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ASC Asset Management – Operation and Maintenance Procedure
Purpose

The purpose of this procedure is to describe the responsibilities and processes for asset ownership, operation and maintenance of ASC assets which include:

· loans items;
· personal issues;

· transfers;

· damaged, stolen or missing items; and

· repairs and maintenance.

Depreciation, impairment and revaluation of an asset’s value are also addressed as these issues can impact on the useful life of the asset and affect the depreciation expense incurred as a result of operating and maintaining an asset.
Responsibilities

Cost Centre Managers within the ASC are responsible for managing all assets within their program from the planning stage though to acquisition, operation and eventual disposal.

Once an asset is acquired it is the responsibility of the Cost Centre Manager or their representative to maintain that asset.  This includes being accountable for the assets ownership, cost of operation, condition during its useful life and its security.

In some circumstances, Cost Centre Manager may delegate the accountability for an asset to a staff member if they are better positioned to exercise control over the asset.  Where a Cost Centre Manager decides this is appropriate, they must provide the name of the staff member and the asset/s they are accountable for, to the Manager Logistics.  The Manager Logistics will record this delegation in the Fixed Asset Register.
Cost Centre Managers are responsible for taking appropriate measures to ensure that assets are operated properly and secured when not in use.

Cost Centre Managers, programs  and individuals assigned an ASC asset are to exercise personal care of the asset at all times. They are to:
· be responsible for the security of the asset;
· report any theft, loss or damage immediately to Security at the ASC using the Loss of Assets Report (this is important as police reports may need to be obtained in certain circumstances);
· maintain their assets and be aware of any ongoing maintenance issues relating to the asset; and
· if an asset is nearing the end of its useful life programs should plan for its eventual replacement if the need is justified i.e. budget planning.
Procedures

Loans of Assets

An asset or portable and attractive item must not be removed from ASC premises without prior approval from the Cost Centre Manager responsible for the asset and then it is to be used for official purposes only.
Short term loans of ASC assets and portable and attractive items are permitted, with the approval of the Cost Centre Manager responsible for the asset. 
Programs are to maintain a Loans Register to record the movement of assets in and out of the program areas.  For example:  when an asset is sent interstate for use in competition the loan register should reflect:

· the asset number and description of the item,
· location the item is going to,
· person the asset is assigned to,
· duration of expected time away from the ASC,
· date the item is due to be returned, and
· condition of item on return.
For short term loans (less than three months) the Cost Centre Manager responsible for the asset, must enter the information into the Programs Loans Register.  
For long term loans (greater than three months) the Cost Centre Manager must notify the Manager Logistics so that details (location and the name of the designated asset holder) of the loan can be recorded on the Fixed Asset Register.

.

Personal Issue


Items are considered to be on personal issue where they have been allocated to an ASC staff member for use at home or away from their normal workplace.  This includes PCs or laptops which are held at home, mobile phones and PDAs.

The issue of ASC assets and portable and attractive items to staff on a personal issue basis is only permitted with the approval of the Cost Centre Manager responsible for the asset, and where the ASC derives a benefit.

It is the responsibility of the Cost Centre Manager to notify the Manager Logistics of items on personal issue.  The Manager Logistics should record the name of the ‘designated asset holder’ in the Fixed Asset Register.

Persons issued with such items have a responsibility to:

· exercise personal care at all times over the use and control of the item (for example, small, easily portable electronic devices should be placed in a lockable drawer or cupboard when not in use);
· report any theft or loss or damage immediately to Security using the Loss of Assets Report, (Security will then advise the Manager Logistics and Finance Division); and
· return the item when it is no longer required on personal issue, or when terminating employment.

The Cost Centre Manager is responsible for ensuring that staff leaving the ASC, as per the Separation Checklist, have returned items on personal issue.

Transfers between Programs

When an asset is transferred from one program to another, the Cost Centre Manager responsible for the asset is to notify the Manager Logistics.  Notification is to be via an Asset Transfer Form available from Logistics and includes details of the transferor and the transferee, old and new locations and cost centres.  In some cases, at the discretion of the Manager Logistics, an email will be sufficient to document this asset transfer.

If an asset is to be transferred indefinitely to another program the Cost Centre Manager or program representative is to:

· notify receiving program via email of the intended movement of the asset.

· request approval from the receiving Cost Centre Manager to accept the asset.

· once approval for the transfer is received, a copy of the approval is to be sent to the Manager-logistics detailing: 

· name of program and cost centre transferring the asset,
· name of program and cost centre receiving the asset, and 

· copy of the receiving programs approval.
The Manager Logistics will ensure the transfer is recorded in the Fixed Asset Register by the end of each month.

Damaged, Stolen or Missing Assets

If an asset or portable and attractive item is damaged, stolen or lost, the staff member (in most cases the Cost Centre Manager) accountable for the asset should notify Security using the Loss of Assets Report of the following details:

· details of the asset affected (i.e. description, asset number, make and model, serial number);
· an explanation of the damage or loss (i.e. description of damage or loss, how it occurred, date and estimated time, location, when and by whom the damage or loss was first noticed); and
· actions that have been taken to prevent further damage or loss.

The Cost Centre Manager should initiate the preparation of a report (simple investigation) by an independent staff member that indicates whether the loss or damage is accidental, unavoidable or has been contributed to by the person responsible for the asset. This report should be included in the documentation for disposal that is forwarded to the delegate (CFO or CEO) for consideration.
Once the loss of an ASC asset is confirmed and delegate approval obtained, it will be written off (removed) from the Fixed Asset Register by the Manager Logistics.

