management system. In the event of a conflict between federal and state requirements, the most restrictive requirements prevail.

CTE equipment purchased completely with federal funds, purchased with federal and nonfederal funds (cost shared), or purchased completely with nonfederal funds used to meet federal government matching requirements is subject to both federal and state laws, rules, and regulations. The LEA is required to establish property-management policies and procedures and to maintain equipment inventory-control records, including equipment description, identification number, acquisition date and cost, funding source, location, use, condition, and ultimate disposition. In addition, the LEA is required to label all CTE equipment.

Equipment purchased with federal or nonfederal funds and is no longer needed, worn out, stolen, obsolete, etc., must be taken off the LEA’s inventory list in accordance with state and federal regulations governing the disposal of equipment.

Definitions

The following definitions will be useful to LEAs in formulating property-management policies and procedures, preparing and maintaining equipment inventory-control records, and disposing of equipment that is no longer needed for CTE purposes or that is worn out, stolen, obsolete, etc.
Acquisition Cost

Acquisition cost of purchased equipment means the net invoice price of the equipment, including the cost of modifications, attachments, accessories, or auxiliary apparatus necessary to make the equipment usable for the purpose for which it was acquired. Other charges, such as the cost of installation, transportation, taxes, duty, or protective in-transit insurance, shall be included in or excluded from the unit acquisition cost in accordance with the regular accounting practices of the organization purchasing the equipment. If the item is acquired by trading in another item and paying an additional amount, acquisition cost means the amount received for trade-in plus the additional outlay.

Amount Received for Trade-in

Amount received for trade-in of an item of equipment means the amount that would have been paid for the replacement equipment without a trade-in minus the amount paid with the trade-in. The term refers to the actual difference, not necessarily the trade-in value shown on an invoice.

Equipment

Equipment means items of relatively permanent value whose purchase increases the value of the physical properties of the LEA.

Replacement Equipment

Replacement equipment means property acquired to take the place of other equipment. To qualify as replacement equipment, it must serve the same functions as the equipment replaced and must be of the same nature or character, although not necessarily the same model, grade, or quality.

Supplies

Supplies are items of an expendable nature that are consumed or worn out, deteriorate in use, are easily broken, damaged, or lost.

Equipment Characteristics and Classifications

One of the first questions LEA personnel must address regarding the management of CTE equipment is whether an item should be classified as equipment or supplies. This determination is made on the basis of the length of time that the item is serviceable and its contribution to the value of the school facility. LEA personnel should use the following criteria, as set forth in the California School Accounting Manual (latest edition), to make the appropriate item determination (i.e., equipment or supplies). If all answers are no, the item should be considered equipment.

1. Does the item lose its original shape and appearance with use?

2. Is it consumable, with a normal service life of less than one year?

3. Is it easily broken, damaged, or lost in normal use?

4. Is it usually more feasible to replace it with an entirely new unit than to repair it?
5. Is the cost of the item below the LEA's capitalization threshold?

In addition to meeting each of the above criteria, to be considered equipment an item must have a useful life of more than one year and an acquisition cost of $500 or more.

The next question that must be asked about an equipment item is whether it should be classified as equipment or as equipment replacement. The original purchase of equipment or additional equipment, either as a direct purchase or as a lease purchase, must be recorded in object classification 6400, Equipment. Expenditures for piece-by-piece replacement of equipment, either as a direct purchase or a lease purchase, must be charged to object classification 6500, Equipment Replacement.

Approval Requirement for Capital Expenditures Exceeding $5,000

Capital expenditures of $5,000 or more for equipment, including replacement equipment, other capital assets, and improvements which materially increase the value or useful life of equipment or other capital assets are allowable as a direct cost when approved by the awarding agency. A request for approval form should be signed by the authorized representative of the LEA and submitted to the California State Department of Education (CDE) prior to purchasing the equipment. The approval request must describe the justification for the capital expenditure as it relates to the requirements for the use of funds in the Carl D. Perkins Career Technical Education Act of 2006 (Perkins IV) along with supporting Bids or Price Quotations. It is imperative that the justification also address the requirement in Perkins IV, Title III, Part A, Section 311, which states that “funds made available under this Act for career technical and technical education activities shall supplement, and shall not supplant, non-federal funds expended to carry out career technical and technical education activities and tech-prep activities”. Approval from the CDE for capital expenditures exceeding $5,000 must be obtained prior to the expenditure of federal CTE funds.

