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FOREWORD 

The compilation of an Asset Management Plan is a process of investigation and review of data from multiple sources 
including the Finance Department, External Works Force and Councils Engineering staff.  

The process of compiling these asset plans has identified some significant deficiencies in Councils asset knowledge, 
documentation and maintenance scheduling. These deficiencies are already being addressed through introduction of 
asset field inspection records to improve data knowledge, investigation into condition surveying of assets and 
improved dialogue between all involved departments.  

Generally, assets across all classes are operating satisfactorily and the current level of service maintained by the 
external workforce for the available funds is appropriate. 

The coming years will see significant improvements in asset management as a whole, with future budget and capital 
works determination coming from an asset register of high data confidence and a collective involvement of many 
departments. 

1. EXECUTIVE SUMMARY 

1.1 Context 

The Sorell Council is one of the fastest growing 
municipalities in Tasmania. As is the case with most 
Councils, Sorell has an ageing infrastructure which will 
require some significant renewal over the planning 
period. This plan will allow Council to take a long term 
focus on what is required in terms of the Buildings and 
OS Service, and help Council to deal with the 
challenges that high population growth and ageing 
infrastructure provides. 

The Buildings and OS Service 
The Buildings and OS network comprises: 

 Buildings 

 Land Improvements (Sports Grounds, Play 
Grounds, Gardens etc.) 

 Parks and Reserves 

 Play Equipment 

 Bush trails 

 Open space car parks 

 Other infrastructure (Lighting, In-ground irrigation 
etc.) 

 
These infrastructure assets have a replacement value 
of $9,302,000. 

1.2 What does it Cost? 

The projected outlays necessary to provide the 
services covered by this Asset Management Plan (AM 
Plan) includes operations, maintenance, renewal and 
upgrade of existing assets over the 10 year planning 
period is $17,540,000 or $1,754,000 on average per 
year.   

Estimated available funding for this period is 
$16,880,000. This equates to an average cost of 

$1,688,000 per year to provide the service. This is a 
funding gap of -$66,000 on average per year which 
indicates that the maintenance of new assets will 
require an increase in asset expenditure. Projected 
expenditure required to provide services in the AM 
Plan compared with planned expenditure currently 
included in the Long Term Financial Plan are shown in 
the graph below.   

1.3 What we will do 

We plan to provide Buildings and OS services for the 
following: 

 Operation, maintenance, renewal and upgrade of 
buildings, sports grounds, parks/reserves, play 
equipment and bush trails to meet service levels 
set in annual budgets. 

1.4 What we can do 

We do have enough funding to provide all services at 
the current service levels and provide limited new 
services.  

1.5 Confidence Levels 

This AM Plan is based on a low level of confidence 
information. 

1.6 The Next Steps 

The actions resulting from this asset management plan 
are: 

 Conditionally assess all Buildings and OS Assets 

 Revalue Buildings and OS Assets 
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1.7 What is this plan about? 

This asset management plan covers the infrastructure 
assets that serve the Sorell community’s Buildings and 
OS needs.  These assets include buildings, sports 
grounds, parks/reserves, play equipment and bush 
trails throughout the community area that enable 
people to use Buildings and OS services.  

1.8 What is an Asset Management Plan? 

Asset management planning is a comprehensive 
process to ensure delivery of services from 
infrastructure is provided in a financially sustainable 
manner. 

An asset management plan details information about 
infrastructure assets including actions required to 
provide an agreed level of service in the most cost 
effective manner.   The plan defines the services to be 
provided, how the services are provided and what 
funds are required to provide the services. 

1.9 How can we improve Asset Management 
processes? 

The efficiency of Asset Management processes can be 
improved in many ways and by undertaking the 
following steps: 
1. Improving asset knowledge so that data 

accurately records the asset inventory, how assets 
are performing and when assets are not able to 
provide the required service levels, 

2. Improving our efficiency in operating, 
maintaining, renewing and replacing existing 
assets to optimise life cycle costs, 

3. Identifying and managing risks associated with 
providing services from infrastructure, 

4. Making trade-offs between service levels and 
costs to ensure that the community receives the 
best return from infrastructure, 

5. Identifying assets surplus to needs for disposal to 
make saving in future operations and 
maintenance costs, 

6. Consulting with the community to ensure that 
Buildings and OS services and costs meet 
community needs and are affordable, 

7. Developing partnership with other bodies, where 
available to provide services, 

8. Seeking additional funding from governments and 
other bodies to better reflect a ‘whole of 
government’ funding approach to infrastructure 
services.  

1.10 What can we do to ensure that the 
community is receiving Buildings and OS services 
at the desired level? 

We can develop options, costs and priorities for future 
Buildings and OS services, consult with the community 
to plan future services to match the community 
service needs with ability to pay for services and 
maximise community benefits against costs. 

1.11 What can you do? 

We will be pleased to consider your thoughts on the 
issues raised in this asset management plan and 
suggestions on how we may change or reduce the 
Buildings and OS mix of services to ensure that the 
appropriate level of service can be provided to the 
community within available funding. 
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2. INTRODUCTION 

2.1 Background 

This asset management plan is to demonstrate responsive management of assets (and services provided from assets), 
compliance with regulatory requirements, and to communicate funding needed to provide the required levels of 
service over a 20 year planning period. 

The asset management plan follows the format for AM Plans recommended in Section 4.2.6 of the International 
Infrastructure Management Manual1. 

The asset management plan is to be read with the organisation’s Asset Management Policy, Asset Management 
Strategy and the following associated planning documents: 

 10 Year Capital Works Programme 

 Strategic Plan 

This infrastructure assets covered by this asset management plan are shown in Table 2.1. These assets are used to 
provide Buildings and OS services to its community. 

Fig 2.1:  Assets covered by this Plan 

 Buildings 

 Land Improvements (Sports Grounds, Play Grounds, Gardens etc.) 

 Parks and Reserves 

 Play Equipment 

 Bush trails 

 Open space car parks 

 Other infrastructure (Lighting, In ground irrigation etc.) 
 
Key stakeholders in the preparation and implementation of this asset management plan are: Shown in Table 2.1.1. 

Table 2.1.1:  Key Stakeholders in the AM Plan 

                                                

1 IPWEA, 2011, Sec 4.2.6, Example of an Asset Management Plan Structure, pp 4|24 – 27. 
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Key Stakeholder Role in Asset Management Plan 

Councillors  Represent needs of community/shareholders; 

 Ensure the organisation is financial sustainable. 

General Manager  Appoint resources to meet the organisation’s objectives in providing 
services while managing risks; 

 Overall responsibility for Asset Management; 

 Ensure funds are invested appropriately to ensure best value for money is   
delivered to the community; 

 Ensuring Asset Management services are provided in accordance with 
Councils Long-term Financial Plan and Council priorities; 

 Provide leadership in influencing decision making processes related to AM. 

Manger of Engineering and 
Regulatory Services 

 Allocate resources to meet the organisation’s objectives in providing 
services while managing risks; 

 Identify resource requirements for delivering various asset management 
services to the community; 

 Ensuring Asset Management services are provided in accordance with 
Corporate Plan and Council priorities; 

 Provide leadership in influencing decision making processes related to AM. 

Asset Engineer  Provide leadership for effective Asset Management; 

 Identify resource requirements for delivering various asset management 
services to the community; 

 Ensuring Asset Management services are provided in accordance with 

 Corporate Plan and Council priorities; 

 Deliver services in a cost effective and sustainable manner; 

 Coordinate with Engineering staff, Works Manager and Field Supervisors to 
identify areas of need, process improvement; 

 Responsible for reviewing and keeping AM plan up to date; 

 Responsible for preparing budget submissions in accordance with the AM 
plan 

 Custodian of Asset data; 

 Responsible for keeping asset data up to date; 

 Preparation of asset management Plan; 

 Assist with financial accounting for assets. 

Works Manager and Field 
Supervisors 

 Operation and Maintenance management to meet agreed levels of service; 

 Highlight issues requiring attention of senior management. 

Internal Users of Asset 
Systems 

 Provide timely advice as to future asset usage and requirements; 

 Communicate asset condition and maintenance requirements as needed. 
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Our organisational structure for service delivery from infrastructure assets is detailed below: 
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2.2 Goals and Objectives of Asset Management 

The organisation exists to provide services to its community.  Some of these services are provided by infrastructure 
assets.  We have acquired infrastructure assets by ‘purchase’, by contract, construction by our staff and by donation of 
assets constructed by developers and others to meet increased levels of service. 

Our goal in managing infrastructure assets is to meet the defined level of service (as amended from time to time) in 
the most cost effective manner for present and future consumers.  The key elements of infrastructure asset 
management are: 

 Providing a defined level of service and monitoring performance, 

 Managing the impact of growth through demand management and infrastructure investment, 

 Taking a lifecycle approach to developing cost-effective management strategies for the long-term that meet 
the defined level of service, 

 Identifying, assessing and appropriately controlling risks, and  

 Having a long-term financial plan which identifies required, affordable expenditure and how it will be 
financed.2 

2.3 Plan Framework 

Key elements of the plan are 

 Levels of service – specifies the services and levels of service to be provided by Council, 

 Future demand – how this will impact on future service delivery and how this is to be met, 

 Life cycle management – how we will manage our existing and future assets to provide defined levels of 
service, 

 Financial summary – what funds are required to provide the defined services, 

 Asset management practices, 

 Monitoring – how the plan will be monitored to ensure it is meeting the organisation’s objectives, 

 Asset management improvement plan. 

