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Chapter 1

Vision, Mission, Objectives and Methodology

1.0 Vision:

The Physical Assets in the public sector are procured, operated, maintained and disposed off efficiently to provide optimum economic and social benefits to the Society.

2.0 Mission:

To develop a system and lay down procedures that would enable the Government effective management of whole life performance of assets by achieving the least cost solution for acquisition, use, maintenance and disposal of assets in a manner which is consistent with Government’s policies, priorities and objectives.

3.0 Objectives:

The main objectives of these Guidelines are:

· To establish procedures for planning of acquisition of physical assets based on life cycle principles, ensuring minimum cost alternative and that the benefits to society though exploitation of the assets outweigh the costs.

· To frame Guidelines for Acquisition of Projects and of Equipment

· To establish on- line Asset Registers. 

· To ensure efficient operation and maintenance of different categories of physical assets, namely buildings, plant and equipment, vehicles and information technology (IT) assets.

· To ensure that disposal of an asset is effected at the most opportune time when the asset is underperforming or when the benefits accruing from the asset are less than the costs of operation and maintenance or when, acquiring an alternate asset is more cost effective.

4.0 Methology:

In brief, following methodology has been used in development of these Guidelines:

· Study of existing literature on physical asset management, project formulation and financial, economic appraisal and social benefit cost analysis of public sector projects.

· Selection of representative ministries/departments for involving stakeholders in development of guidelines.

· Conducting meetings/ workshops for views present processes of physical asset management in public sector, eliciting shortcomings in present procedure and developing draft guidelines.

· Developing On line Asset Register software including maintenance, operation and disposal of assets. 

· Framing Recommendations on all aspects of PAM through on job working and discussions in Action Committees of Pilot Ministries.

· Finalising guidelines progressively.

· Publishing final document of the Guidelines.

· Framing Procedures for implementation of Guidelines.

Chapter 2

Characteristics of PAM

1.0 Physical Asset Management:

1.1 General:


Asset Management involves processes of planning and monitoring physical assets during their useful lives to the Government. Managing assets effectively requires a high level of management interest and that the concern be maintained throughout the period that the asset remains in Government Custody. The main objective of asset management is to achieve the least cost solution for acquisition, use, maintenance and disposal of assets in line with the programme objectives. Thus, Physical Asset Management is the planning, acquisition, maintenance and disposal of (physical) assets with due regard for economy, effectiveness and efficiency, as well as full compliance with all applicable government regulations and policy directives. 

1.2 What are Assets:

In the context of Physical Asset Management, an asset is a non current asset, normally financed out of appropriations from the Capital Budget, having future economic benefits. The essential characteristic of a non current asset would be that it is distinguishable from consumables in that, the benefits arising a non current asset are obtainable over more than one financial year.

2.0 Basic Characteristics of Asset Management:

Asset management is driven by policy goals and objectives based upon performance.

Strategies are analyzed in terms of objective assessments of costs, benefits, and other impacts on the transportation system and levels of service provided to transportation users.

Asset management takes a long-term view of infrastructure performance and cost. 

The costs and benefits of different actions are assessed throughout the infrastructure service life, applying economic as well as technical criteria.
Asset management is proactive.  

An agency has the latitude to make decisions based on merit. Preventive strategies are encouraged where they are cost-effective.

Asset management policy is influenced and informed by good information.

This information includes current and projected system condition and performance that would result from different policies or strategies. It also encompasses user perceptions of system condition and performance, as obtained through surveys or focus groups.

Asset management is explicit and visible,

It serves to clarify and communicate the process and outcomes of resource allocation and program delivery. Asset management, by virtue of its rational and objective qualities, demystifies and fosters confidence in those decision processes that influence the allocation and utilization of scarce resources. In doing so, asset management fosters increased stakeholder participation, buy in, and adherence to adopted strategies and decisions.

Viewed as “a way of doing business” 

Asset management can influence the business practices of virtually every organizational element involved in the functions to which it is applied.

Asset Management Encompasses Multiple Business Processes

The principles of good asset management can suggest ways in which an agency’s business processes and organizational roles and responsibilities can be strengthened. These process improvements can occur in those activities prior to budget approval (i.e., planning and program development) and in the program delivery and system performance monitoring phases subsequent to budget approval. Major principles governing process improvements are listed below:

Investment choices and decisions on allocating and applying resources are policy- and performance- driven.

Procedures to reach these decisions are consistent with objective information and criteria based on merit. Performance measures consistent with policy goals and objectives are established for management review of both system performance and program delivery.
3.0 
Non-asset Solutions:

The above requires a critical examination of alternatives to the use of assets. The alternative ‘non-asset’ solutions also have to be examined, in case these may enable delivery of the program at a lower cost. 

3.2
Cost Effective Solutions:

Effective implementation of the principles of asset management will address programme costs in terms of:

· maximising the service potential of existing assets;

· lowering the overall cost of owning assets through the use of life-cycle costing techniques; and

· ensuring a sharper focus on results by establishing clear accountability and responsibility for assets.

· reduced demand for new assets by adoption of ‘non-asset’ solutions.

Chapter 3

The Asset Life Cycle and the Strategy

1.0
The Asset Life Cycle:

With pressure on resources available to deliver programs, it is important asset managers understand that asset consumption is a real and significant cost of program delivery. The application of life-cycle costing techniques and the establishment of appropriate accountability frameworks are integral to achieving this understanding.
The extended life of an asset has important implications for program managers. An acquisition decision based on the lowest purchase price but which ignores potential operating costs may result in a higher overall cost over the asset’s life. 

2.0
Phases of Asset Life Cycle:

It is important to understand the phases of an asset’s life-cycle and the impact of each phase on total program costs and outputs. The physical life of an asset needs to be distinguished from its useful life to an organisation. The useful life is the period over which the benefits from the use of the asset are expected to be derived. The fact that assets have a life-cycle distinguishes them from other program resource inputs. Typically, those responsible for acquisition decisions (and costs) in an organisation, differ from those responsible for operating and maintaining assets; and both groups often differ from those responsible for their disposal. Problems may arise as a consequence of this fragmentation of management over the asset life-cycle. The physical life cycle of an asset has thus four distinct phases:

· Planning for Acquisition of Assets:

· Acquisition of assets;

· Maintenance of Assets; and

· Disposal of Assets.

Understanding the phases of an asset’s life-cycle and the attendant costs is an important first step towards managing assets on a whole-of-life basis. The use of life-cycle costing techniques allows a full evaluation of the total cost of owning and maintaining an asset prior to acquisition. This creates the opportunity to determine the most cost-effective program delivery solution (this may be a non-asset solution). Estimating life-cycle costs prior to acquisition also establishes a standard which is the basis for monitoring and controlling costs after acquisition. Life-cycle costs consist of capital and recurrent costs. 

3.0
Capital Costs:

Capital costs are the cost of acquiring an asset. These include not only the purchase price but all associated fees and charges, and the delivery and installation costs incurred putting the asset into operational use. They also include planning costs such as those incurred for feasibility studies and in tendering. One significant capital cost not routinely recognised by budget-dependent agencies is the ‘finance’ cost associated with the funds ‘locked-up’ in the value of the asset. An exception to this is the situation where agencies borrow against future appropriations as part of the running cost arrangements and are charged interest. However, this reflects finance costs at the margin and generally does not extend over the life of the asset. The Government incurs a ‘finance’ cost on capital funds either directly, as the interest expense on public borrowing; or indirectly, as interest foregone on funds that would otherwise have been available to the Government. When evaluating non-asset solutions and alternative acquisition strategies, it is important this ‘cost’ is recognised by agencies. This is particularly important when considering private sector alternatives, in context of the need to establish a reasonably ‘level playing field’ for competitive products. 

3.2 Recurring Costs:

Recurrent costs include energy, maintenance and cleaning costs. They may also include employee costs where specialist staff is dedicated to the operation of the asset. Planned refurbishment and enhancements over the asset's life, while ‘capital’ in nature, may also be included as part recurrent costs for planning purposes. Disposal costs should also be included, particularly if they are expected to be significant. This may be the case where the asset, processes associated with it, or its outputs, produces undesirable effects requiring rectification or remedial work. Environmental considerations may be significant in this regard. The relative significance of capital and recurrent costs as a proportion of total life-cycle costs will depend on the nature of the asset. The cost of operating and maintaining an asset over its useful life can often be greater than its acquisition cost. In such cases the use of full life-cycle costing in evaluating alternatives is imperative to ensure overall program costs are recognised and minimised.

3.3 Basic Principles:


The importance of asset plans becomes apparent where it is recognised that physical assets are a vital public resource. Effective application of the principles of asset management will ensure this resource input is at the lowest overall cost. These basic principles of an effective physical asset management exercise are:

· asset management decisions are integrated with strategic planning;

· asset planning decisions are based on an evaluation of alternatives which consider the ‘life-cycle’ costs, benefits and risks of ownership;

· accountability is established for asset condition, use and performance;

· disposal decisions are based on analysis of the methods which achieve the best available net return within a framework of fair trading; and

· an effective control structure is established for asset operation and maintenance.

4.0 Relative Importance of Assets

Principles of asset management apply to all assets - they do not, however, apply equally. The characteristics of the assets will dictate the extent and degree to which a particular principle is applied. One gauge of the relative importance of each management principle to particular groups of assets is the amount outlaid at each stage of their lives. For example, the ubiquitous furniture and fittings (typically high volume, low value items) provide an essential service and their contribution to an organisation needs to be recognised. By their nature however, they are typically low maintenance items. It may suffice simply to monitor their condition in lieu of a costly preventive maintenance plan. However, if they constitute a relatively large percentage of the total value of total assets held, acquisition and replacement planning assume greater importance.

5.0 Strategy:

5.1
It is proposed to adopt a four pronged strategy in achieving the objectives of physical asset management outlined in preceding paragraphs:

· Formulating guidelines for all the stages of physical asset management namely, planning for acquisition of assets, acquisition of assets, maintenance of assets and disposal of assets.

· Setting up Action Committees in a few representative ministries, both at the Ministry level and at lower (Zonal/ regional levels) for implementation of the PAM exercises. Ideas will be generated through brain storming at the action committee levels, which will be incorporated in the guidelines.

· Development of software for on line Asset Register. The Asset Register will have modules for preventive maintenance, actual maintenance and disposal of assets also.

5.2 Asset Management Diagram:

The following flow diagram illustrates the various steps of Physical Asset Management:
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Chapter 1 

The Project Approach

1.0 Introduction:

1.1
When planning for acquiring physical assets it must be kept in mind that while assets are needed to attain the Governments objectives, it is not essential that the Government itself owns these assets. Use of private sector for service delivery is one means by which the risks of ownership may be shared. It may be necessary, in some cases, to redesign the delivery strategy which may help in reducing or even eliminating need for assets. Thus planning for acquisition of physical assets is a holistic exercise. The Basic Principles for acquisition of physical assets thus are:

· Project Approach against Programme Approach.

· Life Cycle Approach

· Positive Economic Benefit i.e. the economic benefit, over the life of the asset, must be greater than the economic cost.

2.0 Project Approach vs. Programme Approach:

2.1 
Presently in most of Government Departments, schemes are formulated for attainment of particular objectives and these schemes continue indefinitely. Periodic evaluations are carried out to find out to what extent the objectives are being met and to incorporate improvements in schemes. However, the budgetary allocations continue, from year to year, mostly based on last year’s expenditure. The acquisition of assets is generally planned as part of the scheme and detailed economic analysis is rarely carried out.

2.2 Characteristics of Project Approach:

As against the above programme approach, the project approach is characterized by:

i. Each project has a fixed stream of financial outflows, and inflows.

ii. Project has a definite economic benefit to the Nation.

iii. The project has a definite time frame for completion, after which it goes to Implementation phase.

iv. Acquisition of physical assets is planned as part of the implementation of the project

v. Project proposal, before implementation is appraised from financial, economic (including foreign exchange and environmental aspects) and social (or distributional) criteria and is formally approved by competent authority.

vi. On completion of the project, an evaluation study is carried out for necessary modifications/ deletions /additions in the subject project or in future similar projects.

The two aspects of life cycle approach and positive economic benefit in planning for acquisition of physical assets are integral part of a comprehensive project formulation and appraisal exercise. It is therefore necessary that procurement of all major physical assets should be undertaken through a comprehensive project planning exercise. However, since these guidelines are for planning for physical assets and not for detailed project planning, certain aspects of project planning are not dealt with in detail. These are effect of inflation on project appraisal (inflation is dealt with only as provision of price contingency in estimates, as is international practice), risk and sensitivity analysis and social benefit cost analysis (including environment impact assessment). These aspects of project planning are outside the scope of these Guidelines.

Chapter 2

Project Planning – An Overall View

1.0   Introduction:
1.1
The success of attainment of the objectives of any Government, to a large extent depends upon the selection and efficient implementation of right type of projects. In fact it is through proper selection and implementation of projects that broad economic and social policies can be translated into realist programmes. Hence the object of project planning is to ensure the selection and efficient implementation of such projects which contribute most to the economic and social objectives of the Country. The project planning should aim at not only the selection of viable projects but should also ensure that:

· The selected technology is most suited to the prevalent conditions in Mauritius.

· The risks are identified and reduced to minimum.

· Necessary and adequate preparations have been made for the smooth and efficient implementation of the project.

· The implementation programme is so phased that it matches with physical and financial resources available or likely to be available to the project.

· The projects are operated in an efficient manner.

2.0 The Role of Project formulation and appraisal exercise thus is:

· To stop bad projects

· To prevent good projects from being destroyed.

· To determine if components of project are consistent.

· To assess the sources and magnitude of risks.

· To determine how to reduce risks.

3.0 Stages of Project Planning (The Project Cycle):

3.1 
Project planning is a complex process which undergoes through many stages of decision making. The whole process is essentially a process of successive selection (or rejection). The various stages of project planning can broadly be grouped under the following heads:

· Idea and Project definition

· Pre-feasibility study

· Feasibility Report ( including self appraisal)

· Appraisal

· Detailed Design

· Project Implementation & Monitoring

· Evaluation

3.2
In this connection it is important to note that there is no clear cut dividing line between different stages and their activities. The main objective behind undergoing different stages is to ensure that financial commitments proceed step by step, each step based on the result of the previous step so that costly investigations are undertaken only for those projects which appear to be good in less costly studies.

4.0   Idea and Project definition: 

4.1 Preparation of feasibility report is time consuming and costly process, it would be very uneconomical to undertake full scale feasibility report without taking approval of the competent authority regarding desirability of the project and whether the project appears to be feasible. Projects which appear to be promising for detailed studied should be identified first. Ideas for projects arise from socio-economic data of the Government, experience of other countries having similar background, foreign offers of collaboration, export potentialities etc. If there is very weak evidence of any significant demand for the project, it may not warrant the expenditures required to undertake a pre-feasibility report. A similar exercise is required in case of projects which are primarily social in nature. In such cases, the initial analysis should be presented to indicate the relative need for this social service as compared to others. If initial analysis indicates that the project, under study, is of low priority as compared to other projects, the project should be dropped before undertaking any further analysis. 

4.2 The key questions to be addressed to at this stage would appear to be:

· Is there sufficient demand to undertake the project?

· Is the project consistent with the Country’s overall strategy?

4.3 To answer the second question, it would be necessary to study carefully the broad economic policies as adopted by the Government in the particular sector, especially in the following areas:

· Foreign Aid and/ or availability of foreign capital investment

· If raw materials are imported, study of their availability. This may require a macro world view.

· Employment Generation.

5.0 Pre-Feasibility Study:

5.1
5.1Final selection of a project, from those identified, can be done only on the basis of feasibility report. However, preparation of feasibility report is a time consuming and costly process and it may not be economical to carry out full scale feasibility report for all the identified projects. Pre-feasibility studies are comparatively less time consuming at the same time, requiring less resources.

5.2 The pre-feasibility study, therefore:

· Examines overall potential of the project

· Finds out what key variables are, and whether any crucial aspect requires special study, before full scale feasibility of the project is undertaken.

· Has same degree of accuracy over all variables.

· Uses, as far as possible, only secondary research. This entails analysis of previous studies. We may utilize research and technical aspects from such sources as World Bank, and other international institutes.

· Finds whether project is likely to be technically, financially and economically feasible throughout its life.

· Identifies sources of risks and how to reduce them.

5.3 Since pre-feasibility studies are generally based on secondary data, biased values (based on previous experience) are better than mean values.

5.4 It may not be out of place to mention that a pre-feasibility study must cover all aspects that are covered in a full feasibility report, namely, demand, technology, financial and economic (and social) viability, only it is based on secondary data and is not as thorough. 

6.0 Feasibility Report:

           6.1 A feasibility report is expected to provide all information that may be required to appraise a project for its final selection. At this stage, the analysis has to be both qualitative and quantitative. Since it is generally not possible to retrace steps, once capital is invested in a project, the estimates should be as precise as possible. The stress, therefore, is on improving the values of each key variable, so defined in the pre-feasibility stage.  Level of uncertainty of values of key variables should be explained. All available alternatives for risk reduction have to be dealt with in detail. The feasibility report should provide information so that the appraisal made thereafter, can be from the point of view of all stakeholders, so that each player is convinced of the attractiveness of the proposal from his point of view.
6.2 Since the main purpose of the feasibility report is to assist the appraiser and the decision makers in evaluating the project, the formulator should present the data in such a manner that the estimates are amenable for checking easily. The sources of information should be quoted invariably, all assumptions should be stated. When some educated guesses are not avoidable, they should be highlighted so that the evaluator/ decision maker may determine whether further information needs to be obtained.

6.3 There is generally some time lag between the preparation of feasibility report and the final decision. During this period many variables may change. A separate table of parameters from which all calculations is made in the financial and other spread sheets is therefore a must. It is essential that no new variable is introduced except in the table of parameters. An explanatory statement in support of each variable should be contained in the write up.

6.4 In view of the requirements of a feasibility report, it is much easier if the feasibility report is prepared in modules, each module dealing with a separate component of the report. These modules can be divided into two subheads:

I. Building Blocks:

1. Sectoral Analysis

2. Demand or Market Module.

3. Technical or Engineering Module.

4. Management and Manpower Module.

II. Analysis Modules/ Appraisal:

5. Financial/ Budget Module

6. Environment Module

7. Economic Module

8. Social Module


Subsequent Chapters examine various aspects of a detailed feasibility report in terms of above Modules.

Chapter 3

Feasibility Report- Technical Analysis

1.0 Sectoral Analysis:

1.1
No project can be independent from the sector to which it belongs. A project report should, therefore, contain an analysis of the sector to which it belongs. Among other things the sectoral analysis should address the following issues:

· Is it a priority sector as per the present government policy?

· Names of other similar projects. Are these projects running smoothly? What problems are they facing?

· Has the Government taken any view regarding choice of technology for such projects?

· What foreign assistance has been made available to such projects? Can similar assistance be expected for the proposed project? If not, what are the constraints?

The above information is important as it sets the boundaries within which the feasibility report should be prepared. It is essential that the Government policies on the sector are analyzed, and if any changes in policy and/ or concessions are required, they should be justified in detail, and necessary policy change approvals are obtained.

2.0 Demand or Market Module:

2.1 Market Study:

In most of the projects the plant/machinery capacity is based on the projected demand. However, in many cases, the plant capacity is fixed at a lower level than the expected demand, because of technical, managerial and/or financial considerations. In some cases, the plant/machinery capacity may be higher than even the projected demand as the machinery may be essential and smaller capacity is not available. If the proposed capacity is substantially lower than the projected demand arrived at on preliminary/ rough basis (pre-feasibility study), in depth analysis/ survey of projected demand may not be necessary. However, if the capacity is based only on projected demand, a very careful review of demand projection is necessary. Similarly if the plant capacity due to availability considerations is higher than the projected demand, its essentiality must be established.

2.1.1 Assessment of Consumption Pattern:

The following aspects need to be examined: 

a. Whether the beneficiaries have been adequately identified.

b. If the demand is seasonal, whether season wise distribution has been estimated.

c. If the demand is mainly in a few regions (coastal/inland), whether region wise demand is indicated.

d. Whether income of beneficiaries plays a role (for example, for health services, if the disease is limited to those who prefer private clinics, which are available in the vicinity).

e. If the product/service has a substitute, whether strong and weak points of the substitute vis-à-vis the proposed product/service have been indicated.

f. Whether the estimates of demand based on adequate data or further work is required, before a final view is taken.

2.1.2 Internationally Traded vs. Domestic Goods/Services:


For internationally traded goods/ services, world demand and prices are more important than domestic demand and prices. It may safely be assumed that demand in Mauritius will have little impact on world demand and prices, and hence for assessing future availability and prices, study of secondary data is sufficient. In addition, duties, taxes and subsidies have a definite impact on financial viability of a project and these must be accounted for separately to assess economic viability of the project.


For domestic goods/ services, on the other hand, the proposed project is likely to have considerable impact on availability and prices of various inputs/ outputs and/ or services. Some primary research may become necessary in some cases.   

3. Technical or Engineering Module:

3.1 Choice of Technology:


It is important that a comparative study of alternate technologies is carried out (preferably at pre-feasibility stage) and detailed reasons for selection of particular technology recorded. 


For comparing salient features of various technologies, following table may be used:

	Sr. No
	Description
	First Technology
	Second Tech.
	Third Tech.

	
	
	
	
	

	1
	Countries where the technology has been tried
	
	
	

	2
	Highly Complicated/  Complicated/ Simple Tech. 
	
	
	

	3
	Is reqd. technical manpower available in Mauritius?
	
	
	

	4
	Main Inputs
	
	
	

	5
	Availability of main inputs:

In Mauritius

Imported
	
	
	

	6
	Capacity of the plant
	
	
	

	7
	Capital Cost:

-   Local

-   Imported

-   Total
	
	
	

	8
	Plus Points of each Technology
	
	
	

	9
	Minus Points of each Technology
	
	
	



While selecting technology and supplier of major equipment, one should try to avoid conflict of interest between technology provider and supplier of major equipment and/ or contractor. If Consultant of Technology has a substantial interest in the Contractor and/or the supplier, it is not likely that the project will be able to get the best deal. 