Career Technical Education Equipment Inventory

The following is a summary of the inventory information requirements for all CTE equipment purchased completely with federal funds, purchased with federal and nonfederal funds (cost shared), or purchased completely with nonfederal funds used to meet federal government matching requirements. These inventory information requirements must be addressed for each equipment item until such time as there is transfer, replacement, or disposition of the item.

Legal Authorities

California Education Code 35168
The governing board of each school district, shall establish and maintain a historical inventory, or an audit trace inventory system, or any other inventory system authorized by the State Board of Education, which shall contain the description, name, identification numbers, and original cost of all items of equipment acquired by it whose current market value exceeds five-hundred dollars ($500) per item, the date of acquisition, the location of use, and the time and mode of disposal. A reasonable estimate of the original cost may be used if the actual original cost is unknown.
Education Department General Administrative Regulations (80.32[d][1])
Property records must be maintained that include a description of the property, a serial number or other identification number, the source of property, who holds title, the acquisition date, and the cost of the property, percentage of Federal participation in the cost of the property, the location, use and condition of the property, and any ultimate disposition data including the date of disposal and sale price of the property.
Education Department General Administrative Regulations (80.32[d][2])
A physical inventory of the property must be taken and the results reconciled with the property records at least once every two years.
Inventory Requirements 

The LEA must maintain a current inventory for all equipment whose current market value exceeds $500 per item. The equipment inventory may be in the form of a list, a card file, or electronic data-processed information. It must contain the following nine categories of required information for each equipment item recorded as object classification 6400, Equipment, or object classification 6500, Equipment Replacement.

1. A description of the equipment, including the manufacturer’s model number, if any.
2. An identification number, such as an LEA inventory control number or manufacturer’s serial number. This identification number when included on the inventory and invoice provides a clear and traceable audit trail. The identification number also helps to ensure effective property control to prevent loss or misuse of equipment items.
3. Identification of federal funding by grant source (i.e., Perkins IV, P.L. 109-270) and by grant title (e.g., Title I, Part C, or Title II, Part C) under which the LEA acquired the equipment. If the LEA used nonfederal matching funds, in whole or part, to purchase equipment, the source of funds should be noted on the inventory records.
4. Acquisition date (the date the LEA actually took ownership of the equipment).
5. Acquisition cost, including the amount of federal funds used to purchase the equipment item. The amount of federal funds must be identified by the federal grant source (i.e., Perkins IV, P.L. 109–270) and by grant title (e.g., Title I, Part C for Perkins IV and Title II, Part C for Perkins IV).

6. All pertinent information on the ultimate transfer, replacement, or disposition of the equipment. In addition, the LEA must meet the following equipment management requirements:

· At least once every two years, a physical inventory of equipment must be taken and the results reconciled with the equipment inventory to verify the current utilization and continued need for the equipment.

· Any differences between quantities determined by the physical inspection and those shown on the inventory must be investigated to determine causes of the differences and reconciled. 
· A control system must be in place to ensure adequate safeguards to prevent loss, damage, or theft of equipment. Any loss, damage, or theft of equipment must be investigated and fully documented.

· Adequate maintenance procedures must be implemented to ensure that all equipment is kept in proper and safe operating condition.

· When equipment is to be sold and the federal government is to have a right to part or all of the proceeds, proper sales procedures must be established which will provide for compilation to a practical extent and result in the highest possible return.
7. Equipment location, including name of school site, room or other area, and date the location information was verified.
8. Equipment use, including a current use justification statement if the equipment is used for a purpose other than that for which it was originally purchased. The justification statement should include the date it was prepared.
9. Current equipment condition and date the equipment was inspected.

The equipment inventory is considered to be a Class I-Permanent Record and must be retained indefinitely. Copies of the inventory must be kept at the district office and the school site.
Note: LEA compliance with these inventory requirements is assessed during the Federal Program Monitoring (FPM) process.

Equipment Labeling

The LEA must ensure that each equipment item classified as object classification 6400 or 6500 has a label that contains the name of the federal or nonfederal source of funds, an equipment identification number, and the name of the LEA. The labeling of an equipment item may be accompanied either by etching the information on the equipment or by attaching a permanent metal label to the equipment.

The following is an example and description of a label that would meet the requirements:
	(1)

	        XYZ SCHOOL DISTRICT

	

	      (2)                 (3)            (4)

	    2010           Perkins        I -C

	

	(5)

	234567


1. ”XYZ School District” designates the name of the LEA.