A road map for preparing an asset management plan is shown below. 

                                                

2 Based on IPWEA, 2011, IIMM,  Sec 1.2  p 1|7. 
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Road Map for preparing an Asset Management Plan 
Source: IPWEA, 2006, IIMM, Fig 1.5.1, p 1.11. 
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2.4 Core and Advanced Asset Management 

This asset management plan is prepared as a ‘core’ asset management plan over a 20 year planning period in 
accordance with the International Infrastructure Management Manual3.  It is prepared to meet minimum legislative 
and organisational requirements for sustainable service delivery and long term financial planning and reporting.  Core 
asset management is a ‘top down’ approach where analysis is applied at the ‘system’ or ‘network’ level. 

Future revisions of this asset management plan will move towards ‘advanced’ asset management using a ‘bottom up’ 
approach for gathering asset information for individual assets to support the optimisation of activities and programs 
to meet agreed service levels. 

2.5 Community Consultation 

This ‘core’ asset management plan is prepared to facilitate community consultation initially through feedback on 
public display of draft asset management plans prior to adoption by the Council/Board.  Future revisions of the asset 
management plan will incorporate community consultation on service levels and costs of providing the service. This 
will assist the Council/Board and the community in matching the level of service needed by the community, service 
risks and consequences with the community’s ability and willingness to pay for the service. 

3. LEVELS OF SERVICE 

3.1 Customer Research and Expectations 

The organisation has not carried out any research on customer expectations.   This will be investigated for future 
updates of the asset management plan. 

3.2 Strategic and Corporate Goals 

This asset management plan is prepared under the direction of the organisation’s vision, mission, goals and objectives. 

Our vision is: 

A commitment that together Council and the community plan a balanced social, commercial and residential 
environment to enhance the quality of life in the municipality 

Our mission is: 

The Sorell Council exists to protect and develop the unique qualities of the municipality in a responsive, 
friendly and caring way 

Relevant organisation goals and objectives and how these are addressed in this asset management plan are: 

Table 3.2:  Organisation Goals and how these are addressed in this Plan 

Goal Objective How Goal and Objectives are addressed in AM Plan 

Financial Sustainability Ensure revenue meets expenditure Financial analysis 

Reasonable Service Standard Maintain assets to the standard Service standards and condition assessments 

 
The Council will exercise its duty of care to ensure public safety in accordance with the infrastructure risk 
management plan prepared in conjunction with this AM Plan.  Management of infrastructure risks is covered in 
Section 5.2 

3.3 Legislative Requirements 

We have to meet many legislative requirements including Australian and State legislation and State regulations.  
These include: 

                                                

3 IPWEA, 2011, IIMM. 
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Table 3.3:  Legislative Requirements 

Legislation Requirement 

Local Government Act Sets out role, purpose, responsibilities and powers of local government, 
including the preparation of a long term financial plan supported by asset 
management plans for sustainable service delivery. 

Local Government (Highways) Act Sets out role, purpose, responsibilities and powers of local government in 
relation to Highways and Roads. 

Roads and Jetties Act Sets out role, purpose, responsibilities and powers of local government in 
relation to Highways and Roads. 

Traffic (Road Rules) Regulations Sets out role, purpose, responsibilities and powers of road users 

 
 

3.4 Current Levels of Service 

We have defined service levels in two terms. 

Community Levels of Service measure how the community receives the service and whether the organisation is 
providing community value. 

Community levels of service measures used in the asset management plan are: 

Quality   How good is the service? 
Function   Does it meet users’ needs? 
Capacity/Utilisation Is the service over or under used? 

Technical Levels of Service - Supporting the community service levels are operational or technical measures of 
performance. These technical measures relate to the allocation of resources to service activities that the organisation 
undertakes to best achieve the desired community outcomes and demonstrate effective organisational performance. 

Technical service measures are linked to annual budgets covering: 

 Operations – the regular activities to provide services such as opening hours, cleansing frequency, mowing 
frequency, etc. 

 Maintenance – the activities necessary to retain an assets as near as practicable to an appropriate service 
condition (e.g. road patching, unsealed road grading, building and structure repairs), 

 Renewal – the activities that return the service capability of an asset up to that which it had originally (e.g. 
frequency and cost of road resurfacing and pavement reconstruction, pipeline replacement and building 
component replacement), 

 Upgrade – the activities to provide an higher level of service (e.g. widening a road, sealing an unsealed road, 
replacing a pipeline with a larger size) or a new service that did not exist previously (e.g. a new library). 

Asset managers plan, implement and control technical service levels to influence the customer service levels.4 

Our current service levels are detailed in Table 3.4. 

                                                

4 IPWEA, 2011, IIMM, p 2.22 
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Table 3.4:  Current and Desired Service Levels 

Key 
Performance 

Measure 

Level of Service 
Objective 

Performance Measure 
Process 

Current Level of 
Service 

Optimal Level of Service 

COMMUNITY LEVELS OF SERVICE 

Quality Performance in 
providing and 
maintaining Council 
buildings and OS 
assets. 

Works requests 
relating to Council 
owned buildings and 
OS. 

TBA TBA 

Safety Provide buildings and 
OS assets that are 
low risk to the 
community. 

Number of reported 
injuries on Council 
property. 

TBA TBA 

TECHNICAL LEVELS OF SERVICE 

Condition Council building and 
OS assets are 
maintained at the 
most economic cost 
to achieve or better 
asset useful life. 

Condition rating after 
inspection. 

Condition 
assessment 
required. 

Remaining life calculated 
from asset condition is 
equal to or greater than 
remaining useful life in 
asset register. 

 

3.5 Desired Levels of Service 

At present, indications of desired levels of service are obtained from various sources including residents’ feedback to 
Councillors and staff, service requests and correspondence.  Council has yet to quantify desired levels of service.  This 
will be done in future revisions of this asset management plan.
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4. FUTURE DEMAND 

4.1 Demand Drivers 

Drivers affecting demand include population change, changes in demographics, seasonal factors, vehicle ownership 
rates, consumer preferences and expectations, technological changes, economic factors, agricultural practices, 
environmental awareness, etc. 

4.2 Demand Forecast 

The present position and projections for demand drivers that may impact future service delivery and utilisation of 
assets were identified and are documented in Table 4.3. 

4.3 Demand Impact on Assets 

The impact of demand drivers that may affect future service delivery and utilisation of assets are shown in Table 4.3. 

Table 4.3:  Demand Drivers, Projections and Impact on Services 

Urban Roads 

Demand drivers Present position Projection Impact on services 

Population  13,969 (2014) 17,492 (2032) There will be a growing 
need for additional Council 
owned buildings to deliver 
various services to the 
community. If the current 
level of building coverage to 
current population is to be 
continued as the standard 
level of service into the 
future. 

Accessibility Some equal access open 
spaces. 

Increased need for additional 
play spaces that are 
accessible to people of 
varying abilities. 

The planning of new and 
the renewal of existing play 
spaces should take into 
account the need for equal 
access. 
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4.4 Demand Management Plan 
Demand for new services will be managed through a combination of managing existing assets, upgrading of existing 
assets and providing new assets to meet demand and demand management.  Demand management practices include 
non-asset solutions, insuring against risks and managing failures.    

Non-asset solutions focus on providing the required service without the need for the organisation to own the assets 
and management actions including reducing demand for the service, reducing the level of service (allowing some 
assets to deteriorate beyond current service levels) or educating customers to accept appropriate asset failures5.  
Examples of non-asset solutions include providing services from existing infrastructure such as aquatic centres and 
libraries that may be in another community area or public toilets provided in commercial premises. 

Opportunities identified to date for demand management are shown in Table 4.4.  Further opportunities will be 
developed in future revisions of this asset management plan. 

Table 4.4:  Demand Management Plan Summary 

Service Activity Demand Management Plan 

Upgrade of existing assets and 
provision of new assets. 

Upgrading of existing assets should be planned and budgeted for as increased 
demand levels are identified. Furthermore, adoption of new assets at the time 
of land development and redevelopment (both green field and brown) should 
help support future demand. 

 

                                                

5 IPWEA, 2011, IIMM, Table 3.4.1, p 3|58. 
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4.5 Asset Programs to meet Demand 

The new assets required to meet growth will be acquired free of cost from land developments and 
constructed/acquired by the organisation.  New assets constructed/acquired by the organisation are discussed in 
Section 5.5. The cumulative value of new contributed and constructed asset values are summarised in Figure 1. 

Figure 1:  Upgrade and New Assets to meet Demand 

 

 

Acquiring these new assets will commit the organisation to fund ongoing operations, maintenance and renewal costs 
for the period that the service provided from the assets is required.  These future costs are identified and considered 
in developing forecasts of future operations, maintenance and renewal costs in Section 5. 
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5. LIFECYCLE MANAGEMENT PLAN 

The lifecycle management plan details how the organisation plans to manage and operate the assets at the agreed 
levels of service (defined in Section 3) while optimising life cycle costs. 

