
- 1 

 Office of Sponsored Programs   

What is the Equipment Capitalization Threshold? 

Shawna Vogel, Associate Director  
Office of Sponsored Programs 

Kevin Milligan, Associate Director, Property Office 
Office of the Vice President for Finance 



OSP Forum 

- 2 

Background 

• Federal government changed the cap threshold to 
$5,000 in the late 1990’s 

• Most of our peers have already implemented the 
change 

• MIT explored making the change back in 2007; ONR 
informed of us of the (onerous)  requirements, we 
moved on... 

• Now, as we try to simplify our processes, time to 
move to “less work” on items under $5,000 
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Background 

• As of 7/1/2013, MIT will begin using a new 
capitalization threshold of $5000 

• The community has been informed 
• MIT must inform sponsors of the change in our 

proposals for the new $5000 threshold to be applied 
• For equipment received after 7/1/2013 the application 

of the old or new threshold will depend whether a 
“$3K Equipment Threshold” custom element flag is 
assigned to the WBS by OSP 
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Why Change Now? 

• Modernizing our processes 
• Keeping up with inflation – 5K in 1998 = over $7K 

now, while our threshold is only $3K 
• Gov’t requires tagging (only) for Items over $5K and 

with a useful life of one year or more. 
– That means 1640 fewer items per year need to be 

tracked 
– Inventory of items will be smaller and easier for DLCs 

to kept track of – lowers audit risk 
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How Will We Do It? 

• First “Grandfathering” all 
current awards – a slow 
transition… 
– The $3K policy will remain 

in effect until current 
awards end, including 
awards from proposals 
already submitted.   

– the proposal you submitted 
last week will be under the 
$3K policy 

– All awards from these 
proposals will be flagged in 
Coeus  FLAG = $3K Award 

 -

 500

 1,000

 1,500

 2,000

 2,500

 3,000

 3,500

 4,000

Y1 Y2 Y3 Y4 Y5

Awards at $3K will expire over 
time 

Awards @ $3K



OSP Forum 

- 6 

How Will We Do It? 

• For all awards from 
proposals submitted after 
February 1, 2013: 
– For awards beginning 

after July 1, 2013, all 
equipment purchases 
under the $5K threshold 

– Remember: 
                FLAG = $3K 
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$3k Equipment Threshold 
 Custom Element Flag 

• The two custom element flag possibilities are: 
– YES (Funding to which $3000 threshold applies) 
– BLANK/NO flag (Funding to which $5000 threshold 

applies) 
• Eventually (after multi year transition) all YES flags 

on active WBS should become BLANK/NO 
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Question 1 

Was the equipment received before 7/1/2013? 
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Question 2 

Did award proposal include notification of the change in 
MIT practice?  (Was it submitted on or after February 1, 
2013?) 
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Question 3 
Did the sponsor demand that the new threshold be applied 
to the award, even though the proposal did not include a 
notification? 
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$3K Equip Threshold Flag Yes 

As of February 1, 2013, OSP will mark all existing WBS (and 
pending proposals) with $3K Equip Threshold Flag YES, 
except: 
• Multi-sponsor coded WBS, including consortium fee 

funded WBS 
• Structures sponsor-coded “MIT Internal” (not cost sharing) 
• All research WBS with costing sheet RESEB, RESSN, 

RESTDC 
• All 1xxxxxx WBS, except for those with costing sheet 

GENMF (MTDC base) 
• All 2xxxxxx WBS and 3xxxxxx WBS, except for those with 

costing sheet FUNMNX and FUNMFX (MTDC bases) and 
FUNTDE 
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Question 4 

Will award/competing segment be established in a new 
project structure? 
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Question 5 

Is the award a separate billing element (e.g. IDIQ task 
order) or an activity separately authorized by sponsor 
with repurposing approval requirement (though not a 
separate billing element)? 
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WBS Procedure 
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EXAMPLES 
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Example 1 

Oscilloscope purchased and received on 6/10/2013 for 
$4,000. Department splits the cost between an old 
award ($3K policy) and a new award ($5K policy).  
 
Equipment will be capitalized (GL 421818).  
 
Reason: Item was received before 7/1/2013. 
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Example 2 

Oscilloscope purchased and received on 7/10/2013 for 
$4,000. Department splits the cost between an old 
award ($3K policy) and a new award ($5K policy).  
 
Equipment will be minor equipment (GL 421827).  
 
Reason: Item was received after 7/1/2013. 
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Other changes as of 7/1/2013 

• New requests for fabricated equipment will be 
capitalized at the $5K. 

• Upgrades to existing capital equipment will be 
changed from the current minimum of $500. to 
$2,000. 
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No changes to creating equipment records 
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QUESTIONS 
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