3.2 Requirements and Availability of Inputs:

It is important that the report is not limited only to listing of requirement of inputs. Detailed analysis of all critical inputs is necessary. Sources of supply and prices of all inputs should be indicated. If supply of certain inputs is dependent on completion of other schemes/ projects, which are either in pipeline or are at the planning stage, the same should be highlighted. For utility inputs like water, power, oil etc., their maximum requirement and not only the average requirement should be indicated. 

Some of the checks regarding inputs are:

· Whether all categories of inputs have been considered.

· Whether quantity of inputs, phase wise, as per implementation programme has been given.

· Whether quality aspects of critical inputs has been considered.

· Whether alternate inputs have been considered and prudent choice made.

3.3 Location:

3.3.1 The location of the project should be based on following criteria:

· Proximity to demand (beneficiaries for social projects)

· Regional development

· Environmental Impact Assessment

· Labour Availability

· Material Availability

· Residential, Medical and Educational Facilities.

3.3.2 Environmental Impact Assessment:

· The location of the project should be examined from the point of view of Government Environmental Policies and from the angle of suitability of location from the point of view of environmental issues:

· The Project does disturb the fragile ecology of Mauritius like its agricultural environment, forests and fauna and flora.

· Flood and Seismic danger.

· Following climatic conditions should be examined in case of projects where such factors have significant impact:

a) Temperature

b) Humidity

c) Sunshine

d) Wind

e) Dust and Fumes

f) Rainfall

4.0 Management and Manpower Module:

4.1 Organisational Setup:

It is normally recommended that the organizational setup should be presented in the form of a chart, showing:

· Proposed departments, divisions and sections,

· Inter- relationships between departments, divisions and sections,

· Horizontal and vertical lines of authority and

· Staff requirement of each department.

An explanatory write up on the proposed organization chart should detail the functions of each department and main managerial requirements.   

The gestation period for recruiting managers and their training should be well detailed, and the timing of recruitment arrived at so that availability of trained managers is well timed with their requirement. Sometimes, in case of highly technical nature of the managerial requirement, the present management may not have the required expertise for recruitment of managers. In such cases, not only the services of consultants would be necessary, but it is also recommended that the present management should undergo intensive training, so that they are able to utilize the services of consultants effectively.

4.2 Manpower Requirement:

The requirement of manpower has to be done for both the implementation and the operational phases.

4.2.1 Manpower for implementation phase:

Manpower requirement should be estimated for each of the following:

· Administration, finance and accounts

· Civil works

· Transportation

· Erection and commissioning of machinery and equipment.

For each of the categories, the feasibility report should provide details of number of persons required, their salaries/ wages, duration of their requirement as well as their qualifications, experience and training needs.

4.2.2 Manpower for Operational Phase:

Similar details as indicated in Para 4.2.2 should be provided for the manpower requirement of the operational phase also. For new projects/ equipment, it may be worthwhile to study the manpower employed for similar situations in other countries. Such estimates may require some modifications taking into account the productivity of labour in that country as compared to that of Mauritius.

Chapter 4

Feasibility Report- Financial Module

1.0 Financial Cash Flow:

1.1
In Section I of these Guidelines, we have stressed that for lowering the overall costs use of life cycle costing techniques have to be employed. For this purpose it is essential that a financial cash flow be drawn for the entire life of the project. 

2.0 Alternate View Points:

2.1
The financial analysis of any investment decision has to be made from the prospective view points of various players involved:

· Banker’s Viewpoint,

· Owner’s (in public sector Government’s) Viewpoint,

· Budget Viewpoint.

2.2 Banker (Development banks and/or Commercial banks):

This view point is also known as the total investment point of view.

 A banker’s interest is to judge the overall strength of the project to evaluate the security of potential loans to the project. The banker takes into account the financial (and economic in case of development banks) flows entering the project (including subsidies and the benefits, with both benefits and costs valued at their financial prices. From the analysis of these potential financial flows, the banker determines the financial feasibility of the project, the need for loans, and likelihood of timely repayments. In the total investment of the project, the financial opportunity costs of any existing facilities planned to be utilized by the project are included. The historical costs of existing assts are irrelevant. Thus a banker’s viewpoint can be expressed as:

Banker’s (Total Investment) Viewpoint = Direct financial benefits – Direct financial costs – Opportunity cost of existing facilities.

2.3
Owners view point:

Like the banker, the owners examine the net increment of income 

Of the project relative to what could have been obtained in absence of the project. Unlike the bankers, owners add the loan as cash receipt and subtract payments on interest and interest repayment as cash outflows. Thus the cash flow from owner’s viewpoint can be expressed as:

Cash flow from owner’s viewpoint = Cash flow from banker’s viewpoint + loans – payment of interest and principal. 

2.4 Budget Viewpoint:

A project may require outlays from the budget in the form of subsidies or other transfer payments and may also generate revenues from direct or indirect taxes and fees. Thus, to the budget department the net financial input from a project can be expressed as:

 Cash flow from budget viewpoint = Direct and indirect taxes and fees – direct and indirect subsidies and other outlays.

3.0 The Cash Flow Streams:

3.1
From the above it is clear that this cash flow will normally have two major streams:

· The outflow stream.

· The inflow stream.

3.2 The Outflow Stream:

The outflow stream of the cash flow shall normally have following three components:




· The investment plan

· The operating plan

· Value of assets at the end of cash flow period (Residual Value)

4.0 The Investment Plan:

4.1
The first step in the construction of a financial cash flow is the formulation of an investment plan for the project based on the information developed in the technical, manpower and marketing modules. It is important that the investment plan conforms to what is a realistic time schedule as per the manpower, financial and supply constraints as well as technical attributes of the project. It is therefore necessary that each of the expenditures up to the point where the assets are ready to begin their normal operations. Each of these expenditures should be identified according to the year in which it is expected to occur. In addition, each expenditure should be broken down into the part that is being spent on goods and services that are traded internationally (foreign) and those that are only traded domestically (local). These are further divided into payments received by suppliers of these goods and payments to the Government (import tariffs, value added tax etc.), subsidies received from the Government etc.

4.2      The fixed investment can be presented in a tabular form:

	Sr. No.
	Description
	Total Cost
	Local Cost
	Foreign Cost
	Rem-arks

	1
	Land and Site Preparation
	
	
	
	

	
	
	
	
	
	

	1.1
	- Cost of Land
	
	
	
	

	1.2
	- Duties, transfer charges etc.
	
	
	
	

	1.3
	- Leveling & Soil Testing
	
	
	
	

	1.4
	- Contingency
	
	
	
	

	
	
	
	
	
	

	
	Total Land
	
	
	
	

	
	
	
	
	
	

	2
	Civil Works
	
	
	
	

	
	
	
	
	
	

	2.1
	Buildings
	
	
	
	

	
	
	
	
	
	

	
	- Working Buildings (e.g. departments) 
	
	
	
	

	
	- Administrative Building
	
	
	
	

	
	- Warehouses (where reqd.)
	
	
	
	

	
	- Laboratories
	
	
	
	

	
	- Staff welfare (Cafeteria etc.)
	
	
	
	

	
	- Residential Buildings
	
	
	
	

	
	- Physical Contingency
	
	
	
	

	
	- Price Contingency
	
	
	
	

	
	
	
	
	
	

	
	Total Buildings
	
	
	
	

	
	
	
	
	
	

	2.2
	Other Civil Works
	
	
	
	

	
	
	
	
	
	

	
	- Roads, Parks & Parking Areas
	
	
	
	

	
	- Water Supply Installations
	
	
	
	

	
	- Electric Supply Installations
	
	
	
	

	
	- Sewerage System
	
	
	
	

	
	- Disposal of Refuse etc.
	
	
	
	

	
	- Physical Contingency
	
	
	
	

	
	- Price Contingency
	
	
	
	

	
	
	
	
	
	

	
	Total Other Civil Works
	
	
	
	

	
	Total  Land and Civil Works
	
	
	
	

	3.0
	Plant Machinery and Equipment
	
	
	
	

	
	
	
	
	
	

	3.1
	Main Equipment
	
	
	
	

	
	- Process Equipment
	
	
	
	

	
	- Mechanical (or Workshop) Equipment
	
	
	
	

	
	- Electrical Equipment
	
	
	
	

	
	- Instrumentation & Control
	
	
	
	

	
	- Other Plant and Machinery
	
	
	
	

	
	- Essential Spare Parts
	
	
	
	

	
	- Physical Contingency
	
	
	
	

	
	- Price Contingency
	
	
	
	

	
	
	
	
	
	

	
	Total Main Equipment
	
	
	
	

	
	
	
	
	
	

	3.2
	Auxiliary Equipment
	
	
	
	

	
	
	
	
	
	

	
	- Transport Equipment
	
	
	
	

	
	- Power Supply Equipment
	
	
	
	

	
	- Standby Generating Plants
	
	
	
	

	
	- Workshop Equipment
	
	
	
	

	
	- Laboratory Equipment
	
	
	
	

	
	- Storage Equipment
	
	
	
	

	
	- Sewage Disposal
	
	
	
	

	
	- Waste Disposal
	
	
	
	

	
	- Communication Equipment
	
	
	
	

	
	- Data Processing Equipment
	
	
	
	

	
	- Heating, Ventilation, Air-conditioning
	
	
	
	

	
	- Other Auxiliary Equipment
	
	
	
	

	
	- Essential spare parts for aux. equip.
	
	
	
	

	
	- Physical Contingency
	
	
	
	

	
	- Price Contingency
	
	
	
	

	
	
	
	
	
	

	
	Total Auxiliary Equipment
	
	
	
	

	
	
	
	
	
	

	
	Total Machinery and Equipment
	
	
	
	

	
	
	
	
	
	

	4.0
	Installation & Commissioning & Miscellaneous.
	
	
	
	

	
	
	
	
	
	

	
	- Foundations & Installation Charges
	
	
	
	

	
	- Foreign Consultancy Charges
	
	
	
	

	
	- Actual Expenses on foreign technicians
	
	
	
	

	
	- Cost of local technicians
	
	
	
	

	
	- Technical Know-how fee
	
	
	
	

	
	- Physical Contingency
	
	
	
	

	
	- Price Contingency
	
	
	
	

	
	
	
	
	
	

	
	Total Installation & Commissioning
	
	
	
	

	
	Total Fixed Investment
	
	
	
	


4.3 Cost of Land:

Land, like every other asset, has an opportunity cost when it is used by a project. Even if land is donated to the project by the Government, it should be included as part of the investment cost at a value that reflects the market value of the land. Where market value of the land cannot be estimated, value of land should be taken as the net present value of next best use of land (i.e. equivalent cost of lost opportunity). Alternatively, the opportunity cost of land can be reflected in the cash flow profile of the project by an annual rental charge. If annual rental value charge approach is used, then neither the initial value nor its final market value (disposal value) enters into cash flow profile of the project. 

4.4     Check Points:

During the process of estimating fixed capital investment as per the above table, a number of issues have to be taken care of:

For imported machinery, 

The cost estimate should indicate separately;

· FOB Price

· Insurance & freight

· Bank Charges 

· Clearing and loading & unloading charges

· Import Duty

· Transport charges from port to site

Some other issues for imported items:

· Is the estimate based on firm quotation or budgetary quotation? If both, indicate separately in each case.

· Has the latest rate of exchange been used, Indicate exact rate used?

· Is the price realistic? Has it been compared with prices of similar imports made earlier?

· For foreign employees, are terminal benefits included?

· If prices behave cyclically, how is the average price determined?

For local costs: 

· Is a data base maintained?

· Whether all costs of local wage/ salaries, e.g. fringe benefits, overtime, pension etc. are included.

5.0 The Operating Plan:

5.1
For determining and comparing life cycle costs, it is necessary that the operating plan be drawn up for the entire life (or 10 years) plus the residual value of capital assets in the following year. Typically, following should be included in the operation plan:

· Raw materials and consumables.

· Manpower Cost.

· Maintenance cost (labour and spare parts).

· Utilities: power, fuel, water.

· Vehicle operating/ hiring cost.

· Overheads: Administrative costs.

· Requirement of working capital and cash in hand.

· Subsequent capital costs during life of equipment/ project: Major overhauls and/ or replacement of major parts after few years of service, up-gradation etc.

Taxes (Vat, customs, excise, etc.) should be indicated separately.

5.2
The estimates for most of the items listed above, namely annual consumption of raw materials and consumables, manpower cost, cost of utilities etc. has already been estimated in the technical module (Chapter 3). Annual maintenance costs (spare parts and labour) and subsequent capital cost including major overhauls, cost of major spares and periodicity has to be obtained from equipment supplier/ technology provider. The estimation of working capital is dealt with below when discussing formation of cash flow statement. (Para 7.4 of this Chapter)

6.0 The Inflow Stream:

6.1 Sales/ Contribution from Users:

Since most of the assets/ projects are from social service sectors (health, education etc.), and these services in Mauritius are free to the user public, the inflow stream would normally not be there. However, following international practice, we, for these guidelines, assume that users will pay for part of the cost of services. In any case, even if there is no inflow for financial analysis, benefits to users will have to be estimated for Economic Analysis, as benefit to users is input to National Economy. Thus it would be necessary to estimate the number of users on annual basis, for the period of the cash flow analysis, and multiply the same by the contribution of each user to arrive at the financial input stream.  

6.2 Residual Value of Fixed Assets:

Residual Value of assets would normally be higher of the sale value that can be realized, or the net present value of net benefits that can be derived by exploiting the assets in future. For assets that have outlived their useful life, this would be negative. However,  for evaluating value of fixed assets at the end of the cash flow period at this stage, namely the planning stage, the value of assets, except that of land, should be on the basis of residual value i.e. the initial capital cost minus the accumulated depreciation. The depreciation rate, for this purpose is based on straight line basis for the life of the asset. Thus, for a life of 25 years, the annual depreciation would be 4%. 

6.3 Residual Value of Land:

Land is a very special asset in that, under most situations, it does not depreciate. However, because of improvements in infrastructure, the value of land may increase much faster than the general rate of inflation during the life of the project. In such cases, it is important to not include the anticipated real increase in value of land as part of the liquidation (or residual) value of the assets. It is so because; generally increase in real value of land cannot be attributed to any particular project. The only exception is, when the project that is going to use the land, will either improve the quality of land or harm it. In such cases the net value of land improvement (deterioration ) should be added to (subtracted from)  the real value of land as estimated at the beginning of the project to determine the liquidation (residual) value of land to be used for analysis purposes at the end of the project.



7.0 Formation of Cash Flow Statement:

7.1 We have by now obtained most of the data required for construction of cash flows for various alternatives. However while constructing cash flows a few additional points have to be kept in mind. These are mentioned in brief below:

7.2 Interest During Construction:

Since funds have been tied up in construction of a project that is not in operation, accountants include this item as a cost, to reflect the interest revenues that are foregone. It is usually not a measure of interest that has actually been paid, but an accounting device to measure the opportunity cost of funds employed in the project. If no interest has in fact been paid out to organizations that have lent funds to the project, then interest during construction is not cash expenditure and should not be included as expenditure in the cash flow profile of the project. If interest payments have been made during the construction then it is only a cash flow when project is being examined from the point of view of equity or owner. (See para 2.3 of the current chapter). For most public sector projects it is the financial (and economic) performance of the entire invested capital is relevant. Often loans are either explicitly or implicitly guaranteed by the government. Therefore it is more prudent that cash flow profiles of such projects are developed making no distinction between return received by the lenders and the owners (or the nation). In such cases, cash made available through borrowing is not considered as cash inflow, nor are the interest or principal repayments on this loan considered as cash outflows. 

7.3 Depreciation:

Depreciation expense or capital cost allowances are an accounting device to spread the cost of capital items over the length of life of these investments. However, depreciation expense is not cash out flow and thus should not be included in the financial cash flow profile of a project. Full capital costs of an investment are accounted for in the financial cash flow profile since the full amount of investment expenditures are deducted in the year in which they occur. Any further capital charge, such as depreciation expense, if reflected in the cash flow profile, would a double counting of costs. However, depreciation rate of capital or the life of each capital equipment is required to be estimated to determine the residual value of equipment at the end of the operations (or the period for which cash flow profile is drawn).- see para 6.3 of this chapter.

7.4 Accounting for Working Capital:


The financial cash flow profile of a project is essentially based on cash flow basis. Thus:

	
	Cash Receipts for a period
	 =
	Sales for period
	 +
	Accounts receivable beginning of period
	 -
	Accounts receivable end of period


Similarly:

	
	Cash Expenses for a period
	 =
	Purchases for period
	 +
	Accounts payable at beginning of period
	 -
	Accounts payable at end of period


Based on these principles, working capital is the amount of investment made to facilitate the conduct of transactions. These items are: accounts receivable less accounts payable, inventories or stocks and cash requirement. It is important to note that changes in inventories are automatically included in the cash flow when the above two formulae are used. For example if inventories of inputs increase, they will be recorded as purchases. If these inputs have been paid for, then this increase in inventories will have resulted in a cash outflow. However, if they have not been paid for, no cash outflow will have occurred. An increase in purchases to accumulate inventories which are not paid for will be offset by an increase in accounts payable. As for as cash requirement is concerned, when cash is set aside for use in day to day transactions, it is a use of cash and thus is cash out flow. 

7.5
With the information collected above, we are now in a position to formulate cash flow statement for the life of the project. 

8.0
Discounting:

8.1
The nature of a project (or acquisition of assets) is such that their benefits and costs usually occur in different periods over time. Because a given sum of money available now is worth more than the same sum received in a future period, it is necessary to give greater weight to costs and benefits that accrue earlier in time and lower weight to those that occur later. The greater value placed on current rather than future costs and benefits arises because money available now can be profitably invested or consumed between now and the future; hence, borrowers are willing to pay a positive interest rate in order to be able to use funds.


Since an amount of MUR 100 now will, if invested, grow to MUR 100(1+r) a year hence, it follows that an amount B invested next year will have a present value of B/(1+r). Similarly an investment of MUR 100 now will grow to MUR 100(1+r)n in n years, it follows that an amount B to be received in n years will have a present value of MUR B/ (1+r)n. The greater the rate of discount, r, and further is the date when the amount will be realized, the smaller is its present value.

The net present value (NPV) of a future stream of net in flows, (B0 – C0), (B1 – C1), (Bn – Cn) can be expressed as follows:



      (B0-C0)    
       (B1 –C1)               (Bn – Cn)


NPV0r = __________  +__________+ … _______                ( 1 )



    (1 + r)0              (1 + r)1                  (1 + r)n


   n
 (Bt – Ct)


NPV0r = (     _________                                                        ( 2 )



  t = 0   (1 + r)t
where n denotes the length of the life of the project in years. The expression 1/ (1 + r)t is commonly referred to as the discount factor for the year t.


8.2 It is important to note that while discounting the net cash flows from different periods and the size of the discount factor are important factors in the ranking of projects (or assets), the particular time to which all the net cash flows (inflows minus outflows) are discounted does not matter. Instead of discounting all the net cash flows to the initial year of a project we could evaluate the stream of net cash flows as of year k which may or may not fall within the project’s (asset’s) expected life. 

8.3 Variable Discount Rates:


So far, we have assumed a constant rate of discount though out the life of a project. However, since discount rate reflects opportunity cost of funds, these may vary at various times depending upon availability of funds.


If there is reason to believe that discount rates will vary through time, then the net present value of a four- year project with varying rates can be calculated as follows:



      (B0-C0)    
       (B1 –C1)                   (B3 – C3)


NPV0 = 

 +__________  + … ______________        ( 3 )



    


(1 + r1)                (1 + r1)(1+r2)(1+r3)


where r1 is the one year discount rate for year 1, r2 for year 2 and r3 for year 3.


The general expression for the net present value of an asset with the life of n years, evaluated as of year 0 is:


  
  
          


n   







(   (Bt – Ct)                 

NPV0 = (B0- C0 )+  t = 0_________                    (4 )

 
    

      

       t 

     

      ( (1 + ri)





   

     t=1


However, for the purposes of these guidelines, only single rate of discount constant throughout the life of the asset has been taken.

9.0 Appraisal Criteria:


9.1 Net Present Value (NPV) Criterion:


This criterion applies that among various alternative project proposals, we select that proposal, which has maximum Net Present Value. For acquiring an asset, the net present cost, discounted over whole life of the asset, should be minimum (For similar assets, it is assumed that the total benefit derived from use of assets are equal). For a nation, it is of immense importance that the net present value from the country’s point of view (i.e. economic NPV) must always be positive. For determining the Net Present Value, a discount rate common to all projects has to be estimated. The estimation of the discount rate is discussed in the next chapter- the Economic Module.

9.2 Internal Rate of Return (IRR) Criterion:


The IRR and the NPV are related in the way they are derived. To calculate the NPV, as stated above, the discount rate is given and is used to find the present values of costs and benefits. However, when finding the IRR of a project, the procedure is reversed. In this case, the NPV of the net benefit stream is set to zero; the IRR is the rate of discount which will bring this about.

The IRR for a project (k) is obtained by the solution of the following equation for k:


n     Bt - Ct

(  ___________   = 0

t=0      (1+k)t



Costs include capital outlays, labour, materials, energy and transport costs and maintenance and repair expenditures. Costs do not include depreciation charges or actual or imputed interest charges, as the IRR itself reflects ‘net interest yield’ of the project and allows for the depreciation.

The advantage of using IRR as a criterion for project appraisal is that IRR can be calculated on the basis of project data alone.

