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1. EXECUTIVE SUMMARY

Context

Council provides a road network to enable safe and
efficient  vehicle  transport throughout the
municipality. The assets within the Road Transport
asset class (used in this Plan) include;

e Roads-452km
0 Earthworks
0 Pavement
0 Surface
e Kerb and Gutter — 884km
e Driveways—20,570
e  Traffic Control
0 Roundabouts - 52
O Traffic Signals - 19
e  Carparks — 7500 square metres

These infrastructure assets have a replacement value
of $491.9M (current as of June 2014).

What does it Cost?

This asset management plan has been developed
using 2 analysis scenarios with Scenario 1 being
presented within this Asset Management Plan.
Scenario 1 (S1) uses asset valuation data to predict
renewals based on end of life projections. Scenario 3
(S3) is based on councils current programmed asset
renewals. Note that Scenario 2 is not utilised as it is
not relevant for this asset class. Using the scenarios,
an overview of the cost of providing the assets can be
determined, of which Scenario 1 is used. The 10 year
asset management financial indicator is 65% for
transport assets.

Project outlays required to provide the services
covered by this Asset Management Plan (AMP)
includes operations, maintenance, renewal and
upgrade of existing assets over the 10 year planning
period are summarised below.

Transport — Summary ($000)
10 year total cost 205,598
10 year total budget 133,819
10 year average cost 20,560
10 year average budget 13,382
10 year average shortfall -7,178

What we will do

Council plans to operate and maintain the transport
network so that it meets the needs of the community.

Managing the Risks

There are risks associated with providing the service
and not being able to complete all identified activities
and projects. We have identified major risks as:

e  Major weather events

e Unknown non-visual asset conditions

Level of Service expectations

We will endeavour to manage these risks within
available funding by:

e  Optimising condition surveys

e Developing levels of service

Confidence Levels
This AMP is based on medium level of confidence
information.

The Next Steps

The actions resulting from this asset management plan
are:

e Develop Levels of Service

e Identify asset hierarchy and critical assets
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Questions you may have

What is this plan about?

This asset management plan covers the infrastructure
assets that serve the City of Darwin community’s road
needs. These assets include roads and associated
infrastructure, throughout the community area that

enable people to use road transport to access services.

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.

Why is there a funding shortfall?

Most of the Council’s road network was constructed
by developers and the government, often provided
and accepted without consideration of ongoing
operations, maintenance and replacement needs.

Many of these assets are now approaching the later
years of their life and require replacement, services
from the assets are decreasing and maintenance costs
are increasing.

Our present funding levels are insufficient to continue
to provide existing services at current levels in the
medium term.

What options do we have?

Resolving the funding shortfall involves several 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
roads 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.

What happens if we don’t manage the shortfall?

It is likely that we will have to reduce service levels in
some areas, unless new sources of revenue are found.
For roads, the service level reduction may include
lower quality surfaces, increased pavement defects
and longer rectification timeframes.

What can we do?

We can develop options, costs and priorities for future
roads 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.
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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 AMPs recommended in Section 4.2.6 of the International
Infrastructure Management Manual.

The asset management plan is to be read with the organisation’s Asset Management Policy, and Asset Management
Strategy.

This infrastructure assets covered by this asset management plan are shown in Table 2.1. These assets are used to
provide access to services in the community.

Table 2.1: Assets covered by this Plan

Asset category Measure Replacement Value ($S000’s)
Sealed Roads 442km $360,252
Kerbs 884km $71,983
Carparks 746,070 sq.m $24,186
Driveways 88km $29,970
Traffic signals 19 $4,759
Roundabouts 52 $730
TOTAL n/a $491,880

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 AMP

Key Stakeholder Role in Asset Management Plan

Elected Members Represent needs of community/shareholders

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

Ensure organisation is financial sustainable

Risk  Management and Audit | Independent assurance and assistance to Council on Council’s risk,
Committee control and compliane frameworks, and external accountability.

Executive Leadership Team Executive management endorsement

Asset Management Steering Group Endorsement of Asset Management Plan and associated procedures
Development of long-term asset management strategies and related
policies in accordance with legislation and good management practices
Coordination of financial, operational and strategic inputs

Our organisational structure for service delivery of infrastructure assets is available on our website at
www.darwin.nt.gov.au

! IPWEA, 2011, Sec 4.2.6, Example of an Asset Management Plan Structure, pp 4|24 — 27.
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2.2 Goals and Objectives of Asset Management

City of Darwin as an organisation provides services to its community, and many 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.

Our goal in managing infrastructure assets is to meet the community’s desired level of service (in the most cost
effective manner for present and future consumers. The key elements of infrastructure asset management are:

e Providing a defined level of service and monitoring performance,

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

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

e Identifying, assessing and appropriately controlling risks, and

e Having a2 long-term financial plan which identifies required, affordable expenditure and how it will be
financed.

23 Plan Framework
Key elements of the plan are

e Levels of service — specifies the services and levels of service to be provided by the organisation,

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

e Life cycle management — how Council will manage its existing and future assets to provide defined levels of
service,

e  Financial summary — what funds are required to provide the defined services,

e Asset management practices,

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

e 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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CORPORATE PLANNING

Confirm strategic objectives and establish AM
policies, strategies & goals.

Define responsibilities & ownership.

Decide core or advanced AM Pan.

Gain organisation commitment.

<&

AM PLAN
REVIEW AND
AUDIT

IMPLEMENT
IMPROVEMENT
STRATEGY

INFORMATION MANAGEMENT, and DATA IMPROVEMENT

REVIEW/COLLATE ASSET INFORMATION
Existing information sources

Identify & describe assets.

Data collection

Condition assessments

Performance monitoring

Valuation Data

Road Map for preparing an Asset Management Plan
Source: IPWEA, 2006, IIMM, Fig 1.5.1, p 1.11.

ESTABLISH LEVELS OF SERVICE
Establish strategic linkages

Define & adopt statements
Establish measures & targets
Consultation

DEFINE SCOPE &
STRUCTURE OF PLAN

LIFECYCLE MANAGEMENT STRATEGIES
Develop lifecycle strategies

Describe service delivery strategy

Risk management strategies

Demand forecasting and management

Optimised decision making (renewals, new works,
disposals)

Optimise maintenance strategies

FINANCIAL FORECASTS
Lifecycle analysis

Financial forecast summary
Valuation Depreciation
Funding

IMPROVEMENT PLAN
Assess current/desired practices
Develop improvement plan

IS THE PLAN

ANNUAL PLAN /
BUSINESS PLAN

AFFORDABLE?

ITERATION

Reconsider service statements
Options for funding

Consult with Council

Consult with Community
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24 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 Manual®. 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 in a financially sustainable manner.

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 Council. Future revisions of the asset
management plan will incorporate community consultation on service levels and costs of providing the service. This
will assist Council 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

Council undertakes an annual Customer Satisfaction survey. This telephone survey polls a sample of residents on their
level of satisfaction with Council’s services. The most recent community satisfaction survey (2015) reported

satisfaction levels for the following services relating to transport infrastructure.

Table 3.1: Community Satisfaction Survey Levels

Performance Measure Satisfaction Level Target
Road Maintenance TBC >4

A scale of 1-5 is used, from 1 being not satisfied and 5 being very satisfied.
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 tropical, liveable city that creates opportunity and choice for our community”
Our mission is:

“Council will work with the community to maintain and promote the City of Darwin as the tropical capital of the
Northern Territory, offering opportunities and a vibrant lifestyle for our residents and visitors”

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

Table 3.2: Organisational Goals relevant to this Plan

Goal Outcome Strategy Relevant to this Plan

Strategic  Goal 2:| 2.1 Improved access and | 2.1.3 Manage the road network to meet community

® IPWEA, 2011, IIMM.
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Vibrant, flexible and | connectivity needs
tropical lifestyle 2.4 Economic growth | 2.4.1 Deliver, advocate for, and partner in
supported infrastructure and services that support Darwin’s

economic growth

Strategic  Goal  2: | 5.5 Responsible financial and | 5.5.1 Manage Council’s business based on a
Effective and | asset management sustainable financial and asset management
responsible strategy

governance

The organisation will exercise its duty of care to ensure public safety is accordance with the infrastructure risk
management plan prepared in conjunction with this AMP. Management of infrastructure risks is covered in Section
5.2
33 Legislative Requirements

The organisation has to meet many legislative requirements including Australian and State legislation and State

regulations. These include:

Table 3.3: Legislative Requirements

Legislation

Requirement

Local Government Act (NT) 2008

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

Workplace Health and Safety
(National uniform legislation) Act

Sets out the rules and responsibilities to secure the health, safety and
welfare of persons at work

All relevant Australian Standards
and Codes of Practice

National and international guidance and legislation relating to design,
installation, maintenance, approvals, testing to be applied to assets as
required.

Environmental Assessment Act

Outlines legislative requirements in relation to the assessment of the
environmental effects of development proposals and for the protection of
the environment

Environmental Offences and
Penalties Act 1996

Outlines offences local governments local governments (and other parties)
may be liable for where their acts and omissions maybe detrimental to the
protection of the environment.

Land Title Act & Regulations

Outlines legislative issues local governments need to consider in relation to
land ownership, easements and other purposes that may impact on various
assets, such as roads, stormwater and buildings that the local government
has under it care and control.

Lands Acquisition Act &
Regulations

Outlines legislative issues local governments need to consider in relation to
land they own that could be compulsorily acquired by the Northern
Territory for the purpose of the provision of essential services and facilities
being power (including gas), water, sewerage, road or communication
services or facilities to or across the prescribed land, or access to any of
them.

National Trust (Northern Territory)
Act

Outlines legislative issues local governments need to consider in relation to
the impacts that the National Trust (Northern Territory) activities could
have on the various assets, such as roads, stormwater, buildings and land,
that the local government has under it care and control.