5.1 Background Data 

5.1.1 Physical parameters 

The assets covered by this asset management plan are shown in Fig 2.1. 

5.1.2 Asset capacity and performance 

The organisation’s services are generally provided to meet design standards where these are available.   

Locations where deficiencies in service performance are known are detailed in Table 5.1.2. 

Table 5.1.2:  Known Service Performance Deficiencies 

Location Service Deficiency 

All Buildings Until recently the building asset class has been managed by the 
Sorell Council Community Services Department. The building asset 
class require a review to ensure that the asset register is updated. 
Conditional assessments also need to be done to plan for future 
renewal works. 

 

5.1.3 Asset condition 

Condition is monitored and reassessed every 3 – 5 years as part of the asset revaluation process. Current condition 
data is out of date. The Sorell Council will begin the process conditionally assessing all of its building stock in March 
2014. 

5.1.4 Asset valuations 

The value of assets recorded in the asset register as at 15 August 2012 covered by this asset management plan is 
shown below.  Assets were last revalued at 30 June 2012.  Assets are valued at greenfield rates. 

Current Replacement Cost  $9,302,000  

Depreciated Replacement Cost6 $6,939,000 

Annual Depreciation Expense $178,000 

 

 

 

Useful lives were reviewed in 2013 by the Sorell asset management staff. 

Key assumptions made in preparing the valuations were: 

 The average maintenance costs for new assets are assumed to be 2.0% of the asset value. 

 The average depreciation for new assets is assumed to be 1.91% of the asset value. 

 The population in 2032 is projected to 17,492 

Major changes from previous valuations are due to: 

                                                

6 Also reported as Written Down Current Replacement Cost (WDCRC). 
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Various ratios of asset consumption and expenditure have been prepared to help guide and gauge asset management 
performance and trends over time. 

Rate of Annual Asset Consumption  1.9% 
(Depreciation/Depreciable Amount) 

Rate of Annual Asset Renewal  5.1% 
(Capital renewal exp/Depreciable amount) 

Rate of Annual Asset Upgrade/New  7.7% 
(Capital upgrade exp/Depreciable amount) 

In 2013 the organisation plans to renew assets at 272% of the rate they are being consumed and will be increasing its 
asset stock by 9% in the year.   

5.2 Infrastructure Risk Management Plan 

An assessment of risks7 associated with service delivery from infrastructure assets has identified critical risks that will 
result in loss or reduction in service from infrastructure assets or a ‘financial shock’ to the organisation.  The risk 
assessment process identifies credible risks, the likelihood of the risk event occurring, the consequences should the 
event occur, develops a risk rating, evaluates the risk and develops a risk treatment plan for non-acceptable risks. 

Critical risks, being those assessed as ‘Very High’ - requiring immediate corrective action and ‘High’ – requiring 
prioritised corrective action identified in the Infrastructure Risk Management Plan, together with the estimated 
residual risk after the selected treatment plan is operational are summarised in Table 5.2.  These risks are reported to 
management and Council/Board. 
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Table 5.2:  Critical Risks and Treatment Plans 

Asset at Risk What can Happen Risk Rating 
(VH, H) 

Risk Treatment Plan 

Buildings Fall from height 
resulting in minor to 
potentially serious 
injuries. 

H Ensure maintenance and construction work is 
carried out in accordance with the safety 
standards listed in 5.3.2 of this plan. 

Play Equipment Fall from height 
resulting in minor to 
potentially serious 
injuries. 

H Ensure maintenance and construction work is 
carried out in accordance with the safety 
standards listed in 5.3.2 of this plan. 

 

5.3 Routine Operations and Maintenance Plan 

Operations include regular activities to provide services such as public health, safety and amenity, e.g. street 
sweeping, grass mowing and street lighting.  

Routine maintenance is the regular on-going work that is necessary to keep assets operating, including instances 
where portions of the asset fail and need immediate repair to make the asset operational again. 

5.3.1 Operations and Maintenance Plan 

Operations activities affect service levels including quality and function through street sweeping and grass mowing 
frequency, intensity and spacing of street lights and cleaning frequency and opening hours of building and other 
facilities.  

Maintenance includes all actions necessary for retaining an asset as near as practicable to an appropriate service 
condition including regular ongoing day-to-day work necessary to keep assets operating, e.g. road patching but 
excluding rehabilitation or renewal. Maintenance may be classifies into reactive, planned and specific maintenance 
work activities. 

Reactive maintenance is unplanned repair work carried out in response to service requests and 
management/supervisory directions. 

Planned maintenance is repair work that is identified and managed through a maintenance management system 
(MMS).  MMS activities include inspection, assessing the condition against failure/breakdown experience, prioritising, 
scheduling, actioning the work and reporting what was done to develop a maintenance history and improve 
maintenance and service delivery performance.   

Specific maintenance is replacement of higher value components/sub-components of assets that is undertaken on a 
regular cycle including repainting, replacing air conditioning units, etc. This work falls below the capital/maintenance 
threshold but may require a specific budget allocation. 

Actual past maintenance expenditure is shown in Table 5.3.1. 

Table 5.3.1:  Maintenance Expenditure Trends 

Year Maintenance Expenditure 

2012/13 $480,000 

 
Maintenance expenditure levels are considered to be adequate to meet projected service levels, which may be less 
than or equal to current service levels.  Where maintenance expenditure levels are such that will result in a lesser level 
of service, the service consequences and service risks have been identified and service consequences highlighted in 
this AM Plan and service risks considered in the Infrastructure Risk Management Plan. 



- 18 - 

SORELL COUNCIL – BUILDINGS AND OS ASSET MANAGEMENT PLAN  

Reactive maintenance is carried out in accordance with response levels of service detailed in Appendix A.  

5.3.2 Operations and Maintenance Strategies 

The organisation will operate and maintain assets to provide the defined level of service to approved budgets in the 
most cost-efficient manner.  The operation and maintenance activities include: 

 Scheduling operations activities to deliver the defined level of service in the most efficient manner, 

 Undertaking maintenance activities through a planned maintenance system to reduce maintenance costs and 
improve maintenance outcomes. Undertake cost-benefit analysis to determine the most cost-effective split 
between planned and unplanned maintenance activities (50 – 70% planned desirable as measured by cost), 

 Maintain a current infrastructure risk register for assets and present service risks associated with providing 
services from infrastructure assets and reporting Very High and High risks and residual risks after treatment 
to management and Council/Board, 

 Review current and required skills base and implement workforce training and development to meet 
required operations and maintenance needs, 

 Review asset utilisation to identify underutilised assets and appropriate remedies, and over utilised assets 
and customer demand management options, 

 Maintain a current hierarchy of critical assets and required operations and maintenance activities, 

 Develop and regularly review appropriate emergency response capability, 

 Review management of operations and maintenance activities to ensure Council is obtaining best value for 
resources used. 

Asset hierarchy 

An asset hierarchy provides a framework for structuring data in an information system to assist in collection of data, 
reporting information and making decisions.  The hierarchy includes the asset class and component used for asset 
planning and financial reporting and service level hierarchy used for service planning and delivery.  

The organisation’s service hierarchy is shown is Table 5.3.2. 

Table 5.3.2:  Asset Service Hierarchy 

Council will develop an appropriate ‘Asset Service Hierarchy’ for its Buildings and OS assets to help prioritise and 
prescribe the most appropriate treatment for each Buildings and OS asset. 
 
Standards and specifications 

 Maintenance work is carried out in accordance with the following Standards and Specifications. 

 Maintenance work is carried out in accordance with the following Standards and Specifications. 

 Municipal Standard Specifications – IPWEA Tasmania Division  

 Municipal Standard Drawings – IPWEA Tasmania Division  

 Workplace Health and Safety Act 1995 and Regualtions1988 

 Manufacturer’s Installation Requirements 

 Sorell Council’s Health and Safety Requirements 
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5.3.3 Summary of future operations and maintenance expenditures 

Future operations and maintenance expenditure is forecast to trend in line with the value of the asset stock as shown 
in Figure 4.  Note that all costs are shown in current 2012/13 dollar values (i.e. real values). 

Figure 4:  Projected Operations and Maintenance Expenditure 

. 

Deferred maintenance, i.e. works that are identified for maintenance and unable to be funded are to be included in 
the risk assessment and analysis in the infrastructure risk management plan.  

Maintenance is funded from the operating budget where available.  This is further discussed in Section 6.2. 

5.4 Renewal/Replacement Plan 

Renewal and replacement expenditure is major work which does not increase the asset’s design capacity but restores, 
rehabilitates, replaces or renews an existing asset to its original or lesser required service potential.  Work over and 
above restoring an asset to original service potential is upgrade/expansion or new works expenditure. 

5.4.1 Renewal plan 

Assets requiring renewal/replacement are identified from one of three methods provided in the ‘Expenditure 
Template’. 

 Method 1 uses Asset Register data to project the renewal costs using acquisition year and useful life to 
determine the renewal year, or 

 Method 2 uses capital renewal expenditure projections from external condition modelling systems (such as 
Pavement Management Systems), or 

 Method 3 uses a combination of average network renewals plus defect repairs in the Renewal Plan and 
Defect Repair Plan worksheets on the ‘Expenditure template’.   