However, a unique value of IRR is obtained, when an initial period of investment (during which net cash flow is negative) is followed by a period in which net cash flow is always positive. If, on the other hand, the net cash flow stream is either negative though out, or where the net cash flow stream crosses zero more than once, it may not be possible to obtain a unique value of IRR.

9.3 Benefit Cost Ratio Criterion:

Benefit Cost Ratio (B.C. Ratio) is defined by dividing net present value of net benefits (benefits minus operating costs) by the net present value of initial capital costs. The B.C. Ratio would thus vary depending upon whether an expenditure item is classified as capital expense or operating expense (major overhaul, for example). The B.C. Ratio criterion is generally used when estimating social benefit cost analysis of a project.

9.4 Recommended Criterion:


In view of limitations of the IRR and B.C. Ratio criteria mentioned above, it is recommended that for selection of physical assets based on life cycle approach, the Net Present Value Criterion, with a constant discount rate, common for all public sector investments, be used.

Chapter 5

Feasibility Report- Economic Analysis Module

1.0 Objective:

The objective of the economic appraisal is to examine the project from the entire country’s point of view to determine whether or not its implementation will improve the economic welfare of the country. It is especially important for projects and/ or equipment where the acquisition is for the benefit of the society and services are either free or subsidized. In such cases the net financial benefit to the public sector may be negative, but the economy as a whole gains substantially and thus the net economic value over the life of the asset is positive. For economic appraisal, we start with the financial appraisal and adjust the values of inputs as obtained in financial appraisal for economic appraisal. For this purpose, the commodities can be divided into tradeable and non- tradeable commodities.

2.0 Tradeable and Non- tradeable Commodities:

2.1 Tradeable Commodities:

A good or service is considered tradeable when an increase in demand (or supply) by a project does not affect the amount demanded by domestic consumers.



-
An increase in demand of an importable commodity results in an increase in demand for imports.



-
An increase in demand of an exportable commodity results in a reduction in exports.



-
An importable commodity includes imported goods and domestically produced goods that are close substitutes for imported goods.

-
An exportable commodity includes exported goods and domestically produced goods that are close substitutes for exported goods.

2.2
 Non- tradeable Commodities:

A good or service is considered non- tradeable when its domestic price is determined by local demand and supply.  In this case, an increase in demand (or supply) by a project could affect the amounts demand by domestic consumers or produced by other suppliers.
2.3 Estimating the Economic Prices of Tradeable goods:



(i) Adjust for commodity specific trade distortions:

                   
 -
Financial prices of the commodities must be adjusted for commodity specific distortions and adjust costs that differentiate between domestic and international prices.


        
 -
The reason is that custom duties, VAT and other taxes and subsidies are transfers between consumers, intermediaries and the consumers and not part of the real resources used and therefore have to be removed from cash flows used for Economic analysis.

(ii) 
Value of foreign exchange at the economic (shadow) exchange rate (Ee)



- 
Multiply the CIF and FOB prices at the border by the economic price of foreign exchange (Ee)



- 
Alternately, add a foreign exchange premium [(Ee/Em) - 1], OR [(Ee/OER) - 1], per unit of foreign exchange. OER- Official exchange rate.



Exchange rate in Mauritius is determined by market forces. Hence theoretically, the shadow exchange rate should be equal to market exchange rate. However, due to market imperfections if the Government of Mauritius is of the opinion that in perfect market conditions, the exchange rate will have further gone down, it may indicate the FE premium that should be applied for these guidelines and accordingly, Ee/OER may be fixed. For the present guidelines, shadow exchange rate is assumed equal to market exchange rate. 

2.4 Non-Tradeable Commodities:

In Mauritian context, most of the goods would come under the category of tradeable goods. However, due to increasing unemployment in the context of impending crisis in sugar and textile industries, the labour, wages, working hours etc. of which are rightly controlled by regulation, the same cannot be considered to be competitively priced. Providing employment to labour is one of the prime objectives of the Government.  The shadow (or economic price) of labour, therefore, has to be adjusted downwards. For these guidelines, we are recommending economic wage of labour to be 80% of the financial wages. This can be revised by the Government from time to time depending upon the economic conditions. In case of near 100% employment, the factor would be 100% i.e. the economic wage would equal the financial wage.

 3.0 The Economic Benefit:


For public sector, the benefits of a project are to be estimated by adding benefits to different groups of beneficiaries. Thus for a hospital project, the economic benefit would be the next best alternative, i.e. the cost that the patient would bear on alternate treatment available including costs for transport, accommodation, loss of earnings etc., of the patient and his escort minus the costs that the patient would bear at the proposed hospital.

4.0 The Rate of Discount:


As stated earlier in these Guidelines, project appraisal, which is necessary for planning of acquisition of major assets, requires a comparison of the costs and benefits over the life of the asset. For a positive decision to acquire the asset, the present value of the projected benefits must exceed the present value of the projected costs over the life of the asset. In case of alternate assets available, where a choice has to be made, the criterion for the choice is that the net present value should be greater than the net present value of alternate assets. The economic opportunity cost of capital is an important parameter for such decisions as the rate of discount used for calculating the NPV of public sector projects (or assets) should be equal to the economic opportunity cost of capital. For these guidelines, we are recommending economic opportunity cost of capital to be 6%. This can be revised by the Government from time to time depending upon the economic conditions.
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Chapter 1 

Detailed Design (Capital Projects)

1.0 Introduction:
The next stage, after project appraisal (and approval) in the project cycle is the detailed design of the project. The design criteria must already have been established during the previous stages of the project cycle. However, once the project has been approved, the design task should be completed in more detail. This is the point where the accuracy of data for all previous modules is improved to the point where a workable operational plan of action can be developed. 

2.0 The Detailed Design:

The detailed design involves completion of blue prints and specifications for construction of facilities and equipment, on the basis of which, the construction work can be undertaken and orders for equipment placed. Other technical requirements, such as manpower needs by skill class should be finalized at this stage. A formal implementation plan with schedules and programme for administration, operating and marketing should be finalized.  

It has been noticed that most often in Government projects, the detailed design stage is ignored and quite often even the feasibility and appraisal are not carried out in sufficient detail and half baked projects are approved, the tenders invited and implementation work started. This has resulted, in many cases, in time and cost overruns and in cost and time consuming arbitrations and litigations. Generally speaking, there are two reasons for this state of affairs. Firstly, the time taken for such detailed analysis is considered a waste and it is thought that time can be saved by starting the project implementation and simultaneously continuing with working out detailed feasibility report and/ or detailed design. In actual practice, it has been observed that starting implementing half baked projects results in higher time requirement in implementation and also results in higher costs both in terms of project cost as well as compensation to contractors and/ or through litigations. 

3.0 Two Stage Approval:

Secondly, quite often there is a lack of resources, either in terms of shortage of manpower or the necessary technical skills are lacking with Government agencies. In such cases it has become a practice that composite consultancy tenders are issued. These tenders are in two stages: firstly the selected consultant prepares detailed designs and during the construction work, the consultant provides management consultancy services. However, this practice does have the shortcomings mentioned in previous paragraphs. In such cases, it is better to resort to two stage approval of large projects. In the first stage, on the basis of the project report prepared to the extent possible, using limited resources and appraisal thereof, approval is accorded for hiring consultants for preparing detailed project report, which is duly appraised and if found feasible, the project is again put up for approval and implementation. 

3.2 However, in two stage approval, where external consultants are appointed, it is necessary to avoid clash of interests, by making it clear that the consultant preparing the project report will not be eligible to quote for management consultancy of the project in question (such consultants in appreciation of their good work may be accorded some preferential treatment in management consultancy of another project in near future). The next chapter deals with appointment of consultants.

Chapter 2

Appointment of Consultants

Note:  
The Central Tender Board (CTB) of the Government of Mauritius has specific procedures for all work relating to all tenders where, value of work and/ or asset exceeds prescribed limits. The present Guidelines have been prepared to be applied within the framework of the CTB. In case, there is any discrepancy between these Guidelines and the procedures as laid down by the CTB (or the Financial Handbook); procedures of CTB (or the Financial Handbook) shall prevail. 

1.0 Introduction:

For the purposes of Physical Asset Management, the services of consultants would normally be required for acquisition of capital projects for any or all of following services:

· Preparation of Feasibility Reports

· Detailed Designs, Architectural services and finalizing specifications of specialized equipment 

· Supervision and/ or management of implementation of the Capital Projects.  

2.0 Types of Consultancy Contracts:

Generally there are four types of Consultancy Contracts:

· Lump Sum Contract

· Time-Based Contract

· Retainer and/or Contingency (Success) Fee Contract
· Percentage Contract

2.1
Lump Sum Contract:


Lump sum contracts are used mainly for assignments in which the content and the duration of the services and the required output of the consultants are clearly defined. They are widely used for simple planning and feasibility studies, environmental studies, detailed design of standard or common structures, preparation of data processing systems, and so forth. Payments are linked to outputs (deliverables), such as reports, drawings, bills of quantities, bidding documents, and software programs. Lump sum contracts are easy to administer because payments are due on clearly specified outputs.

2.2 Time-Based Contract:


This type of contract is appropriate when it is difficult to define the scope and the length of services, either because the services are related to activities by others for which the completion period may vary, or because the input of the consultants required attaining the objectives of the assignment is difficult to assess. This type of contract can be used for complex studies, supervision of construction, advisory services, and most training assignments. Payments are based on agreed hourly, daily, weekly, or monthly rates for staff (who are normally named in the contract) and on reimbursable items using actual expenses and/or agreed unit prices. The rates for staff include salary, social costs, overhead, fee (or profit), and, where appropriate, special allowances. This type of contract shall include a maximum amount of total payments to be made to the consultants. This ceiling amount should include a contingency allowance for unforeseen work and duration, and provision for price adjustments, due to inflation and/ or change in foreign exchange rate. Time-based contracts need to be closely monitored and administered to ensure that the assignment is progressing satisfactorily and that payments claimed by the consultants are appropriate.

2.3 Retainer and/or Contingency (Success) Fee Contract:

Retainer and contingency fee contracts are widely used when consultants (banks or financial firms) are preparing companies for sales or mergers of firms, notably in privatization operations. The remuneration of the consultant includes a retainer and a success fee, the latter being normally expressed as a percentage of the sale price of the assets.
2.4 Percentage Contract:

These contracts are commonly used for architectural services. They may be also used for procurement and inspection agents. Percentage contracts directly relate the fees paid to the consultant to the estimated or actual project construction cost, or the cost of the goods procured or inspected. The contracts are negotiated on the basis of market norms for the services and/or estimated staff month costs for the services, or competitively bid. It should be borne in mind that in the case of architectural or engineering services, percentage contracts implicitly lack incentive for economic design and are hence discouraged. Therefore, the use of such a contract for architectural services is recommended only if it is based on a fixed target cost and covers precisely defined services (for example, not works supervision). 

In this connection an extract from the budget speech of the Hon. Deputy Prime Minister and the Finance Minister, for the year 2006-07 is reproduced: “we must end the incentive for consultants to tolerate or encourage cost overruns because their fees are a percentage of the total project cost.  Henceforth, fees must be fixed either as a lump sum or as a fixed percentage of the initial project value and not the actual amount spent.”

3.0 Conflict of Interest:


It is necessary that consultants provide professional, objective, and impartial advice and at all times hold the Government’s interests paramount, without any consideration for future work, and that in providing services, they avoid conflicts with other assignments and their own corporate interests. Consultants should not be hired for any assignment that would be in conflict with their prior or current obligations to other clients, or that may place them in a position of being unable to carry out the assignment in the best interest of the Government. Generality, consultants should not be hired under the following circumstances:

i. Conflict between consulting activities and procurement of goods, works or services: 


A firm that has been engaged by the Government to provide goods, works, or services for a project, or any of its components, should not be engaged for providing consulting services.  Conversely, consultants hired to prepare engineering design for an infrastructure project should not be engaged to prepare an independent environmental assessment for the same project. Similarly, consultants hired to prepare Terms of Reference (TOR) and/or detailed design for an assignment should not be hired for the consultancy for implementation of the assignment in question, or for subsequent contracts for providing goods, works or services resulting from or directly related to the firm’s consulting services for such preparation or implementation.

ii.  Conflict among Consulting Assignments:


Neither consultants (including their personnel and sub-consultants) nor any of their affiliates should be hired for any assignment that, by its nature, may be in conflict with another assignment of the consultants. Similarly, Consultants assisting the Government in the privatization of public assets shall neither purchase, nor advise purchasers of such assets. 

4.0 Steps in Employing Consultants:

The following steps are recommended for employing consultants:

4.1 Preparing Terms of Reference (TOR):

TOR shall define clearly the objectives, goals, and scope of the assignment and provide background information (including a list of existing relevant studies and basic data) to facilitate the consultants’ preparation of their proposals. If transfer of knowledge or training is an objective, it should be specifically outlined along with details of number of staff to be trained, and so forth, to enable consultants to estimate the required resources. TOR shall list the services and surveys necessary to carry out the assignment and the expected outputs (for example, reports, data, maps, surveys). However, TOR should not be too detailed and inflexible, so that competing consultants may propose their own methodology and staffing. Firms shall be encouraged to comment on the TOR in their proposals. The Ministry’s and consultants’ respective responsibilities should be clearly defined in the TOR. While preparing TOR, the issues mentioned in paragraphs 2.0 (Types of Consultancy Contracts- avoiding percentage contracts as far as possible) and 3.0 (Conflict of Interest) must be kept in view.

4.2 Preparation of Cost Estimate- The Budget:

Preparation of a well-thought-through cost estimate is essential if realistic budgetary resources are to be earmarked. The cost estimate shall be based on the Ministry’s assessment of the resources needed to carry out the assignment: staff time, logistical support, and physical inputs (for example, vehicles, laboratory equipment). Costs shall be divided into two broad categories: (a) fee or remuneration (according to the type of contract used) and (b) reimbursable, and further divided into foreign and local costs. The cost of staff time shall be estimated on a realistic basis for foreign and national personnel.

4.3 The Selection Procedure:

4.3.1 Technical Evaluation:

Each technical proposal should be evaluated (using an evaluation committee of three or more specialists in the sector), taking into account several criteria: (a) each proposal shall be firstly evaluated on the basis of its responsiveness to the TOR. A proposal must be considered unsuitable and should, therefore be rejected at this stage, if it does not respond to important aspects of the TOR (b) the consultant’s relevant experience for the assignment, (c) the quality of the methodology proposed, (d) the qualifications of the key staff proposed, (e) transfer of knowledge, if required in the TOR, and (f) the extent of participation by nationals among key staff in the performance of the assignment. Each criterion shall be marked on a scale of 1 to 100. Then the marks shall be weighted to become scores. The actual percentage figures to be used shall fit the specific assignment. The proposed weights (under major heads only) shall be disclosed in the tender document. The following weights are indicative:










Points


i) Consultants Experience in the field of assignment:

25



- Main Line of Activity





10



- Experience with similar projects



 5



- Relevant Experience in similar countries


 5



- Organisation Structure




 5


ii) Adequacy of proposed Work Plan and Approach


30



- Coverage and Appreciation of TOR



10



- Innovative approach





10



- Level of Detail & Adequacy of Work plan


10


  including sufficiency of staff

iii) Qualification and Experience of Key Personnel


35



- General Qualifications and Experience


15

   

- Relevant experience





20 

(The qualifications and experience of proposed key personnel in their curricula vitae, which must be accurate, complete, and signed by an authorized official of the consulting firm and the individual proposed.) 


iv) Consultants’ Reputation in Mauritius/ Ministry


10

4.3.2 Financial Evaluation:

All those consultants whose proposals meet the TOR and have obtained the minimum qualifying scores should be short listed. The financial quotations of only these short listed firms shall be opened. The total score shall be obtained by weighting the quality and cost scores and adding them. The weight for the “cost” shall be chosen, taking into account the complexity of the assignment and the relative importance of quality. The selected firm should not be allowed to substitute key staff, unless both parties agree that undue delay in the selection process makes such substitution unavoidable or that such changes are critical to meet the objectives of the assignment. If this is not the case and if it is established that key staff were included in the proposal without confirming their availability, the firm may be disqualified and the process continued with the next ranked firm. The key staff proposed for substitution shall have qualifications equal to or better than the key staff initially proposed.

4.3.3   Least-Cost Selection (LCS):

For assignments of a standard or routine nature (audits, engineering design of noncomplex works, and so forth) where well-established practices and standards exist, consultants should be selected by applying least-cost selection criterion. Under this method, a “minimum” qualifying mark for the “quality” is established. Proposals, to be submitted in two envelopes, are invited from a short list. Technical proposals are opened first and evaluated. Those securing less than the minimum qualifying marks are rejected, and the financial proposals of the rest are opened. The firm with the lowest quotation is then selected.

Chapter 3

Acquisition of Capital Projects

1.0 Introduction:

The Deputy Prime Minister and the Finance Minister during his budget speech for the year 2006-07 declared that: “-- my Ministry will not allocate resources to projects unless proper appraisals have been carried out to prove their feasibility.” It is, therefore essential that prior to implementation of a projects, following steps are undertaken:

2.0 Steps in Procurement:

i. Feasibility Report: Preparing Feasibility Report (as per guidelines given hereinabove).

ii. Appraisal: Technical, financial and economic appraisal of the project and selection of most appropriate alternative.

iii. Consultants: In case, services of consultants are required, the guidelines for selection of consultants hereinabove need to be followed.

iv. Detailed Designs: Once a project has been approved by MOF&ED, detailed designs, including specifications and bill of quantities (as per guidelines given hereinabove) have to be finalised by the consultants in collaboration with the administrative ministry, MPI and engineers of MOF&ED.

v. Tender Documents: Prepare tender documents as per the Guidelines of the Central Tender Board (CTB). However, the specifications, in addition to the requirements of CTB should mention major milestones (see para below), timeframe for achieving these milestones and liquidating damages for not achieving individual milestones and the project, and in certain cases, incentives for early achieving the same.

vi. Two Stage Bidding: For capital projects beyond a certain value (as decided and notified by Government and/ or CTB), it is necessary that two stage bidding process (including a prequalification stage and a final bidding stage from pre-qualified bidders) as per guidelines of CTB, be followed.

vii. Review: Once the contract has been awarded by the CTB, detailed activity monitoring of the contract as per guidelines given herein below.

viii. Evaluation: On completion of the project, post de-facto evaluation of the project.

3.0 Project Monitoring and Control:

3.1 Master Schedule:


The Master schedule, an important tool for project monitoring and control inter-relates all major elements and tasks of the project on a common time-scale. It provides a comprehensive picture of the entire project at a glance, without giving excessive details. It indicates the project duration and critical and major activities of the whole project. The Master Schedule gives start and completion dates of all important activities. The Master Schedule is a tool for assessing progress of the project for top levels, namely, the Accounting Officers of the Administrative Ministry, the Ministry of Public Infrastructure and the Ministry of Finance and also for the Ministers of these Ministries.

For the preparation of Master Schedules, following steps are required:

i. Division of project into subprojects,

ii. Identification of major design/ engineering activities, major procurement activities and major construction activities under each sub-project.

iii. Sequence of major activities in each subproject

iv. Duration of these major activities

v. Identification of major events or milestones

vi. Identification of interface activities.

In paragraph 4.1, Chapter IV (Feasibility Report- Financial Module), Section II of these Guidelines, it is stated that “It is important that the investment plan conforms to what is a realistic time schedule as per the manpower, financial and supply constraints as well as technical attributes of the project.” Thus the master schedule has to be prepared (at and included in) the feasibility report stage itself. However, it has to be updated and improved on the basis of signed contracts and in consultation with the persons and organizations involved in the project implementation.
3.2 Action Plan:

The project schedule, developed as per the preceding paragraph should be broken up further into quarterly action plans subproject wise, so that each player knows what is expected of him and when. The following format is suggested for the Quarterly action Plan:

Project:

Sub- Project:

	Sr. No.
	Activity
	Responsible Officer
	Week One

Dates
	Week Two

Dates
	------
	----


	Week Thirteen

	1
	
	
	-----------
	----------
	
	
	

	2
	
	
	
	-----------
	
	
	

	3
	
	
	
	
	
	
	


Activities should be so split that only one officer is responsible for an activity.

In case responsibility is of more than one officer, a responsibility table may be attached for that activity:

	
	

	
	
	
	
	
	

	Sr. No.
	 Activity
	Primary Responsibility
	Secondary Responsibility
	Other Officer Involved in the Activity
	Officer To be Consulted

	
	 
	 
	
	
	

	
	 
	 
	 
	 
	 

	
	 
	 
	 
	 
	 

	
	 
	 
	 
	 
	 

	
	 
	 
	 
	 
	 

	
	
	
	
	
	


3.3 Review:


In order to know the status of the project from time to time, to identify problem areas where decisions are required and to ensure prompt decisions and actions, it is necessary to review project implementation from time to time. For this purpose it is necessary that review meetings are held at least three levels.

3.3.1 Contract Level Review:

Normally, there are many contractors in each project: for supply of material, construction, erection, electrical work etc. The contract level meetings should be held on weekly basis. The following should be present in each of the meetings:

· Senior Representative of the Director of the Zone/ Area (Chairperson)

· Representative of the Consultant

· Representative of MPI/ ESD

· Representatives of Contractors

· In important meetings, where project is unduly delayed or has substantial cost overrun, representative of Ministry of Finance, Project Monitoring Cell.

The Quarterly action plan prepared as per para 3.2 above should form basis of the contract level meetings.

3.3.2 Director Level Meeting:

The Zonal/ Regional Directors should hold a monthly review meeting of all the projects under implementation in his region/ zone. The representation in this meeting would be similar to that of project level meeting (with more senior reps). However, the chairperson of the meeting should be the Director himself. The Representative of the Project Monitoring cell of the Ministry of Finance should normally not be necessary. The Master schedule and the milestones prepared as per para 3.1 above and the minutes of the contractor level weekly meetings should be basis for these review meetings. The proceedings of these meetings should be sent to the administrative Ministry.

