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Fair Market Value Appraisals
Fair Market Value (FMV) Appraisals are used in two circumstances:

1) Schools that are first time participants in the Private School Choice Programs (PSCP) or re-entering the PSCP, must get an appraisal to determine the FMV of any capital assets owned at the time it enters or re-enters the program (Wisconsin Administrative Code PI 35.045(4)(a)2.).  These assets are called “legacy items.”  The school may elect to include as eligible cost 100% of the FMV of the assets in the first year or depreciate the FMV over a certain period of time (depreciation period).  There are four categories of assets.  A description of each category and the allowed depreciation period is included in the chart below.

	
	Asset Description
	Depreciation Period

	Media
	Consumable instructional and administrative items that are expected to serve their principal purposes for more than a year.  Media includes items such as text and reference books, audio-visual materials, and computer software. 
	20% per year for 5 years

	Equipment
	Classroom, office, and other equipment that is expected to serve its principal purposes for more than a year.  This includes items such as desks, furniture, freestanding lockers, computers, copiers, and vehicles.
	20% per year for 5 years

	Buildings and premises
	Buildings mean the building and building components such as lighting fixtures, built-in lockers, heating, ventilating and wiring systems. 

Premises mean land, sidewalks, installed playground equipment, and landscaping.
	6.25% per year for 16 years

	Leasehold Improvements
	Improvements to a leased facility that will stay with the facility even if the school no longer leases the facility.
	Related lease term


2) Schools that qualify and elect to include the Building Usage Charge (BUC) as eligible cost must get an appraisal to determine the FMV of any buildings and premises that will be included in the BUC (Wis. Stat. 119.23 (4)(d)2. and 118.60(4)(d)2.).  See above for a description of what is included in buildings and premises.

Buildings, Premises, & Leasehold Improvements Appraisal Provider Requirements

The appraisal must be completed by a certified appraiser.  Certified appraisers are listed with the Department of Safety & Professional Services as a General Certified Appraiser, Residential Certified Appraiser, or Licensed Appraiser.  This can be determined at http://online.drl.wi.gov/LicenseLookup/IndividualCredentialSearch.aspx.
Media & Equipment Appraisal Provider Requirements

The appraiser must have sufficient qualifications showing they have the educational and professional credentials to complete the FMV appraisal.  Your auditor, in conjunction with the audit procedures performed for the Financial Information Report must complete an assessment of the qualifications of the appraiser and determine that they are qualified to complete the FMV appraisal.  The department will complete a general review of the appraisals and may question appraisals that assign inconsistent FMV values or appraisers that do not seem qualified to complete the appraisal.
FMV Appraisal Method & Appraiser’s Report

The appraisal must comply with the requirements of the Uniform Standards of Professional Appraisal Practice.  The method used by the appraiser to determine the FMV is based on the professional judgment of the appraiser.  The appraiser’s report must include:

· sufficient detail to determine the FMV of the assets that will be included in the Financial Information Report;

· the firm and individual who completed the appraisal;

· the date the appraisal was completed; and

· the method used to determine the FMV and support for the FMV determination, including that the methods used are appropriate for the assets.

Buildings & Premises:

The appraiser’s report must include sufficient detail to determine what portion of the FMV relates to educational programming versus not educational programming.  This includes the square footage of the area being appraised.  The school must also be able to identify and provide supporting documentation for what portion of the building and premises is being used for educational programming versus non educational programming use.  A value must be assigned for each building with a unique street address.

Media & Equipment:

The appraiser should obtain the school’s capitalization policy to determine what assets may be included in the Financial Information Report as a capital asset.  The appraiser’s report must identify the assets that are being appraised and the FMV of each asset.  If assets are grouped in the appraiser’s report, the school must have sufficient detail to identify each of the assets included in that grouping.  Preferably, the assets in the report will be grouped by media versus equipment assets.  The school must be able to show if the assets are being used for educational programming purposes.

Date of Appraisal

The appraisal must be completed by September 1st following the year in which the school will use the FMV in the Financial Information Report.  The appraisal may not be dated any earlier than January 1st preceding the school year the school first participates or re-enters the program unless specifically allowed by the department.  For example, schools that will use the FMV in the 2014-15 Financial Information Report must have an appraisal dated between January 1, 2014 and September 1, 2015.

Capitalization Policy and Tracking of Capital Assets

The school must have a capitalization policy that is used to determine what will be included as a capital asset.  The policy must specify:

· that assets which are expected to serve their principal purposes for more than a year may be capitalized;

· the dollar value threshold that will be used to determine what assets will be capitalized;

· if any assets will be grouped for capitalization purposes, how the assets will be grouped; and

· the process the school will complete on an annual basis to determine if any assets are no longer in use.

Any assets that are identified and capitalized as a legacy item must be identified and tracked consistent with the requirement for all capital asset items.  Further, if any asset groups are used the school must be able to identify what is included in the group and determine if any of the asset group has been disposed of on an annual basis.
Example Capitalization Policy:  All assets, including asset groups, with a cost above $500 that have an expected useful life greater than one year will be capitalized.  The same textbooks purchased on one date will be included in an asset group (e.g. all science books for 5th grade will be included as one asset group).  On June 15th each year the school will complete an inventory of all capital assets and determine if they are still being used by the school.  Any assets that are not still being used by the school will be removed from the school’s financial statements and Financial Information Report.  If any item(s) in an asset group are no longer used by the school, the value of the asset group will be reduced by the amount of that item(s).
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