Northern Territory Aboriginal
Sacred Sites Act

Outlines legislative issues local governments need to consider in relation to
the impacts that the Aboriginal Sacred Sites could have on the various
assets, such as roads, stormwater, buildings and land, that the local
government has under it care and control.
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Planning Act & Regulations Outlines legislative issues local governments need to consider in relation to
providing for appropriate and orderly planning and control of the use and
development of land within the municipality

The organisation will exercise its duty of care to ensure public safety in accordance with the infrastructure risk
management plan linked to this AMP. Management of risks is discussed in Section 5.2.

3.4 Levels of Service
Service levels are defined service levels in two terms, customer levels of service and technical levels of service.

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 asset management planning 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 support the community service levels as operational and 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 can be linked to annual budgets covering:

e Operations — the regular activities to provide services such as opening hours, cleansing, mowing grass,
energy, inspections, etc.

e Maintenance — the activities necessary to retain an asset as near as practicable to an appropriate service
condition (eg road patching, unsealed road grading, building and structure repairs),

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

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

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

Community and technical levels of service will be developed for future asset management plans.

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.

* IPWEA, 2011, IIMM, p 2.22
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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

Demand drivers Present position

Projection

Impact on services

Population 83,465 Estimated residential
population (2016)

1.5% annual growth per
annum (over 10 years)

Little or no impact

Development Slowing economy Moderate  growth  over | Little or no impact
medium term

Technological N/A No major technology | Little or no impact
advances anticipated

Legislative change Inclusion of Area Plans in | Change of use and increasing | Likely impact on functional

Planning Scheme

density

use of existing assets and
increasing demand  as
density increases

Climate change No impact Unlikely to affect transport | Little or no impact
assets in medium term
Community N/A Ongoing increase in levels of | Potential requirement for

expectations

service expectations

higher quality, improved
access and capacity.

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 failures.

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

Demand Driver Impact on Services

Demand Management Plan

Customer expectations Potential requirement

access and capacity.

for

decision making.

Whole of life cost assessment of potential new assets
higher  quality, improved | and impacts on operational and maintenance and
consultation with community to ensure informed

Area Plans (NT Planning | Changing and increasing

Scheme) demand on services.

potential needs

Provide input into area plan developments, forecast

° 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 or constructed 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

Darwin CC - Upgrade & New Assets to meet Demand
(Roads_2017_S1_V1)

O Contributed B Constructed

$60,000

$50,000

$40,000
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$10,000
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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.

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 Table 2.1.

The roads asset class includes sealed roads, kerbs, driveways, carparks, roundabouts and traffic signals.
The age profile of the assets include in this AMP is shown in Figure 2.

Figure 2: Asset Age Profile
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Darwin CC - Age Profile (Roads_2017_S1 V1)
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5.1.2  Asset capacity and performance

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

5.1.3 Asset condition

Condition is monitored through a regular inspection program. Transport asset condition is recorded every four years,
with additional inspections occurring as needed.

The condition profile of our assets is not available for this Asset Management Plan. Condition is measured usinga 1 -5
grading system6 as detailed in Table 5.1.3.

Table 5.1.3: Simple Condition Grading Model

Condition Grading

Description of Condition

1 Very Good: only planned maintenance required

2 Good: minor maintenance required plus planned maintenance
3 Fair: significant maintenance required

4 Poor: significant renewal/rehabilitation required

5 Very Poor: physically unsound and/or beyond rehabilitation

5.1.4  Asset valuations

® IPWEA, 2011, IIMM, Sec 2.5.4, p 2| 79.
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Assets were last revalued at 2014 using a fair value methodology. The valuations have been adjusted using the
following escalation rates to estimate the 2017 values:

2014/15 - 4.4%
2015/16 -1.9% Current

Replacement
2016/17 - 0.5% +- Cost
Accumulate
Depreciation .
Depreciated Annual | Depreciable
i H ’ Replacement Depreciation| Amount
The adjusted revaluation are as follows (000’s): Cost Expense
End of .
Current Replacement Cost $491,880 report End of Residual
porting reporting Val
‘od 1 0 alue
. v perio period 2
Depreciable Amount $491,880 |

Useful Life
Depreciated Replacement Cost’ $346,730

Annual Depreciation Expense $18,757
Useful lives were reviewed in June 2014 as part of the revaluation of assets.

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 3.8%
(Depreciation/Depreciable Amount)

Rate of Annual Asset Renewal 0.7%
(Capital renewal exp/Depreciable amount)

In 2018 the organisation plans to renew assets at 18.4% of the rate they are being consumed and will be increasing its
asset stock by 0.1% in the year.

5.1.5  Historical Data
To be included in future revisions of this Asset Management Plan.
5.2 Infrastructure Risk Management Plan

An assessment of risks® 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, the Risk Management and Audit Committee, and Council.

Table 5.2: Critical Risks and Treatment Plans

Service or What can Happen Risk Rating Risk Treatment Plan Residual
Asset at Risk (VH, H) Risk *
Roads Asset Failure to deVeIOp, implement and VH Asset Management Steering H
Management | maintain a corporate asset register Group in place and continues to

7 Also reported as Written Down Current Replacement Cost (WDCRC).
8 Infrastructure Department Operational Risk Assessment (Rev 5) June 2016
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- Inconsistent and fragmented
approach to the collection and
storage of asset information

- Lack of data available to monitor the
condition of assets

- Inability to plan long and short term
asset management programs

- Inability to adequately budget for
asset management

- Inability to monitor and assess
ratepayer and public demands for
levels of service

- Inability to monitor and assess actual
levels of service delivery

meet quarterly

Implementation of the
corporate asset register is
underway and will provide a
central location for data storage

Roads Asset
Management

Failure to develop and promote asset

management policies, standards and

procedures

- Failure to ensure a consistent
approach to asset management is
applied across Council

- Loss of corporate asset knowledge

- Failure to ensure asset management
is undertaken in accordance with
Australian and International
Standards

VH

Asset Management Steering
Group in place and continues to
meet quarterly

Development of procedures
undertaken for data collection
and asset management

Cyclic reviews undertaken of
policies, standards and
procedures

Asset management roles and
responsibilities allocated to
specific individuals across the
organisation

Implementation of asset
sustainability review
recommendations will ensure
policies, standards and
procedures are developed and
monitored

Roads Design | Failure to process annual submission VH dedicated officer responsible
for LATM and Black Spot funding for applications for funding
- Fun.dmg not secured for critical annual funding timetable
projects developed
- Essential improvements to A .
. notification of funding
infrastructure not able to be I
. . availability from Federal
undertaken in a timely manner
Government
- may lead to poor outcomes and )
hence result in a negative perception control self-assessment in place
of Council by the general public
Roads Failure to ensure a coordinated H City of Darwin has a dedicated
Planning approach to development processes resource through it Strategic

and long term planning

- NTG can make long term decisions re
development planning without
consultation

- Projects imposed or inherited without
being able to address budget
implications

- Additional costs incurred by City of
Darwin

- City of Darwin unable to effectively

Town Planner

City of Darwin is represented on
COAG and supports planning
initiatives through that forum
City of Darwin has embraced
NTG Territory 2030 initiatives in
its strategic plans
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plan for long term infrastructure
development

- DCA has overall approval powers for
development — Council has advisory

role only
Roads Failure to effectively administer VH Currently undertaking a process | H
Planning development contribution plans to capture all development
- Inadequate funding contribution by applications that have not been
private developers to undertake subject to CBD stormwater
ultimate upgrading works required contribution plans

- greater financial impost on the
general public to undertake these
works

- higher future rate rises than would
otherwise be required

- negative media reporting

Control self-assessment in place

Note * The residual risk is the risk remaining after the selected risk treatment plan is operational.
5.3 Routine Operations and Maintenance Plan

Operations include regular activities to provide services such as public health, safety and amenity, eg cleansing, 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, eg road patching but
excluding rehabilitation or renewal. Maintenance may be classified 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.

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 AMP and service risks considered in the Infrastructure Risk Management Plan.

Assessment and prioritisation of reactive maintenance is undertaken by Council staff using experience and judgement.
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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:

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

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

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

e Develop and regularly review appropriate emergency response capability,

e 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. A hierarchy includes the asset class and component used for asset
planning and financial reporting and service level hierarchy used for service planning and delivery. An asset hierarchy
will be developed for future Asset Management Plans.

Critical Assets

Critical assets are those assets which have a high consequence of failure but not necessarily a high likelihood of
failure. By identifying critical assets and critical failure modes, organisations can target and refine investigative
activities, maintenance plans and capital expenditure plans at the appropriate time.

Operations and maintenances activities may be targeted to mitigate critical assets failure and maintain service levels.
These activities may include increased inspection frequency, higher maintenance intervention levels, etc. Critical
assets failure modes and required operations and maintenance activities are detailed in Table 5.3.2.1.

Standards and specifications

Maintenance work is carried out in accordance with relevant Australian Standards, Austroads Guidelines and Northern
Territory specifications.

533 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 2017 dollar values (ie real values).

Figure 4: Projected Operations and Maintenance Expenditure
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Darwin CC - Projected Operations & Maintenance
Expenditure (Roads_2017_S1 V1)
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Deferred maintenance, ie 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 Council’s Asset Register data (used for 2014 valuations) to
project the renewal costs using acquisition year and useful life to determine the renewal year.

The useful lives of assets used to develop projected asset renewal expenditures are shown in Table 5.4.1.

