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CAPITAL BUDGET POLICY & PROCESS OUTLINE

1.
Background and Definitions

(a)
Background

Acadia University is considered the best overall and most innovative primarily undergraduate university in Canada.  Acadia offers students a unique opportunity to experience an environment, which combines outstanding academic programs with a diversity of extra-curricular activities.  The University’s residential character encourages personal growth through close contacts with students and faculty, supported through an ongoing objective of maintaining its nature of being a residential campus with emphasis on the quality of that resident campus life.  The campus is composed of 250 acres and has over two miles of paved walkways.  (Please refer to Appendix ‘A’ for further details.)

To put the physical aspects of Acadia University in perspective, the University has some 60+ buildings with an insured value of $193 million, based on replacement value.  These buildings total some 1.5 million square feet.  In addition, there are $147 million worth of contents in these buildings as of September 2000.  The newest building is the Acadia Arena, finished in 1988.  One 26-year old building recently required an investment of $3 million over a two-year period to repair the exterior envelope.  A large number of our buildings were built in the 1960’s.

Acadia University, as do most universities across Canada, faces a significant backlog in deferred maintenance, but actual deferred maintenance represents a minority of the total capital demand.  The financial commitment required for capital renewal is much larger than the size of the current Operating Budget.


(b)
What is Capital?  A Definition for Acadia University
In order to define a process for capital budgeting, it is necessary to define what it entails in the first place.  The accounting definition, as determined by the Canadian Institute of Chartered Accountants (CICA) is as follows:

Capital assets, comprising tangible properties, such as land, buildings, and equipment and intangible properties, are identifiable assets that meet all of the following criteria:

· Are held for use in the provision of services, for production of goods, for administrative purposes…

· Have been acquired, constructed, or developed with the intention of being used on a continuing basis…

Further, any asset is subject to a determination of its serviceable life, and the accepted rule is that the life of an asset, which is grater than one year is capitalized, and when less than a year is expensed.

2.
Acadia University Capital Budget Plan
· Initial Development and Feasibility of Proposed Capital Expenditures

· Sector Review and Approval of Proposed Capital Expenditures

· Prioritization of Proposals – Acadia University Strategic Plan

· Budget Committee – Prioritization of Capital Expenditure Projects

· Acadia University Capital Project Master List and Timeline

- Long Term Capital Improvement Program (Five Year Capital Budget)

- Current Fiscal Year Capital Budget

· Management Approval of Acadia University Capital Budget

· Board of Governors Approval of Acadia University Capital Budget

· Capital Budget Implementation – Current Fiscal Year

3.
Capital Budgeting Process and Procedures

· Request for Capital Expenditure (RFC) Rationale

· Preparation of a Request for Capital Expenditure (RFC) Document

· Request for Capital Expenditure (RFC) Form

· Delegated Signing Authorities for a Request for Capital Expenditure (RRC)

· Supplemental funding process for an Approved RFC

· Checklist – RFC process completion

· RFC process – Responsibilities and Accountability

· Business Case Development in support of a RFC

· Other Issues
