Capital Asset Changes Effective July 1, 2026 (Fiscal Year 2027)
Change #1 - The allowed estimated useful life for Software and SBITA assets will be revised to the following:
a) Software assets will change from 3 years to a range of 3-7 years and
b) SBITA assets will change from 3 years to the length of the contract term. 
For SBITAs that have a period of development/implementation (i.e., costs accumulated to AUC) before they are placed in service, the useful life will be the remaining length of the contract term from the date the SBITA asset is ready and available for its intended purpose.
Application of Change: Prospectively (Only Software/SBITA Assets placed in service on July 1, 2026 or after will be assigned a useful life within the 3-7 year range, no changes will be made to Software/SBITA assets placed in service prior to the effective date.)
Note: The date an asset is placed in service is the date the asset is ready and available for its intended use, not the date it is capitalized in SCEIS. 

Change #2 - The capitalization thresholds for lease assets will change from and to the following:
	Asset Class
	Prior Threshold/Application
	Proposed Threshold/Application

	Lease Land
	All (capitalized by individual asset being leased)
	$100,000 per lease agreement

	Lease Buildings
	All (capitalized by individual asset being leased)
	$100,000 per lease agreement

	Lease Equipment
	Each individual asset being leased exceeding $5,000
	$100,000 per lease agreement

	Lease Vehicles
	Each individual asset being leased exceeding $5,000
	$100,000 per lease agreement



The threshold will be applied per lease agreement, regardless of the cost per individual asset being leased, EXCEPT when a single lease agreement conveys the right to use multiple assets that fall under different major asset classes. When this occurs, the threshold will be applied to the total for each group of assets in the lease agreement that fall within the same major asset class. 
Exception Example 1: A lease agreement conveys the right to use 25 pieces of various types of equipment and time-limited software licenses. The total present value of the future lease payments for the equipment is $50,000 and the total present value of the future lease payments for the software licenses is $70,000. While the total present value of the future lease payments for the entire lease agreement is $120,000, the lease would not be capitalized in this instance because the $100,000 threshold has not been exceeded for the lease equipment or SBITAs.
Exception Example 2: A lease agreement conveys the right to use 100 pieces of various types of equipment and time-limited software licenses. The total present value of the future lease payments for the equipment is $125,000 and the total present value of the future lease payments for the software licenses is $70,000. In this instance, an equipment lease asset would be capitalized with a historical cost of $125,000, but the SBITA portion of the lease agreement would not be capitalized.
Application: Prospectively (Threshold changes will only be applied to leases effective 7/1/2026 or after; lease assets existing prior to the effective change will not be changed or modified in relation to the threshold changes.)