Table 5.4.1: Useful Lives of Assets

Asset (Sub)Category Useful life (years)
Formation (Roads, carparks) 120
Pavement (Roads, carparks) 86
Surface (Roads, carparks) Asphalt (25), brick (18), chipseal (18), fibredec (20), gravel (15), liquid road (18)
Road kerbs 80
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Driveway kerbs Asphalt (30), chipseal (30), concrete (50), pavers (20), stone (30), tiles (15), XAG (50)
Traffic Signals 35
Roundabouts 50

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:

e Planning and scheduling renewal projects to deliver the defined level of service in the most efficient manner,
e Undertaking project scoping for all capital renewal and replacement projects to identify:
0 the service delivery ‘deficiency’, present risk and optimum time for renewal/replacement,
0 the project objectives to rectify the deficiency,
0 the range of options, estimated capital and life cycle costs for each options that could address the
service deficiency,
0 and evaluate the options against evaluation criteria adopted by the organisation, and
0 select the best option to be included in capital renewal programs,
e Using ‘low cost’ renewal methods (cost of renewal is less than replacement) wherever possible,
e Review current and required skills base and implement workforce training and development to meet
required construction and renewal needs,
e 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:

e Ensure the reliability of the existing infrastructure to deliver the service it was constructed to facilitate, or
e To ensure the infrastructure is of sufficient quality to meet the service requirements (eg roughness of a
road).’

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

e Have a high consequence of failure,

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

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

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

e Areidentified in the AMP as key cost factors,

e Have high operational or maintenance costs, and

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

Standards and specifications

Renewal and replacement work is carried out in accordance with relevant Australian Standards, Austroads Guidelines
and Northern Territory specifications.

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.

° 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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Fig 5: Projected Capital Renewal and Replacement Expenditure

Darwin CC - Projected Capital Renewal Expenditure
(Roads_2017_S1_V1)
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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 Council and
community requests, proposals identified by strategic plans or partnerships with other organisations, and are
incorporated into Council’s long term financial plans.

5.5.2 Capital Investment Strategies

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

e Planning and scheduling capital upgrade and new projects to deliver the defined level of service in the most
efficient manner,
e 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,
0 the project objectives to rectify the deficiency including value management for major projects,
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the range of options, estimated capital and life cycle costs for each options that could address the
service deficiency,

management of risks associated with alternative options,

and evaluate the options against evaluation criteria adopted by Council, and

select the best option to be included in capital upgrade/new programs,

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

e 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 and is based on the 2017 long term capital works plan. All amounts are shown in real

values.

Fig 6: Projected Capital Upgrade/New Asset Expenditure

Darwin CC - Projected Capital Upgrade/New Expenditure
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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 Council’s long term financial

plan.

No transport assets are identified for disposal.
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5.7 Service Consequences and Risks

The organisation has prioritised decisions made in adopting this AMP to obtain the optimum benefits from its
available resources. Decisions were made based on the development of 3 scenarios of AMPs.

Scenario 1 - What we would like to do based on asset register data

Scenario 2 — What we should do with existing budgets and identifying level of service and risk consequences (ie what
are the operations and maintenance and capital projects we are unable to do, what is the service and risk
consequences associated with this position). This may require several versions of the AMP.

Scenario 3 — What we can do and be financially sustainable with AMPs matching long-term financial plans.

The development of scenario 1 and scenario 2 AMPs provides the tools for discussion on trade-offs between what we
would like to do (scenario 1) and what we should be doing with existing budgets (scenario 2) by balancing changes in
services and service levels with affordability and acceptance of the service and risk consequences of the trade-off
position (scenario 3).

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.

Fig 7: Projected Operating and Capital Expenditure
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Darwin CC - Projected Operating and Capital Expenditure
(Roads_2017_S1_V1)
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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 Ratio™' 33%

The Asset Renewal Funding Ratio is the most important indicator and reveals that over the next 10 years, Council is
forecasting that it will have 33% of the funds required for the optimal renewal and replacement of its assets.

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 long term, 5 and 10 year periods. 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 long term, 5 and 10 year periods to
identify any funding shortfall. In a core asset management plan, a gap is generally due to increasing asset renewals for
ageing assets.

These figures are included in figure 7A.

Fig 7A: Projected Sustainability

' AIFMG, 2012, Version 1.3, Financial Sustainability Indicator 4, Sec 2.6, p 2.16
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Roads 2017 _S1 V1
Asset Renewal Funding Ratio

Asset Renewal Funding Ratio 33%

Long Term - Life Cycle Costs
Life Cycle Cost [average 10 years projected ops, maint exp and deprn.] $26,839
Life Cycle Exp [average 10 years LTFP budget ops, maint & capital renewal

exp] $11,065
Life Cycle Gap [life cycle expenditure — life cycle cost (-ve = gap)] $-15,775
Life Cycle Indicator [life cycle expenditure / life cycle cost] 41%
Medium Term - 10 year financial planning period

10 yr Ops, Maint & Renewal Projected Expenditure $17,828
10 yr Ops, Maint & Renewal LTFP Budget Exp $11,065
10 year financing shortfall [10 yr proj exp - LTFP Budget exp] $-6,764
10 year financing indicator [LTFP Budget exp / 10 yr proj exp] 62%
Medium Term — 5 year financial planning period

5 yr Ops, Maint & Renewal Projected Expenditure $19,776
5 yr Ops, Maint & Renewal LTFP Budget Exp $11,076
5 year financing shortfall [5 yr proj exp - LTFP Budget exp] $-8,700
5 year financing indicator [LTFP Budget exp / 5 yr proj exp] 56%

Asset management financial indicators

Figure 7B shows the asset management financial indicators over the 10 year planning period and for the long term life
cycle.

Figure 7B: Asset Management Financial Indicators
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Darwin CC - AM Financial Indicators (Reads_2017_51_V1)
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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 AMP. 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

Figure 8: Projected and LTFP Budgeted Renewal Expenditure
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Darwin CC - Projected & LTFP Budgeted Renewal
Expenditure (Roads_2017_S1 V1)
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Table 6.1.1 (S1) 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.

Table 6.1.1 (S1): Projected and LTFP Budgeted Renewals and Financing Shortfall

Projected LTFP Renewal I_?enevyal Cumulative Shortfall
Year End Financing
Renewals Budget (- gap, + surplus)
June 30 ($'000) ($'000) Shortfall (- gap, ($'000)
+ surplus) ($'000)
2018 $3,535 $3,451 $-84 $-84
2019 $6,295 $2,606 $-3,689 $-3,773
2020 $2,370 $3,876 $1,506 $-2,267
2021 $46,230 $3,953 $-42,277 $-44,544
2022 $628 $2,282 $1,654 $-42,891
2023 $15,135 $2,315 $-12,820 $-55,711
2024 $307 $2,348 $2,041 $-53,670
2025 $5 $2,482 $2,477 $-51,194
2026 $13,733 $4,417 $-9,316 $-60,510
2027 $9,220 $4,496 $-4,724 $-65,234
2028 $478 $3,223 $2,744 $-62,489
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2029 $18,421 $3,223 $-15,199 $-77,688
2030 $0 $3,223 $3,223 $-74,465
2031 $14,732 $3,223 $-11,510 $-85,975
2032 $16,376 $3,223 $-13,154 $-99,128
2033 $1,989 $3,223 $1,234 $-97,895
2034 $347 $3,223 $2,876 $-95,019
2035 $3,569 $3,223 $-346 $-95,365
2036 $12,517 $3,223 $-9,294 $-104,659
2037 $11,083 $3,223 $-7,860 $-112,519

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

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 AMP (including possibly revising the LTFP) before
finalising the asset management plan to manage required service levels and funding to eliminate any funding gap.

We will manage the ‘gap’ by developing this asset management plan to provide guidance on future service levels and
resources required to provide these services, and review future services, service levels and costs with the community.

6.1.2  Projected expenditures for long term financial plan
Table 6.1.2 (S1) shows the projected expenditures for the 10 year long term financial plan for Scenario 1.
Expenditure projections are in 2017 real values.

Table 6.1.2 (S1): Projected Expenditures for Long Term Financial Plan (S000)

Year Operations Maintenance Projected Capital Disposals
Capital Renewal Upgrade/New
2018 $719 $7,123 $3,535 $650 $0
2019 $720 $7,132 $6,295 $8,417 $0
2020 $732 $7,254 $2,370 $3,094 $0
2021 $737 $7,299 $46,230 $4,271 $0
2022 $743 $7,361 $628 $2,978 $0
2023 $747 $7,404 $15,135 $1,813 $0
2024 $750 $7,430 $307 $2,116 $0
2025 $753 $7,461 $5 $610 $0
2026 $754 $7,470 $13,733 $634 $0
2027 $755 $7,479 $9,220 $2,731 $0
2028 $759 $7,519 $478 $2,731 $0
2029 $763 $7,558 $18,421 $2,731 $0
2030 $767 $7,598 $0 $2,731 $0
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2031 $771 $7,637 $14,732 $2,731 $0
2032 $775 $7,677 $16,376 $2,731 $0
2033 $779 $7,716 $1,989 $2,731 $0
2034 $783 $7,756 $347 $2,731 $0
2035 $787 $7,795 $3,569 $2,731 $0
2036 $791 $7,835 $12,517 $2,731 $0
2037 $795 $7,875 $11,083 $2,731 $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 Council’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 Council and from assets constructed by land developers and others and donated to Council. Figure 9
shows the projected replacement cost asset values over the planning period in real values.

Figure 9: Projected Asset Values

Darwin CC - Projected Asset Values (Roads_2017_S1 V1)
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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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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.

Figure 11: Projected Depreciated Replacement Cost
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Darwin CC - Projected Depreciated Replacement Cost
(Roads_2017_S1_V1)
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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 AMP and Risks of Change

Key Assumptions Risks of Change to Assumptions
Escalation of 2014 revaluations using LTFP inflation Subsequent revaluations may differ and require rework
figures reflects 2017 values. to AMP
No assets created since 2014 valuation Additional funding requirement not captured
No growth allowance (other than new/upgrade projects Additional funding requirement not captured
identified in 10yr capital works program).

6.5 Forecast Reliability and Confidence

The expenditure and valuations projections in this AMP 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 scale’ in
accordance with Table 6.5.

2 |PWEA, 2011, IMM, Table 2.4.6, p 2|59.
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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

25%

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 +

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 AMP is shown in Table 6.5.1.