Method 2 was used for this asset management plan. 
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The useful lives of assets used to develop projected asset renewal expenditures are shown in Table 5.4.1. Asset useful 
lives were last reviewed on 30th June 2012.8 

Table 5.4.1:  Useful Lives of Assets 

Asset (Sub)Category Useful life 

Buildings 30 - 100 

Tracks and Cycle ways 10 - 50 

Car parks 15 - 30 

Open Space assets 15 - 30 

 
5.4.2 Renewal and Replacement Strategies 

The organisation will plan capital renewal and replacement projects to meet level of service objectives and minimise 
infrastructure service risks by:  

 Planning and scheduling renewal projects to deliver the defined level of service in the most efficient manner, 

 Undertaking project scoping for all capital renewal and replacement projects to identify: 
o the service delivery ‘deficiency’, present risk and optimum time for renewal/replacement, 
o the project objectives to rectify the deficiency,  
o the range of options, estimated capital and life cycle costs for each options that could address the 

service deficiency,  
o and evaluate the options against evaluation criteria adopted by Council, and 
o select the best option to be included in capital renewal programs,  

 Using ‘low cost’ renewal methods (cost of renewal is less than replacement) wherever possible, 

 Maintain a current infrastructure risk register for assets and service risks associated with providing services 
from infrastructure assets and reporting Very High and High risks and residual risks after treatment to 
management and Council, 

 Review current and required skills base and implement workforce training and development to meet 
required construction and renewal needs, 

 Maintain a current hierarchy of critical assets and capital renewal treatments and timings required , 

 Review management of capital renewal and replacement activities to ensure Council is obtaining best value 
for resources used. 

Renewal ranking criteria 

Asset renewal and replacement is typically undertaken to either: 

 Ensure the reliability of the existing infrastructure to deliver the service it was constructed to facilitate (e.g. 
replacing a bridge that has a 5 t load limit), or 

 To ensure the infrastructure is of sufficient quality to meet the service requirements (e.g. roughness of a 
road).9 

It is possible to get some indication of capital renewal and replacement priorities by identifying assets or asset groups 
that: 

 Have a high consequence of failure, 

 Have a high utilisation and subsequent impact on users would be greatest, 

 The total value represents the greatest net value to the organisation, 

 Have the highest average age relative to their expected lives, 

 Are identified in the AM Plan as key cost factors, 

 Have high operational or maintenance costs, and 

 Where replacement with modern equivalent assets would yield material savings.10 

                                                

8 POLLUX\Asset Management\Road Asset Report 
9 IPWEA, 2011, IIMM, Sec 3.4.4, p 3|60. 
10 Based on IPWEA, 2011, IIMM,  Sec 3.4.5, p 3|66. 
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The ranking criteria used to determine priority of identified renewal and replacement proposals is detailed in Table 
5.4.2.  

Table 5.4.2:  Renewal and Replacement Priority Ranking Criteria 
 
 
Renewal and replacement standards 

Renewal work is carried out in accordance with the following Standards and Specifications. 

 Maintenance work is carried out in accordance with the following Standards and Specifications. 

 Maintenance work is carried out in accordance with the following Standards and Specifications. 

 Municipal Standard Specifications – IPWEA Tasmania Division  

 Municipal Standard Drawings – IPWEA Tasmania Division  

 Workplace Health and Safety Act 1995 and Regualtions1988 

 Manufacturer’s Installation Requirements 

 Sorell Council’s Health and Safety Requirements 

5.4.3 Summary of future renewal and replacement expenditure 

Projected future renewal and replacement expenditures are forecast to increase over time as the asset stock increases 
from growth.  The expenditure is summarised in Fig 5. Note that all amounts are shown in real values. 

The projected capital renewal and replacement program is shown in Appendix B. 
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Fig 5:  Projected Capital Renewal and Replacement Expenditure 

 

Deferred renewal and replacement, ie those assets identified for renewal and/or replacement and not scheduled in 
capital works programs are to be included in the risk analysis process in the risk management plan. 

Renewals and replacement expenditure in the organisation’s capital works program will be accommodated in the long 
term financial plan.  This is further discussed in Section 6.2. 

5.5 Creation/Acquisition/Upgrade Plan 

New works are those works that create a new asset that did not previously exist, or works which upgrade or improve 
an existing asset beyond its existing capacity.  They may result from growth, social or environmental needs.  Assets 
may also be acquired at no cost to the organisation from land development.  These assets from growth are considered 
in Section 4.4. 

5.5.1 Selection criteria 

New assets and upgrade/expansion of existing assets are identified from various sources such as councillor or 
community requests, proposals identified by strategic plans or partnerships with other organisations. Candidate 
proposals are inspected to verify need and to develop a preliminary renewal estimate.  Verified proposals are ranked 
by priority and available funds and scheduled in future works programmes.  The priority ranking criteria is detailed 
below.  
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Table 5.5.1:  New Assets Priority Ranking Criteria 
 
5.5.2 Capital Investment Strategies 

The organisation will plan capital upgrade and new projects to meet level of service objectives by:  

 Planning and scheduling capital upgrade and new  projects to deliver the defined level of service in the most 
efficient manner, 

 Undertake project scoping for all capital upgrade/new projects to identify: 
o the service delivery ‘deficiency’, present risk and required timeline for delivery of the upgrade/new 

asset, 
o the project objectives to rectify the deficiency including value management for major projects, 
o the range of options, estimated capital and life cycle costs for each options that could address the 

service deficiency,  
o management of risks associated with alternative options, 
o and evaluate the options against evaluation criteria adopted by Council/Board, and 
o select the best option to be included in capital upgrade/new programs,  

 Review current and required skills base and implement training and development to meet required 
construction and project management needs, 

 Review management of capital project management activities to ensure Council is obtaining best value for 
resources used. 

Standards and specifications for new assets and for upgrade/expansion of existing assets are the same as those for 
renewal shown in Section 5.4.2. 

5.5.3 Summary of future upgrade/new assets expenditure 

Projected upgrade/new asset expenditures are summarised in Fig 6. The projected upgrade/new capital works 
program is shown in Appendix C.  All amounts are shown in real values. 
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Fig 6:  Projected Capital Upgrade/New Asset Expenditure 

 

Expenditure on new assets and services in the organisation’s capital works program will be accommodated in the long 
term financial plan.  This is further discussed in Section 6.2. 

5.6 Disposal Plan 

Disposal includes any activity associated with disposal of a decommissioned asset including sale, demolition or 
relocation. Assets identified for possible decommissioning and disposal are shown in Table 5.6, together with 
estimated annual savings from not having to fund operations and maintenance of the assets.  These assets will be 
further reinvestigated to determine the required levels of service and see what options are available for alternate 
service delivery, if any.  Any revenue gained from asset disposals is accommodated in the organisation’s long term 
financial plan. 

Where cashflow projections from asset disposals are not available, these will be developed in future revisions of this 
asset management plan. 

6. FINANCIAL SUMMARY 

This section contains the financial requirements resulting from all the information presented in the previous sections 
of this asset management plan.  The financial projections will be improved as further information becomes available 
on desired levels of service and current and projected future asset performance. 

6.1 Financial Statements and Projections 

The financial projections are shown in Fig 7 for projected operating (operations and maintenance) and capital 
expenditure (renewal and upgrade/expansion/new assets).  Note that all costs are shown in real values. 



- 25 - 

SORELL COUNCIL – BUILDINGS AND OS ASSET MANAGEMENT PLAN  

Fig 7:  Projected Operating and Capital Expenditure 

 

 

6.1.1 Sustainability of service delivery 

There are four key indicators for service delivery sustainability that have been considered in the analysis of the 
services provided by this asset category, these being the asset renewal funding ratio, long term life cycle 
costs/expenditures and medium term projected/budgeted expenditures over 5 and 10 years of the planning period. 

Asset Renewal Funding Ratio 

Asset Renewal Funding Ratio11  101% 

The Asset Renewal Funding Ratio is the most important indicator and reveals that over the next 10 years, the 
organisation is forecasting that it will have 392% of the funds required for the optimal renewal and replacement of its 
assets.  

                                                

11 AIFMG, 2009, Financial Sustainability Indicator 8, Sec 2.6, p 2.18 
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Long term - Life Cycle Cost  

Life cycle costs (or whole of life costs) are the average costs that are required to sustain the service levels over the 
asset life cycle.  Life cycle costs include operations and maintenance expenditure and asset consumption (depreciation 
expense).  The life cycle cost for the services covered in this asset management plan is $1,302 per year (average 
operations and maintenance expenditure plus depreciation expense projected over 10 years). 

Life cycle costs can be compared to life cycle expenditure to give an initial indicator of affordability of projected 
service levels when considered with age profiles. Life cycle expenditure includes operations, maintenance and capital 
renewal expenditure.  Life cycle expenditure will vary depending on the timing of asset renewals. The life cycle 
expenditure over the 10 year planning period is $1,543 per year (average operations and maintenance plus capital 
renewal budgeted expenditure in LTFP over 10 years). 

A shortfall between life cycle cost and life cycle expenditure is the life cycle gap.  For the Buildings and OS service 
which is covered by this asset management plan there is a life cycle surplus of $241,000 per year. 

Life cycle expenditure is 118% of life cycle costs. 