Proformae that can be used for Monthly Progress Report:

	 
	 
	Form I
	 
	 

	 Monthly Progress Report

	 
	
	
	
	 

	Name of Project:
	
	
	 

	 
	
	
	
	 

	Sr. No.
	Description 
	Status:
	Work Done 
	Progress on 

	 
	of Activity
	!. Completed before  
	during the month
	Incomplete Activities

	 
	 
	this month
	 
	1. Satisfactory

	 
	 
	2. Completed in this
	 
	2. Not satisfactory

	 
	 
	Month
	 
	 

	 
	 
	3. Not Completed
	 
	 

	1
	2
	3
	4
	5

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	Form II

	Activities which need Special Attention

	 
	
	
	
	 

	Name of Project:
	
	
	 

	 
	
	
	
	 

	Sr. No.
	Milestones where problems have risen/ expected to arise
	Remedial Measures suggested   
	At what level action required
	Is Minister's Intervention required?

	1
	2
	3
	4
	5

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	
	
	
	
	

	
	
	
	
	


3.3.3 Ministry Level Review Meeting:

The monthly Ministry level meeting reviews all projects falling under the aegis of the Ministry. The Meeting should be chaired by the Accounting Officer of the Ministry and all senior concerned officers of various ministries and departments should be present in this high level meeting.

However, in order that the time of these senior officers is well utilised, the secretary of this meeting should prepare Exception Reports of all the projects for discussion in the meeting. This exception report should be different in each meeting as it should concern itself with the deviations from milestones of each project. The exception report should be in descending order of variations in milestone achievements of projects i.e. the project with maximum variation from targets in milestone occupying the first spot in the report and so on. In addition, the secretary of the meeting should review the minutes of the Director level meetings and bring out issues requiring urgent intervention for each project figuring in the Exception Report. Suggested format for issues requiring intervention is given below:

	Proforma for Reporting issues causing delays

	Sr. No.
	 Division/Department
	Item
	 Officer Responsible/Where pending on date. 
	Date on which item reported to officer of col. 4
	Original date of completion
	Likely date of completion
	Remarks including action expected (officer col. 4)

	 
	 
	 
	 
	 
	 
	 
	 

	1
	2
	3
	4
	5
	6
	7
	8

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 

	Note: It is suggested that in addition to the notes for the meeting, details in the above format 

	 
	be placed before the Committee
	 
	 
	 
	


4.0
Project Plan Revision:

In the budget speech for the year 2006-07, the Hon. Deputy Prime Minister and the Finance Minister, stated that, “excessively high and unjustified cost overruns on capital projects will not be tolerated.  We will look into ways to identify and bar dishonest contractors and suppliers from applying for government and public sector contracts.” 
To achieve these goals set out by the Hon. Deputy Prime Minister, it is essential that cost overruns of projects must be reviewed and approval of revised project plans should follow a set procedure.

The Project reports are basically blueprints for achieving certain goals within the allocated resources of time and money. These plans are based on certain assumptions. However, during actual progress of the project, many of the underlying assumptions may undergo significant change. These may be due to change in scope, change in design, natural factors and fluctuations in exchange rates and prices. Most of these are normally considered independently, however, in case of changes beyond limits set by Government (in these guidelines cost and/ or time overruns by 15 or 20% of original estimate as decided by Ministry of Finance), an integrated view by the Ministry of finance is necessary. Based on the revised project plan, it may be necessary to reappraise the project, for the Government to look at the project in totality and take appropriate decision. 

4.2 Objective and Contents of Revised Project Plan:

The objective of the revision of project plans is to review the changes in scope, in technical details (designs, specifications etc.) and increase/ decrease in costs and make necessary amendments in the project document. The frequency of such revision should be annual. However, whenever the cost estimates exceed preset limits (to be decided by Ministry of Finance say 15 or 20%), this review should be mandatory, irrespective of time factor.

The revision plan should indicate the following:

· Description of original and revised physical assets, including land, building, machinery etc., with justifications for change,

· Original and revised target dates for all activities with reasons of delays.

· Original and revised cost estimates for each item with reasons for change,

· The original and revised financial plan, with sources of funds,

· Summary statement for top management (Accounting Officer/ Minister/ Ministry of Finance).

4.2.2 The format for reporting delays:

Time Overrun Analysis Sheet 

	
	Particulars
	Date as per original contract
	Actual Date
	Time overrun
	Remarks

	1
	Delay due to change in scope
	
	
	
	

	2
	Delay in design and its approval
	
	
	
	

	3
	Delay in handing over of site
	
	
	
	

	4
	Natural causes
	
	
	
	

	5
	Delay on contractor’s part.
	
	
	
	

	6
	Delay due to late release of funds
	
	
	
	

	7
	Any other reasons
	
	
	
	


4.2.3 Analysis of delays:

The activities causing delays have to be divided in two categories: One for activities falling on the critical path and those that are not on the critical path. Delays in activities falling on the critical path have to be further analysed with necessary actions to minimize delays in overall execution of the project. However, it also needs to be kept in mind that further delays in activities not on critical path may bring them on critical path.

4.2.4 Format for analyzing Cost overruns:

Cost Overruns Analysis Sheet

Title of project: ------------------------

Sub-Project:- ----------------------------

Divide cost overruns into following categories contract wise:-

1
Increase due to change in scope (item wise): -


-What was the original scope of the sub-project?


……………………………………………………………………………

-What is the revised scope?


………………………………………………………………………………… 

-Need and authority for change in scope.


…………………………………………………………………………………

-Cost of change.


…………………………………………………………………………………

2.
Increase due to change in specifications of the sub-project (item wise):-

-What were the original specifications?


……………………………………………………………………………
-What are the revised specifications?


………………………………………………………………………………………………………………………………………………….. 

-Need and authority for change in specifications.


…………………………………………………………………………………

-Cost of change.


……………………………………………………………………………

3
Increase due to change in quantities of the sub-project:-

	Sr. No.
	Item
	Original Quantity
	Revised Quantity
	Unit
	Cost/ unit
	Change in cost
	Remarks (Reasons for change)

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	Total
	
	
	
	
	
	


4.
Increase due to change in Foreign Exchange rate. (give details)…………………………………………………………………………………………………………………………………………………………
5.
Increase due to price change (excluding impact of change in FE rate)

	SSr. No.
	Item
	Price on the date of original report 
	Market Price on date of revision
	Quantity
	Total change in cost

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


6.
Any other items that have affected the execution of the project (with details):-

7.
Summary Table:

	Sr. No.
	Sub-project
	Change in scope
	Change in specifications
	Change in quantities
	Change in Foreign Exchange rate
	Any other items

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Total
	
	
	
	
	
	


Chapter 4

Procurement of Equipment


The Government of Mauritius has legislation and specific procedures for all work relating to procurement for different value of the assets. The present Guidelines have been prepared to be applied within the framework of the legislation and rules. In case, there is any discrepancy between these Guidelines and the procedures as laid down by the law (or the Financial Handbook), prescribed procedures shall prevail. 

1.0 Introduction:

Generally, the principles of procurement of equipment of any type have to follow the same principles and procedures as have been detailed above in introduction, planning for acquisition of physical assets and in procurement of capital projects. In brief, these are:


The decision to acquire an asset is made after consideration of the alternatives to asset ownership. It is based on a comparison of the lifecycle costs, risks and benefits of each alternative. The alternatives include both ‘non-asset’ solutions and the various methods by which assets may be acquired.

2.0 Alternatives to Asset Ownership:


An integral part of effective asset management is consideration of program delivery options which reduce the need for ownership of assets by the Government.


Successful ‘non-asset’ solutions can reduce or defer the requirement for new assets with advantages in terms of reduced management effort and the release of capital funds. The adoption of non-asset solutions is becoming increasingly important as:

· changing expectations and technologies can prompt proposals for new assets where existing assets could continue in service unchanged;

· asset requirements change over time with changing program requirements; and

· expenditure on fixed assets constrains expenditure in other areas.

These trends have encouraged a number of public and private sector organisations to divest themselves of assets, moving to less asset intensive styles of operation. This approach provides greater flexibility in the face of change.

Considerations in the search for non-asset solutions include;

· contracting-out the function to a service provider which will provide the assets itself;

· redesign the service to reduce demand on assets - for example, use of telephone-based services;

· reduce demand for the service itself - for example, by implementing user-charging regimes; and

· increase the utilisation of existing assets - for example, sharing facilities between various zones/ departments within a ministry and/ or across ministries, where feasible.

3.0 Lease Versus Buy:

3.1 The decision to lease or buy an asset is an issue where the market can provide generic assets to meet required service needs. There are two principal types of lease available - the ‘finance’ and the ‘operating’ lease;

3.2 The finance lease is effectively a vehicle for financing the purchase of an asset. The lessee takes on most, if not all, the risks and benefits of ownership of the asset. From this viewpoint the use of a finance lease is not significantly different to ownership. The major point of distinction between outright purchase of an asset and the use of a finance lease to ‘acquire’ the asset is that the ‘capital’ cost is able to be spread out over time. This is argued as a benefit of the finance lease.


However, for Public Sector, the implicit interest cost in the finance lease will generally be higher than the cost of funds to the Government - the use of a finance lease may therefore have adverse value-for-money consequences. 

3.3 Operating leases also have an implicit interest cost. The main benefit of these types of lease is that the lessor retains the risks of ownership. As they are generally short-term, they also provide greater flexibility to adapt to change. The advantages of leasing include:

·  increased flexibility to change ‘asset solutions’;

·  reduced need for large, lumpy capital outlays; and

·  isolation from short-term fluctuations in market supply and values.

However, there are some implicit costs as well:

·  penalty clauses for early termination of finance leases;

·  higher implicit interest costs in leases compared to cost of funds to the Government; and

· dependence on the market to supply assets may lead to long-term exposure to market cycles. 

3.4 The decision whether to buy or lease will also depend on Life-cycle costing, which has to be determined on similar lines as has been demonstrated in the next paragraph.

4.0
Life Cycle Costs:

4.1 The relative significance of capital and recurrent costs as a proportion of total life-cycle costs depends on the nature of the asset. Thus, the cost of operating and maintaining an asset over its useful life can often be greater than its acquisition cost. The use of full life-cycle costing in evaluating alternatives is, therefore, imperative to ensure that overall programme costs are recognised and minimised.


Life cycle costing is a logical, systematic process for estimating the total cost of an asset from its conception to its disposal.


As has been stressed in these guidelines, the life-cycle costing should include an assessment of the cost of planning; acquisition; operation & maintenance and disposal.

Life-cycle costing should blend all of the known costs over an asset’s life into a coherent view of the true overall cost of the asset to the Government. Actual costs should be continually measured. This will provide a baseline to estimate costs for future acquisition of assets and also provides the data with which to analyse the performance of existing assets against predicted life-cycle costs.

4.2 Example of Total Life Cycle Costing:

a. Establish cost profile:

	
	Option A 
	Option B

	Capital (purchase price)
	MR 96,000 
	MR105,000

	Recurrent (over 10 years):
	
	

	Operating cost
	MR 1500 pa 
	MR 800 pa

	Major Maintenance
	MR 2100 after 3 yrs 
	MR1500 after 3 yrs



b. Calculate Cost using Net Present Value:


Select discount rate - presently 8% and compute Present Value of costs over the asset life


c. Compare Present Values

Option A = MR 107,940

 Option B = MR 107,350

In this example the asset with the lowest acquisition cost does not have the lowest total life-cycle cost.

5.0
Standardisation:


The Ministry of Health and Quality of Life is divided into five Regions; each Region has, in addition to hospitals, a number of Area Health Centres, Community Health Centres and Health Offices (Bureaux Sanitaires) under their jurisdiction. Ministry of Education and Human Resources is divided into four zones. Each Zone has a number of primary and secondary schools and other institutes under its jurisdiction. Similarly other Ministries and departments are also decentralized. It is natural to fix standardised lists of assets that may be required to be supplied in such institution; the numbers of different categories of assets will depend on the number of beneficiaries, employees, etc. Of course, specialised institutions/ departments will need additional and/ or specialised assets. 

Similarly, the Government may fix standards for office space, office furniture and equipment etc. to be allocated to different categories of officers. These standards should take into account that modern offices all over the world are compact and utilitarian in view of desired efficiency and economy. Any requirement raised by an office should indicate the norms of Government and existing facilities to justify additional demand in any particular year. As a result of standardization, the procurement of all standardized items should be centralized to take advantage of economies of scale.

The Ministry of Education and human Resources took the initiative in the Central Action Committee on Physical Assets and have devised norms for Physical Assets in primary and secondary schools. Format for indenting Equipment in State Secondary Schools/ State Colleges for year 2006 is as below:

Annual Requirements – Year 2006


Paper 05/03/08

Ministry of Education and Scientific Research- Zone -----

Requirement of Equipment in State Secondary Schools/ State Colleges


Name of School-----

Existing Forms (2005)

Subject Department

No. of Specialist Rooms (excluding demons. Rooms): ---
Name of Responsible Officer

	Sn
	Item Name
	Specifications
	Ledger Folio
	Qty. In Stock
	Qty Usable
	Qty. as per std. list
	Additional Qty. requested
	Justification
	Add. Quantity Approved

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	


Date------

Signature of Responsible Officer -----------






Signature of Rector -------------

Tel. No: --------

Similar forms need to be devised by all Ministries after devising standards for different Zones/ Regions/ police stations/ offices etc. under their jurisdiction.

6.0 Issues in Procurement:

6.1 Raising the requirement:


The user department is expected to raise the requirement as per the procedure laid down by the Government. However, as stated above, in case of standardized equipment, a proforma similar to one given in paragraph 5.0 in this chapter should be prescribed and filled in. In addition, in all cases, justification must indicate how the work is being carried out at present and whether non- asset solutions have been considered (paragraphs 2 & 3 of this chapter). It should also be indicated, whether as a result of procurement of the equipment under consideration, any equipment will become surplus and if so, whether the equipment being rendered surplus can be used else where (for example at a place where there is a lighter load or where equipment of older specifications can be utilized). In such a case a plan of shifting/ disposing the surplus equipment should be indicated.


6.2 Specifications: 


Writing too detailed technical specifications more often than not defeats the very purpose for which they are written as most often, the suppliers simply copy the tender specifications in their quotation as they know very well that checking the equipment against such detailed specifications is very difficult. It is therefore, necessary that the specifications have following elements:

i. User Orientation: Specifications should be user oriented, that is, the specifications should define the desired output from the equipment in detail. These should, therefore, be written by the user. Such specifications are easily verifiable.

ii. Quality Standards: Specifications should indicate the international standards (may be 2 or more, for example, UK, USA, EU and others) to which the equipment should conform). The prospective suppliers in their technical bid should also indicate if they have any international certification (ISO 9000, FDA, TUV, CE and others). In case of Ministries, where large value equipment are procured every year, (e.g. Ministry of Health), a procurement specialist with in depth knowledge of such equipment may be appointed.

iii. Consumables and Spares: In order that various quotations should be amenable to life cost evaluation, the specifications should include requirement of annual consumables and major spares that may be required during recommended life time of the equipment as well as the list of spare parts recommended to be ordered along with the equipment. In case, later it is found that the supplier gave wrong information on these items, that supplier should be black listed for a number of years to be decided by the Government.

iv. Restrictions: Any space and/ or user restrictions must be indicated - the equipment may not be larger than the space available or be too cumbersome (for mobile equipment) or too complicated for use by available technicians.

v. Country of Origin – Not to be asked: It has been a practice in this country to ask for country of origin for most of the equipment. This was a right practice earlier. However, with the globalization, it is no longer desirable to insist on this clause, as most of multinationals outsource components of their equipment from a number of countries. What is important is that equipment must adhere to quality standards as mentioned in sub-paragraph (ii) above.

6.3 Two Stage Bidding:

For highly technical equipment, it is necessary to resort to two stage bidding as is done for capital projects.

6.4 History of major Suppliers:

It is essential that a history of all major suppliers is built up so that only those suppliers that adhere to their obligations are awarded future contracts. This can be done in two steps:

i. At the time of receipt of equipment user should be asked to give his views on a user satisfaction form. The Ministry of Education and Human Resources took the initiative in the Central Action Committee on Physical Assets and have devised such a form. This form not only keeps track of supplier but also ensures that concerned officers do the job properly. Format of user satisfaction form is given below. 

ii. History of repairs and maintenance is kept track of through proper entries in the on – line Asset Register (see chapter on On - Line Asset register).

User Satisfaction Form

Date: _____________

From: Head Teacher/Rector/OS _________________School/College: ______________

To:     Director, Zone: ________________________

           (Attn: Principal Purchasing and Supply Officer)




This is to certify that we have received the under mentioned equipment and the following features have been verified:

1. Description of equipment: __________________________________________________

2. Make/Model:
          ___________________________________________________

3. Serial No:

          _________________________________________________________________

4. Reference of receipt voucher: SFI_______________________________________         


         SF5_____________________________________

5.
Name of Supplier: ___________________________________________           

6.
Are all Accessories provided?

7.
Guarantee period:_____________________________________________
  

8.
Training provided:
 


Yes         or No       (tick where necessary)

9.
User & Service Manuals provided
Yes
  or No        (tick where necessary)

10.
Installation done:



Yes        or No        (tick where necessary)

11.
Copy of letter of award provided: 
Yes        or No        (tick where necessary)

12.
Commissioning done:


Yes       or No        (tick where necessary)

13.
Are you satisfied with the equipment? 
Yes       or No        (tick where necessary)

If No, please state reasons: 

_____________________________________________________________________

Rector’s Signature

[image: image5.wmf] 
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 Management System

Chapter 1

Introduction

1.1  An adequate asset register is integral to effective asset management. It is the basis of an asset management information system and should contain relevant data beyond that required for financial reporting.

1.2  The Features of a good asset register are:
· Integration to the extent practicable with purchasing and payments systems;

· Asset data is:

· updated as transactions and events occur (i.e. on an accrual basis);

· regularly reconciled with acquisition data;

· readily available to asset managers ‘on-line’;

· structured to allow different classifications of assets to be distinguished;

· Financial data on assets is maintained down to the level which is important to decision-makers; and

· Clear identification of the individual, or section/ department, responsible for the asset.

· The asset register should contain non-financial data on acquisition, identity, accountability, performance and disposal 
Thus, the objectives of the on-line computerised Asset Register are to build a database of all physical assets in the public sector and to provide effective and efficient tracking of all assets: buildings, equipment and vehicles from procurement to disposal, in the Public Sector.

1.3
Scope:


The on – line asset register covers different steps involved from the acquisition of the equipment and accessories till the disposal stage including purchase, maintenance and repair costs.  It does not cover tender and purchase transactions. Some of the functions of the on-line asset Register are:

· To provide an asset register for recording all information concerning physical assets,

· To perform better tracking and follow-up of  the physical assets in the Public Sector 

· To detect fraud and loss of Assets.

· To gather statistical information in order to facilitate auditing.

· To monitor movement of physical assets within department and ministries.

· To forecast budget expenditures on physical assets.

· To assess the budget incurred in the repair of physical assets in the public sector.

· To provide rapid response to queries.

1.4 Benefits of Computerized Asset Register.

With a computerised system, management information reports can be generated to help management to:

· Better manage the Physical Assets in the Public Sector.

· Assess the budget incurred in the purchase, and repair and maintenance of Physical Assets by summary financial reports that will be generated in the system.

· Detect fraud or loss of assets by providing information on full history of movement, transfer or interventions on individual assets.

· monitor the movement of assets from one ministry to another.

· Provide up- to- date statistical information on physical assets.

1.5 Development of Software and its Availability on Line:

Based on above criteria and advantages, the software for the on – line Asset Register has been developed on two platforms: on Microsoft Access for pilot project purposes, for training and for removing any problems that may arise and on oracle for making it online and use throughout Government. This software on Microsoft access platform was modified version of a free software made available by Adviser, MAB. The staff of the three pilot Ministries (Ministry of Health and Quality of Life, Ministry of Education and Human Resource Development and Police Department) and the Ministry of Local Government and the Purchase and Supply cadre were trained in inputting data on this software and initial problems were solved. Now that the Oracle software is reported to be available on Government On - Line System, the pilot project for the same is under trial at the Jeetu Hospital. With this the On – Line Asset Register can be used throughout the Government. However, this will require further intensive training of trainers in each Ministry by CISD and further within each Ministry by these trainers.

The next Chapter describes the features of the software developed as above.

Chapter 2

Features of the Computerised Asset Management System

2.1 Input details for the system:

Reference information

2.1.1 Operators: 


Users of the on – line Asset Register have to be created and monitored by the systems administrator.  The respective department code is attached to the user of the system.
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2.1.2 Ministries/Departments:  

A list of Ministries and Departments is available drop down. The list is updated as and when required. 

2.1.3 Types of Assets:

This is the first level of asset type defined in the system and is to be used when recording asset name plate information.

Assets are further categorized down to 2 more levels as follows:
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2.1.4 Locations:

Locations within a department are also defined and codified to allow ease of identifying the physical location of an asset by a simple click of the mouse[image: image9.png]=181 x|
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2.1.5 Suppliers:

List of asset suppliers/contractors should be pre-defined or specified when asset details are captured. 
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2.1.6 The list of users dealing with movement, acquisition or interventions of assets is also defined in the system.
2.1.7 Asset Status:

The following table defines the status of an asset at any given time. This is updated at every change in the status throughout its lifetime:
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2.1.8 Asset data capture (store officer):

Main asset detail, the maintenance agreement and parts information are captured in the following data capture e-form:
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2.1.9 Movement Record: 

The following form is basically used to issue a movement record for an asset (office superintendent):
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2.1.10 Intervention on Assets: 

All interventions (maintenance work) on assets will be recorded in the system. (the office superintendent will be responsible for this task).