Table 6.5.1: Data Confidence Assessment for Data used in AMP

Data Confidence Comment
Assessment

Demand drivers B Nil

Growth projections B Nil

Operations expenditures C Based on operational and maintenance budgets that may cross over
expenditure types

Maintenance expenditures C Based on operational and maintenance budgets that may cross over
expenditure types

Projected Renewal exps. B Based on 2014 revaluation and not augmented by technical data.

- Asset values

- Asset residual values B Based on 2014 revaluation and not augmented by technical data.

- Asset useful lives B Based on 2014 revaluation and not augmented by technical data.

- Condition modelling N/A Condition data not used in financial modelling — is used in capex
program development however

- Network renewals B Based on 10 year capex plan based on pavement modelling from
condition data — this provides highly reliable surface information,
though pavement information is considered slightly less reliable.

- Defect repairs N/A Not used in modelling

Upgrade/New expenditures B Based on 10 year capex plan based on pavement modelling from
condition data — this provides highly reliable surface information,
though pavement information is considered slightly less reliable.

Disposal expenditures N/A No disposals included or anticipated

Over all data sources the data confidence is assessed as medium confidence level for data used in the preparation of

this AMP.

City of Darwin — ROADS ASSET MANAGEMENT PLAN




-30-

7. PLAN IMPROVEMENT AND MONITORING

7.1 Status of Asset Management Practices

7.1.1  Accounting and financial systems

CoD uses Authority as its accounting system.

Accountabilities for financial systems

Accountabilities are considered within Council’s Financial Policies.
Accounting standards and regulations

All relevant Australian Accounting Standards, including;

AASB 13 Fair value measurement

AASB 136 Property, plant and equipment

Capital/maintenance threshold

In general, works with a value over $5000 are considered to be capital works.
7.1.2  Asset management system

CoD uses a combination of AssetFinda and ArcGIS, with some support from spreadsheets in minor databases.
Asset registers

Asset registers are stored within AssetFinda or ArcGIS.

Linkage from asset management to financial system

There is no current link between the systems. Procedures are established to ensure the systems are aligned as much
as is practical.

Accountabilities for asset management system and data maintenance

Asset Management Procedures are in place to ensure the correct collection, recording and maintenance of asset data.
Audits are also carried out on the data on intervals no less than the defined condition survey intervals.
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Improvement Plan

The asset management improvement plan generated from this asset management plan is shown in Table 7.2.

Table 7.2: Improvement Plan

Task Task Responsibility Resources Required Timeline

No

1 Levels of Service definition Separate project Unknown Unknown

2 Asset hierarchy development Asset Management team | Within existing | Next AMP
resources Review

3 Identification of critical assets Asset Management team | Within existing | Next AMP
resources Review

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 AMP 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 organisation’s long term financial plan. Updated financial information will be
included every four years following the revaluation of the asset class.

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 Council’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 Council’s Strategic Plan and associated plans,

The Asset Renewal Funding Ratio achieving the target of 1.0.
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Appendix A Maintenance Response Levels of Service

To be developed.
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Appendix B Projected 10 year Capital Renewal and Replacement Works Program

Developed, but not included within this document, 3 year programs are developed and refined from the 10 year
program.
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Appendix C Projected Upgrade/Exp/New 10 year Capital Works Program
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Appendix D Budgeted Expenditures Accommodated in LTFP
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Appendix E Abbreviations

AAAC Average annual asset consumption

AM Asset management

AMP 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

WDCRC 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.
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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, eg. 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, eg. resurfacing or
resheeting 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, eg.
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.
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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.

Expenses

Decreases in economic benefits during the accounting
period in the form of outflows or depletions of assets
or increases in liabilities that result in decreases in
equity, other than those relating to distributions to
equity participants.

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.
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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, eg. ,
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

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.

for capital

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, eg 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.
e Reactive maintenance
Unplanned repair work that is carried out in
response to service requests and management/
supervisory directions.
e 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.
e 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.
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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 eg 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, eg. parks and playgrounds, footpaths,
and bridges, libraries, etc.

Operations

Regular activities to provide services such as public
health, safety and amenity, eg 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, eg 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 (eg 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).
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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, eg 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 a Council (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.
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Source: IPWEA, 2009, Glossary

Additional and modified glossary items shown *
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Context

This Asset Management Plan (AMP) covers the
Pathway Assets for City of Darwin.

The pathways network comprises:

e Footpaths —388.8km

e  Walkway —17.0km

e Shared —74.7km (including 3.0km on-road)

These infrastructure assets have a replacement value
of $63.748M.

What does it Cost?

This asset management plan has been developed
using 2 analysis scenarios with Scenario 1 being
presented within this Asset Management Plan.
Scenario 1 (S1) uses asset valuation data to predict
renewals based on end of life projections. Scenario 3
(S3) is based on councils current programmed asset
renewals. Note that Scenario 2 is not utilised as it is
not relevant for this asset class. Using the scenarios,
an overview of the cost of providing the assets can be
determined, of which Scenario 1 is used. The 10 year
asset management financial indicator is 110% for
pathways assets.

Project outlays required to provide the services
covered by this Asset Management Plan (AMP)
includes operations, maintenance, renewal and
upgrade of existing assets over the 10 year planning
period are summarised below.

Pathways — Summary ($000)
10 year total cost 33,878
10 year total budget 37,352
10 year average cost 3,388
10 year average budget 3,735
10 year average shortfall 374

What we will do

Council plans to operate and maintain the pathways
network so that it meets the needs of the community
and in accordance with Council Policy Number 048 —
Footpaths and Shared Paths and Council Policy
Number 056 - Walkways.

Managing the Risks

There are risks associated with providing the service
and not being able to complete all identified activities
and projects. We have identified major risks as:

e  Major weather events

e Unknown non-visual asset conditions

e Level of Service expectations

We will endeavour to manage these risks within
available funding by:

e  Optimising condition surveys

e Developing levels of service

Confidence Levels
This AMP is based on medium level of confidence
information.

The Next Steps

The actions resulting from this asset management plan
are:

e Develop Levels of Service

e |dentify asset hierarchy and critical assets



Questions you may have

What is this plan about?

This asset management plan covers the infrastructure
assets that serve the City of Darwin community’s road
needs. These assets include pathways and associated
infrastructure, throughout the community area that
enable people to use pathways to access services.

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.

Why is there a funding shortfall?

Most of the Council’s road network was constructed
by developers and the government, often provided
and accepted without consideration of ongoing
operations, maintenance and replacement needs.

Many of these assets are now approaching the later
years of their life and require replacement, services
from the assets are decreasing and maintenance costs
are increasing.

Our present funding levels are sufficient to continue to
provide existing services at current levels in the
medium term.

What options do we have?

Resolving the funding shortfall involves several 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
pathways 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.

What happens if we don’t manage the shortfall?

It is likely that we will have to reduce service levels in
some areas, unless new sources of revenue are found.
For pathways, the service level reduction may include
lower quality surfaces, increased pavement defects
and longer rectification timeframes.

What can we do?

We can develop options, costs and priorities for future
pathway 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.



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 AMPs recommended in Section 4.2.6 of the International
Infrastructure Management Manual.

The asset management plan is to be read with the organisation’s Asset Management Policy, and Asset Management
Strategy.

This infrastructure assets covered by this asset management plan are shown in Table 2.1. These assets are used to
provide access to services in the community.

Table 2.1: Assets covered by this Plan

Asset category Measure Replacement Value ($S000’s)
Footpaths 388.8km 45,446
Walkways 17.0km 4,784
Shared 74.7km 13,514
TOTAL 480.5km 63,754

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

Key Stakeholder Role in Asset Management Plan

Elected Members Represent needs of community/shareholders

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

Ensure organisation is financial sustainable

Risk  Management and Audit | Independent assurance and assistance to Council on Council’s risk,
Committee control and compliance frameworks, and external accountability.

Executive Leadership Team Executive management endorsement

Asset Management Steering Group Endorsement of Asset Management Plan and associated procedures
Development of long-term asset management strategies and related
policies in accordance with legislation and good management practices
Coordination of financial, operational and strategic inputs

Our organisational structure for service delivery of infrastructure assets is available on our website at
www.darwin.nt.gov.au

! IPWEA, 2011, Sec 4.2.6, Example of an Asset Management Plan Structure, pp 4|24 — 27.



2.2 Goals and Objectives of Asset Management

City of Darwin as an organisation provides services to its community, and many 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.

Our goal in managing infrastructure assets is to meet the community’s desired level of service (in the most cost
effective manner for present and future consumers. The key elements of infrastructure asset management are:

e Providing a defined level of service and monitoring performance,

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

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

e Identifying, assessing and appropriately controlling risks, and

e Having a2 long-term financial plan which identifies required, affordable expenditure and how it will be
financed.

23 Plan Framework
Key elements of the plan are

e Levels of service — specifies the services and levels of service to be provided by the organisation,

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

e Life cycle management — how Council will manage its existing and future assets to provide defined levels of
service,

e  Financial summary — what funds are required to provide the defined services,

e Asset management practices,

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

e 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.



Road Map for preparing an Asset Management Plan
Source: IPWEA, 2006, IIMM, Fig 1.5.1, p 1.11.

CORPORATE PLANNING

Confirm strategic objectives and establish AM
policies, strategies & goals.

Define responsibilities & ownership.

Decide core or advanced AM Pan.

Gain organisation commitment.

<&

REVIEW/COLLATE ASSET INFORMATION
Existing information sources

Identify & describe assets.
<):‘,> Data collection

Condition assessments

Performance monitoring
Valuation Data

DEFINE SCOPE &
STRUCTURE OF PLAN

ESTABLISH LEVELS OF SERVICE

Establish strategic linkages
<):‘,> Define & adopt statements

Establish measures & targets
Consultation

AM PLAN
REVIEW AND
AUDIT

LIFECYCLE MANAGEMENT STRATEGIES
Develop lifecycle strategies
Describe service delivery strategy
Risk management strategies
<:> Demand forecasting and management

Optimised decision making (renewals, new works,

INFORMATION MANAGEMENT, and DATA IMPROVEMENT

disposals)
Optimise maintenance strategies
IMPLEMENT
IMPROVEMENT FINANCIAL FORECASTS
STRATEGY Lifecycle analysis
<:> Financial forecast summary

Valuation Depreciation
Funding

IMPROVEMENT PLAN
Assess current/desired practices
Develop improvement plan

ITERATION

Reconsider service statements
Options for funding

Consult with Council

Consult with Community

IS THE PLAN
AFFORDABLE?