2. “2010" designates the program year in which the equipment was purchased. In this example, the equipment was purchased between July 1, 2010, and June 30, 2011. The exact purchase date is contained in the LEA’s inventory records. The program year identification is extremely helpful in conducting an equipment inventory and reconciling equipment records.

3. “Perkins” designates that the equipment was purchased with federal CTE funds, specifically P.L. 109–270. If nonfederal funds were used to purchase equipment to meet federal funds-matching requirements, then the type of nonfederal funds should be designated.

4. “I” and “C” designate the title and part of the funding source used for purchase of the equipment, i.e. Perkins IV, Title I, Part C.

5. “234567" designates the equipment’s identification number, which may be its serial number or the LEA’s inventory control number.
Use of Career Technical Education Equipment

The equipment purchased by an LEA with federal funds and nonfederal matching funds must be used for the purpose(s) for which it was purchased as long as it is needed, whether or not the LEA CTE program continues to be supported by federal funds. When the equipment is no longer needed for the original purpose(s) for which it was purchased and this lack of need is documented, the equipment may be used in other CTE programs/services in the following order of priority:

Priority 1 - Programs/services currently funded with federal CTE funds

Priority 2 - Programs/services previously funded with federal CTE funds

If equipment purchased with federal funds and nonfederal matching funds is used on a less than full-time basis in the programs/services for which it was originally purchased, the LEA must make it available for use in other programs/services currently or previously funded by federal funds. However, the shared use of the equipment must not interfere with the intended use for which the equipment was originally purchased, especially in regards to dedicated equipment purchased to ensure the success of academically disadvantaged, limited-English-proficient, or handicapped students enrolled in CTE. 

Replacement of Career Technical Education Equipment

Equipment may be exchanged for CTE replacement equipment if needed. The replacement of equipment may be accomplished through trade-in or through sale and application of the proceeds to the acquisition cost of the replacement equipment. The newly acquired equipment item should be recorded as object expenditure classification 6500, Equipment Replacement. (Note:  The acquisition cost of the replacement equipment and amount of federal funds involved are used to calculate the federal share of the equipment. Therefore, it is imperative that the LEA’s inventory-control record for the equipment item show both the acquisition cost and the amount of federal funds used to purchase the equipment.)

Acquisition Cost of Replacement Item
For any CTE equipment item acquired by trade-in the acquisition cost of the newly acquired replacement item means the amount received for trade-in plus the additional funds outlay. (See Example 1)
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Example 1

Acquisition cost = Amount received for trade-in + Additional funds outlay


$1,000
$500
$500
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Amount Received for Trade-in
The amount received for trade-in from equipment traded is defined as the amount that would have been paid for the replacement equipment without a trade-in minus the amount paid with trade-in. The amount received for trade-in is the actual dollar-amount difference, not necessarily the trade-in value shown on the invoice. (See Example 2)


Example 2

Cost without trade-in - Amount paid with trade-in = Amount received for trade in


$1,000
$700
$300


Determining Federal Share
Federal regulations do not apply to replacement equipment acquired by an LEA if (1) the federal share of the item replaced is 10 percent or less; or (2) if the product of the federal share (percent) of an equipment item times the amount received for trade-in or sale is $100 or less.

The following are examples of computations to determine the federal share of a replacement equipment item and whether the acquired item is subject to federal regulations:


Example 3
Given:
Federal share of the equipment replaced
50 percent


Trade-in or sale value of the equipment replaced
$1,500

Federal share of the trade-in value or sale precedes
$750

Additional federal funds paid
$1,000

Cost of the replacement equipment
$10,000
Total federal share of the replacement equipment is $1,750 ($750 trade-in plus $1,000 additional outlay).

$1,750 Federal share of the replacement equipment   = 17.5 percent

$10,000 Cost of the replacement equipment

This replacement equipment has more than a 10 percent federal share; thus the replacement equipment is subject to federal regulations.
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Example 4
Given:
Federal share of the equipment replaced
50 percent


Trade-in or sale value of the equipment replaced
$1,500

Federal share of the trade-in value or sale precedes
$750

Cost of the replacement equipment
$10,000

Total federal share of the replacement equipment is $750 ($750 trade-in value).

$750 Federal share of the replacement equipment     = 7.5 percent

$10,000 Cost of the replacement equipment

This replacement equipment has less than 10 percent federal share; thus the replacement equipment is not subject to federal regulations.


Example 5
Given:
Federal share of the equipment replaced
50 percent


Trade-in or sale value of the equipment replaced
$1,500

Federal share of the trade-in value or sale precedes
$750

Cost of the replacement equipment
$10,000

Total federal share of the replacement equipment is $750 ($750 trade-in value).