First of all, an intervention request has to be generated, where the problem with the asset will be recorded. The form will be printed and will be either sent to the maintenance department or to the supplier, as required.
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Once the work order is raised, the following form will be printed:
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The maintenance work will be carried out by the respective officers and intervention details and follow-up details will be input in the system in the following form:
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The follow up details will be recorded in the form below:
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The system allows multiple assignment of workers or suppliers on an asset intervention:
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The direct issue of parts in connection with an intervention will also be recorded at the time of issue:
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Once intervention is successfully done and asset repaired, details on intervention closing will be recorded.  The actual start and end date and estimate start and end date recorded to assess the delays in maintenance work.  The preventive maintenances carried out on the assets have also to be recorded.
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The returned parts details following an intervention are also recorded in the following form.  This will provide exact details about defective returned parts:
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2.1.11 Preventive Maintenance:

Preventive Maintenance (PM) work will be scheduled on weekly, monthly, quarterly, half yearly or annually as required for all equipment
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Scheduling of preventive maintenance has to be done either by asset or by asset location.  The following will be recorded:

· Tasks to be effected for the preventive maintenance work. The tasks list has to be recorded at the time of purchase of equipment.

· The frequency, target completion date and next start date of the PM work should be recorded, and useful reports can be extracted from these data.
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The form above will be used to record parts issued and received by stores.
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2.1.12 Disposal of Assets


Disposal methods:

· 
Inter-ministerial or inter-departmental Transfer 

· 
Write off

· 
Sale

· 
Scrap

The following form allows the user to input disposal transactions for assets that have to be disposed. This can be called from the intervention form also, in case an asset needs to be scrapped after an intervention.

In case the asset is to be transferred, the receiving ministry/dept is specified and the status of asset is changed to “Transferred-Awaiting Confirmation”

Otherwise, for other methods of disposal, the asset will have the corresponding status but will be still on the database to allow queries on scrapped or inactive assets.
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Once an asset is transferred from one department to another, the receiving department should acknowledge the transfer in a form which automatically displays the list of assets that need acknowledgment:
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At this stage, the status of asset will be changed to “Transfer Confirmed”.

2.2 Output proformae:

The system can generate a number of outputs in different forms to assist the decision makers. These outputs are query based and hence similar other outputs can be generated as per need.

Asset Label:

An Asset Label shall be generated for each asset. This label shall be pasted on the Asset. It is recommended that in the next stage a bar code be inscribed on the asset label. Bar code when scanned shall provide all necessary information of the asset. For this purpose Bar code generating machines shall have to be procured.

Some of the output proformae designed are:

Output Form 1:

 List of Assets Acquired by Category.
	Sr. No.
	Asset category
	Asset number
	Description
	Purchase date
	Commissioning date
	Purchase Price

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	Total Purchases 
	
	
	
	
	


Output Form 2

List of Assets and Accessories by value:

	Sr. No.
	Parent asset no
	Description
	Accessory asset no
	Accessory description
	Date purchased (Accessory)
	Purchase Price

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	Total Purchases 
	
	
	
	
	


Outtput Form 3

List of Assets ending Warranty in next three months:

	Sr. No.
	Asset number
	Description
	Purchase date
	Commissioning date
	Ending warranty

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


Output Form 4

List of Assets ending Maintenance Agreement in next three months:

	Sr. No.
	Asset number
	Description
	Start period
	End period
	Operating condition

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


Output Form 5

List of Assets by Location in the Department:

	Sr. No.
	Location code
	Description
	Asset number
	Asset description
	Operating condition

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


Output Form 6

List of Assets under Repair by location in the Department

	Sr. No
	Location code
	Location Description
	Asset number 
	Asset description

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


Output Form 7

List of Assets Scheduled for Preventive Maintenance (PM) by location

	Sr. No.
	Location code
	Location Description
	Asset number
	Description
	When PM scheduled
	Request date 

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	


Output Form 8

List of Interventions by Period

	Sr. No.
	Asset number
	Description
	Location code
	Intervention date
	Problem
	Action taken
	Date Completed
	Cost incurred

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	


Output Form 9

List of Interventions with Part Replacement by Date

	Sr. No.
	Asset number
	Description
	Intervention date
	Problem
	Parts replaced
	Cost of parts
	Labour costs
	Total Cost

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	


Output Form 10

Intervention History
	Sr. No.
	Asset number
	Description
	No of interventions
	Total Parts cost as at date
	Total Labour cost as at date
	Total cost as at date

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	


Output Form 11

List of Assets under Warranty by Ending date of the Warranty, by supplier, by type of Equipment

	Sr. No
	code
	Description
	Supplier code
	Supplier description
	Date start of warranty
	Date completion of warranty
	Remarks

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


Output Form 12

List of Assets under Maintenance Contract by Ending date of the Contract, by supplier, by type of Equipment

	Sr. No
	code
	Description
	Contractor code
	Contractor description
	Date start of Contract
	Date completion of contract
	Remarks

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


Output Form 13

List of Assets by Supplier with Remarks

	Sr. No
	Supplier code
	Supplier description
	Equipment Code 
	Equipment Description
	Remarks of user on supplier

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


Output Form 14

List of Assets by Maintenance Contractor with Remarks

	Sr. No
	Contractor code
	Contractor description
	Equipment Code 
	Equipment Description
	Remarks of user on Contractor

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


Output Form 15

Request for Repair by date
	Sr. No.
	Asset number
	Description
	Request number
	Request date
	Remarks 

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


Output Form 16

Movement History of Assets within Department
	Sr. No
	Asset number 
	Description
	Location from
	Location to
	Date moved
	Book Value

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	


Output Form 17

List of Assets Transferred to another Ministry/ Department

	Sr. No.
	Asset number
	Description
	Receiving dept
	Operating condition
	Date transferred
	Book Value

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	


Output Form 18

List of Assets Disposed

	Sr. No.
	Asset number
	Description
	Name of Buyer
	Operating condition
	Date Disposed
	Book Value
	Value Received

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


Output Form 19

List of Assets Scrapped/ Written Off

	Sr. No
	Asset number
	Description
	Scrapped or written off?
	Date scrapped
	Operating condition
	Book Value

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	


3.0 Work Flow Chart:

Given below is a flow chart designed for Asset Register for Bio-medical Equipment at Jeetoo Hospital. This chart also gives the responsibilities of officers. Similar charts have to be designed for other Departments/ Ministries. 

FLOW-CHART FOR THE IMPLEMENTATION OF ASSET MANAGEMENT(BIOMEDICAL EQUIPMENT) AT JEETOO HOSPITAL
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Chapter 1

Introduction

1.0 Integrated Performance Report:

Ministries should establish systems and procedures which monitor and report on the performance of assets. A useful reporting format is the Integrated Performance Report which captures and consolidates this information by type or class of asset.

Assets Performance:

· Physical Condition



· Functionality 



· Utilisation



· Financial Performance

Ministries should establish systems and procedures which monitor and report on the performance of assets.

A useful reporting format is the Integrated Performance Report which captures and consolidates this information by type or class of asset. The output proformae given above in the section of on line Physical Asset Register should be used. In addition a consolidated monthly report from zonal/ Area/ Departmental Offices should be sent to the Administrative Ministry and a summary quarterly report should be sent by the Administrative Ministries should be sent to the Ministry of Finance in the following proformae:

Form 20

Physical Asset Management

Ministry/ Department: -----

Status of Assets

	
	Status of Assets

	Asset No
	Type of Asset
	Nos.
	Good


	Average


	Poor (See Form 21

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


Form 21

Report on Poor Assets

	Asset No
	Asset Details
	Since when not in use
	Repairs/disposal
	Date request for repairs/Disposals
	Where pending

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


2.4.3 Performance Accountability

Officers have to be nominated as responsible officers for each category of assets. These officers have to be responsible for physical condition, use, functionality and financial performance of the assets they consume. This requires regular inspection and assessment of required maintenance costs.
· How effective is the asset? 

· Indicators include user satisfaction, and level of availability when required.

· How intensively is the asset used?

· Hours of operation, kilometers travelled, floor space occupied, are examples.

· Indicators should include the cost of operating the asset, or of maintenance, as ratio of capacity. 

Chapter 2

Preventive Maintenance of Government Buildings

1.0 Introduction

Buildings are considered to be one of the most important assets of any government and it is very important that they are properly maintained. With this in view, a sub-committee was set up to prepare guidelines on maintenance of government buildings. These Guidelines are based on the Report of this subcommittee. The sub-committee comprised representatives from the Ministry of Public Infrastructure, Land Transport & Shipping, Energy Services Division, Ministry of Health & Quality of Life and Ministry of Finance & Economic Division. The subcommittee mainly studied the problems being encountered by the Ministry of Health and Quality of Life for maintenance of buildings. Present guidelines are base on the Report of the Subcommittee. The Report is presented in Volume 2 of the Guidelines as Appendix. Ministries and Departments, other than the Ministry of Health and Quality of Life are also expected to follow these guidelines with minor modifications, where required. 

The following guidelines are presented:

(i) Maintenance Programmes for own Buildings
(ii) Maintenance of Electrical Equipment

(iii) Maintenance of Mechanical Equipment

(iv) Maintenance Programmes for Rented Buildings

(v) Maintenance of Mechanical Equipment for Rented Buildings

(vi) Maintenance of Electrical Equipment for Rented Buildings
2.0 Maintenance Programmes for own Buildings

A maintenance programme presents an organizational activity carried out in order to prolong the life expectancy of buildings, its furniture and equipment. Maintenance is a continuous operation to keep the building, furniture, and equipment in the best form for normal use. The maintenance programme should be systematic and pro-active to prevent the need for repairs. It should have a sufficient staff and budget for proper maintenance.

A maintenance programme should ensure that the building can: 

· Function at its designed level at all times. 

· Function during the normal life span of the building. 

· Resist the effects of an extreme natural event like floods, and cyclones.

The maintenance of the building is a daily activity of the institution and its personnel. 

Usually, the Ministry of Public Infrastructure undertakes major maintenance projects. The normal maintenance and minor repairs are carried out by the personnel of the Ministry/ Zone/ Area/ Department.

The maintenance programme comprises of three basic components: 

· Organization  

· Inspection, and  

· Maintenance plan. 

2.1 Organization:

The organizational structure of the maintenance programme should clearly define duties and responsibilities. Avoiding large and complex structures is highly recommended. The success of a maintenance programme depends on the ability to be organized and keep track of all activities included in the programme. 

2.2 Inspection

A preliminary building inspection should be conducted in order to prepare a maintenance plan. The information gathered during the preliminary building inspection is the basis for the maintenance programme. 

The preliminary inspection is intended to assist in the evaluation of the overall condition of the building. If a problem occurs, some adjustment in the maintenance programme may be necessary, and decisions about what corrective measure to take for remedying the problem should be made.  New inspection should be performed if a major change occurs to the building, such as, when a hazardous event, like fire, accident etc. occurs.

The inspection should start with simple observations of the inside and outside of the hospital, simply walking around the interior and the exterior, looking at it carefully. The following checklist should be used to determine which items require attention and then match the recommendations in the corresponding section to determine what action needs to be taken. 

The checklists are divided into sections based on the main areas of the building. 

Generally speaking, areas of a building are the following: 
· Structure 

· Roofing 

· Plumbing 

· Waste water

· Electrical/Mechanical 

· Grounds 

· Furniture 

· Equipment

In case major defects or concerns are observed in the preliminary inspection of a building, it is advisable to seek professional opinion from MPI

	CHECKLIST FOR BUILDING STRUCTURE

	Name of Department:
	Date of inspection:

	Building: 
	Signature:

	Component
	Conditions
	Remarks
	Location

	Identify the specific item accordingly with a description. Leave blank if the item does not exist. 
	Choose one.
	If unsatisfactory, describe the problem. 
	Where is the unsatisfactory component located in the hospital building?

	
	Satisfactory
	Not Satisfactory
	
	

	Columns/Beams/Walls
	 
	 
	 
	 

	Ceiling/Floors
	 
	 
	 
	 

	Doors
	 
	 
	 
	 

	Windows/glazing
	 
	 
	 
	 

	Water Supply/fixtures/ Water tanks
	 
	 
	 
	 

	Waste water
	 
	 
	 
	 

	Bathrooms
	
	
	
	

	Toilets
	 
	 
	 
	 

	Roof structure/ waterproofing/Flashing
	
	
	
	

	Driveways /Parking / Fencing/ gardens
	
	
	
	

	Furniture:
	
	
	
	

	
	
	
	
	


	2.3 BUILDING MAINTENANCE PROGRAM

	Name of Zone/Area/ Department:
	Date of inspection:

	Name of Building: 
	Name of person who filled out the form:



	
	ITEM
	TIME FRAME
	REMARKS

	1
	Exterior Painting
	Every 3 years
	 

	2
	Interior Painting
	Every 3 years
	 

	3
	Road markings of driveways and parking
	Every 3 years
	 

	4
	Resurfacing of driveways and parking
	Every 4 years
	 

	5
	Waterproofing
	Every 10 years
	 

	6
	Electrical (review all electrical installation)
	Every 2 years
	

	7
	Mechanical (review all mechanical installation)
	Every 1 year
	

	8
	Up keeping of the compound
	Every month
	


3.0 Guidelines for Maintenance of Electrical Equipment

3.1 This section contains schedule of maintenance for the following:


(1)
Electrical installations


(2)
Lifts


(3)
Water pumps


(4)
Mortuary


(5)
A/C units


(6)
UPS


(7)
Auto claves

For the efficient, smooth and cost-effective operation of all installations and equipment regular preventive maintenance is essential.  In hospital due to the nature of work and the extensive use of the equipment the task is more difficult and requires a meticulous planning.  These must be planned in such a way that the services of the hospital are not disrupted.  This means that all servicing and maintenance should be carried out at such time when the services will be least disrupted.


Due to the constraints imposed by the situation it is imperative that the maintenance and the servicing works be carried out professionally.  Some works may be carried out in-house such as cold rooms, mortuary, electrical installation, autoclaves, A/C units; water pumps whereas others such as standby generator, UPS and lifts may be contracted out.  In such cases close monitoring, as in case of acquisition of projects (Section 3, Chapter 3, of these Guidelines)  should be followed to ensure that the maintenance and servicing works are being done properly.

3.2 Schedules of Maintenance - Electrical Works:

To ensure

(i)
All drawings are available.

(ii)
Records of equipment: (1)
Standby generator





 (2)
Lifts





 (3)
Water pumps





 (4)
Mortuary




 (5)
A/C units





 (6)
Distribution boards





 (7)
UPS





 (8)
Auto claves

3.3 Electrical Works
3.3.1 Inspection checklist at commissioning and annually thereafter:

(i)
connection of conductors

(ii)
identification of conductors

(iii)
routing of cable in safe zones within mechanical protection

(iv)
selection of conductors for current-carrying capacity and voltage drop in accordance with design

(v)
connection of single pore devices for protection or switching in phase conductors only.

(vi)
correct connection of socket-outlets and lamp holders.

(vii)
presence of fire barriers and protection against thermal effects.

(viii)
methods of protection against indirect contract.

(ix)
prevention of mutual detrimental influence

(x)
presence of appropriate devices for insulating and switching.

(xi)
presence of under voltage protective device.

(xii)
choice and setting of protective and monitoring devices.

(xiii)
labelling of circuits, fuses, switches and terminals.

(xiv)
selection of equipment and protective measures appropriate to external influences.

(xv)
adequacy of access to switchgear and equipment.

(xvi)
presence of danger notices and other warning notices.

(xvii)
presence of diagrams, instructions and similar information.

(xviii)
erection method.

3.3.2 Testing checklist
(1)
continuity of ring final circuit conductor

(2)
continuity of protective conductors main and supplementary bonding

(3)
earth electrode resistance

(4)
insulation resistance

(5)
polarity

(6)
earth fault loop impedance

(7)
operation of residual current operated device

Note:
When a test shows a fault, that fault must be cleared.  The test must then be repeated, as the earlier tests carried out, could have been influenced by the fault.

3.3.3 Weekly Checklist

(1)
visual checks of all distribution boards


(2)
to blow inside DB for removal of dust particles


(3)
check for loose connections


(4)
test RCD for operation.

3.3.4 Uninterrupted Power Supply

a) Daily Check List

(i) Check all LCD display and LED indication

(ii) Check all alarms

(iii) Check if UPS is operating normally

(iv) Check if all plugs and sockets are secure

(v) UPS air cooling system

b) Monthly Check List
(i) As above in daily check list

(ii) Check if all connections are tight

(iii) Check all MCB

(iv) Check if all cells are clean and dry

(v) Check fans

(vi) Check rectifier and reserve supply

(vii) Check UPS output

(viii) Check and test all alarms

(ix) Check battery terminals

(x) Check battery state

(xi) Check accuracy of all meters

c) Quarterly Check List
(i) All the above as per daily and monthly check lists.

(ii) Check and test battery discharge voltage

(iii) Check and test discharging current

(iv) Check and test charging current

(v) Check and test charging voltage

(vi) To effect back-up test effected

(vii) Check and test isolating transformer

(viii) Check and test surge protector

3.3.5 Autoclave

a)  Weekly Maintenance
i. Lubricate door gasket with silicone spray

ii. Gasket - Look for cuts or sign of stitching

iii. Activate safety valve and check for leaks

iv. Correct cycle operation and test program

v. Visually examine filters and clean/replace where necessary

vi. Check all gauges for correct reading

vii. Clean chamber and door

viii. Drain boiler

b)  Quarterly Maintenance

i. Check all pipes for leaks

ii. Check pressure and temperature gauges for accuracy

iii. Grease door slides

iv. Clean out strainer

v. Test machine through all eyelets

c)  Annual Maintenance
i. Open all valves and check kits (replace if necessary)

ii. Check and clean steam traps

iii. Replace air filter dust cover (replace if necessary)

iv. Replace door gasket

v. Calibrate all pressure + temperature gauges

vi. Also carry out quarterly tasks during annual service

vii. Clean boiler (never used chemical compound)

viii. Clean of strainer

ix. Lubricate of vacuum pump

3.3.6 Standby Generators

The work shall involve the complete servicing and repairs of the generator set/s inclusive of the associated accessories installed.  These shall include inspection, servicing, cleaning of sets and surroundings maintenance as described below and as per the manufacturer’s recommendations attending to faults.  All repairs/maintenance shall be affected as described in the relevant manufacturer’s manuals.

a)  Weekly Check List

(i) Fuel oil level and top up if necessary (To inform Client 2 weeks in advance to make necessary arrangement for the provision of fuel oil).

(ii) Engine coolant level and top up is necessary or change.

(iii) Level of electrolyte in battery and top up as necessary.

(iv) Starter battery condition, voltage and specific gravity of electrolyte.

(v) Battery charger.

(vi) Loose electrical and mechanical connections tighten as necessary.

(vii) Lubricating oil level and oil leaks and top-up.

(viii) Condition of fan, alternator belts and their tension.

(ix) Battery terminals for corrosion.

(x) Abnormal noise or vibration.

(xi) Fuel leakage or high temperature.

(xii) Air cleaners

b)  Weekly Testing on:  

i. no load  -  10 minutes

ii. 50% load  - 10 minutes

iii. Full load  -  10 minutes

During testing to verify if:

(a) all engine instrument are functioning

(b) all meters are functioning

(c) all indicators are operating correctly

(d) all switches are functioning

(e) check and record current, voltage and frequency


These tests shall be carried out at a convenient time.

c)  Monthly checklist
(i) Carry out weekly servicing.

(ii) Drain sediment from fuel tank if necessary. 

(iii) Check: 
Radiator and clean it


Fuel solenoid is operating correctly

(iv) Inspect battery, charging alternator/dynamo and starter motor and maintenance as necessary.

(v) Check power distribution wiring and connections and tighten all bolts.

(vi) Check all contactors and clean all their contacts.

(vii) To test all generator off load.

(viii) Check and record voltage and frequency

(ix) Clean all battery cap vents

(x) Tighten all exhaust connection

(xi) Tighten all electrical connections

(xii) Drain water sediment from primary fuel filter

(xiii) Service and maintenance automatic change over panel

(xiv) Check alarm and shutdown devices

(xv) Check earth connections

d) Yearly check list
(i) Carry out monthly servicing

(ii) Check condition and tension of all drive belts change or adjust

(iii) Drain and replace lubricating oil

(iv) Drain and flush the coolant system and renew the coolant mixture

(v) Check turbo chargers

(vi) Check radiator and radiator air chargers coolers are clean and free from debris

(vii) Change fuel filter

(viii) Renew the rotor of the lubricating oil by-pass filter if fitted

(ix) Check mains fail system functional operation

(x) Check air filtration system and exhaust system

(xi) Check crankcase breather system

3.3.6 Lifts

a)  Daily Check List

· Check sensors

· Check doors and stops

· Clean door track

b)  Weekly Check List

· Visual check of controller and take appropriate action for any abnormality observed.

· 
Check protective device for re-opening of car doors.

c)  Monthly Check-up
· As in daily and weekly check lists above.

· Check oil level for hoist motor gearbox, top-up and remedy any oil leakage.

· Check governor.

· Check condition of wire rope and check groove of sheave.

· Clean machine room.

· Clean car top.

· Check oil level on main guides and replenish if necessary.  Grease guide of counter weight.

· Check door master operator mechanism

· Check landing door locks

· Check car gate lock

· Check for worn-out bearings for door hanger rollers

· Check lift alarm and standby lights

· Check landing and car door track and remove any debris

· Check protective device for re-opening of car door

· Check all switches, limit switches, call pushes and indicator lamps

· Check safety gear

· Check pulley for governor in pit

· Check all buffers

· Clean lift pit

· Clean lift machine room including control panel

3.3.7 Water Pumps

a)  Daily Check List


-  check if pump sets are operating correctly


-  check current & voltage


-  check for any mechanical defects


-  check for any abnormal heat


-  check for leaks

b)  Monthly Checklist

(a)  Check
(i)   electrical connection




(ii)  all joints & leaks




(iii)  guards




(iv)  valve sealing




(v)   pressure switches


(b)  Record all measurable parameters (if any)

c)  Yearly Servicing
· grease.