ANNUAL PLAN /
BUSINESS PLAN




24 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 Manual®. 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 in a financially sustainable manner.

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 Council. Future revisions of the asset
management plan will incorporate community consultation on service levels and costs of providing the service. This
will assist Council 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

Council undertakes an annual Customer Satisfaction survey. This telephone survey polls a sample of residents on their
level of satisfaction with Council’s services. The most recent community satisfaction survey (2015) reported

satisfaction levels for the following services relating to pathways infrastructure.

Table 3.1: Community Satisfaction Survey Levels

Performance Measure Satisfaction Level Target
Footpaths/shared paths 3.6 >4

A scale of 1-5 is used, from 1 being not satisfied and 5 being very satisfied.
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 tropical, liveable city that creates opportunity and choice for our community”
Our mission is:

“Council will work with the community to maintain and promote the City of Darwin as the tropical capital of the
Northern Territory, offering opportunities and a vibrant lifestyle for our residents and visitors”

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

Table 3.2: Organisational Goals relevant to this Plan

Goal Outcome Strategy Relevant to this Plan

Strategic  Goal  2: | Improved access and | 2.1.1 Improve the pathway and cycle networks and

® IPWEA, 2011, IIMM.



Vibrant, flexible and
tropical lifestyle

connectivity encourage cycling and walking

2.4.1 Deliver, advocate for, and partner in
infrastructure and services that support Darwin’s
economic growth

2.4 Economic
supported

growth

Strategic  Goal  2: | 5.5 Responsible financial and | 5.5.1 Manage Council’s business based on a
Effective and | asset management sustainable financial and asset management
responsible strategy

governance

The organisation will exercise its duty of care to ensure public safety is 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

The organisation has to meet many legislative requirements including Australian and State legislation and State

regulations. These include:

Table 3.3: Legislative Requirements

Legislation

Requirement

Local Government Act (NT) 2008

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

Workplace Health and Safety
(National uniform legislation) Act

Sets out the rules and responsibilities to secure the health, safety and
welfare of persons at work

All relevant Australian Standards
and Codes of Practice

National and international guidance and legislation relating to design,
installation, maintenance, approvals, testing to be applied to assets as
required.

Environmental Assessment Act

Outlines legislative requirements in relation to the assessment of the
environmental effects of development proposals and for the protection of
the environment

Environmental Offences and
Penalties Act 1996

Outlines offences local governments local governments (and other parties)
may be liable for where their acts and omissions maybe detrimental to the
protection of the environment.

Land Title Act & Regulations

Outlines legislative issues local governments need to consider in relation to
land ownership, easements and other purposes that may impact on various
assets, such as roads, stormwater and buildings that the local government
has under it care and control.

Lands Acquisition Act &
Regulations

Outlines legislative issues local governments need to consider in relation to
land they own that could be compulsorily acquired by the Northern
Territory for the purpose of the provision of essential services and facilities
being power (including gas), water, sewerage, road or communication
services or facilities to or across the prescribed land, or access to any of
them.

National Trust (Northern Territory)
Act

Outlines legislative issues local governments need to consider in relation to
the impacts that the National Trust (Northern Territory) activities could
have on the various assets, such as roads, stormwater, buildings and land,
that the local government has under it care and control.

Northern Territory Aboriginal
Sacred Sites Act

Outlines legislative issues local governments need to consider in relation to
the impacts that the Aboriginal Sacred Sites could have on the various
assets, such as roads, stormwater, buildings and land, that the local




government has under it care and control.

Planning Act & Regulations Outlines legislative issues local governments need to consider in relation to
providing for appropriate and orderly planning and control of the use and
development of land within the municipality

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

3.4 Levels of Service
Service levels are defined service levels in two terms, customer levels of service and technical levels of service.

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 asset management planning 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 support the community service levels as operational and 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 can be linked to annual budgets covering:

e Operations — the regular activities to provide services such as opening hours, cleansing, mowing grass,
energy, inspections, etc.

e Maintenance — the activities necessary to retain an asset as near as practicable to an appropriate service
condition (eg road patching, unsealed road grading, building and structure repairs),

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

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

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

Community and technical levels of service will be developed for future asset management plans.

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.

* IPWEA, 2011, IIMM, p 2.22



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

Demand drivers Present position

Projection

Impact on services

Population 83,465 Estimated residential
population (2016)

1.5% annual growth per
annum (over 10 years)

Little or no impact

Development Slowing economy Moderate  growth  over | Little or no impact
medium term

Technological N/A No major technology | Little or no impact
advances anticipated

Legislative change Inclusion of Area Plans in | Change of use and increasing | Likely impact on functional

Planning Scheme

density

use of existing assets and
increasing demand  as
density increases

Climate change No impact Unlikely to affect pathway | Little or no impact
assets in medium term
Community N/A Ongoing increase in levels of | Potential requirement for

expectations

service expectations

higher quality, improved
access and capacity.

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 failures.

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

Demand Driver Impact on Services

Demand Management Plan

Customer expectations Potential requirement

access and capacity.

for

decision making.

Whole of life cost assessment of potential new assets
higher  quality, improved | and impacts on operational and maintenance and
consultation with community to ensure informed

Area Plans (NT Planning | Changing and increasing

Scheme) demand on services.

potential needs

Provide input into area plan developments, forecast

° 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 or constructed 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

Darwin CC - Upgrade & New Assets to meet Demand
(Pathways 2017 S1 V1)
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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 Table 2.1.

The pathways asset class includes shared, footpath and walkway type assets.
The age profile of the assets include in this AM Plan is shown in Figure 2.

Figure 2: Asset Age Profile

Darwin CC - Age Profile (Pathways_2017_S1 V1)
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5.1.2  Asset capacity and performance

The organisation’s services are generally provided to meet design standards where these are available. However, in
accordance with the Footpath and Shared path policy, there are a number of footpaths considered obsolete. These
will be further detailed in future Plans.

5.1.3 Asset condition

Condition is monitored through a regular inspection program. Pathways asset condition is recorded every four years,
with additional inspections occurring as needed.
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The condition profile of our assets is not available for this Asset Management Plan. Condition is measured usinga 1 -5
grading system6 as detailed in Table 5.1.3.

Table 5.1.3: Simple Condition Grading Model

Condition Grading Description of Condition
1 Very Good: only planned maintenance required
2 Good: minor maintenance required plus planned maintenance
3 Fair: significant maintenance required
4 Poor: significant renewal/rehabilitation required
5 Very Poor: physically unsound and/or beyond rehabilitation

5.1.4  Asset valuations

Assets were last revalued at 2014 using a fair value methodology. The valuations have been adjusted using the
following escalation rates to estimate the 2017 values:

2014/15-4.4%

2015/16 - 1.9% . Clurrent .
eplacemen
2016/17 - 0.5% . Cost
Accumulate
Depreciated Doprecialony  Amnual | Depreciable
i H ’ Replacement Depreciation| Amount
The adjusted revaluation are as follows (000’s): Cost Expense
E”drtf’f End of Residual
reporting reporting Value
v period 1 period 2
Current Replacement Cost $63,748 » >
Useful Life
Depreciable Amount $63,748

Depreciated Replacement Cost’ $43,482
Annual Depreciation Expense $1,543
Useful lives were reviewed in June 2014 as part of the revaluation of assets.

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 2.4%
(Depreciation/Depreciable Amount)

Rate of Annual Asset Renewal 1.6%
(Capital renewal exp/Depreciable amount)

In 2018 the organisation plans to renew assets at 67.1% of the rate they are being consumed and will be increasing its
asset stock by 1.5% in the year.

5.1.5 Historical Data

To be included in future revisions of this Asset Management Plan.

® IPWEA, 2011, IIMM, Sec 2.5.4, p 2|79.
7 Also reported as Written Down Current Replacement Cost (WDCRC).
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5.2 Infrastructure Risk Management Plan

An assessment of risks® 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, the Risk Management and Audit Committee, and Council.

Table 5.2: Critical Risks and Treatment Plans

Service or Asset What can Happen Risk Rating Risk Treatment Plan Residual
at Risk (VH, H) Risk *
Pathways Asset Failure to develop, implement and VH Asset Management H
Management maintain a corporate asset register Steering Group in place
- Inconsistent and fragmented approach and continues to meet
to the collection and storage of asset quarterly
information Implementation of the
- Lack of data available to monitor the corporate asset register is
condition of assets underway and will provide
- Inability to plan long and short term a central location for data
asset management programs storage
- Inability to adequately budget for
asset management
- Inability to monitor and assess
ratepayer and public demands for
levels of service
- Inability to monitor and assess actual
levels of service delivery
Pathways Asset Failure to develop and promote asset VH Asset Management H
Management management policies, standards and Steering Group in place

procedures

- Failure to ensure a consistent
approach to asset management is
applied across Council

- Loss of corporate asset knowledge

- Failure to ensure asset management is
undertaken in accordance with
Australian and International Standards

and continues to meet
quarterly

Development of
procedures undertaken for
data collection and asset
management

Cyclic reviews undertaken
of policies, standards and
procedures

Asset management roles
and responsibilities
allocated to specific
individuals across the
organisation
Implementation of asset
sustainability review
recommendations will
ensure policies, standards

8 Infrastructure Department Operational Risk Assessment (Rev 5) June 2016
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and procedures are
developed and monitored

Note * The residual risk is the risk remaining after the selected risk treatment plan is operational.
5.3 Routine Operations and Maintenance Plan

Operations include regular activities to provide services such as public health, safety and amenity, eg cleansing, 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, eg road patching but
excluding rehabilitation or renewal. Maintenance may be classified 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.