The ASC reserves the right to seek reimbursement from the person responsible for an asset that is lost or damaged due to negligence through an invoice issued by the Finance Division.

Repairs and Maintenance of Assets

The Cost Centre Manager responsible for an asset is responsible for repairs and maintenance during its useful life. 

Where an asset is damaged or is in need of repair the Cost Centre Manager responsible for the asset will need to consider the cost of repair compared with the value of the asset, the remaining useful life and/or the cost of a replacement item.

Costs incurred to repair or maintain assets are not considered to be capital expenditure (i.e. they should be expensed when they are incurred) because the intention of repairs and maintenance is to ensure that an asset can continue to operate, at its original standard, over its useful life.

Where work is undertaken on an asset, which enhances the asset or increases its useful life, the cost will generally be capitalised, unless the cost is considered immaterial, in which case the cost should be expensed.
Depreciation of an Asset

Depreciation represents the reduction in the value of an asset due to wear and tear and obsolescence over time. Depreciation of a software asset is called amortisation.  However, for the purpose of this policy, the term amortisation is synonymous with the term depreciation.

It is the responsibility of the Finance Division to ensure that all ASC assets are depreciated in accordance with Finance Ministers Orders and Australian Accounting Standards (AAS).
Depreciation Method

All ASC assets except Land and Assets Under Construction are depreciated.

Depreciation is determined on a straight line basis over the useful life of the asset.

Useful Life of an Asset

The useful life of an asset is an estimate of the period for which the asset will be used.

The useful life may not always correspond with the physical life of an asset.  For example, a piece of audio visual equipment may have a theoretical ‘design’ life of ten years but the ASC consider its useful life to be four years due to technology changes or excessive wear and tear from regular travel.

At the ASC the useful life of an asset is determined by the relevant Cost Centre Manager in consultation with the Finance Division, or an asset valuation specialist.
In estimating the useful life of an asset, the following factors are considered:

· expected wear and tear;
· obsolescence; and
· legal or other limitations of the asset.

Calculating Depreciation 

Depreciation is calculated by the Finance Division on a monthly basis and charged to the program which owns the asset.

Depreciation is recognised from the date of acquisition, which is the date the asset was first ready for use.  For infrastructure, property and equipment assets this is normally when the asset is delivered ready for use.

For land, buildings and software assets, depreciation is calculated by the Finance Division.  Depreciation of these assets is to be recognised from the date they are completed and are operational.

For all categories of assets, depreciation is calculated using the following formula:

Depreciation = Carrying Amount less Residual Value / Remaining Useful Life (in months).

Separately Depreciating Components of Complex Assets

Some more complex assets will have a number of components with differing useful lives.  For these assets depreciation is to be calculated separately for each significant component.  A significant component is considered to be one where failure to depreciate separately would result in a material difference in depreciation expense charged for the year (this issue generally relates to buildings assets where the threshold for separate components is $40,000).
Revaluation of Assets

The AAS require that assets measured at fair value must be re-valued with sufficient frequency so that their carrying amount does not differ materially from their fair value at each date of reporting.

It is the responsibility of the Finance Division to ensure that these standards are satisfied whilst ensuring the  Cost Centre Managers are consulted during the process and agree to the revaluation as a fair value.

Assets to be Re-valued

The classes of assets which must be re-valued include:

· land and land improvements;
· buildings including leasehold improvements; and
· infrastructure, plant and equipment (this includes equipment, computer equipment, motor vehicles and marine fleet)

Intangible assets (software) are not to be re-valued.  These assets are to be recorded at their historical cost.

If an asset is re-valued, the entire class of assets, to which that asset belongs, must be re-valued.  If an asset is re-valued and increases in cost, Finance Division will advise the Cost Centre Manager of any change in depreciation attributed to the asset. 
Definition of Fair Value

The fair value of an asset is the amount for which an asset could be exchanged between knowledgeable, willing parties in an arms length transaction.  For most assets this value is estimated with reference to market selling prices.  However, if there is no market based evidence of fair value because of the specialised nature of an asset, the fair value is estimated using its depreciated replacement cost.

Frequency of Revaluations

The ASC undertakes a rolling three year re-valuation program for each class of asset as required by the Australian Accounting Standards. 
Formal Valuations

A formal valuation should be conducted by an independent professional who is an expert in the valuation of that class of asset.  However, valuations based on management/in house expertise may be undertaken in the following circumstances:

· where there are controls in place to ensure the integrity and independence of the valuation, and
· where the probability of over or under valuation is minimal.

In either case, the basis for the revaluation should be clearly set out in the notes to the ASC Annual Financial Statements.

Impairment of Assets

The Australian Accounting Standards require impairment of an asset can occur for a variety of reasons such as damage, obsolescence and other causes that result in an unexpected decline in an asset’s value.  Indicators that need to be considered include:

· unexpected decline in the asset’s value;
· significant changes affecting the environment in which the asset operates;
· changes in market interest rates;
· carrying amount of the ASC’s net assets are more than its market capitalisation;
· obsolescence;
· physical damage;
· assets becoming idle;
· plans to discontinue or restructure operations; and
· asset’s economic performance less than expected.

When there is an indication that an asset may be impaired the asset’s recoverable amount must be calculated. Where the recoverable amount is less than the carrying amount, the carrying amount must be reduced to reflect the recoverable value of the asset. 
Impairment of assets are conducted annually or when the ASC is made aware that an asset is impaired. Capital assets in the ASC are to be valued for impairment annually. 
The Finance Division is responsible for the assessment of impairment of Land and Buildings and Software and Commercial & Facilities Division is responsible for the assessment of impairment of Inventory, Plant and Equipment.
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