· treat with anti-rust primer the parts developing rust and paint, undercoat and gloss paint.

· service all control panels and contactors.

3.3.8 Cold Rooms
a)  Monthly checklist

(i)   Recording of low and high refrigerant pressures


(ii)  Tightening of all electrical terminals in the Control Panel


(iii) Recording of compressor’s amperage and voltage


(iv) Checking of refrigerant and electrical controls


(v)  Tightening of loose bolts and nuts on the units if necessary


(vi) Checking of the overall performance of the unit.


(vii) Greasing of movable parts


(Viii)  Cleaning of fan’s blades


(ix)     Checking of ball bearings and change if necessary


(x)      Checking of defrost heaters and drain heaters.

b)  Yearly Checklist
i. changing of ball bearings on condenser fan motor

ii. painting of necessary parts

iii. thorough cleaning of condensers

iv. topping of refrigerant

v. changing of all consumable parts

vi. changing of compressor oil

vii. adjustment of all refrigerant and electrical controls if necessary

viii.  cleaning or renewing of contactors

ix. printing and painting of drain pan

x. cleaning of electric fan motors

xi. greasing of all moving parts

xii. tightening of electrical terminals

xiii.  insulation test of electrical motors.

3.3.9 Mortuary Equipment

a) Daily checklist

Visual inspection of LCD display for

a. temperature

b. power

c. overall performance of unit

d. check current and voltage

b) Weekly Check List
a. visual inspection for daily checklist

b. noise level

c. refrigerant change if required

d. clean air filter

c) Monthly checklist

(i)   as per daily and weekly checklists


(ii)  as per weekly checklist


(iii) check all insulation and vapour seal


(iv) check for leakage


(v)  oiling of all moving parts


(vi) verifying vibration isolators and tightening of bolts.

d)  Annual General Servicing checklist

(i)   clean evaporators and condenser coil by pressure water jet

(ii)  cleaning and repaint all rusted parts (out door units, metal base supporting brackets casings etc. with antirust & gloss paint)


(iii) check refrigerant and recharge


(iv) check dryer and replace


(v)  lubricate all moving parts


(vi) check electrical connections

3.3.10 Servicing of Air-conditioning Units

a) Monthly Check List
· clean air filters

· check current



-   Refrigerant charge if required



-   Overall performance of unit



-   Insulation and vapour seal



-   check noise level



-   check for leakage



-   oiling of moving parts



-   verifying vibration isolators and lighting of bolt

b) Annual General Servicing Checklist

-   Clean evaporators and condenser coil by pressure water jets 


-   Lubricate moving parts


-   Clean and repaint of outdoor units, metal base


-   and supporting brackets with one coat of undercoat


-   and one cold galvanised paints


-   Check refrigerant and recharge

4.0 Guidelines for Maintenance of Mechanical Equipment

4.1 Maintenance checklist

(For pumps, generators, incinerators, plumbing system, lifts)

4.1.1Checklist for Pumps


Ensure that all the manuals are available.


a) Check daily

· Pump sets are operating correctly.

· There is no abnormal noise.

· Visible cracks.

· Abnormal heat.

· Leaks.

· Joints.

· Valve sealing.

· Guards.

4.1.2 Checklist for Generators


Repairs/Maintenance shall be affected as described in the relevant manufacturer’s manuals.



a) Check daily

· Cleanliness

· Fuel

· Oil level

· Coolant

· Leakage of oil, coolant

· Abnormal noise or vibration

· High temperature

· Air cleaners

· All instruments – meters, indicators, switches for proper reading


b) Check monthly
· Filters

4.1.3 Checklist for Lifts



The services of a Registered Machinery Inspector should be obtained.


Check

· Mechanical System – wire ropes, drum – weekly

· Abnormal noise – daily

· Doors and stops – weekly

· Clean door track – weekly

4.1.4 Checklist for Incinerators


Repairs/Maintenance shall be affected as described in the relevant manufacturer’s manuals.


Check

· Cleanliness – daily

· Fuel – daily

· Burner and Chamber – weekly

· Leakage (if any) – daily

· Door sticks – weekly

· Gauges (pressure + Temperature) for correct reading – daily

4.1.5 Checklist for Plumbing System


Check

· Rust – weekly

· Leakage – daily

· Vibration – daily
4.0 Maintenance of Rented Buildings:

4.1 Lease Agreement:

Due to the fact that clause in the lease agreement for rented buildings has loopholes regarding maintenance, the maintenance of these buildings generally remains unattended as no clear schedules for maintenance were defined in the lease agreement. Hence, lease agreement for all rented buildings should include schedules for maintenance of the building which will provide maintenance activities that are required to be carried out by the lessor during the period of the lease. The following clause should, therefore, be inserted in the lease agreement:


“The Lessor shall be responsible for such repairs as are incumbent on him by law and pursuant to the Article 1720 of the civil code. A maintenance programme for such repairs is attached herewith as an Annexure:

4.2 Maintenance Programme for Rented Buildings:

	Maintenance Programme for Rented Buildings

	
	

	Name of Building: …………………………..
	Lessor:…………………………………..



	
	ITEM
	TIME FRAME
	REMARKS

	1
	Exterior Painting
	Every 3 years
	 

	2
	Interior Painting
	Every 3 years
	 

	3
	Road markings of driveways and parking
	Every 3 years
	 

	4
	Resurfacing of driveways and parking
	Every 4 years
	 

	5
	Waterproofing
	Every 10 years
	 

	6
	Electrical (review all electrical installation)
	Every 2 years
	As per guidelines and check list given below

	7
	Mechanical (review all mechanical installation)
	Every 1 year
	As per guidelines and check list given below

	8
	Up keeping of the compound
	Every  month
	


4.3
Guidelines for Maintenance of Electrical Equipment for Rented Buildings

These guidelines contains schedule of maintenance for the following:

a. Electrical installations

b. Lifts

c. Water pumps

d. A/C units

e. UPS

For the efficient, smooth and cost-effective operation of all installations and equipment regular preventive maintenance is essential.  Due to the nature of work and the extensive use of the equipment the task is more difficult and requires a meticulous planning.  These must be planned in such a way that the services of the hospital are not disrupted at all.  This means that all servicing and maintenance should be carried out at such time when the services will be least disrupted.

Due to the constraint imposed by the situation it is imperative that the maintenance and the servicing works be carried out professionally.  Some works may be carried out in-house such as electrical installation, A/C units, water pumps whereas others such as standby generator, UPS and lifts shall be contracted out.  In such cases close monitoring shall be exercised to ensure that the maintenance and servicing works are being done properly.

4.4 Schedules of Maintenance - Electrical Works

4.4.1 Please ensure that

(i)
All drawings are available.

(ii)
Following Records of equipment are available:

· Standby generator

· Lifts

· Water pumps

· A/C units

· Distribution boards

· UPS

4.4.2 Electrical Works
i.  Inspection checklist at commissioning and annual thereafter

a. connection of conductors

b. identification of conductors

c. routing of cable in safe zones within mechanical protection

d. selection of conductors for current-carrying capacity and voltage drop in accordance

ii.  with design

a. connection of single pore devices for protection or switching in phase conductors only.

b. correct connection of socket-outlets and lamp holders.

c. presence of fire barriers and protection against thermal effects.

d. methods of protection against indirect contract.

e. prevention of mutual detrimental influence

f. presence of appropriate devices for insulating and switching.

g. presence of under voltage protective device.

h. choice and setting of protective and monitoring devices.

i. labelling of circuits, fuses, switches and terminals.

j. selection of equipment and protective measures appropriate to external influences.

k. adequacy of access to switchgear and equipment.

l. presence of danger notices and other warning notices.

m. presence of diagrams, instructions and similar information.

n. erection method.

4.4.3 Testing checklist
a. continuity of ring final circuit conductor

b. continuity of protective conductors main and supplementary bonding

c. earth electrode resistance

d. insulation resistance

e. polarity

f. earth fault loop impedance

g. operation of residual current operated device

Note: When a test shows a fault, that fault must be cleared.  The test must then be repeated as earlier test could have been influenced by the fault.

4.4.4 Weekly Checklist
a. visual checks of all distribution boards

b. to blow inside DB for removal of dust particles

c. Check for loose connections

d. Test RCD for operation.

5.0 Guidelines for Maintenance of Mechanical Equipment for Rented Buildings

5.1 Maintenance checklist

(For pumps, generators, plumbing system, lifts)


5.1.1 Checklist for Pumps


It should be ensured that all manuals are available.


Check daily

· Pump sets are operating correctly.

· There is no abnormal noise.

· Visible cracks.

· Abnormal heat.

· Leaks.

· Joints.

· Valve sealing.

· Guards.

5.1.2 Checklist for Generators


Repairs/Maintenance shall be affected as described in the relevant manufacturer’s manuals.


a)  Check daily

· Cleanliness

· Fuel

· Oil level

· Coolant

· Leakage of oil, coolant

· Abnormal noise or vibration

· High temperature

· Air cleaners

· All instruments – meters, indicators, switches for proper reading

b) Check monthly
· Filters

5.1.3 Checklist for Lifts


The services of a Registered Machinery Inspector should be availed of.


Check

· Mechanical System – wire ropes, drum – weekly

· Abnormal noise – daily

· Doors and stops – weekly

· Clean door track – weekly

5.1.4 Checklist for Plumbing System


Check

· Rust – weekly

· Leakage – daily

· Vibration – daily
Chapter 3

Maintenance of Equipment 

1.0 Introduction:

1.1 Preventive maintenance is a schedule of planned maintenance actions aimed at the prevention of breakdowns and failures. The primary goal of preventive maintenance is to prevent the failure of equipment before it actually occurs. It is designed to preserve and enhance equipment reliability by replacing worn out components before they actually fail. Preventive maintenance activities include equipment checks, partial or complete overhauls at specified periods, oil changes, lubrication and so on. In addition, workers can record equipment deterioration so they know to replace or repair worn parts before they cause system failure. Recent technological advances in tools for inspection and diagnosis have enabled even more accurate and effective equipment maintenance. The ideal preventive maintenance program would prevent all equipment failure before it occurs.

1.2 Value of Preventive Maintenance

There are multiple misconceptions about preventive maintenance. One such misconception is that PM is unduly costly. This logic dictates that it would cost more for regularly scheduled downtime and maintenance than it would normally cost to operate equipment until repair is absolutely necessary. This may be true for some components; however, one should compare not only the costs but the long-term benefits and savings associated with preventive maintenance. Without preventive maintenance, for example, costs for lost production time from unscheduled equipment breakdown will be incurred. Also, preventive maintenance will result in savings due to an increase of effective system service life.

1.3 Long-term benefits of preventive maintenance:

· Improved system reliability.

· Decreased cost of replacement.

· Decreased system downtime.

· Better spares inventory management.


Long-term effects and cost comparisons usually favour preventive maintenance over performing maintenance actions only when the system fails.

2.0 Preventive Maintenance Schedule:

Preventive maintenance schedules normally fall in three categories:

i. Under manufacturer’s/ supplier’s warrantee

ii. Under preventive maintenance contract

iii. In house 

2.1 Preventive Maintenance under manufacturer’s/ supplier’s warrantee:

The manufacturers/ suppliers in their warrantee normally prescribe routine maintenance and its periodicity that they have to carry, along with its periodicity. What is important that this schedule be monitored by the user and proper entries made in the On - line Asset Register and also to create history of various suppliers regarding their reliability as well as life time costs of equipment supplied by them.

2.2 Preventive Maintenance under preventive maintenance contract:

All equipment in each Ministry/ Department should be categorized in two categories, namely those that are to under preventive maintenance contract and those that are to be maintained by the department itself. The maintenance contracts have to be entered into and/ or renewed before the expiry of the warrantee period or the previous maintenance contract. For this purpose, the action has to be initiated well in time. It has been noticed that in the Ministry of Health and Quality of Life, some maintenance contracts of some highly technical equipment were not renewed even after six months of expiry of previous contracts. On intervention, the Ministry has now issued a notification that the concerned hospital should forward all requisite documents required for maintenance of contracts six months before the expiry of warranty for fresh maintenance contracts and three months for renewals.  Efforts should be made to reduce the lag timing substantially. Output forms 3,4,11 &12 of the On – Line Asset Register would be useful for the same.

2.2.2 History of Major Maintenance Contractors:

It is essential that a history of all major maintenance contractors is built up so that only those contractors that adhere to their obligations are awarded future contracts. The history of repairs and maintenance kept track of, through proper entries in the on – line Asset Register (see chapter on On - Line Asset register) is extremely useful for this purpose. Output form no. 14 can be used for the same. With experience of use of On – Line Register, other query based outputs can be easily asked for.

2.3 In House Preventive Maintenance:

2.3.1
Proper preventive maintenance requires:

i. Maintenance schedules be prepared for all types of equipment

ii. Responsibilities of carrying out the maintenance and its supervision are fixed.

iii. Ensure that the maintenance as per the maintenance schedules is not only carried out but also can be verified that it has been carried out.

iv. Maintain proper on – line records. It is also necessary that till online system is established and stabilized, proper records are kept in the form of log books etc.

2.3.2 Preventive Maintenance of Medical Equipment:


The Ministry of Health and Quality of Life has prepared as part of ISO 9002 exercise, a preventive maintenance schedule for medical equipment. Same was discussed over a number of meetings in Physical Asset Management Unit, MAB and necessary amendments made. Following is a brief protocol, which is being given here, so that other Ministries prepare similar schedules:

2.3.3 The Medical Equipment is classified into three categories:

· Biomedical Equipment

· Surgical and Mechanical Equipment

· Electrical Devises.


2.3.4
Objective:



To ensure that equipment that need maintenance/ calibration are inspected within a definite period and to ensure that all broken equipment are repaired and necessary spare parts provided so that they are available to staff for use.
2.3.5
Procedure Outline
	Responsibility
	Procedure Key Steps
	Interfaces

	Bio Medical Engineer/ Technician
	Maintenance/Calibration of Bio Medical equipment
	Inventory of Bio-medical equipment.

Periodical preventive maintenance schedule

Equipment Preventive Maintenance Report.

Service report

Equipment history & maintenance card maintenance contract correspondence & reports

	ESD Technician
	Maintenance/calibration of electrical equipment/plants
	Inventory of electrical equipment/plants. Periodical preventive maintenance schedule 

Equipment preventive maintenance report

Service report



	Instrument curator
	Maintenance/calibration of surgical, medical and mechanical equipment
	Inventory of surgical, medical & mechanical instrument

Periodical preventive maintenance schedule Equipment preventive maintenance report

Service report




2.3.6 Procedure:
a) 
Maintenance/Calibration of Bio-Medical Equipment

The Bio-Medical Team has the responsibility to maintain the accuracy of the equipment in respect of reading of the parameter and ensure the safety function of the equipment and to minimise the breakdown time so as to provide an efficient and effective quality treatment to patients.

i)   Periodical Preventive Maintenance
Four periodical maintenance exercises shall be carried out yearly on all Bio-Medical equipment as per the periodical maintenance schedule.  The Engineer/ Technician will carry out calibration, maintenance and submit a preventive maintenance report for entry in the on – line Asset Register.

ii) Breakdown Repairs
As soon as the machine breaks down, the user department will send a repair request memo to the Biomedical Engineer/ Technician, with copy to Hospital Administrator.  In case the equipment is under contract or warranty, the Biomedical Engineer/ Technician will request the concerned company to repair the equipment and supervise the work. The Bio-Medical Engineer/ Technician will attend to the equipment and submit a service report for entry in the on – line Asset Register.

In case of spare parts requirement, the Hospital Administrator will initiate action for procurement of spares needed and inform the Bio-Medical Engineer/ Technician when same is being available.  Upon receipt of spare parts the Bio-Medical Engineer/ Technician will replace, calibrate, test the equipment and hand over to user along with a service report, which will be entered in the on -  line Asset Register.

iii) Equipment History and Maintenance Card 
All interventions on the equipment should be registered in history and maintenance card and the on – line Asset Register by the user.

b) Calibration/Maintenance of Electrical Equipment/Plant
Preventive Maintenance
The ESD Technician has to attend the hospital to evaluate and assess all the electrical equipment/plants. Four periodical maintenance exercises are to be carried out yearly on all electrical equipment/plants as per the periodical maintenance schedule.  The ESD technician submits a preventive maintenance report to the Hospital Administrator.

In case of breakdown of equipment the ESD Technician attends to the equipment and submits a service report.

In spare parts are required, quotation is sought by the Hospital Administrator.  The ESD Technician carries out the necessary repairs when the spare parts are received, unless it is contract out.

If spare parts are not required, the ESD proceed to repair the equipment on the spot.

b) Maintenance/calibration of Surgical, Medical and Mechanical equipment:

The instrument curator is responsible for the repair, maintenance and servicing of all surgical, medical and mechanical equipment of this hospital.

Preventive Maintenance:

Four periodical preventive maintenance exercises are to be carried out according to the prescribed maintenance schedule.  If spare parts are required the Hospital Administrator is requested to take the necessary action and repairs are affected when the spare parts are made available. All interventions have to be entered in the on – line Asset Register.

2.3.7 Fixing Periodic Maintenance Schedule: 


At the end of each financial year (by 30th May) a Periodic maintenance schedule, for the next financial year, should be drawn up for all types of equipment in consultation with the user. The following form may be used for the same:

Periodical Preventive Maintenance Schedule

Year: -----------

Bio-medical Equipment/ Electrical Equipment & Devices/

Surgical & Mechanical Equipment
	No
	Equipment
	Code No
	Make
	Model
	Sr. No
	Location
	Scheduled Maintenance Dates

	
	
	
	
	
	
	
	1st.
	2nd 
	3rd 
	4th 

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	


2.3.8 Check List for Preventive Maintenance:


For preventive maintenance to be effective, it is necessary to draw up check lists of all activities comprising preventive maintenance for each type of equipment. Check lists for buildings, electrical equipment and mechanical equipment in buildings have been given above under guidelines for maintenance of buildings. Below is an example of a check list for a bio-medical equipment (Cardiac Monitor) drawn by the Biomedical Engineering Department of Ministry of Health and Quality of Life.

BIOMEDICAL EQUIPMENT PREVENTIVE MAINTENANCE 
Check List
CARDIAC MONITOR (PATIENT / ECG monitor)

Equipment: Cardiac monitor

Code no: ----

Location: -----

Make: -----


Model: -------

Serial no: -------












Yes
No
N/A


1.
1mV ECG CAL





⁭
⁭
⁭

2.
Heart rate per minute calibration



⁭
⁭
⁭

3.
Amplitude cal 0.5mV, 1.0mV, 2.0mV



⁭
⁭
⁭

4.
NIBP systolic / diastolic pressure calibration 


⁭
⁭
⁭

5.
Temperature calibration


 

⁭
⁭
⁭

6.
Sp O2 CAL






⁭
⁭
⁭

7.
Recording / monitoring speed calibration 25mm/s

⁭
⁭
⁭

8.
Check the power supply and electrical safety

⁭
⁭
⁭

9.
Check the invasive pressure calibration


⁭
⁭
⁭

10.
Check all the transducers, patient cables and cuffs

⁭
⁭
⁭

Signature of Biomedical Engineer



2.4
Minor Servicing and Checking of Equipment:

The Biomedical Engineering unit of the Flaq Hospital has prepared a preventive maintenance schedule of minor equipment in various wards and departments of the hospital covering the entire hospital in a period of seven months- January to July 2006. Similar programs should be prepared and their execution monitored in various departments of all ministries. The cycle of preventive maintenance should normally be of three months. The Ministry of Health and Quality of Life is short staffed as far as maintenance of Biomedical Equipment is concerned.

2.5 Infrastructure for maintenance:

For effective preventive maintenance and repairs of equipment, it is necessary that requirement of infrastructure for planned maintenance be estimated and provided for. The infrastructure comprises of necessary staff, necessary tools and equipment and periodic training of the staff. 

In the quarterly progress reports of the Central Physical Asset Management Unit, requirements of tools and trained staff for maintenance of about 800 biomedical equipment as estimated by the Biomedical Engineer was given. It is necessary that urgent steps are taken to finalise such lists and procure the same. The lists are given again in Annexures to these Guidelines. It may not be out of place to mention that savings of a good preventive maintenance system normally far outweigh the costs of men, materials and training for the same. Each Ministry is required to prepare a Training Calendar for its staff according to its needs at the beginning of each year and training of staff for maintenance of Physical Assets should find an important place in this calendar.

2.6 Maintenance of Furniture:

With a view to establishing guidelines and procedures for PA<, a subcommittee, under the Chairmanship of Mrs. P. Mohabeer was set up. The subcommittee was asked to prepare draft guidelines for preventive maintenance and repair of furniture. The Report of the subcommittee dated August 2006 has been received on 28th September at  MAB. The Report has o be circulated widely for comments and necessary modifications, before the guidelines for maintenance can be incorporated in these guidelines. In the meantime, the above guidelines for maintenance of equipment (with minor modifications as may be necessary) may be used for furniture as well. Copy of report  is presented at Annexure V.
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Chapter 1

Introduction

1.0
Scope:

The present guidelines are for management of fixed assets. Vehicles being movable, strictly speaking these should not fall under fixed assets. However, vehicles constitute substantial ratio of the Government’s Budget. It is, therefore, considered that Management of Government Vehicles is as important as management of other fixed assets. However, considering their nature, a separate section is devoted to the management of vehicles. This section, therefore, attempts to deal with all aspects of vehicle management, namely acquisition, preventive maintenance, maintenance, computerization and disposal of vehicles. 