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 AMP and service risks considered in the Infrastructure Risk Management Plan.

Assessment and prioritisation of reactive maintenance is undertaken by Council staff using experience and judgement.
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:

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

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

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

o Develop and regularly review appropriate emergency response capability,

e Review management of operations and maintenance activities to ensure Council is obtaining best value for
resources used.
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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. A hierarchy includes the asset class and component used for asset
planning and financial reporting and service level hierarchy used for service planning and delivery. An asset hierarchy
will be developed for future Asset Management Plans.

Critical Assets

Critical assets are those assets which have a high consequence of failure but not necessarily a high likelihood of
failure. By identifying critical assets and critical failure modes, organisations can target and refine investigative
activities, maintenance plans and capital expenditure plans at the appropriate time.

Operations and maintenances activities may be targeted to mitigate critical assets failure and maintain service levels.
These activities may include increased inspection frequency, higher maintenance intervention levels, etc. Critical
assets failure modes and required operations and maintenance activities are detailed in Table 5.3.2.1.

Standards and specifications

Maintenance work is carried out in accordance with relevant Australian Standards, Austroads Guidelines and Northern
Territory specifications.

533 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 2017 dollar values (ie real values).

Figure 4: Projected Operations and Maintenance Expenditure

Darwin CC - Projected Operations & Maintenance
Expenditure (Pathways_2017_S1 V1)
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Deferred maintenance, ie 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 Council’s Asset Register data (used for 2014 valuations) to
project the renewal costs using acquisition year and useful life to determine the renewal year.

The useful lives of assets used to develop projected asset renewal expenditures are shown in Table 5.4.1.

Table 5.4.1: Useful Lives of Assets

Asset (Sub)Category Useful life
Shared Asphalt (30), chipseal (30), Concrete (50), pavers (20), XAG (50)
Walkways Asphalt (30), chipseal (30), Concrete (50), pavers (20), XAG (50), gravel (30), no surface (80)
Footpaths Asphalt (30), chipseal (30), Concrete (50), pavers (20), XAG (50), gravel (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:
0 the service delivery ‘deficiency’, present risk and optimum time for renewal/replacement,
0 the project objectives to rectify the deficiency,
0 the range of options, estimated capital and life cycle costs for each options that could address the
service deficiency,
0 and evaluate the options against evaluation criteria adopted by the organisation, and
0 select the best option to be included in capital renewal programs,
e Using ‘low cost’ renewal methods (cost of renewal is less than replacement) wherever possible,
e Review current and required skills base and implement workforce training and development to meet
required construction and renewal needs,
e 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:

e Ensure the reliability of the existing infrastructure to deliver the service it was constructed to facilitate, or
e To ensure the infrastructure is of sufficient quality to meet the service requirements (eg roughness of a
road).’

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

° IPWEA, 2011, IIMM, Sec 3.4.4, p 3|60.
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e Have a high consequence of failure,

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

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

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

e Areidentified in the AMP as key cost factors,

e Have high operational or maintenance costs, and

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

Standards and specifications

Renewal and replacement work is carried out in accordance with relevant Australian Standards, Austroads Guidelines
and Northern Territory specifications.

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.

Fig 5: Projected Capital Renewal and Replacement Expenditure

Darwin CC - Projected Capital Renewal Expenditure
(Pathways_2017_S1_V1)
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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.

10 Based on IPWEA, 2011, IIMM, Sec 3.4.5, p 3|66.



-18 -

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 Council and
community requests, proposals identified by strategic plans or partnerships with other organisations, and are
incorporated into Council’s long term financial plans.

5.5.2 Capital Investment Strategies

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

e Planning and scheduling capital upgrade and new projects to deliver the defined level of service in the most
efficient manner,
e Undertake project scoping for all capital upgrade/new projects to identify:
0 the service delivery ‘deficiency’, present risk and required timeline for delivery of the upgrade/new
asset,
0 the project objectives to rectify the deficiency including value management for major projects,
0 the range of options, estimated capital and life cycle costs for each options that could address the
service deficiency,
0 management of risks associated with alternative options,
0 and evaluate the options against evaluation criteria adopted by Council, and
0 select the best option to be included in capital upgrade/new programs,
e Review current and required skills base and implement training and development to meet required
construction and project management needs,
e 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 and is based on the 2017 long term capital works plan. All amounts are shown in real

values.

Fig 6: Projected Capital Upgrade/New Asset Expenditure
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Darwin CC - Projected Capital Upgrade/New Expenditure
(Pathways_2017_S1 V1)
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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 Council’s long term financial
plan.

No pathways assets are identified for disposal, except for those identified as obsolete, as discussed seperately.

5.7 Service Consequences and Risks

The organisation has prioritised decisions made in adopting this AMP to obtain the optimum benefits from its
available resources. Decisions were made based on the development of 3 scenarios of AMPs.

Scenario 1 - What we would like to do based on asset register data

Scenario 2 — What we should do with existing budgets and identifying level of service and risk consequences (ie what
are the operations and maintenance and capital projects we are unable to do, what is the service and risk
consequences associated with this position). This may require several versions of the AMP.

Scenario 3 — What we can do and be financially sustainable with AMPs matching long-term financial plans.

The development of scenario 1 and scenario 2 AMPs provides the tools for discussion on trade-offs between what we
would like to do (scenario 1) and what we should be doing with existing budgets (scenario 2) by balancing changes in
services and service levels with affordability and acceptance of the service and risk consequences of the trade-off
position (scenario 3).
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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.

Fig 7: Projected Operating and Capital Expenditure

Darwin CC - Projected Operating and Capital Expenditure
(Pathways_2017_S1 V1)
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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 Ratio! 233%

The Asset Renewal Funding Ratio is the most important indicator and reveals that over the next 10 years, Council is
forecasting that it will have 233% of the funds required for the optimal renewal and replacement of its assets.

' AIFMG, 2012, Version 1.3, Financial Sustainability Indicator 4, Sec 2.6, p 2.16
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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 long term, 5 and 10 year periods. 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 long term, 5 and 10 year periods to
identify any funding shortfall. In a core asset management plan, a gap is generally due to increasing asset renewals for
ageing assets.

These figures are included in figure 7A.

Fig 7A: Projected Sustainability

Pathways 2017 _S1 V1
Asset Renewal Funding Ratio

Asset Renewal Funding Ratio 233%
Long Term - Life Cycle Costs

Life Cycle Cost [average 10 years projected ops, maint exp and deprn.] $3,311
Life Cycle Exp [average 10 years LTFP budget ops, maint & capital renewal $2 741
exp] ’

Life Cycle Gap [life cycle expenditure — life cycle cost (-ve = gap)] $-571
Life Cycle Indicator [life cycle expenditure / life cycle cost] 83%
Medium Term - 10 year financial planning period

10 yr Ops, Maint & Renewal Projected Expenditure $2,245
10 yr Ops, Maint & Renewal LTFP Budget Exp $2,741
10 year financing shortfall [10 yr proj exp - LTFP Budget exp] $496
10 year financing indicator [LTFP Budget exp / 10 yr proj exp] 122%
Medium Term — 5 year financial planning period

5 yr Ops, Maint & Renewal Projected Expenditure $2,364
5 yr Ops, Maint & Renewal LTFP Budget Exp $2,703
5 year financing shortfall [5 yr proj exp - LTFP Budget exp] $339

5 year financing indicator [LTFP Budget exp / 5 yr proj exp] 114%

Asset management financial indicators

Figure 7B shows the asset management financial indicators over the 10 year planning period and for the long term life
cycle.

Figure 7B: Asset Management Financial Indicators
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Darwin CC - AM Financial Indicators (Pathways_2017_51_V1)
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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

Figure 8: Projected and LTFP Budgeted Renewal Expenditure
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Darwin CC - Projected & LTFP Budgeted Renewal
Expenditure (Pathways_2017_S1 V1)
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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.

Table 6.1.1 (S1): Projected and LTFP Budgeted Renewals and Financing Shortfall

Projected LTFP Renewal I_?enevyal Cumulative Shortfall
Year End Financing
Renewals Budget (- gap, + surplus)
June 30 ($'000) ($'000) Shortfall (- gap, ($'000)
+ surplus) ($'000)
2018 $380 $1,036 $656 $656
2019 $143 $1,050 $907 $1,563
2020 $0 $1,065 $1,065 $2,628
2021 $0 $1,079 $1,079 $3,707
2022 $2,829 $1,094 $-1,735 $1,972
2023 $78 $1,109 $1,031 $3,003
2024 $215 $1,125 $910 $3,913
2025 $341 $1,140 $799 $4,711
2026 $0 $1,156 $1,156 $5,867
2027 $781 $1,172 $391 $6,259

2028 $913 $1,103 $190 $6,449
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2029 $4,482 $1,103 $-3,379 $3,069
2030 $0 $1,103 $1,103 $4,172
2031 $547 $1,103 $556 $4,728
2032 $0 $1,103 $1,103 $5,831
2033 $1,220 $1,103 $-118 $5,713
2034 $680 $1,103 $423 $6,136
2035 $0 $1,103 $1,103 $7,238
2036 $0 $1,103 $1,103 $8,341
2037 $0 $1,103 $1,103 $9,444

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

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 AMP (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 2017 real values.

