JUSTIFYING ASSET MANAGEMENT SOLUTIONS  

The management of assets is becoming ever more important to the day-to-day operational, educational and financial success of every school district.  Properly maintained, asset management assists school districts with the control of costs associated with planning, long and short term budgeting, warranty management, loss control, efficiency, asset utilization and repair costs.  While school district funds are shrinking, the demands on district administrators, staff and faculty are expanding.    

The financial information provided by a school district’s accounting package is critical but it may not provide all the information needed to properly track assets.  Most state’s public school accounting packages define capital assets as long life items exceeding a certain dollar threshold.  Much of the equipment utilized in the educational system typically falls below these thresholds and is therefore treated as an expense within the fixed asset package.  Technology equipment within a school district, that equipment required for educational purposes including desktop computers, monitors, printers, copiers, routers, hubs, network equipment and software, typically falls within this category.  Additionally, much of the information associated with this “less than threshold” equipment is of a non-financial type; type, model, warranty period, repair history, failure rate, software level, etc.  Many fixed asset accounting packages are not equipped to accommodate this type of information and the cost and effort to customize the accounting system is often both prohibitive and never-ending.  

The solution lies in an asset tracking software solution that provides a flexible framework for defining information needs and an inexpensive methodology for both capturing and maintaining that information.

As with all expenditures, however, it is important not only to select the appropriate asset management package, but also to ensure that the procurement can be justified.  The factors which seem most often to trigger the search and procurement of a new asset management system are:

1) Gain Control and Visibility of all assets which must be tracked.

2) Capture and maintain all pertinent asset data. 

3) Improve district planning and budgeting.

4) Track warranty and failure rates/costs.

5) Track asset utilization and usage history.

6) Redeploy assets quickly when needed.

7) Unreliability or inadequacy of current systems

This paper is offered to assist in developing the detailed savings and benefits justification your school district will need when a change to your asset management software becomes necessary.  This document, along with additional resources that can be made available, will serve as a guideline in helping you evaluate the substantial savings and benefits associated with the acquisition and implementation of a Best-of-Breed, Asset Management System.

Targets for Justification

There are two types of justification associated with the procurement of an Asset Management System;   

A.  Calculable, tangible cost savings.

B. Incalculable, intangible cost savings

While incalculable cost savings may be significant, for purposes of justification they will be described and no potential equations will be identified.   Any cost savings, productivity improvements service level improvements that are intangible or not easily determined are not included in this analysis, but are referenced only.

Analysis of Areas for Asset Management Project Justification

The following are areas of direct cost savings generally provided as a result of the implementation of a strong asset management package.

1) Calculable, Tangible Cost Savings

A:  Elimination of Physical Annual Inventory

The accuracy of inventory both at school locations as well as at central depot/storage will approach 99% + through audit functionality.  This will eliminate the need for taking the annual, district-wide physical. 

Calculation       Number of people taking annual physical = _______________

                         Number of hours per person = ______________/hr

                         Avg. wage per person per hour = $_____________/hr.  (Are These Overtime Hours?)

             People X_________hr. X $ ____________wage =$______________/Saved/yr.

Alternate Calculation for outside Appraisal Company



Number of Assets for Appraiser to Inventory____________________


Appraisal fee per Asset $___________ X # of Assets_________ = $_________Saved/yr.
B:   Elimination of Hand Written Documents:

Hand written documents are typically error prone and subject to both loss and interpretation.  The use of bar code technology to perform audits eliminates the need for much of the hand written paper copies and the subsequent document data input. 

1 - Cost To Prepare Document

Calculation
Number of documents created per audit = _______________



Number of audits per year = _______________



Documents created per year = __________ X __________

                        Time to create document = ___________   Typically 2 – 3 minutes .

                         Labor cost per hour = $____________(Overtime?)




Time Required = Docs/year X time/document

                         Labor cost per document= Hrly. labor rate /60

                        Calculation = $____________/document X ______________documents per year offs/yr.



= $__________________ savings/yr.

2 - Cost To Post Document

Calculation      Number of documents per year=____________ (see above)

                        Labor required to input one document=_______________ (Typically .5 -1 min.)

                        Labor Rate, data entry= $____________per Hr. 

                        Cost per Document Input= (labor rate per hr./60)X Time for one doc.=$___________

                         Savings Calculation=$_________/document X___________ no. docs./yr= ________   

C:  Eliminate Redundant Orders

Ordering new equipment to satisfy mid-term requests is only as effective as the accuracy of the existing database.  While this number is difficult to capture, it is typically the inaccuracy rate of the asset database (or some percentage thereof) times the total mid-term expenditures for new assets.   

Calculation:
Annual $____________ expenditures for mid-term assets

                        ________________% Database Accuracy

                        Calculation:

                        $_________X (1 -__________%)= $___________

D:  Warranty Loss

Inaccurate asset warranty data results in excess out of pocket repair costs.  These costs typically represent 50% - 75% of the database accuracy rate times the annual repair costs for assets.

1. Procurement Repair Costs

Calculation:       Annual $_____________asset repair costs

                          ________________% Database Accuracy

                          ________________% Accuracy Factor (50%-75%)

                          ________________% (Redundant order factor)

                          Calculation: $________X(1-_______% Red. Ord. Factor))= $_________________

2. In-House Repair Costs  

Calculation:      Annual Repair Technician (in-house) wages and benefits $_________________

                         Number of in-house repair technicians _____________

                         Total Annual in-house repair costs $_______________

                         Redundant Order Factor (see above)_________% X Total I/H Repair Costs$__________

                          In-House Repairs Savings$_____________ 

E:  Error Correction Savings

Manual, paper based processes are inherently inaccurate.  Transposition errors, especially when dealing with alpha-numeric serial numbers, asset tag numbers, etc., lost documents, multiple personnel handling (and interpreting) all add cost to both the operational flow.  These errors also require correction at some point.  Failure to detect and correct these errors typically propagates additional cost to other areas (see calculations above.   A manual, paper based error costs between $12 and $32 to detect and correct.   On-line, real-time bar code technology reduces the errors associated with paper based systems by a factor of 90%.

Calculation:    Number of paper errors annually _____________

                       Error correction cost $______________

                       Savings=number of errors _________ X Error correction cost$____________  

F:  Inventory Savings

Inaccurate asset data (both quantities and quality) often results in additional inventory procurement to “hedge” against the inaccurate data.  This psychological safety stock accounts for between 1.5% and 5% of total asset inventory value.  Accurate asset management data may provide the opportunity to reduce inventory while concurrently improving service levels.   

Calculation:       Value of viable inventory “at rest” (may be in warehouse, depot or school) $_________

                          % of viable inventory considered excess __________%

                           Inventory reduction =  “at rest” $___________ X Excess_____________%

                           Inventory Reduction Savings=$_________________

2) Incalculable, Intangible Cost Savings

While these savings are difficult to calculate, they should be considered when evaluating the decision to procure asset management software.  

1. Improved service to students, faculty and administrators.

2. Visibility of assets and all pertinent associated data.

3. Rapid redeployment of underutilized assets.

4. Accurate asset procurement budgets.

5. Asset failure analysis by make and model.

6. Accurate upgrade cost estimates.

7. Accurate warranty analysis and extended warranty decision analysis.

This worksheet is intended as a guide to assist a school district in determining if the savings expected as a result of the procurement of an asset management system justifies the cost. Just as all potential areas of cost savings should be considered in the evaluation process, so too must all costs be considered, including:

1. Procurement cost

2. Software Maintenance cost

3. Training cost

4. Cost of required software enhancements

5. Interface costs.

6. Equipment costs
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