This replacement equipment has more than a $100 federal share; thus the replacement equipment is subject to federal regulations.



Example 6

Given:
Federal share of the equipment replaced
50 percent


Trade-in or sale value of the equipment replaced
$200


Federal share of the trade-in value or sale precedes
$100


Cost of the replacement equipment
$1,000

Total federal share of the replacement equipment is $100

This replacement equipment has a $100 federal share; thus the replacement equipment is not subject to federal regulations.


Disposition of Equipment

When original or replacement equipment is no longer used in the CTE program(s)/service(s) for which it was purchased, the LEA must dispose of the equipment in the following manner:

1.
Equipment with a current per unit fair market value of less than $5,000 and with no further use may be retained, sold, or otherwise disposed of with no further obligation to the federal government.

2.
Equipment with a current per unit fair market value in excess of $5,000 may be retained or sold, and the federal government has a right to the amount calculated by multiplying the current market value or the proceeds from the sale by the federal share of the equipment. If the equipment is sold, $100 or 10 percent of the total sale proceeds, whichever is greater, may be deducted and retained from the amount otherwise due to the federal government for selling and handling expenses.

3.
If the LEA CTE program is receiving federal funds and if the CDE agrees, the net amount due from the sale of a piece of equipment may be used for allowable CTE costs. Otherwise, the net amount must be remitted to the CDE by check.

4.
If equipment purchased completely or in part with federal CTE funds becomes worn out, stolen, obsolete, etc., before disposing of the equipment the LEA must complete and submit to the CDE the “Career Technical Education Inventory Equipment Removal Form” (Form No. VE-35) for approval before the equipment can be removed from the inventory.
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California Department of Education
Career and College Transition Division
Form Number VE-35
Revised September 2012
CAREER TECHNICAL EDUCATION INVENTORY

EQUIPMENT DISPOSAL/REMOVAL FORM
	Certification: I hereby certify that federal 34 CFR Section 80.32 and Education Code 35168 equipment-management regulations have been met and that the equipment listed is no longer used in the CTE programs/services for which it was purchased and request its removal from the LEA equipment inventory.
 
	Return form to:
CTE Administration and Management Office
California Department of Education
1430 N Street, Suite 4202
Sacramento, CA 95814
Telephone: 916-324-5706

	LEA Name: 
	 
	 LEA Address:
	 
	 CDE Approval by: 
	 

	
	 
	  

	 Printed Name of Authorized Representative:
	 Title:
	 Title:
	 
	 
	 

	
	
	

	
	
	

	 Original Signature of Authorized Representative:
	 
	 
	 Date:
	 Date:
	 
	 
	 

	
	

	
	

	Equipment Description
	Equipment I.D. #
	Funding

Source
	Acquisition

Date
	Acquisition

Cost
	Trade–in

Appraisal

Value
	Reason for Removal

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	


Instructions for Completing the

Career Technical Education Inventory Equipment Removal Form (VE-35)

General Instructions

· Refer to California State Department of Education (CDE) publication Management of Career Technical Education Equipment for information regarding equipment management requirements and procedures for the disposal of equipment.

· To meet CDE requirements for removal from LEA’s equipment inventory, the equipment must no longer be needed for the CTE program/service for which it was purchased, or it must be worn out, stolen, obsolete, etc.

· Send two (2) copies of Form No. VE-35 to: 

Russ Weikle, Education Administrator I

Career and College Transition Division

California Department of Education

1430 N Street, Suite 4202
Sacramento, CA  95814

· Approval is complete when the LEA receives an approved copy of the request from CDE.

· If federal funds are due, the LEA must remit to CDE, by check, the net amount from the equipment sale proceeds.

Special Instructions

· LEA identification: Use full name of the LEA.
· LEA certification: Both copies must have an original signature of the LEA’s authorized representative.

· Equipment description: Use description from inventory.

· Equipment ID No.: Use inventory control number.

· Funding source: Funding grant source must be identified by federal title (e.g.,Title I or Title II, Part C).

· Acquisition date: Use actual date of purchase.

· Acquisition cost: Use inventory control cost figure.

· Trade-in/appraisal value: Use trade-in amount if equipment is traded in for replacement equipment, or use appraisal figure 


(Note it is advisable to submit a copy of a signed appraisal statement).
· Reason for removal: The following are examples of reasons for removal: obsolete; un-repairable; no longer needed by program/service.
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