2.0
Government workshops:

2.1
For repair and maintenance of Government vehicles, as on June 30, 2006 the Government had following seven workshops:

	Sno
	WORKSHOP
	ADDRESS
	Vehicles repaired

	1.
	Police Mechanical Workshop
	Line Barracks, Port-Louis
	Police vehicles

	2.
	SMF Mechanical Transport Workshop
	Vacoa
	SMF vehicles

	3.
	Agriculture workshop
	Riche Lieu
	Ministry of Agriculture & Forestry vehicles (excluding fisheries)

	4.
	Vagrant Depot workshop
	Pointe aux Sables
	Ministry of Health vehicles

	5.
	Fire Services workshop
	Quatre Bornes
	Fire Services vehicles

	6.
	Prisons workshop
	Beau Bassin
	Prisons vehicles

	7.
	Plaine Lauzun Mechanical Workshop
	
	Ministry of Public Infrastructure vehicles and of all other Ministries/ Department which do not have a workshop 


2.2 Closure of Police Workshop:

The Government of Mauritius in the budget for fiscal year 2006-07, decided to close down the Police Workshop, mentioned at serial no.1 above. Other 6 workshops are at present operating.

2.3 Setting up of Subcommittee:

The Police Department, Government of Mauritius, as a follow up of the take off meeting on Physical Asset Management suggested that the Department may be allowed to procure second hand spare parts, and also allowed to remobilise parts from vehicles damaged during major accidents and/or earmarked for disposal. These actions, according to the Department would be beneficial both in terms of reducing in cost of repairs and stay of vehicle at the workshop.


The matter was discussed in a meeting held in Management Audit Bureau on 27th April 2005.  In the next meeting held on 7th June 2005, it was decided that a subcommittee be set up to recommend norms and procedures to be followed and also a list of items that may be replaced by second hand spare parts where appropriate. The Committee would recommend criteria for use of second-hand spare parts and norms and procedures for transfer of parts from accidented vehicles and vehicles earmarked for disposal. It was decided that after completion of these guidelines, the same committee would suggest guidelines for maintenance of vehicles. The recourse to the use of second-hand spare parts and transfer of parts and the guidelines for maintenance of vehicles would be applicable to workshops in all Ministries/ Departments after the finalization of the relevant guidelines. 

The following were nominated to the Subcommittee: 

Mr. B.R. Gowreesunker
Transport Superintendent, MH&QL, (Chairman)

Mr. S. Chunnoo
Chief Mechanical Engineer, MPI, LT & Shipping

Mr. P Ramful
Mechanical Engineer, MPI, LT &  S.

Mr. Y. Woottum

S.P., Police Department

Mr. A. Sookhareea

DASP, SMF

Mr. A. Juggiah


Chief Inspector, Police Department


Mr. Soobhony


Transport Officer, MOAI & F


Mr. R. Buchtowar

Engineer, Ministry of Agro Industry & 





Fisheries.

The subcommittee duly submitted draft guidelines for purchase of second hand spare parts and of transfer of parts from accidented vehicles, The Draft Guidelines were circulated to the following for their comments: 

1. Head, Finance Cadre,

2. Head, Internal Control Cadre, 

3. Acting Head, Purchasing and Supply Cadre.

The Guidelines for these were duly modified based on the comments received and are given herein below. 

The subcommittee continued the work on formulating draft guidelines for management of Government vehicles and the present guidelines are based on the report of the Chairman of the subcommittee. 

Chapter 2

Guidelines on the Purchase of Second Hand Spare Parts for Vehicles

2.1
Objectives

The objectives of having recourse to the purchase of second hand parts on Government vehicles are:-

· To minimize vehicle downtime

· To reduce repair and maintenance cost

· To ensure maximum vehicle availability so and increase mobility

· Loss of use, encroaching on the workshop space

· Very often vehicles are disposed due to non-availability of new spare parts or if available, prices are exorbitant.  However, they are extensively available, as second hand at reasonable prices on the local market.

· When vehicles are grounded for a long period, they are subjected to normal wear and tear due to weather conditions, which may lead to failures of components like water pump, clutch, brake etc...

· In other instances, procurement of new spare parts through local agent on firm order takes lot of time and even the possibility to have recourse by air freight do not justify the end.

2.2
Circumstances justifying procurement of second hand parts


One or more of the following could justify use of second hand spare parts:

· Price factor

· Vehicle records-like age/mileage covered, past repair history.

· Unavailability of new spares on the local market.

· Minimize vehicle downtime- not to affect the operational effectiveness.

· Cost effectiveness of the second hand parts in terms value for money.

· Specialised vehicles 

2.3
Types/classification of second hand spare parts that can be purchased

Some of the parts where second hand parts may be purchased: -

(i) Engine assembly

(ii) Gear box assembly

(iii) Transfer box

(iv) Differential assembly

(v) Body parts-including windscreen

(vi) Alternator assembly

(vii) Starter assembly

(viii) Seats assembly

(ix) Other critical items (e.g. Air- Con Unit, Tyres, spares)

2.4
Procedures for request of second hand parts:-

· Request is to be submitted as per existing procedures except mention of second hand will have to be made in specification.

· Competitive bids should be resorted to. In cases where the second hand part is available only from one supplier, there should a mechanism to determine its price. 

· Justification in terms of age, mileage covered, non-availability of parts in market and/ or price of the spare parts must accompany the Request for Purchase of Second Hand Spare Parts for Government Vehicles, in the form given in Annexure.

· Decision as to whether a whole subassembly, or only the damaged part should be purchased, should be based on cost effectiveness, i.e. where a part can do the job, whole subassembly should not be purchased, unless purchase of subassembly is more cost effective.

· Condition may be attached in certain instances, when guarantee is not available, for example, for a complete second hand engine; the user reserves the right to inspect the parts prior to taking delivery.

· Officer in Charge of Workshop should confirm in writing that the delivered second hand part is suitable for further use and may be accepted by the Purchasing and Supply Department.

· Payment will be effected after proper inspection and testing of the second hand spare parts.

· Separate Store Register for “Second Hand Spare Parts” should be kept by the Purchasing and Supply Department. 

Annexure

Justifications for the Purchase of Second Hand Spare Parts

FROM: …Name of Officer in Charge, Workshop                DATE:……………………

TO     : Officer in Charge, Stores

	Reg No.
	:
	…………………
	Make/ Model
	:
	…………………

	Engine No.
	:
	…………………
	Chassis No
	:
	…………………

	Date Registered
	:
	…………………
	Date in workshop
	:
	…………………

	Odo. Reading
	:
	…………………
	Posting 
	:
	…………………


	1.
	Spare parts required 
	Qty
	Unit
	Remarks

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	2.
	Justifications (Tick as appropriate)

	
	    
	- Price, Approximate price for new part:……Approx. Price of Second hand part:…………….

	
	
	- Age of vehicle
	
	- Quality (Cost effectiveness)

	
	
	- Mileage covered
	
	- Specialized Vehicle

	
	
	- Availability of parts on the market
	
	- Justification in Annexure

	
	 

	3.
	Conditions

	
	

	
	

	
	

	
	

	
	

	4.
	List of probable suppliers 

	
	

	
	

	
	

	
	

	
	

	
	


Certified that the purchase of the above Second Hand Spare Part is justified.

Signature: ……………………………………. Name, Workshop Supervisor

Recommended for Purchase:

Signature: ……………………………………., Name, Officer in Charge Workshop
Chapter 3
Guidelines for Transfer of Parts on Government Vehicles

3.1
Objectives

The objectives of having recourse to transfer of parts from damaged vehicles or vehicles under repair earmarked for disposal on Government vehicles are:-

· Very often vehicles are disposed due to non-availability of spare parts whereas same are available on vehicles grounded or earmarked for disposal

· To minimize vehicle downtime

· To reduce repair and maintenance cost

· To ensure maximum vehicle availability and increase mobility

· Loss of use, encroaching on the workshop space

· New parts are acquired at high cost, whereas same may be available on condemned vehicles. These vehicles when sold by auction may not even fetch the price paid for the new parts purchased. Examples of such parts are Engine, gearbox, etc…  

3.2

Circumstances under which transfer of parts shall be justified:
· Efficiency/cost effectiveness of repairs

· Vehicle records-like age/mileage covered, past repair history.

· Unavailability of the spare on the local market.

· Specialised vehicles

· For Immediate Use only 

3.3

Types/ Classification of Parts which can be transferred

Some of the parts, which may be transferred, can be classified as below: -

(i) Engine Assembly

(ii) Gear box Assembly

(iii) Transfer box

(iv) Differential Assembly

(v) Body parts-including windscreen

(vi) Alternator Assembly

(vii) Starter Assembly

(viii) Seats Assembly

(ix) Other critical items (e.g. Air Con unit, tyres, spares etc.)

3.4

Procedures to be followed for Transfer of Parts:-
· A request shall be forwarded by the mechanic/ technician to the officer in charge workshop, in the proforma given in annexure.

· After consideration and examination of the unserviceable parts, officer in charge workshop will identify a vehicle on which the parts can be removed. These parts shall be removed mainly from the following:-.

(i)
Vehicle heavily accidented/ declared to be total loss

(ii)
Vehicle earmarked for disposal and beyond economical repair.

(iii) Vehicle waiting spare parts or long repair.

Note: In case of (i) & (ii) above:

Normally the vehicle, from which the spare parts are to be removed, should have been examined by a Board of Survey and recommended to be scrapped. However, in extreme emergency, the spare parts may be removed from vehicles awaiting examination (by Board of Survey). In such a case, justification should be properly recorded and approved by an officer appointed by the Accounting Officer.

· A Register shall be maintained by Officer, in charge of Workshop. and entries made in the same. The format of “Transfer of Parts Register” is given below.

	Transfer of Parts Register
	
	

	S.

No
	Request form Sr. No.
	Date
	Parts Transferred
	Est. Price
	Receiver vehicle

Reg No

Make/Model

Year 
	Donor vehicle

Reg No

Make/Model

Year
	Authorising Officer’s, Designation and Signature
	Remarks

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	


At the time of transfer, the technicians should be in possession of the “Transfer of Parts Form” as per the annexure.

3.5 Store Procedure:
(i)
Serviceable part is removed from donor vehicle and handed over to the stores as second hand serviceable part, on Store Form 10 and posted in second hand serviceable parts register. Copy of approved “Transfer of Parts” form should accompany store form 5.

Note: Estimated price of the part, being transferred, must be mentioned at time of transfer of second hand serviceable parts

(ii)
Worn out/ damaged parts removed from vehicle under repairs shall be fitted back in the donor vehicle or, in case it is not feasible to do so, handed over to the stores for disposal as scrap. 

(iii)
 These second hand serviceable parts shall be issued to the receiver vehicle as per normal store procedures.

Annexure


Transfer of Parts on Government Vehicles.

Serial No. of Form

Date:………………
	FROM
	:
	……………………….

( Name of Mechanic/ technician from Repair section)


	
	Signature of Mechanic/ technician 
	:
	………………

	TO
	:
	Officer In Charge,  Workshop


	1.
	Receiving vehicle 

	
	Reg No.
	:
	………………
	Make/ Model
	:
	……………….

	
	Engine No.
	:
	………………
	Chassis No
	:
	……………….

	
	Date Registered
	:
	………………
	Date in workshop
	:
	……………….

	
	Odo. Reading
	:
	………………
	Posting 
	:
	……………….

	2.
	Donor vehicle 

	
	Reg No.
	:
	………………
	Make/ Model
	:
	……………….

	
	Engine No.
	:
	………………
	Chassis No
	:
	……………….

	
	Date Registered
	:
	………………
	Date in workshop
	:
	……………….

	
	Odo. Reading
	:
	………………
	Posting 
	:
	……………….

	
	Condition of vehicle: a) Donor

	
	b) Receiving

	
	

	3.
	Spare parts required 
	Qty
	Unit
	Remarks

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	4.
	Justification for requesting the part (Tick as appropriate)

	
	    
	- Price 

	
	
	- Age of vehicle
	
	- Quality (Cost effectiveness)

	
	
	- Mileage covered
	
	- Specialized Vehicle

	
	
	- Non-availability of parts on market
	
	- Other, attach annexure

	

	5.
	Store forms

	
	SF 10 No./ date:

	
	SF  5 No./ date:

	6.
	Remarks 

	
	

	
	


We certify that the Transfer of part(s) on the above Government vehicles/Plants/ Equipment is/are justified, has been made in our presence and worn out damaged part fitted back to donor vehicle/ handed to stores (delete not applicable).

Name/Signature: ……………………………………., Workshop Supervisor

Approved ……………………………………., Officer in Charge Workshop

Chapter 4
Management of Government Vehicles

1.0 Acquisition:

At present each Ministry approaches the Ministry of Finance for allotment of funds for acquisition and maintenance of all vehicles as part of budget exercise. The acquisition of vehicles is done by each Ministry practically on ad hoc basis. The decision on brand of the vehicle rarely depends upon actual needs, but more on the personal likings. In addition each Ministry/ Department/ Para-statal body negotiates separately with the supplier and benefits of Government as a single (large) buyer are not available. It has also been noticed that even where there were surplus vehicles with the Police Department, Ministries and departments purchased cars as per their budget allocation. In view of high cost of operation and maintenance of vehicles, it is recommended that all vehicle purchases, especially cars be centralized preferably at the level of Ministry of finance. The specifications of cars to be purchased should be fixed in terms of engine capacity and options as per the seniority of the officers. The limited suppliers in Mauritius should be asked to quote a firm price for each brand/ engine capacity valid for one year (subject to variation only to the extent of value of Mauritian Rupee). The advantages of this bulk purchase would be greater discounts; fleet standardization and lower capital lock up in stores of spares.

2.0 Operation and Maintenance:

2.1 Ministries having their own workshops allocate all funds available to them under the budget to the workshop. In this way the individual sub offices/ Regions/ Zones have no incentive to economise and the records of operation and maintenance are not analysed vehicle wise. This is especially so for VIP vehicles, where due to urgency, it is not possible to follow normal checks to get vehicles repaired at lowest costs without compromise on quality. It is, therefore, necessary that the budget of vehicles should be split Region/ Zone/ Department wise, and each such unit should be required to strictly monitor the expenditure on every vehicle. Each workshop shall, in such a case submit the estimate of repair in each case to the unit head and corresponding amount for each vehicle repaired should be transferred to the workshop which should be run as a commercial unit.

2.2 Contracting Out Maintenance: 

As far as it known, till now there has been no detailed cost analysis exercise to assess the cost effectiveness of Government owned workshops as against contracting out maintenance. However, world wide trends suggest that due to inherent high overhead costs, Maintenance at Government workshops is normally costlier as compared to outsourcing, except for routine maintenance (as per manufacturer’s recommendations) and servicing. It is, therefore, recommended that all repairs, that are not routine, outsourcing should be resorted to. Guidelines for outsourcing are as below:

2.3 Contracting out vehicle repair works on government owned vehicles.

i. The driver or the concerned officer should first report the defect or fault arising out of use of the vehicle to the Officer-in-charge of the Workshop in that Ministry or department. Roadside breakdowns must be reported immediately after the breakdown occurred.

ii. The driver or Officer making the entry should sign the fault reporting register in the department’s workshop.

iii. The Officer-in-charge of the Workshop should verify, cross-check and establish the nature of the fault present in the vehicle prior to giving written instructions/ green light over the nature of work/s to be performed on the vehicle to the agent/outdoor workshop in accordance with stores / finance procedures.

iv. The Officer-in-charge of the Workshop must to check records, mileage, etc. in connection with previous works carried out of the same nature as the present ones.

v. The presence or any likely hood of abnormal wear/tear of defective components must be detected.  The Officer-in-charge should also ensure that the cost of labour and spares quoted in the estimate of repairs is fair and reasonable and the government is getting value for money.

vi. Once the vehicle has been sent for repairs as the outdoor garage / agent, the Officer-in-charge of the Workshop should monitor the repair works and proceed as above for any further works warranted on the vehicle.

vii. The monitoring of the repair works should be carried out in tandem.

viii. Should there arise any special work/s on the vehicle, or if repeated breakdowns occur, the Chief Mechanical Engineer must be informed who would give guidelines for further action.

ix. As far as practicable and in all cases, when expensive component are to be replaced, identification marks must be inscribed on the component.

x. The Officer-in-charge of the Workshop must ensure that all defective, worn out, replaced components are properly marked and returned back to the stores section.  They should be made readily available for inspection / audit.

xi. The Officer-in-charge must certify the “correctness” of the works carried out prior to the submission of bills for payment.
2.3 Computerisation of Workshops:

The Ministry of Public Infrastructure (MPI) has got developed software from the State Informatics Limited for computerization of the Mechanical Workshop. The hardware for the same is awaited at the MPI after which the software will be tested, bugs removed and made operational. A subcommittee was set up by the Adviser MAB, for studying various modules of the software and recommending its adoption in other mechanical workshops. Following were the members of the subcommittee:

i. Mr. A.H.Saroo, Principal Mechanical Engineer, MPI

ii. Mr. M. Soobron, Project Manager, Central Informatics Bureau

iii. Mr. M.R. Soobhany Ag. Sr. Technical Officer, Ministry of Agriculture

iv. Mr. B.R. Gowreesunker, Transport Superintendent, Ministry of Health

v. Mr. A. Juggiah, Chief Inspector, Police Department

vi. Mr. A Sookareea, Officer in Charge, Special Mobile Force Workshop

vii. Mr. G. Wootum, Superintendent, PMW

A demonstration of the software was arranged for the subcommittee. After deliberation on the software, the subcommittee recommended that the software can be installed at the workshops of the Ministry of Health and Quality of Life and the Ministry of Agriculture. The Ministry of Health has initiated work on the same. Other workshops should also computerize themselves using this software. Once the software is tested and employed, it should be further expanded and comprehensive Fleet Management software should be developed and employed in all workshops. In addition, all the workshops should be interconnected through Government on line system.

2.4 A New Unit:

We have discussed in para 2.1 above, advantages of centralized acquisition of motor vehicles. This also applies to contracting out of maintenance and disposal of vehicles. In addition there is a shortage of expertise in vehicle maintenance at the departmental/ ministerial tender committees level and services of the expert from MPI are sought in such cases causing increase in downtime of vehicles. The management of budget of vehicles in the present system also does not encourage economy. With these problems in view the Financial Secretary as early as 1991 issued a circular on Repairs and Maintenance of Government Vehicles (circular no. CF/STO/14/44 dated 25th July, 1991 – see copy of circular along with its appendices) in Annexures to these Guidelines. Paragraph 3 of this circular reads as:

“Supervising Officers in Charge of Ministries/Departments should ensure that work being performed by outside is closely monitored.  Arrangements are being made for the setting up of a central monitoring unit to review regularly the performance of contractors and to attend to other problems and future developments; the list of contractors will be regularly updated.” (Emphasis has been added) 

Unfortunately, this part of the circular was not implemented. It is now recommended that instead of only a monitoring unit, the proposed new unit should be designated as “Vehicle Management Unit (VMU)”. The VMU will look after all aspects of management of Government vehicles. All requests for new vehicles shall be examined by VMU and the vehicle shall be acquired by and remain in ownership of VMU. The indenting department shall be supplied the vehicle on lease basis, for which provisions in the budget of the Ministry/ Department shall be made. All workshops of the Government would be under the control of the VMU and the workshops shall be interconnected through Government on Line System. Naturally disposal of vehicles leased to departments/ ministries shall also be the responsibility of VMU. The VMU shall be headed by an Automobile/ Mechanical Engineer (with extensive experience in Vehicle Maintenance and Management) with post graduate qualifications in Management (MBA). After experience over several months of the working of the unit, even the present vehicles with Ministries may be transferred to VMU. Similarly, the VMU, in due course may be asked to look after vehicles of parastatal bodies also.
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Chapter 1

Disposal of Physical Assets

1.0
Scope:

The disposal of physical assets has following stages:

· Identification of surplus, obsolete and under-performing assets

· Replacement strategy

· Evaluation of disposal alternatives

· Write-off of damaged or missing assets

· The disposal plan

2.0 Identification of surplus, obsolete and under-performing assets:

The disposal decision cannot be taken in isolation. While disposal is viewed as the final stage in asset management, it is common for disposal action to start from the acquisition of a new asset or a replacement asset. It is of course important to note that disposals are not the end of asset management. A key component of asset management is to take a strategic view of which assets are best retained and efficiently exploited, as well as to identify those which should be disposed of to generate resources for reinvestment.

Quite often new assets are acquired in advance of disposal of assets earmarked for disposal, with the result that such assets not only deteriorate over time, thus reducing the realizable value, but also occupy valuable space, which could be put to better use. The underlying assumption is that management has the necessary information to be able to determine which assets need to be disposed of, and when.

The On Line Asset Register is the starting point for analysis as it records not only the useful lives of the class of assets, but also the trend of expenditure on maintenance of various assets. The on line analysis is able to provide an indication of the timing of major replacements in the normal course. It is self evident that, to be used in such a way, the assessments of useful life must be as realistic as possible. 

. 5 D i s p o s an l

The actual life of individual assets will vary from the ‘average’ life established for that category of asset in the on line asset register. Therefore, it is important that condition monitoring and performance assessment are undertaken, with the results recorded and again analysed on the online asset register. With more and more analysis of collected history over several years, the timing of the disposal decision will become more realistic. It is therefore, necessary that for all major assets, useful life of all categories of assets be re-assessed annually.

3.0
Replacement Strategy/ Alternatives to Disposal:

Where assets have been identified as under-performing, or no longer functionally suited to program delivery needs, thought should be given to the possible alternatives to disposal. A factor to consider is whether utilisation can be increased by adapting the asset to another function or using it in another program. Lists of assets flagged for disposal should be first circulated within department and Ministry concerned and then to other Ministries for possible utilization. For example, older IT equipment may be used within Ministries for training purposes or transferred to schools/ colleges for use in teaching etc., prior to commencing disposal action. 

