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SCHEDULE 2-E:  CAPITAL EQUIPMENT DEPRECIATION and AMORTIZATION COSTS INCURRED AT THE PROVIDER NUMBER LEVEL

THIS SCHEDULE WITH TWO PARTS IS A SUBSIDIARY WORK SHEET SUPPORTING SCHEDULE 2 line 6 Capital Equipment – Purchase(s) Depreciation and SCHEDULE 2 line 7 Capital Equipment – Lease Purchase(s).
Definition:  Capital equipment is defined by the County as a major movable capital asset having an expected useful life that exceeds one year and has a minimum value of $5,000.  County shall have the right to request detailed information and justification for equipment listed in this budget.  

Legal Requirements:  When equipment with a unit value of $5,000 or more is purchased, the purchase price is not allowable unless pre-approval is received from the County.  However, the equipment can be depreciated over its useful life and the depreciation costs are allowable.  

Under no circumstances do the State and federal governments allow the purchase price as eligible costs for the Medi-Cal (Medicaid) program.  However, the State and federal governments do allow depreciation for Medi-Cal.  Federal Medicaid regulations restrict the amount of capital equipment and facility purchase costs that may be charged to Medi-Cal.  In this regard, non-profit contractors are subject to the cost principles contained in but not limited to federal publications:

· OMB Circular A-122 (website: http://whitehouse.gov/omb/circulars/index.html)
· 48 CFR Part 31.   
Any restrictions for County funds results from negotiations and contract provisions.  
Different rules apply for equipment lease purchases.  An equipment lease purchase is for capital equipment that is being purchased and financed through a Lease Purchase Agreement and has a minimum unit value of $5,000 or more.  The information to be provided in Schedule 2-E, Part E2 is for capital equipment that is being purchased and financed through a Lease Purchase Agreement.  The lease/purchase payment may not necessary be fully allowable under the Medi-Cal program.  Schedule 2-E, Part E2 is a worksheet for calculating eligible lease/purchase costs based on useful life.  

Heading Instructions:

· Enter the PROVIDER NUMBER (One Provider # per Schedule).

· Enter the Legal Entity Number that is assigned by the County/State.
· Enter the applicable County Fiscal Year.
Line and Column Instructions: 
Part E1 is a worksheet for calculating allowable depreciation costs:
Lines 3 through 10.  Enter: 
· any equipment purchases in column 1;
· the cost of the equipment item in column 2;
· the number of the equipment item purchased in column 3;
· the useful life of the equipment item in column 4.  Consult with your accountant or review federal depreciation schedules to determine the equipment item’s useful life (column 4).
· the “Annual Depreciation Cost” in column 5 which is calculated using column 2 “Total Cost Per Item”, column 4 “Useful Life” and the generally accepted depreciation methodology used.  Consult with your accountant to determine which depreciation methodology your organization will use for the equipment item to arrive at the “Annual Depreciation Cost” included in column 5. 
Line 11.  

· Add lines 3 through 10 for column 5 and enter the result on line 11.  Note that a formula has been added into the work sheets and this step will calculate automatically.
· Carry forward the line 11 “Total” amount forward to Schedule 2, line 6 “Capital Equipment-Purchase(s) Depreciation”, column 2 “Provider Number Totals”.
Part E2 is a worksheet for calculating allowable lease/purchase costs: 
Lines 13 through 20.  Enter: 
· any equipment lease purchases in column 1;
· the lease purchase cost in column 2;
· the number of the equipment items that are under lease/purchase agreements in column 3;
· the useful life of the lease/purchase equipment items in column 4.  Consult with your accountant to determine the generally acceptable accounting practice to account for lease purchases to arrive at the “Annual Amortization Cost” included in column 5.  The annual costs will be based upon the accounting methodology used by the Contractor to account for lease purchases. 
Line 21.  
· Add lines 13 through 20 for column 5 and enter the result on line 21.  Note that a formula has been added into the work sheets and this step will calculate automatically.

· Carry forward the line 21 “Total” amount forward to Schedule 2, line 7 (“Capital Equipment- Lease Purchase(s)”), column 2 (“Provider Number Totals”).
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