Table 6.1.2 (S1): Projected Expenditures for Long Term Financial Plan (5000)

Year Operations Maintenance Capl?tr;IJ (Iie(gr?:wal Upgci:g:et/all\lew Disposals
2018 $719 $919 $380 $955 $0
2019 $730 $933 $143 $1,057 $0
2020 $742 $948 $0 $1,278 $0
2021 $756 $966 $0 $1,300 $0
2022 $771 $985 $2,829 $1,105 $0
2023 $783 $1,001 $78 $1,122 $0
2024 $796 $1,017 $215 $1,139 $0
2025 $809 $1,034 $341 $1,156 $0
2026 $822 $1,050 $0 $1,173 $0
2027 $835 $1,067 $781 $1,143 $0
2028 $848 $1,084 $913 $1,143 $0
2029 $861 $1,100 $4,482 $1,143 $0
2030 $874 $1,117 $0 $1,143 $0
2031 $887 $1,133 $547 $1,143 $0
2032 $899 $1,150 $0 $1,143 $0

2033 $912 $1,166 $1,220 $1,143 $0



-25-

2034 $925 $1,183 $680 $1,143 $0
2035 $938 $1,199 $0 $1,143 $0
2036 $951 $1,216 $0 $1,143 $0
2037 $964 $1,232 $0 $1,143 $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 Council’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 Council and from assets constructed by land developers and others and donated to Council. Figure 9
shows the projected replacement cost asset values over the planning period in real values.

Figure 9: Projected Asset Values

Darwin CC - Projected Asset Values
(Pathways_2017 _S1 V1)

CRC ($'000)

Depreciation expense values are forecast in line with asset values as shown in Figure 10.

Figure 10: Projected Depreciation Expense
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Darwin CC - Projected Depreciation Expense
(Pathways_2017_S1 V1)

$2,250

$2,000

Annual Depreciation ($'000)

2018
2019
2020
2021
2034
2035
2036
2037

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.

Figure 11: Projected Depreciated Replacement Cost
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Darwin CC - Projected Depreciated Replacement Cost
(Pathways_2017_S1 V1)
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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
Escalation of 2014 revaluations using LTFP inflation Subsequent revaluations may differ and require rework
figures reflects 2017 values. to AMP
No assets created since 2014 valuation Additional funding requirement not captured
No growth allowance (other than new/upgrade projects Additional funding requirement not captured
identified in 10yr capital works program).
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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 scale™ in
accordance with Table 6.5.

Table 6.5: Data Confidence Grading System

Confidence Description
Grade

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 Comment

Demand drivers B Nil

Growth projections B Nil

Operations expenditures | C Based on operational and maintenance budgets that
may cross over expenditure types

Maintenance C Based on operational and maintenance budgets that

expenditures may cross over expenditure types

Projected Renewal exps. C Based on 2014 revaluation and not augmented by

- Asset values technical data.

- Asset residual values C Based on 2014 revaluation and not augmented by
technical data.

- Asset useful lives C Based on 2014 revaluation and not augmented by
technical data.

- Condition modelling N/A Condition data not used in modelling but is used for
capex planning.

- Network renewals C Based on 10 year capex plan but uncertain if based on
technical assessment

- Defect repairs N/A Not used in modelling

Upgrade/New B Based on 10 year capex plan based on pavement

expenditures modelling from condition data — this provides highly
reliable surface information, though pavement
information is considered slightly less reliable.

Disposal expenditures N/A No disposals included

12 |pWEA, 2011, IMM, Table 2.4.6, p 2|59.
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Over all data sources the data confidence is assessed as medium confidence level for data used in the preparation of
this AMP.

7. PLAN IMPROVEMENT AND MONITORING

7.1 Status of Asset Management Practices

7.1.1  Accounting and financial systems

CoD uses Authority as its accounting system.

Accountabilities for financial systems

Accountabilities are considered within Council’s Financial Policies.
Accounting standards and regulations

All relevant Australian Accounting Standards, including;

AASB 13 Fair value measurement

AASB 136 Property, plant and equipment

Capital/maintenance threshold

In general, works with a value over $5000 are considered to be capital works.
7.1.2  Asset management system

CoD uses a combination of AssetFinda and ArcGlIS, with some support from spreadsheets in minor databases.
Asset registers

Asset registers are stored within AssetFinda or ArcGlIS.

Linkage from asset management to financial system

There is no current link between the systems. Procedures are established to ensure the systems are aligned as much
as is practical.

Accountabilities for asset management system and data maintenance

Asset Management Procedures are in place to ensure the correct collection, recording and maintenance of asset data.
Audits are also carried out on the data on intervals no less than the defined condition survey intervals.



7.2

Improvement Plan
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The asset management improvement plan generated from this asset management plan is shown in Table 7.2.

Table 7.2: Improvement Plan

Task Task Responsibility Resources Timeline
No Required
1 Levels of Service definition Separate Unknown Unknown
project
2 Asset hierarchy development Asset Within  existing | Next AMP
Management resources Review
team
3 Identification of critical assets Asset Within  existing | Next AMP
Management resources Review
team
4 Obselete footpaths for disposal identification Asset Within  existing | Next AMP
Management resources Review
team
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 AMP 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 organisation’s long term financial plan. Updated financial information will be
included every four years following the revaluation of the asset class.

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 Council’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 Council’s Strategic Plan and associated plans,
The Asset Renewal Funding Ratio achieving the target of 1.0.
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Appendix A Maintenance Response Levels of Service

To be developed.
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Appendix B Projected 10 year Capital Renewal and Replacement Works Program

Developed, but not included within this document, 3 year programs are developed and refined from the 10 year
program.
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Appendix C Projected Upgrade/Exp/New 10 year Capital Works Program
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Appendix D Budgeted Expenditures Accommodated in LTFP
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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

WDCRC Written down current replacement cost



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.
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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, eg. extending a drainage or road
network, the provision of an oval or park in a new
suburb for new residents.



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, eg. resurfacing or
resheeting 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, eg.
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.
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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.



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.

Expenses

Decreases in economic benefits during the accounting
period in the form of outflows or depletions of assets
or increases in liabilities that result in decreases in
equity, other than those relating to distributions to
equity participants.

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.
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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, eg. 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

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.

for capital

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.



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, eg 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.
e Reactive maintenance
Unplanned repair work that is carried out in
response to service requests and management/
supervisory directions.
e 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.
e 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.
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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 eg 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, eg. parks and playgrounds, footpaths,
roads and bridges, libraries, etc.

Operations

Regular activities to provide services such as public
health, safety and amenity, eg 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, eg 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.



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 (eg 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).
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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, eg 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.



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 a Council (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.
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Source: IPWEA, 2009, Glossary

Additional and modified glossary items shown *
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1. EXECUTIVE SUMMARY

Context

This Asset Management Plan (AMP) covers the
stormwater assets for City of Darwin.

The stormwater network comprises:
e Stormwater drains — 348km

e  Subsoil drainage — 23km

e Pits—10,259

e Opendrains—11km

These infrastructure assets have a replacement value
of $324.2M.

What does it Cost?

This asset management plan has been developed
using 2 analysis scenarios with Scenario 1 being
presented within this Asset Management Plan.
Scenario 1 (S1) uses asset valuation data to predict
renewals based on end of life projections. Scenario 3
(S3) is based on councils current programmed asset
renewals. Note that Scenario 2 is not utilised as it is
not relevant for this asset class. Using the scenarios,
an overview of the cost of providing the assets can be
determined, of which Scenario 1 is used. The 10 year
asset management financial indicator is 117% for
stormwater assets.

Project outlays required to provide the services
covered by this Asset Management Plan (AMP)
includes operations, maintenance, renewal and
upgrade of existing assets over the 10 year planning
period are summarised below.

Stormwater — Summary ($000)
10 year total cost 32,786
10 year total budget 38,230
10 year average cost 3,279
10 year average budget 3,823
10 year average shortfall 544

What we will do

Council plans to operate and maintain the transport
network so that it meets the needs of the community.

Managing the Risks

There are risks associated with providing the service
and not being able to complete all identified activities
and projects. We have identified major risks as:

e  Major weather events

e Unknown non-visual asset conditions

e Level of Service expectations

We will endeavour to manage these risks within
available funding by:

e  Optimising condition surveys

e Developing levels of service

Confidence Levels
This AMP is based on medium level of confidence
information.

The Next Steps

The actions resulting from this asset management plan
are:

e Develop Levels of Service

e Identify asset hierarchy and critical assets
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Questions you may have

What is this plan about?

This asset management plan covers the infrastructure
assets that serve the City of Darwin community’s road
needs. These assets include stormwater and
associated infrastructure, throughout the community
area that enable people to use road transport to
access services.

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.

Why is there a funding shortfall?

Most of the Council’s road network was constructed
by developers and the government, often provided
and accepted without consideration of ongoing
operations, maintenance and replacement needs.

Many of these assets are now approaching the later
years of their life and require replacement, services
from the assets are decreasing and maintenance costs
are increasing.

Our present funding levels are sufficient to continue to
provide existing services at current levels in the long
term.

What options do we have?

Resolving the funding shortfall involves several 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
stormwater 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.

What happens if we don’t manage the shortfall?

It is likely that we will have to reduce service levels in
some areas, unless new sources of revenue are found.
For stormwater, the service level reduction may
include lower quality surfaces, increased pavement
defects and longer rectification timeframes.

What can we do?

We can develop options, costs and priorities for future
stormwater 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.
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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 AMPs recommended in Section 4.2.6 of the International
Infrastructure Management Manual.

The asset management plan is to be read with the organisation’s Asset Management Policy, and Asset Management
Strategy.

This infrastructure assets covered by this asset management plan are shown in Table 2.1. These assets are used to
provide access to services in the community.

Table 2.1: Assets covered by this Plan

Asset category Dimension Replacement Value (000’s)
Stormwater Drains 347.7km $285,603
Subsoil drainage 23.0km $1,619
Pits 10,259 $31,233
Open drains 11.0km $5,775
TOTAL $324,230

Key stakeholders in the preparation and implementation of this asset management plan are: Shown in Table 2.1.1.

Key Stakeholder Role in Asset Management Plan

Elected Members Represent needs of community/shareholders

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

Ensure organisation is financial sustainable

Risk  Management and Audit | Independent assurance and assistance to Council on Council’s risk,
Committee control and compliance frameworks, and external accountability.