Refurbishment or an upgrade of the asset may also be viable. The cost and benefit of such alternatives should be included in the costed disposal plan (refer below). All requests for acquisition of new assets should be accompanied by a report on the existing assets- whether new asset is an addition (justify) or replacement – in case it is replacement- full details of disposal of existing asset should be given. In some cases it has been noticed that old assets are still in place, when new assets arrive, increasing cost of commissioning of new asset and/ or crash disposal of existing asset, without finding out if the asset can be usefully employed at a place where workload is less etc.

4.0 Evaluation of disposal alternatives/ Assessment of Performance: 

Better practice suggests, in addition to undertaking the cost-benefit analysis of the methods of disposal, asset managers should be required to compare actual life of an asset at the time of stoppage of its usage (for disposal), with the original expected useful life and to explain significant variations.

At the very least a comparison of the actual timing and proceeds on disposal should be made with the standards established for the particular class of assets which have to be laid out in each Ministry. This is a means of confirming that the useful life, estimated proceeds, and therefore, the depreciation rates used, are valid. It also provides the opportunity to identify causes where assets are routinely not meeting the service life expectations or their estimated proceeds on disposal. A higher level review also needs to be undertaken at regular intervals to ensure that the Government’s disposal policies, as set out in these Guidelines and in the financial handbook are being met.

. . .
5.0 Methods of Disposal:

5.1
The Financial Management Manual (FMM) contains instructions regarding disposal of unserviceable assets. These have to be followed. However, it is necessary that the guidelines in paragraphs above are adhered to, while following the procedure given in FMM. 

5.2
The primary methods of disposal are sale by public auction or tender, sale by
private treaty, trade-in and write-off. One method which is often overlooked is the sale or transfer of assets to other government agencies.

Whatever method is chosen it is important, not least for accountability and transparency, that a properly costed evaluation of relevant disposal options is prepared. This should take into account both the costs associated with each method of disposal and the likely benefits (including possible proceeds).

5.3
At present, the FMM allows and disposal of stores not exceeding Rupees 10,000 at any one time provided the original cost of any one item does not exceed Rupees 1,000. For disposal/ write off of items above this value, a Board of Survey is appointed by the Ministry of Finance. For write offs up to Rupees 50,000, the authority is of the Financial Secretary. It is recommended that limits of MR 1,000, 10,000, and 50,000 be revised to MR 5,000, 100,000 and 500,000. Similarly, Accounting Officers should themselves appoint Board of Survey for disposal up to MR 100,000 with individual items not exceeding MR 10,000. 
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Chapter 1

Introduction

1.0
Steering Committee: 

The present guidelines have been prepared with a view that participation of maximum number of stakeholders should be ensured in the preparation, so that the guidelines can be implemented with comparative ease. 

Accordingly, the Management Audit Bureau set up a Steering Committee for monitoring the project of Physical Asset Management. The Steering Committee meets quarterly. The two sets of Interim Recommendations given by the adviser were discussed in these meetings and future programmes decided.

The membership of the committee comprised of officers from Ministry of Finance, Ministry of Health and Quality of Life, the Police Department, Ministry of Education, Ministry of local Government and the CISD. 

2.0 Pilot Projects:

Based on the background note, pilot projects were initiated in the Ministry of Health and Quality of Life, in the Police Department and in the Ministry of Education and Scientific Research.

3.0 Ministry of Health and Quality of Life:

The Ministry set up Action Committees for management of physical assets at the Ministry level and at the level of each of the five areas. At the Jeetoo and Flacq hospitals there have been concrete achievements.  Some of these are:

· Monitoring of capital projects at the level of Director – problems of communication gaps, those in prioritization are discussed and removed.

· Categorisation of all physical assets: All physical assets have been categorized.

· A subcommittee has been set up to finalise a protocol for biomedical equipment.

· A time frame for fresh preventive maintenance contracts and their renewal has been finalized. A number of preventive maintenance contracts pending over 6 months’ were finalized.

· The problems of area health centres and community health centres were studied and recommendations made, which have yet to be followed up by the Ministry.

3.1
Schedules have been prepared for preventive maintenance of equipment – 

Biomedical, electrical and mechanical. The Energy Services Division of Flacq Hospital has prepared detailed (Weekly, Quarterly and Annual) preventive maintenance programme for following type of equipment:

1. Air Conditioner and Cold Rooms

2. Autoclaves

3. Electric Room Heaters

4. Fire Alarm Systems

5. Heavy Duty Standby Generators

6. Refrigerator for Blood Bank 

7. Static and Mobile Scyallitic Lamps.

Logbooks for various equipments are also prepared.

3.2 The chapters on acquisition of equipment and maintenance of equipment in these guidelines are based on the inputs received from the Action Committee Meetings and on in depth discussions with the Chief Hospital Administrator, Area Health Administrator, the two biomedical engineers, the biomedical technicians and the ESD officials at the hospitals.

4.0
Police Department:

The Police Department has setup a High Powered Committee for management of Physical Assets:

4.1 Main Committees:

The Police Department has also three other three main committees which monitor assets by types. The three main committees are:

1 Police IT Projects Management Committee

2 Fleet Management Committee

3 A joint committee with MPI on Monitoring of Projects of the Police Department


Members of the High Powered Committee comprise representatives of the three main committees mentioned above. As such they are involved in policy decisions in respect of acquisition, maintenance and disposal of all types of assets.

4.2 Subcommittees:

In addition the Department has set up following 8 subcommittees:

· Special Supporting Unit

· Special Mobile Force

· National Coast Guard including St., Brandon

· Police Helicopter Squadron

· CCID/ADSU

· Traffic Branch

· Divisions, including Agalega, and

· Rodrigues Police

4.3 MAB Meetings:

A number of meetings were held at the HQ, the Special Mobile Force and at MAB. Status reports submitted by the Police Department desired urgent resolution of the following problems: -

· New spare parts are very expensive and the possibility of purchasing second hand spare parts is to be considered.

· Suppliers are not always willing to furnish a Performance Bond.

· The list of authorised overseas suppliers is very limited

· Quotations received by fax are not always authorised.

· A major part of funds provided to the Police Department for the purchase of assets is used to pay customs duty and VAT

· Procurement/repairs is a very lengthy process.

The above issues were considered in a number of meetings at MAB under chairmanship of Adviser and many of them resolved:

· On suggestions of the Adviser, it has been agreed that there should be provisional earmarking for purchase of spare parts and that urgent earmarking will have precedence over the provisional one. Thus, provisional earmarking of funds would be made to enable launching of quotations but funds would be committed only at the time of placing a firm order with the supplier. This would eventually allow and increase flexibility in procurement of spare parts

· The Adviser has proposed that it is important that the practice of monthly meetings of the Committee of Needs, that was being followed earlier should be renewed and that this Committee should start regular meetings immediately.

4.4 Clearing and Forwarding:

The Officers of the Police Department stated that there was generally In order to avoid  delays in clearing and forwarding, it has been suggested by the adviser and accepted by the Clearing and Forwarding Division that it will invite tenders for period contracts, (in place of contracts for individual contracts).
The Clearing and Forwarding Division has also been advised to maintain a register for movement of Documents, so that the same do not have to be obtained again from Police Department as it often happens at present. 

The Police Department has accepted Interim Recommendations of the Adviser and is implementing most of them.

5.0 Ministry of Education and Scientific Research

5.1
Central Action Committee:

In the Ministry of Education and Scientific Research, the Central Action Committee has been set up under the chairmanship of the Senior Chief Executive. Working procedures for Management of Physical Assets were discussed under the guidance of adviser. A number of decisions have been taken by the Central Action Committee of the Ministry on Acquisition, Maintenance and Disposal of assets. The Ministry is also taking action for their early implementation. Some of these are:

(i) Guidelines and authority was granted to Zone Directors to dispose minor unserviceable store items up to the amount of MR 1000.

(ii) A User Satisfaction Form has been prepared to ensure that all required documents in respect to the equipment being delivered have been submitted to the user. In addition the form will allow feedback form user on satisfaction on the quality equipment. 

(iii) A report on the status of assets in primary schools was made in Zone 1 and 4. The report highlights the details regarding conditions of building, equipments and furniture. For those assets in poor condition a priority list preparation is in progress for their maintenance

(iv) A standard list of assets for secondary schools has been prepared. Procurement will be made based on that list and will enable the parent ministry to exercise more control over the purchased of the secondary schools. A similar list for primary schools is in progress.

(v) During the regular meetings with Heads of Departments and schools, the Zone Directors are explaining use of standardized lists and procedures for requesting purchases

(vi) The zonal Directors are sensitizing the Rectors/ Head Teachers on proper asset management and procurement.

5.2 Zonal Committees:


The zonal Physical Asset Management Committees have been set up under the chairmanship of Director. 

A major bottleneck is the lack of communication on pending issues reported to Ministry from the Area level. It is proposed that after the meetings at the area level, the problems raised in these meetings should be discussed at the Ministry level meeting each month, where representatives of each area would be present, so that the problems could be immediately resolved.   

 Chapter 2

Recommendations

1.0 Introduction:

Two sets of Interim Recommendations were given by the Adviser as part of the progress reports submitted by him in March and June 2006. These recommendations were discussed in the meetings of the Steering Committee and accepted. Present final recommendations include some of the recommendations made in the interim recommendations. 

2.0 Formation of Functional Cells in various Ministries:

As stated in the previous chapter, in the process of formulation of these Guidelines and their smooth implementation, Action Committees were set up in the Pilot Ministries and in the Areas/ Zones of these Ministries. It was expected that in the first week of each month, the Action Committees at the zonal/ area level would meet and that the problems arising there would be discussed and resolved at the Central Action Committee at the Ministry level.  However, due to the very nature of functioning of the Government, the senior officers actually met rarely. While this was very useful in streamlining various issues in Physical Asset Management, some changes in the set up proposed earlier are necessary. 

2.1 It is proposed that on the line of the functional cells in the Ministry of Finance and Economic Development, PAM cells be formed in the line Ministries, both at the Area/ Zonal level and at the Ministry level. A Physical Asset Management cell at the Ministry of Finance and Economic Development would closely coordinate the cells in the various Ministries. These cells would be set up in phases – firstly at the Ministry of Finance and Economic Development and at the Ministries where Pilot projects have been undertaken (including at the zonal/ area levels). Based on the experience gained at these cells, the cells would also be made functional at other Ministries in a phased manner.

3.0 Composition of the PAM Cell at the Ministry of Finance and Economic Development:

The following Composition is proposed for the PAM cell of the Ministry of Finance and Economic Development:

i. Assistant Director, MAB, Ms C. Ho Fong 

ii. Adviser, Mr. H. Kawatra

iii. Adviser, Mr. V.Sethuraman

iv. Deputy Head, Purchasing and Supplies Cadre, Mr. A. Mudhoo

v. PFMA, MAB, Ms A. Bibi Rojoa

vi. Economic Analyst, Ministry of Finance

vii. FMA, MAB, S. Mohajur

viii. FMA, MAB, P. Buchoo

ix. Transport Superintendent, Ministry of Health and Quality of Life, Mr. B.R. Gowreesunker

x. Systems Analyst, CISD, I. Mohungoo.

4.0 Composition of the PAM Cells at the Ministry of Health and Quality of Life:

4.1 At the Regional Level:


The following Composition is proposed for the PAM cell at the Regional level of the Ministry of Health and Quality of Life:

i. Regional Health Services Administrator 

ii. Senior Architect (MPI) looking after projects of the Region.

iii. Civil Engineer (MPI) looking after projects of the Region.

iv. Electrical Engineer (ESD) looking after projects of the Region

v. Hospital Administrator

vi. Principal/ Senior Purchasing and Supply Officer 

vii. Biomedical Engineer/ Technician

viii. Representative of Ministry of Finance in the Region

ix. Hospital Administrative Assistant

4.2 At the Ministry Level:

i. Chief Hospital Administrator 

ii. Regional Health Services Administrator of all Regions 

iii. Principal/ Senior Architect(s), MPI, looking after projects of the Ministry

iv. Civil Engineer(s) ), MPI, looking after projects of the Ministry

v. Bio Medical Engineers

vi. PAS concerned with Bio medical equipment

vii. Chief Finance Officer

viii. Chief Purchasing and Supply Officer

ix. Transport Superintendent

5.0 Composition of the PAM Cells at the Ministry of Education and Scientific Research:

5.1 At the Zonal Levels:

The following Composition is proposed for the PAM cell at the Zonal level of the Ministry of Education and Scientific Research:

i. Director

ii. Assistant Director

iii. Administrator

iv. Primary School Inspector

v. Principal Purchasing and Supply Officer

vi. Senior Finance Officer

vii. Technical Officer

5.2 At the Ministry Level:

i. Permanent Secretary

ii. PAS (Finance & Stores)

iii. PAS (Administration)

iv. PAS (Infrastructure)

v. Zonal Assistant Directors

vi. CPSO

vii. Office Supervisor

viii. Transport Officer

5.3 Other Ministries should form PAM cells on the above lines. 

6.0 Functions of the PAM Cells.

6.1 Generally speaking, main function of the PAM cells is to ensure that the present guidelines are being followed in all aspects of Physical Asset Management. One of the main functions would be to oversee that all physical assets are entered into the on line physical asset register and that the register is kept up to date at all times. A check list is also provided herein below to indicate general functions of the PAM cells.

6.2 The PAM cells are to function in close coordination with the Budget Formulation Process. It has to be assured that all requests for acquisition of assets are accompanied by a status report of existing assets (of same category) and the justification has to be based on this report.

6.3 Analysis of the on line registers through the query based output proformae given in the appropriate section in these guidelines and to suggest measures for economy (based on the analysis) is another important function of the PAM cells.

6.4 To suggest modifications in these Guidelines based on experience. 

7.0  Some Recommendations on Ministry of Health and Quality of Life:

7.1 The hospitals should inform the Ministry about the contractor’s performance while requesting for renewal of maintenance contract. The Bio-Medical Engineers should prepare scope of work for all those types of equipment where maintenance contract is necessary. 

7.2 Area Health Centres, Community Health Centres and Dispensaries in Region should table a status report regarding their physical assets and buildings to the Regional PAM Cell.
7.3 A log book is kept in the custody of the operator of machines, where all maintenance work (preventive and repair) is entered for inspection by senior authorities. This may not be necessary once the On Line Asset Register is fully operative.

7.4 There are about 800 biomedical equipments, many of which are very expensive. There are at present only two biomedical engineers and seven biomedical technicians. It is recommended that for maintenance of all medical equipment one Senior Engineer be posted at Headquarters of Ministry. He should be assisted by five Engineers- one in each of the five regions. 

7.5 Biomedical Engineer (North) has suggested following posts of technicians in various zones:

· SSRN Hospital: One for Cardiac Centre, two for Imaging & X-ray Unit, two for general equipment.

· Victoria Hospital: One for Imaging & X-ray Unit, one for Laboratory, one for general equipment.

· Jeetoo Hospital: Two for general equipment.

· Flacq Hospital: two for general equipment.

· Jawaharlal Nehru & New Souillac Hospitals: Three for general equipment. 

The above list includes present posts of technicians in various zones.

The proposal has merit. It is necessary that decision is taken on priority.

7.6 The Biomedical Engineer has also submitted a list of tools required for maintenance of biomedical equipment. The same is annexed in Annexures to these Guidelines. The list needs to be examined at appropriate level and decision taken urgently.

7.7 For specialized biomedical equipment, it is necessary to plan training by equipment suppliers either on site or at the suppliers’ plant. This should form part of the tender conditions at the time of purchase. There is need for refresher training also at periodic intervals. A training calendar should be prepared at the beginning of each year. For overseas training, criteria for nomination of officers should be strictly followed and an annual report prepared, giving reasons of deviation, if any.

8.0 Some Recommendations on Police Department:
8.1 The Representative of the Finance Section, Police Department agreed that there should be provisional earmarking for purchase of spare parts and that urgent earmarking will have precedence over the provisional one. Thus, provisional earmarking of funds would be made to enable launching of quotations but funds would be committed only at the time of placing a firm order with the supplier. This system may be followed in other Ministries too.

8.2 A problem raised by Officials of Police Department was long administrative lead-time. It takes the Police Department about six months to finalise lists for annual procurement and another three months for the Central Tender Board to vet the tender documents. The Police Department should review the process with a view to eliminate bottlenecks, duplications and other non-value adding elements. 

8.3 Many of the barracks of Special Mobile Force are about 100 years old and have asbestos roofing, which is hazardous for health. The work on these should be speeded up.

8.4 Clearing and Forwarding


The Officers of the Police Department are of the view that there was generally a delay in clearing and forwarding. It was understood that this is mainly because; the Clearing and Forwarding Division had to invite tenders each time. It is recommended that the Clearing and Forwarding Division should invite tenders for period contracts, as is the case with importing goods from overseas.

9.0
Inadequate Storage:

9.1
Generally, while designing buildings for zonal offices, sufficient thought is not given to necessary storage space required for storing assets before they are transferred to subordinate offices, schools etc. This needs to be taken care of in future.

9.2 In centralized purchase system being followed at present, assets are first supplied to stores, from where they are again transported to schools under their jurisdiction. It is recommended that where feasible the tender document should specify that the assets will have to be supplied direct to the users. Full breakup of individual user requirements has to be provided for this.

10.0 Revision of Financial Powers for Acquisition/ Disposal of Assets:

10.1 At present, the Accounting Officers are allowed purchases of goods without inviting a tender, up to an amount of MR 200,000, provided cost of an individual item does not exceed MR 20,000. These may be increased to MR 500,000 and 50,000 respectively. In case prices of Goods are controlled by Government, value of a single item (within overall ceiling of 500,000) may be increased to MR 100,000.

10.2 For supply of services, minor repairs, maintenance and installation works,  Accounting Officers are allowed to award the work up to MR 20.000 without inviting competitive tenders.  This limit may be increased to MR 50,000.

10.3 Similarly the financial limit up to which Tender Committee is authorised to call for selective and/ or regular tenders, may be increased from MR 500,000 to MR 1,000,000. For acquisitions beyond MR 1,000,000, the matter shall be referred to CTB. The above recommendations would reduce downtime for equipment, increase efficiency in procurement and enable CTB to put more resources on high value contracts/ purchases
10.4 In case of Ministry of Education, some of these powers have been delegated to zonal Directors, after obtaining concurrence of the Ministry of Finance. It is recommended that, in large Ministries (where there are Zonal/ Regional Directorates), the Accounting Officers be permitted to delegate powers up to certain fixed amounts as a matter of routine (that is without referring every case to Ministry of Finance).

10.5 At present, the FMM allows disposal of stores not exceeding Rupees 10,000 at any one time provided the original cost of any one item does not exceed Rupees 1,000. For disposal/ write off of items above this value, a Board of Survey is appointed by the Ministry of Finance. For write offs up to Rupees 50,000, the authority is of the Financial Secretary. It is recommended that limits of MR 1,000, 10,000, and 50,000 be revised to MR 5,000, 100,000 and 500,000. Similarly, Accounting Officers should themselves appoint Board of Survey for disposal up to MR 100,000 with individual items not exceeding MR 10,000. 

11.0 Management Information System:

It has been noticed that in all Ministries, (where Action Committees were set up), there is lack in communications especially with respect to feed back. Once the subordinate offices have written to the Ministry, there is generally no feed back till final action is taken by the Ministry. It is necessary that a Management Information System be set up in each Ministry. The Ministry of Finance has already taken steps in this direction.

12.0 Needs Committees:

Most of the Ministries have set up Needs Committees for discussing and approving Procurement of Assets. However, these committees do not meet regularly. It is necessary to set up fixed dates for such committee meetings. It is also necessary that representatives of Indenting Offices be invited to these committees so that rational and quick decisions are taken.

Chapter 3

Check List

1.0 Check List to determine, whether the asset management principles are being applied:

i. 
Are assets managed taking into account the program and service delivery needs and strategies of the Ministry?? 

ii. 
Do all asset creation, intervention and disposal proposals: 

a. identify the service capacity needs? 

b. assess other options and compare projected service delivery outcomes with identified service needs? 

iii. 
Are performance management of assets and reporting on assets carried out in terms of economic viability? 

iv. 
Have asset service delivery objectives, outputs and outcomes been explicitly identified? 

v. 
An integrated approach: 

· Have non-asset alternatives to asset-based service provision been considered? 

· Have asset strategies been integrated with Government priorities? Will they achieve the objectives of these priorities? 

· Are asset strategies linked to a budgetary process that integrates capital and recurrent resource allocation? 

· Are all costsand liabilities incorporated in forward asset planning and budget estimates? 

· Are full costs as well as service delivery outcomes monitored and reported on as part of the regular reporting cycle? 

vi. 
Informed decision-making 

· Are capital expenditure decisions based on rigorous and fully documented economic appraisals that take into account the full life cycle costs, benefits and risks of the asset, and financial as well as non-financial parameters?

· Are proposals appraised by a cell (PAM cell of Ministry of Finance for large projects) independent of the originator of the proposal? 

· Does the Ministry/ Department maintain an effective asset register that provides an accurate record and valuation of assets? 

· Is the performance of assets regularly reviewed? 

vii. 
Clear accountability and responsibility 

· Have responsibility and accountability for both ownership and control of assets been determined and communicated to responsible officers? 

· Have Officers and staff been informed about their responsibilities for asset planning, pricing, recording, valuation and reporting, acquisition, management in use and disposal? 

viii
Analysis of Asset Register
· Is the on – line asset register analysed with respect to performance of consultants, suppliers and maintenance contractors?

· Are maintenance and performances of similar equipment analysed based on experience of users as recorded on asset register?

ix
Government policies 

· Are the asset management policies and practices in the Ministry in keeping with the Financial Management Manual and Asset Management Guidelines? 
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