The life cycle costs and life cycle expenditure comparison highlights any difference between present outlays and the 
average cost of providing the service over the long term.  If the life cycle expenditure is less than that life cycle cost, it 
is most likely that outlays will need to be increased or cuts in services made in the future. 

Knowing the extent and timing of any required increase in outlays and the service consequences if funding is not 
available will assist organisations in providing services to their communities in a financially sustainable manner.  This is 
the purpose of the asset management plans and long term financial plan. 

Medium term – 10 year financial planning period 

This asset management plan identifies the projected operations, maintenance and capital renewal expenditures 
required to provide an agreed level of service to the community over a 10 year period. This provides input into 10 year 
financial and funding plans aimed at providing the required services in a sustainable manner.  

These projected expenditures may be compared to budgeted expenditures in the 10 year period to identify any 
funding shortfall.  In a core asset management plan, a gap is generally due to increasing asset renewals for ageing 
assets. 

The projected operations, maintenance and capital renewal expenditure required over the 10 year planning period is 
$1,609 on average per year.   

Estimated (budget) operations, maintenance and capital renewal funding is $1,543 on average per year giving a 10 
year funding gap of $66,000 per year.  This indicates that Council expects to have 96% of the projected expenditures 
needed to provide the services documented in the asset management plan. 

Medium Term – 5 year financial planning period 

The projected operations, maintenance and capital renewal expenditure required over the first 5 years of the planning 
period is $1,540 on average per year.   

Estimated (budget) operations, maintenance and capital renewal funding is $1,543 on average per year giving a 5 year 
surplus of $3,000.  This indicates that Council expects to have 100% of projected expenditures required to provide the 
services shown in this asset management plan.  

Asset management financial indicators 

Figure 7A shows the asset management financial indicators over the 10 year planning period and for the long term life 
cycle. 
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Figure 7A:  Asset Management Financial Indicators 

 

 

Providing services from infrastructure in a sustainable manner requires the matching and managing of service levels, 
risks, projected expenditures and financing to achieve a financial indicator of approximately 1.0 for the first years of 
the asset management plan and ideally over the 10 year life of the Long Term Financial Plan. 

Figure 8 shows the projected asset renewal and replacement expenditure over the 20 years of the AM Plan. The 
projected asset renewal and replacement expenditure is compared to renewal and replacement expenditure in the 
capital works program, which is accommodated in the long term financial plan   
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Figure 8:  Projected and LTFP Budgeted Renewal Expenditure 

 

Table 6.1.1 shows the shortfall between projected renewal and replacement expenditures and expenditure 
accommodated in long term financial plan.  Budget expenditures accommodated in the long term financial plan or 
extrapolated from current budgets are shown in Appendix D. 
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Table 6.1.1:  Projected and LTFP Budgeted Renewals and Financing Shortfall 

Note: A negative shortfall indicates a financing gap, a positive shortfall indicates a surplus for that year. 
 

Year End 
June 30 

Projected Renewals 
($'000) 

LTFP Renewal Budget 
($'000) 

Renewal Financing  
Shortfall (- gap,  

+ surplus) ($'000) 

Cumulative Shortfall  
(- gap, + surplus) ($'000) 

2014 $582 $485 $-97 $-97 

2015 $364 $485 $121 $24 

2016 $462 $485 $23 $47 

2017 $415 $485 $70 $117 

2018 $390 $485 $95 $212 

2019 $503 $485 $-18 $194 

2020 $594 $485 $-109 $85 

2021 $461 $485 $24 $109 

2022 $585 $485 $-100 $9 

2023 $494 $485 $-9 $0 

2024 $485 $485 $0 $0 

2025 $485 $485 $0 $0 

2026 $485 $485 $0 $0 

2027 $485 $485 $0 $0 

2028 $485 $485 $0 $0 

2029 $485 $485 $0 $0 

2030 $485 $485 $0 $0 

2031 $485 $485 $0 $0 

2032 $485 $485 $0 $0 

2033 $485 $485 $0 $0 

 
 

Providing services in a sustainable manner will require matching of projected asset renewal and replacement 
expenditure to meet agreed service levels with the corresponding capital works program accommodated in the long 
term financial plan. 

A gap between projected asset renewal/replacement expenditure and amounts accommodated in the LTFP 
indicates that further work is required on reviewing service levels in the AM Plan (including possibly revising  the 
LTFP) before finalising the asset management plan to manage required service levels and funding to eliminate any 
funding gap.   

6.1.2 Projected expenditures for long term financial plan 

Table 6.1.2 shows the projected expenditures for the 10 year long term financial plan.  

Expenditure projections are in 2012/13 real values.  
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Table 6.1.2:  Projected Expenditures for Long Term Financial Plan ($000) 

Year Operations Maintenance 
Projected 

Capital Renewal 
Capital 

Upgrade/New 
Disposals 

2014 $577 $481 $582 $714 $0 

2015 $594 $498 $364 $60 $0 

2016 $597 $501 $462 $186 $0 

2017 $604 $508 $415 $250 $0 

2018 $611 $515 $390 $238 $0 

2019 $618 $522 $503 $0 $0 

2020 $621 $525 $594 $0 $0 

2021 $624 $528 $461 $0 $0 

2022 $626 $530 $585 $0 $0 

2023 $629 $533 $494 $0 $0 

2024 $632 $536 $485 $145 $0 

2025 $637 $541 $485 $145 $0 

2026 $643 $547 $485 $145 $0 

2027 $649 $553 $485 $145 $0 

2028 $654 $558 $485 $145 $0 

2029 $660 $564 $485 $145 $0 

2030 $666 $570 $485 $145 $0 

2031 $672 $576 $485 $145 $0 

2032 $678 $582 $485 $145 $0 

2033 $684 $588 $485 $145 $0 

 

6.2 Funding Strategy 

After reviewing service levels, as appropriate to ensure ongoing financial sustainability projected expenditures 
identified in Section 6.1.2 will be accommodated in the organisation’s 10 year long term financial plan. 

6.3 Valuation Forecasts 

Asset values are forecast to increase as additional assets are added to the asset stock from construction and 
acquisition by the organisation and from assets constructed by land developers and others and donated to the 
organisation.  Figure 9 shows the projected replacement cost asset values over the planning period in real values. 
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Figure 9:  Projected Asset Values 
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Depreciation expense values are forecast in line with asset values as shown in Figure 10. 

Figure 10:  Projected Depreciation Expense 
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Figure 11:  Projected Depreciated Replacement Cost 

 

The depreciated replacement cost will vary over the forecast period depending on the rates of addition of new assets, 
disposal of old assets and consumption and renewal of existing assets.  Forecast of the assets’ depreciated 
replacement cost is shown in Figure 11. The depreciated replacement cost of contributed and new assets is shown in 
the darker colour and in the lighter colour for existing assets. 

 

6.4 Key Assumptions made in Financial Forecasts 

This section details the key assumptions made in presenting the information contained in this asset management plan 
and in preparing forecasts of required operating and capital expenditure and asset values, depreciation expense and 
carrying amount estimates.  It is presented to enable readers to gain an understanding of the levels of confidence in 
the data behind the financial forecasts. 

Key assumptions made in this asset management plan and risks that these may change are shown in Table 6.4.  

Table 6.4:  Key Assumptions made in AM Plan and Risks of Change 

Key Assumptions Risks of Change to Assumptions 

Current rates of maintenance, operational and 
depreciation expenditure are an indicator for 
future assets. 

Future assets will attract a greater or lesser amount of ongoing 
operational expenditure. 

Sorell municipality will increase in population as 
per ABS projections. 

If the Sorell population increases less than projected it will mean 
less than projected asset expansion and associated costs. An 
increase in population that is greater than projected figures will 
result in greater than projected asset expansion and associated 
costs. However, it will also result in greater ratal income. 
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6.5 Forecast Reliability and Confidence 

The expenditure and valuations projections in this AM Plan are based on best available data.  Currency and accuracy 
of data is critical to effective asset and financial management.  Data confidence is classified on a 5 level scale12 in 
accordance with Table 6.5. 

Table 6.5:  Data Confidence Grading System 

Confidence 
Grade 

Description 

A  Highly reliable Data based on sound records, procedures, investigations and analysis, documented properly and 
recognised as the best method of assessment. Dataset is complete and estimated to be accurate 
± 2%. 

B  Reliable Data based on sound records, procedures, investigations and analysis, documented properly but 
has minor shortcomings, for example some of the data is old, some documentation is missing 
and/or reliance is placed on unconfirmed reports or some extrapolation.  Dataset is complete and 
estimated to be accurate ± 10%. 

C  Uncertain Data based on sound records, procedures, investigations and analysis which is incomplete or 
unsupported, or extrapolated from a limited sample for which grade A or B data are available.  
Dataset is substantially complete but up to 50% is extrapolated data and accuracy estimated ± 
25%. 

D  Very Uncertain Data is based on unconfirmed verbal reports and/or cursory inspections and analysis.  Dataset 
may not be fully complete and most data is estimated or extrapolated.  Accuracy ± 40%. 

E  Unknown None or very little data held. 

 
The estimated confidence level for and reliability of data used in this AM Plan is shown in Table 6.5.1. 

