Sample summary supporting capital justification

After planning and approval of the capital budget, you will need to develop the capital justification when you are ready to purchase the equipment. The members of the finance committee to read and approve the capital equipment justification often do not have any healthcare knowledge, so the justification needs to be written in terms that a layperson can understand and relate to the necessity of this equipment purchase. Justifications should include a summary with supporting documentation attached. A front page summary is important to give the bottom line information. The goal is to make a wise decision and to get it approved!
DEPARTMENT OF SURGERY

INTRODUCTION:
OBJECTIVE:
The department of surgery is requesting the purchase of new surgical lights for two ORs.
SERVICE PROVIDED:
This equipment is used to provide visualization to the surgical field. These lights provide spotlight capabilities, are able to adjust field range, and have adjustable dimmer capabilities.  Having adequate lighting is necessary to continue providing surgical care for the patient.  

NEW, REPLACEMENT, OR ADDITIONAL:
This is a replacement for the present equipment. On the asset listing, most of this equipment shows a useful life of 10 years, which is not at all realistic with the usage it receives.

JUSTIFICATION:

WHY IS EQUIPMENT NEEDED:
The equipment is needed to perform surgical procedures to the patients in Grant and surrounding counties who come to MGH for surgery. The current equipment is not providing the light needed on the surgical field.  

ADDITIONAL USAGE/REVENUES:
EXPECTED UTILIZATION:
Utilization will be daily, or approximately 260 days per year. Room utilization is approximately 80% during scheduled hours. These rooms are also used for emergency cases which are done 24 hours a day / seven days a week.

ESTIMATED SAVINGS OR PROFITS:
We must have this equipment in order to continue providing this service to the patients of Grant and surrounding counties.

ADDITIONAL USAGE:
N/A.

EVALUATION:
1.  XYZ:
XYZ lights were brought into OR #7 and installed on October 16, 2001, and were left up for a six-week period. During this time, the lights were used for actual surgical cases.  Evaluation forms (attached) were handed out to all surgical staff and surgeons. The criteria for evaluation are listed on the form. The lights we are replacing are QGH which is now XYZ. These lights have served us well over the past 15–20 years. These lights were the most favorable in the employee/surgeon evaluations.  

2.  ABC:
ABC lights were brought into OR #6 and installed on October 15, 2001, and were left up for a six-week period. During this time, the lights were used for actual surgical cases.  Evaluation forms (attached) were handed out to all surgical staff and surgeons. The criteria for evaluation are listed on the form. These lights were the least favorable in the employee/surgeon evaluations.  

3.  PRK:
PRK lights were brought into OR #5 and installed on October 17, 2001, and were left up for a six-week period. During this time, the lights were used for actual surgical cases.  Evaluation forms (attached) were handed out to all surgical staff and surgeons. The criteria for evaluation are listed on the form. These lights were the second choice in the employee/surgeon evaluations. The sales staff and workman with this light were outstanding in their customer service. The clinical evaluation of the lights, however, fell short of the XYZ light.  

Evaluation summary: 

This was a very effective way to evaluate these lights. Although somewhat time consuming, the actual trial gave everyone a chance to use, move, focus, and adjust the lights in the actual setting that they would be used.  

PRICE SUMMARY:
	
	XYZ
	PRK (quote is for two)
	ABC

	Cost:
	$25,483.00
	Cost:
        $59,268.00

	Cost:   
     $20,740.00

	Less 41%:
	$10,533.00
	Less 40%      $23,786.00
	Less 17%     $3,525.80

	Total Costs:
	$14,950.00

	Total Costs:  $35,482.00

($17,741.00 for one)
	 $17,214.20


SERVICE CONTRACT SUMMARY:

	
	XYZ
	PRK
	ABC

	Warranty period
	1 year
	2 years
	2 years

	Cost of annual maintenance
	$370 labor only
	$1,200 per room
	

	Contract
	$813 parts and labor
	
	


Service contract recommendations:
Would not recommend extended service contract. Can opt for service contract at any time after purchase. These lights have not required a great deal of outside service in the past.

RECOMMENDATION:
Based upon the information stated in Exhibit A, the recommendation is that the XYZ light be purchased for the department of surgery. These lights were the most favorable clinically and are the lowest price.

Source: The Nurse Leader’s Guide to Business Skills: Strategies for Optimizing Financial Performance, by  Pamela Hunt, BS, MSN, RN, and Deborah Laughon, RN, BSN, MS, DBA, CCRN. To find out more about the book or to order a copy, visit http://www.hcmarketplace.com/prod-9592/The-Nurse-Leaders-Guide-to-Business-Skills.html 