Table 6.5.1:  Data Confidence Assessment for Data used in AM Plan 

Data  Confidence 
Assessment 

Demand drivers C 

Growth projections C 

Operations expenditures B 

Maintenance expenditures B 

Projected Renewal exps.  C- 

- Asset values C 

- Asset residual values C 

- Asset useful lives C 

- Condition modelling D 

- Network renewals B+ 

 - Defect repairs B 

Upgrade/New expenditures B+ 

Disposal expenditures C 

 
Over all data sources, the data confidence is assessed as low to medium confidence level for data used in the 
preparation of this AM Plan.  

                                                

12 IPWEA, 2011, IIMM, Table 2.4.6, p 2|59. 



- 35 - 

SORELL COUNCIL – BUILDINGS AND OS ASSET MANAGEMENT PLAN  

7. PLAN IMPROVEMENT AND MONITORING 

7.1 Status of Asset Management Practices 

7.1.1 Accounting and financial systems 

Council’s uses Navision as its finance system. The Navision system manages all financial transactions and holds the 
general ledger.  

Accountabilities for financial systems 

The Deputy General Manager / Corporate Services Manager is responsible for managing the finance system. Council’s 
IT section provides technical support for the operation and maintenance of the finance system.  

Accounting standards and regulations 

The Local Government Act 1993 requires that Council prepare and maintain all accounting records, accounts and 
financial statements in accordance with all the relevant Australian Accounting Standards. The following accounting 
standards and guidelines must be complied with. 

 AASB 116 Property, Plant & Equipment – prescribes requirements for the recognition and depreciation of 
property, plant and equipment assets. 

 AASB 136 Impairment of Assets – aims to ensure that assets are carried at amounts that are not in excess of 
their recoverable amounts. 

 AASB1021 Depreciation of non-current assets – specifies how depreciation is to be calculated. 

 AAS 1001 Accounting Policies – specifies the policies that is to have for the recognition of assets and 
depreciation. 

 AASB 10141 Accounting for the reduction of non-current assets- specifies the frequency and basis of 
calculating depreciation and revaluation basis used for these assets. 

 AAS 1015 Accounting for the acquisition of assets. 

 AAS 27 Financial reporting by Local Government 

 AAS 1010 Recoverable Amounts of Non-Current Assets – specifies requirements to test the reasonableness of 
valuations. 

Capital/maintenance threshold 

Maintenance and Repairs Costs – are expensed when incurred. If the maintenance costs significantly increase the 
economic life of an assets or the total value exceeds the written down carrying value, and the costs are consistent 
with the asset acquisition limits, then the costs will be capitalised. 

Expenditure greater than $5000 is considered capital work, expenditure less than $5000 is deemed to be 
maintenance. 

Required changes to accounting financial systems arising from this AM Plan 

None 

7.2.1 Asset management system 

Council uses Civica Authority as its asset management system.  
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Asset registers 

The Civica Authority system contains Council’s asset register and is used to run annual revaluation and quarterly 
depreciation on Council’s assets. 

The Asset Engineer is responsible for managing the asset system. Council’s IT section provides technical support for 
the operation and maintenance of the asset management system.  

Linkage from asset management to financial system 

Council’s asset management system is not linked automatically to Council’s finance system. Figures from the asset 
management system are manually reconciled with the finance system at end of each financial year. 

Accountabilities for asset management system and data maintenance 

Asset Engineer 

Required changes to asset management system arising from this AM Plan 

The current asset register contains many flaws and vital linkages are missing, including links to the CVR and the 
Geographical Information System (GIS). 

The Asset Hierarchy or structure within the asset register requires significant revision. A summary of necessary 
changes is listed below: 

 Large scale data collection, verification and cleansing of existing data is required for this asset class; 

 Development of asset registers for Parks / Reserves / Open Spaces and Buildings. 

7.2 Improvement Program 

The asset management improvement plan generated from this asset management plan is shown in Table 8.2. 

Table 7.2:  Improvement Plan 

Task 
No 

Task Responsibility Resources 
Required 

Timeline 

1 Capture data on all Buildings and OS Assets BO, RF, SF, Staff Time 30/12/2014 

2  Conditionally assess all Buildings and OS Assets BO, RF, SF, Staff Time 30/03/2015 

3 Revalue Buildings and OS Assets BO, RF, TJ Staff Time 30/6/2015 

4     

5     

6     

7     

8     

9     

10     

 

7.3 Monitoring and Review Procedures 

This asset management plan will be reviewed during annual budget planning processes and amended to recognise any 
material changes in service levels and/or resources available to provide those services as a result of budget decisions.  

The AM Plan will be updated annually to ensure it represents the current service level, asset values, projected 
operations, maintenance, capital renewal and replacement, capital upgrade/new and asset disposal expenditures and  
projected expenditure values incorporated into the Council’s long term financial plan. 

The AM Plan has a life of 4 years and is due for complete revision and updating on an annual basis. 
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7.4 Performance Measures 

The effectiveness of the asset management plan can be measured in the following ways: 

 The degree to which the required projected expenditures identified in this asset management plan are 
incorporated into the organisation’s long term financial plan, 

 The degree to which 1-5 year detailed works programs, budgets, business plans and organisational structures 
take into account the ‘global’ works program trends provided by the asset management plan, 

 The degree to which the existing and projected service levels and service consequences (what we cannot do), 
risks and residual risks are incorporated into the organisation’s Strategic Plan and associated plans, 
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8.1 Extract from the Sorell Council Strategic Plan 2014 – 2018  

Stakeholder Community 
The Strategic Plan aims to provide information and guidance on the future planning directions for 
Sorell to the following stakeholder groups:– 

 General public 

 Residents 

 Community groups 

 Property owners 

 Businesses 

 Tourists 

 Common services partners 

 South East Regional Development 

Authority 

 Southern Tasmanian Councils 

Authority 

 Local Government Association of 

Tasmania 

 State Government 

 Federal Government 

 Sorell Councillors and staff 

 

Guiding Principles 
The Strategic Plan is guided by the following principles:– 

 Valuing the balance between the natural environment, community settlements, rural 

landscape, scenic waterways and development 

 Striving for financial sustainability 

 Maximise Sorell Council’s value to the Municipal Area and encourage a positive customer 

focused culture 

 Facilitating growth and new opportunities 

 Prioritising resources 

 Acknowledging and accepting community diversity 

 Engaging and communicating with the community 

 Supporting regional cooperation 

 Council’s Annual Operating Plans, budgets and performance targets will align with the Key 

Focus Areas 

 Develop a positive organisational culture that values the contribution of staff and Council 

 

Primary Focus 
 Maximise Sorell Council’s value to the Sorell Municipal Area 

 Ensure organisational health through the development of people, processes, products and 

partners 

 Diversify and grow the rate base 

 

Key Focus Areas 
 Identify, scope and attract key priority infrastructure projects 

 Identify, scope and attract new industry and businesses 

 Form alliances between public, community and private organisations to take projects and 

strategies forward and advocate accordingly (includes partnership with the State 

Government and continuing to investigate and implement shared services) 

 Identify, promote and market existing local businesses, events and places of interest in the 

Sorell Municipal Area 

 Support and encourage sustainable community facilities 

 Promote the Sorell Municipal Area as a good place to live 

 Identify, promote and market the potential use of the coast line of the Municipal Area  

 Develop and implement a land acquisition and disposal strategy 
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9. APPENDICES 

 

Appendix A Maintenance Response Levels of Service 

 

Appendix B Projected 10 year Capital Renewal and Replacement Works Program  

 

Appendix C Projected 10 year Capital Upgrade/New Works Program  

 

Appendix D Budgeted Expenditures Accommodated in LTFP 

 

Appendix E Abbreviations 

 

Appendix F Glossary 
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Appendix A Maintenance Response Levels of Service 

A formal maintenance response level of service is yet to be determined. 
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Appendix B Projected 10 year Capital Renewal and Replacement Works Program  
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Appendix C Budgeted Expenditures Accommodated in LTFP 
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Appendix D   EXAMPLE:  Extract from NAMS.PLUS TEMPLATE  
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Appendix E Abbreviations 

 

AAAC Average annual asset consumption 

AM Asset management 

AM Plan Asset management plan 

ARI Average recurrence interval 

ASC Annual service cost 

BOD Biochemical (biological) oxygen demand 

CRC Current replacement cost 

CWMS Community wastewater management systems 

DA Depreciable amount 

DRC Depreciated replacement cost 

EF Earthworks/formation 

IRMP Infrastructure risk management plan 

LCC Life Cycle cost 

LCE Life cycle expenditure 

LTFP Long term financial plan 

MMS Maintenance management system 

PCI Pavement condition index 

RV Residual value 

SoA State of the Assets 

SS Suspended solids 

vph Vehicles per hour 

WDCRD Written down current replacement cost 
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Appendix F Glossary

Annual service cost (ASC) 
1)     Reporting actual cost 
        The annual (accrual) cost of providing a service 

including operations, maintenance, depreciation, 
finance/opportunity and disposal costs less 
revenue.  

2)    For investment analysis and budgeting 
        An estimate of the cost that would be tendered, 

per annum, if tenders were called for the supply 
of a service to a performance specification for a 
fixed term.  The Annual Service Cost includes 
operations, maintenance, depreciation, finance/ 
opportunity and disposal costs, less revenue. 

Asset 
A resource controlled by an entity as a result of past 
events and from which future economic benefits are 
expected to flow to the entity. Infrastructure assets 
are a sub-class of property, plant and equipment 
which are non-current assets with a life greater than 
12 months and enable services to be provided. 

Asset category 
Sub-group of assets within a class hierarchy for 
financial reporting and management purposes. 

Asset class 
A group of assets having a similar nature or function in 
the operations of an entity, and which, for purposes of 
disclosure, is shown as a single item without 
supplementary disclosure. 

Asset condition assessment 
The process of continuous or periodic inspection, 
assessment, measurement and interpretation of the 
resultant data to indicate the condition of a specific 
asset so as to determine the need for some 
preventative or remedial action. 

Asset hierarchy 
A framework for segmenting an asset base into 
appropriate classifications. The asset hierarchy can be 
based on asset function or asset type or a combination 
of the two. 

Asset management (AM) 
The combination of management, financial, economic, 
engineering and other practices applied to physical 
assets with the objective of providing the required 
level of service in the most cost effective manner. 

Asset renewal funding ratio 
The ratio of the net present value of asset renewal 
funding accommodated over a 10 year period in a long 
term financial plan relative to the net present value of 
projected capital renewal expenditures identified in an 
asset management plan for the same period [AIFMG 
Financial Sustainability Indicator No 8]. 

Average annual asset consumption (AAAC)* 
The amount of an organisation’s asset base consumed 
during a reporting period (generally a year).  This may 
be calculated by dividing the depreciable amount by 
the useful life (or total future economic 
benefits/service potential) and totalled for each and 
every asset OR by dividing the carrying amount 
(depreciated replacement cost) by the remaining 
useful life (or remaining future economic 
benefits/service potential) and totalled for each and 
every asset in an asset category or class. 

Borrowings 
A borrowing or loan is a contractual obligation of the 
borrowing entity to deliver cash or another financial 
asset to the lending entity over a specified period of 
time or at a specified point in time, to cover both the 
initial capital provided and the cost of the interest 
incurred for providing this capital. A borrowing or loan 
provides the means for the borrowing entity to 
finance outlays (typically physical assets) when it has 
insufficient funds of its own to do so, and for the 
lending entity to make a financial return, normally in 
the form of interest revenue, on the funding provided. 

Capital expenditure 
Relatively large (material) expenditure, which has 
benefits, expected to last for more than 12 months. 
Capital expenditure includes renewal, expansion and 
upgrade. Where capital projects involve a combination 
of renewal, expansion and/or upgrade expenditures, 
the total project cost needs to be allocated 
accordingly. 

Capital expenditure - expansion 
Expenditure that extends the capacity of an existing 
asset to provide benefits, at the same standard as is 
currently enjoyed by existing beneficiaries, to a new 
group of users. It is discretionary expenditure, which 
increases future operations and maintenance costs, 
because it increases the organisation’s asset base, but 
may be associated with additional revenue from the 
new user group, e.g. extending a drainage or road 
network, the provision of an oval or park in a new 
suburb for new residents. 
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Capital expenditure - new 
Expenditure which creates a new asset providing a 
new service/output that did not exist beforehand. As it 
increases service potential it may impact revenue and 
will increase future operations and maintenance 
expenditure. 

Capital expenditure - renewal 
Expenditure on an existing asset or on replacing an 
existing asset, which returns the service capability of 
the asset up to that which it had originally. It is 
periodically required expenditure, relatively large 
(material) in value compared with the value of the 
components or sub-components of the asset being 
renewed. As it reinstates existing service potential, it 
generally has no impact on revenue, but may reduce 
future operations and maintenance expenditure if 
completed at the optimum time, e.g. resurfacing or re-
sheeting a material part of a road network, replacing a 
material section of a drainage network with pipes of 
the same capacity, resurfacing an oval. 

Capital expenditure - upgrade 
Expenditure, which enhances an existing asset to 
provide a higher level of service or expenditure that 
will increase the life of the asset beyond that which it 
had originally. Upgrade expenditure is discretionary 
and often does not result in additional revenue unless 
direct user charges apply. It will increase operations 
and maintenance expenditure in the future because of 
the increase in the organisation’s asset base, e.g. 
widening the sealed area of an existing road, replacing 
drainage pipes with pipes of a greater capacity, 
enlarging a grandstand at a sporting facility.  

Capital funding 
Funding to pay for capital expenditure. 

Capital grants 
Monies received generally tied to the specific projects 
for which they are granted, which are often upgrade 
and/or expansion or new investment proposals. 

Capital investment expenditure 
See capital expenditure definition 

Capitalisation threshold 
The value of expenditure on non-current assets above 
which the expenditure is recognised as capital 
expenditure and below which the expenditure is 
charged as an expense in the year of acquisition. 

Carrying amount 
The amount at which an asset is recognised after 
deducting any accumulated depreciation / 
amortisation and accumulated impairment losses 
thereon. 

Class of assets 
See asset class definition 

Component 
Specific parts of an asset having independent physical 
or functional identity and having specific attributes 
such as different life expectancy, maintenance 
regimes, risk or criticality.  

Core asset management  
Asset management which relies primarily on the use of 
an asset register, maintenance management systems, 
job resource management, inventory control, 
condition assessment, simple risk assessment and 
defined levels of service, in order to establish 
alternative treatment options and long-term cashflow 
predictions. Priorities are usually established on the 
basis of financial return gained by carrying out the 
work (rather than detailed risk analysis and optimised 
decision- making).  

Cost of an asset 
The amount of cash or cash equivalents paid or the 
fair value of the consideration given to acquire an 
asset at the time of its acquisition or construction, 
including any costs necessary to place the asset into 
service.  This includes one-off design and project 
management costs. 

Critical assets 
Assets for which the financial, business or service level 
consequences of failure are sufficiently severe to 
justify proactive inspection and rehabilitation. Critical 
assets have a lower threshold for action than non-
critical assets.  

Current replacement cost (CRC) 
The cost the entity would incur to acquire the asset on 
the reporting date.  The cost is measured by reference 
to the lowest cost at which the gross future economic 
benefits could be obtained in the normal course of 
business or the minimum it would cost, to replace the 
existing asset with a technologically modern 
equivalent new asset (not a second hand one) with the 
same economic benefits (gross service potential) 
allowing for any differences in the quantity and quality 
of output and in operating costs. 

Deferred maintenance  
The shortfall in rehabilitation work undertaken relative 
to that required to maintain the service potential of an 
asset.  

Depreciable amount 
The cost of an asset, or other amount substituted for 
its cost, less its residual value. 
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Depreciated replacement cost (DRC) 
The current replacement cost (CRC) of an asset less, 
where applicable, accumulated depreciation 
calculated on the basis of such cost to reflect the 
already consumed or expired future economic benefits 
of the asset. 

Depreciation / amortisation 
The systematic allocation of the depreciable amount 
(service potential) of an asset over its useful life. 

Economic life 
See useful life definition. 

Expenditure 
The spending of money on goods and services. 
Expenditure includes recurrent and capital outlays. 

Fair value 
The amount for which an asset could be exchanged, or 
a liability settled, between knowledgeable, willing 
parties, in an arms-length transaction. 

Financing gap 
A financing gap exists whenever an entity has 
insufficient capacity to finance asset renewal and 
other expenditure necessary to be able to 
appropriately maintain the range and level of services 
its existing asset stock was originally designed and 
intended to deliver. The service capability of the 
existing asset stock should be determined assuming no 
additional operating revenue, productivity 
improvements, or net financial liabilities above levels 
currently planned or projected. A current financing 
gap means service levels have already or are currently 
falling. A projected financing gap if not addressed will 
result in a future diminution of existing service levels. 

Heritage asset 
An asset with historic, artistic, scientific, technological, 
geographical or environmental qualities that is held 
and maintained principally for its contribution to 
knowledge and culture and this purpose is central to 
the objectives of the entity holding it. 

Impairment Loss 
The amount by which the carrying amount of an asset 
exceeds its recoverable amount. 

Infrastructure assets 
Physical assets that contribute to meeting the needs 
of organisations or the need for access to major 
economic and social facilities and services, e.g. roads, 
drainage, footpaths and cycleways. These are typically 
large, interconnected networks or portfolios of 
composite assets.  The components of these assets 
may be separately maintained, renewed or replaced 
individually so that the required level and standard of 
service from the network of assets is continuously 
sustained. Generally the components and hence the 
assets have long lives. They are fixed in place and are 
often have no separate market value. 

Investment property 
Property held to earn rentals or for capital 
appreciation or both, rather than for: 
(a) use in the production or supply of goods or services 

or for administrative purposes; or 
(b) sale in the ordinary course of business. 

Key performance indicator  
A qualitative or quantitative measure of a service or 
activity used to compare actual performance against a 
standard or other target. Performance indicators 
commonly relate to statutory limits, safety, 
responsiveness, cost, comfort, asset performance, 
reliability, efficiency, environmental protection and 
customer satisfaction. 

Level of service 
The defined service quality for a particular 
service/activity against which service performance 
may be measured.  Service levels usually relate to 
quality, quantity, reliability, responsiveness, 
environmental impact, acceptability and cost. 

Life Cycle Cost * 
1. Total LCC The total cost of an asset throughout its 

life including planning, design, construction, 
acquisition, operation, maintenance, 
rehabilitation and disposal costs.   

2. Average LCC The life cycle cost (LCC) is average 
cost to provide the service over the longest asset 
life cycle. It comprises average operations, 
maintenance expenditure plus asset consumption 
expense, represented by depreciation expense 
projected over 10 years. The Life Cycle Cost does 
not indicate the funds required to provide the 
service in a particular year. 
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Life Cycle Expenditure 
The Life Cycle Expenditure (LCE) is the average 
operations, maintenance and capital renewal 
expenditure accommodated in the long term financial 
plan over 10 years.  Life Cycle Expenditure may be 
compared to average Life Cycle Cost to give an initial 
indicator of affordability of projected service levels 
when considered with asset age profiles. 

Loans / borrowings 
See borrowings. 

Maintenance  
All actions necessary for retaining an asset as near as 
practicable to an appropriate service condition, 
including regular ongoing day-to-day work necessary 
to keep assets operating, e.g. road patching but 
excluding rehabilitation or renewal. It is operating 
expenditure required to ensure that the asset reaches 
its expected useful life. 

 Planned maintenance 
Repair work that is identified and managed 
through a maintenance management system 
(MMS).  MMS activities include inspection, 
assessing the condition against failure/breakdown 
criteria/experience, prioritising scheduling, 
actioning the work and reporting what was done 
to develop a maintenance history and improve 
maintenance and service delivery performance.  

• Reactive maintenance 
Unplanned repair work that is carried out in 
response to service requests and management/ 
supervisory directions. 

• Specific maintenance 
Maintenance work to repair components or 
replace sub-components that needs to be 
identified as a specific maintenance item in the 
maintenance budget.  

• Unplanned maintenance  
Corrective work required in the short-term to 
restore an asset to working condition so it can 
continue to deliver the required service or to 
maintain its level of security and integrity. 

Maintenance expenditure * 
Recurrent expenditure, which is periodically or 
regularly required as part of the anticipated schedule 
of works required to ensure that the asset achieves its 
useful life and provides the required level of service. It 
is expenditure, which was anticipated in determining 
the asset’s useful life. 

Materiality 
The notion of materiality guides the margin of error 
acceptable, the degree of precision required and the 
extent of the disclosure required when preparing 
general purpose financial reports. Information is 
material if its omission, misstatement or non-
disclosure has the potential, individually or 
collectively, to influence the economic decisions of 
users taken on the basis of the financial report or 
affect the discharge of accountability by the 
management or governing body of the entity. 

Modern equivalent asset 
Assets that replicate what is in existence with the 
most cost-effective asset performing the same level of 
service. It is the most cost efficient, currently available 
asset which will provide the same stream of services 
as the existing asset is capable of producing.  It allows 
for technology changes and, improvements and 
efficiencies in production and installation techniques 

Net present value (NPV)  
The value to the organisation of the cash flows 
associated with an asset, liability, activity or event 
calculated using a discount rate to reflect the time 
value of money. It is the net amount of discounted 
total cash inflows after deducting the value of the 
discounted total cash outflows arising from e.g. the 
continued use and subsequent disposal of the asset 
after deducting the value of the discounted total cash 
outflows. 

Non-revenue generating investments 
Investments for the provision of goods and services to 
sustain or improve services to the community that are 
not expected to generate any savings or revenue to 
the Council, e.g. parks and playgrounds, footpaths, 
roads and bridges, libraries, etc. 

Operations 
Regular activities to provide services such as public 
health, safety and amenity, e.g. street sweeping, grass 
mowing and street lighting. 

Operating expenditure 
Recurrent expenditure, which is continuously required 
to provide a service. In common use the term typically 
includes, e.g. power, fuel, staff, plant equipment, on-
costs and overheads but excludes maintenance and 
depreciation. Maintenance and depreciation is on the 
other hand included in operating expenses.  
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Operating expense 
The gross outflow of economic benefits, being cash 
and non cash items, during the period arising in the 
course of ordinary activities of an entity when those 
outflows result in decreases in equity, other than 
decreases relating to distributions to equity 
participants. 

Operating expenses 
Recurrent expenses continuously required to provide a 
service, including power, fuel, staff, plant equipment, 
maintenance, depreciation, on-costs and overheads. 

Operations, maintenance and renewal financing ratio 
Ratio of estimated budget to projected expenditure 
for operations, maintenance and renewal of assets 
over a defined time (e.g. 5, 10 and 15 years). 

Operations, maintenance and renewal gap 
Difference between budgeted expenditures in a long 
term financial plan (or estimated future budgets in 
absence of a long term financial plan) and projected 
expenditures for operations, maintenance and 
renewal of assets to achieve/maintain specified 
service levels, totalled over a defined time (e.g. 5, 10 
and 15 years). 

Pavement management system (PMS) 
A systematic process for measuring and predicting the 
condition of road pavements and wearing surfaces 
over time and recommending corrective actions. 

PMS Score 
A measure of condition of a road segment determined 
from a Pavement Management System. 

Rate of annual asset consumption * 
The ratio of annual asset consumption relative to the 
depreciable amount of the assets. It measures the 
amount of the consumable parts of assets that are 
consumed in a period (depreciation) expressed as a 
percentage of the depreciable amount.  

Rate of annual asset renewal * 
The ratio of asset renewal and replacement 
expenditure relative to depreciable amount for a 
period. It measures whether assets are being replaced 
at the rate they are wearing out with capital renewal 
expenditure expressed as a percentage of depreciable 
amount (capital renewal expenditure/DA).  

Rate of annual asset upgrade/new * 
A measure of the rate at which assets are being 
upgraded and expanded per annum with capital 
upgrade/new expenditure expressed as a percentage 
of depreciable amount (capital upgrade/expansion 
expenditure/DA). 

Recoverable amount 
The higher of an asset's fair value, less costs to sell and 
its value in use. 

Recurrent expenditure 
Relatively small (immaterial) expenditure or that 
which has benefits expected to last less than 12 
months. Recurrent expenditure includes operations 
and maintenance expenditure. 

Recurrent funding 
Funding to pay for recurrent expenditure. 

Rehabilitation 
See capital renewal expenditure definition above. 

Remaining useful life 
The time remaining until an asset ceases to provide 
the required service level or economic usefulness.  Age 
plus remaining useful life is useful life. 

Renewal 
See capital renewal expenditure definition above. 

Residual value 
The estimated amount that an entity would currently 
obtain from disposal of the asset, after deducting the 
estimated costs of disposal, if the asset were already 
of the age and in the condition expected at the end of 
its useful life. 

Revenue generating investments 
Investments for the provision of goods and services to 
sustain or improve services to the community that are 
expected to generate some savings or revenue to 
offset operating costs, e.g. public halls and theatres, 
childcare centres, sporting and recreation facilities, 
tourist information centres, etc. 

Risk management  
The application of a formal process to the range of 
possible values relating to key factors associated with 
a risk in order to determine the resultant ranges of 
outcomes and their probability of occurrence. 

Section or segment 
A self-contained part or piece of an infrastructure 
asset.  

Service potential 
The total future service capacity of an asset. It is 
normally determined by reference to the operating 
capacity and economic life of an asset. A measure of 
service potential is used in the not-for-profit 
sector/public sector to value assets, particularly those 
not producing a cash flow. 
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Service potential remaining 
A measure of the future economic benefits remaining 
in assets.  It may be expressed in dollar values (Fair 
Value) or as a percentage of total anticipated future 
economic benefits.  It is also a measure of the 
percentage of the asset’s potential to provide services 
that is still available for use in providing services 
(Depreciated Replacement Cost/Depreciable Amount). 

Specific Maintenance 
Replacement of higher value components/sub-
components of assets that is undertaken on a regular 
cycle including repainting, replacement of air 
conditioning equipment, etc.  This work generally falls 
below the capital/ maintenance threshold and needs 
to be identified in a specific maintenance budget 
allocation.  

Strategic Longer-Term Plan  
A plan covering the term of office of councillors (4 
years minimum) reflecting the needs of the 
community for the foreseeable future. It brings 
together the detailed requirements in the Council’s 
longer-term plans such as the asset management plan 
and the long-term financial plan. The plan is prepared 
in consultation with the community and details where 
the Council is at that point in time, where it wants to 
go, how it is going to get there, mechanisms for 
monitoring the achievement of the outcomes and how 
the plan will be resourced. 

Sub-component 
Smaller individual parts that make up a component 
part. 

Useful life 
Either: 
(a) the period over which an asset is expected to be 

available for use by an entity, or 
(b) the number of production or similar units expected 

to be obtained from the asset by the entity. 
It is estimated or expected time between placing the 
asset into service and removing it from service, or the 
estimated period of time over which the future 
economic benefits embodied in a depreciable asset, 
are expected to be consumed by the Council. 

Value in Use 
The present value of future cash flows expected to be 
derived from an asset or cash generating unit.  It is 
deemed to be depreciated replacement cost (DRC) for 
those assets whose future economic benefits are not 
primarily dependent on the asset's ability to generate 
net cash inflows, where the entity would, if deprived 
of the asset, replace its remaining future economic 
benefits. 

Source:  IPWEA, 2009, Glossary 

Additional and modified glossary items shown * 