Executive Leadership Team Executive management endorsement

Asset Management Steering Group Endorsement of Asset Management Plan and associated procedures
Development of long-term asset management strategies and related
policies in accordance with legislation and good management practices
Coordination of financial, operational and strategic inputs

Our organisational structure for service delivery of infrastructure assets is available on our website at
www.darwin.nt.gov.au

2.2 Goals and Objectives of Asset Management

City of Darwin as an organisation provides services to its community, and many 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.

! IPWEA, 2011, Sec 4.2.6, Example of an Asset Management Plan Structure, pp 4|24 — 27.
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Our goal in managing infrastructure assets is to meet the community’s desired level of service (in the most cost
effective manner for present and future consumers. The key elements of infrastructure asset management are:

e  Providing a defined level of service and monitoring performance,

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

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

e Identifying, assessing and appropriately controlling risks, and

e Having a2 long-term financial plan which identifies required, affordable expenditure and how it will be
financed.

2.3 Plan Framework
Key elements of the plan are

e Levels of service — specifies the services and levels of service to be provided by the organisation,

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

o Life cycle management — how Council will manage its existing and future assets to provide defined levels of
service,

e  Financial summary — what funds are required to provide the defined services,

e Asset management practices,

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

e 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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CORPORATE PLANNING

Confirm strategic objectives and establish AM
policies, strategies & goals.

Define responsibilities & ownership.

Decide core or advanced AM Pan.

Gain organisation commitment.

<&

AM PLAN
REVIEW AND
AUDIT

IMPLEMENT
IMPROVEMENT
STRATEGY

INFORMATION MANAGEMENT, and DATA IMPROVEMENT

REVIEW/COLLATE ASSET INFORMATION
Existing information sources

Identify & describe assets.

Data collection

Condition assessments

Performance monitoring

Valuation Data

Road Map for preparing an Asset Management Plan
Source: IPWEA, 2006, IIMM, Fig 1.5.1, p 1.11.

ESTABLISH LEVELS OF SERVICE
Establish strategic linkages

Define & adopt statements
Establish measures & targets
Consultation

DEFINE SCOPE &
STRUCTURE OF PLAN

LIFECYCLE MANAGEMENT STRATEGIES
Develop lifecycle strategies

Describe service delivery strategy

Risk management strategies

Demand forecasting and management

Optimised decision making (renewals, new works,
disposals)

Optimise maintenance strategies

FINANCIAL FORECASTS
Lifecycle analysis

Financial forecast summary
Valuation Depreciation
Funding

IMPROVEMENT PLAN
Assess current/desired practices
Develop improvement plan

IS THE PLAN

ANNUAL PLAN /
BUSINESS PLAN

AFFORDABLE?

ITERATION

Reconsider service statements
Options for funding

Consult with Council

Consult with Community
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24 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 Manual®. 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 in a financially sustainable manner.

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 Council. Future revisions of the asset
management plan will incorporate community consultation on service levels and costs of providing the service. This
will assist Council 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

Council undertakes an annual Customer Satisfaction survey. This telephone survey polls a sample of residents on their
level of satisfaction with Council’s services. The most recent community satisfaction survey (2015) reported

satisfaction levels for the following services relating to stormwater infrastructure.

Table 3.1: Community Satisfaction Survey Levels

Performance Measure Satisfaction Level Target

Stormwater drainage TBC >4

A scale of 1-5 is used, from 1 being not satisfied and 5 being very satisfied.
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 tropical, liveable city that creates opportunity and choice for our community”
Our mission is:

“Council will work with the community to maintain and promote the City of Darwin as the tropical capital of the
Northern Territory, offering opportunities and a vibrant lifestyle for our residents and visitors”

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

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

Goal Outcome Strategy Relevant to this Plan

Strategic Goal 2:| 2.4 Economic growth | 2.4.1 Deliver, advocate for, and partner in

® IPWEA, 2011, IIMM.
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Vibrant, flexible and | supported infrastructure and services that support Darwin’s
tropical lifestyle economic growth

Strategic  Goal 2: | 5.5 Responsible financial and | 5.5.1 Manage Council’s business based on a
Effective and | asset management sustainable financial and asset management
responsible strategy

governance

The organisation will exercise its duty of care to ensure public safety is accordance with the infrastructure risk
management plan prepared in conjunction with this AM Plan.

Section 5.2

33

The organisation has to meet many legislative requirements including Australian and State legislation and State

regulations. These include:

Legislative Requirements

Table 3.3: Legislative Requirements

Legislation

Requirement

Local Government Act (NT) 2008

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

Workplace Health and Safety
(National uniform legislation) Act

Sets out the rules and responsibilities to secure the health, safety and
welfare of persons at work

All relevant Australian Standards
and Codes of Practice

National and international guidance and legislation relating to design,
installation, maintenance, approvals, testing to be applied to assets as
required.

Environmental Assessment Act

Outlines legislative requirements in relation to the assessment of the
environmental effects of development proposals and for the protection of
the environment

Environmental Offences and
Penalties Act 1996

Outlines offences local governments local governments (and other parties)
may be liable for where their acts and omissions maybe detrimental to the
protection of the environment.

Land Title Act & Regulations

Outlines legislative issues local governments need to consider in relation to
land ownership, easements and other purposes that may impact on various
assets, such as roads, stormwater and buildings that the local government
has under it care and control.

Lands Acquisition Act &
Regulations

Outlines legislative issues local governments need to consider in relation to
land they own that could be compulsorily acquired by the Northern
Territory for the purpose of the provision of essential services and facilities
being power (including gas), water, sewerage, road or communication
services or facilities to or across the prescribed land, or access to any of
them.

National Trust (Northern Territory)
Act

Outlines legislative issues local governments need to consider in relation to
the impacts that the National Trust (Northern Territory) activities could
have on the various assets, such as roads, stormwater, buildings and land,
that the local government has under it care and control.

Northern Territory Aboriginal
Sacred Sites Act

Outlines legislative issues local governments need to consider in relation to
the impacts that the Aboriginal Sacred Sites could have on the various
assets, such as roads, stormwater, buildings and land, that the local
government has under it care and control.

Planning Act & Regulations

Outlines legislative issues local governments need to consider in relation to
providing for appropriate and orderly planning and control of the use and
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development of land within the municipality

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

3.4 Levels of Service
Service levels are defined service levels in two terms, customer levels of service and technical levels of service.

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 asset management planning 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 support the community service levels as operational and 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 can be linked to annual budgets covering:

e Operations — the regular activities to provide services such as opening hours, cleansing, mowing grass,
energy, inspections, etc.

e Maintenance — the activities necessary to retain an asset as near as practicable to an appropriate service
condition (eg road patching, unsealed road grading, building and structure repairs),

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

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

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

Community and technical levels of service will be developed for future asset management plans.

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.

* IPWEA, 2011, IIMM, p 2.22
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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

Demand drivers Present position Projection Impact on services
Population 83,465 Estimated residential | 1.5% annual growth per | Little or no impact
population (2016) annum (over 10 years)
Development Slowing economy Moderate  growth  over | Increased density in
medium term established areas  can

increase stormwater flows,
impacting on the capacity
requirements of the
stormwater systems.

Technological N/A

No major technology
advances anticipated

Little or no impact

Inclusion of Area Plans in
Planning Scheme

Legislative change

Change of use and increasing
density

Likely impact on functional
use of existing assets and

increasing  demand  as
density increases
Climate change No impact Increased  quantity  and | Increased stormwater
intensity of storms is | runoff requiring additional
possible. infrastructure.
Community N/A Ongoing increase in levels of | Potential requirement for
expectations service expectations higher protection from
flooding.

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 failures’.

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

Demand Driver Impact on Services Demand Management Plan
Customer expectations Potential requirement for | Whole of life cost assessment of potential new assets
higher  quality, improved | and impacts on operational and maintenance and
access and capacity. consultation with community to ensure informed
decision making.
Area Plans (NT Planning | Changing and increasing | Provide input into area plan developments, forecast
Scheme) demand on services. potential needs

° 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 or constructed 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

Darwin CC - Upgrade & New Assets to meet Demand
(Stormwater_2017 S1 V1)
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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.

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 Table 2.1.

The stormwater asset class includes pits, pipes and open drains.

The age profile of the assets include in this AM Plan is shown in Figure 2, noting that many assets were generically
recorded as being constructed in 1974.

Figure 2: Asset Age Profile
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Darwin CC - Age Profile (Stormwater_2017_S1 V1)
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5.1.2  Asset capacity and performance
The organisation’s services are generally provided to meet design standards where these are available.
5.1.3  Asset condition

Condition is monitored through a regular inspection program. Stormwater pipe asset condition is recorded on a
representative portion of the assets annually. Open drains condition is recorded every four years. Stormwater pit
asset condition is recorded annually.

The condition profile of our assets is not available for this Asset Management Plan. Condition is measured usinga 1 -5
grading system® as detailed in Table 5.1.3.

Table 5.1.3: Simple Condition Grading Model

Condition Grading Description of Condition
1 Very Good: only planned maintenance required
2 Good: minor maintenance required plus planned maintenance
3 Fair: significant maintenance required
4 Poor: significant renewal/rehabilitation required
5 Very Poor: physically unsound and/or beyond rehabilitation

® IPWEA, 2011, IIMM, Sec 2.5.4, p 2| 79.
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5.1.4  Asset valuations

Assets were last revalued at 2014 using a fair value methodology. The valuations have been adjusted using the
following escalation rates to estimate the 2017 values:

2014/15-4.4%
2015/16 -1.9% Current

2016/17 - 0.5% - REplca:Zz:tﬁent

Accumulate:

Depreciation .
Annual Depreciable

Depreciation| Amount
Expense

Depreciated

. . Replacement
The adjusted revaluation are as follows (000’s): P ot

Current Replacement Cost $324,230 o of End of Residual
porting reporting Value
r period 1 period 2

Depreciable Amount $324,230 T

h 4

Useful Life
Depreciated Replacement Cost’ $158,398

Annual Depreciation Expense $4,076
Useful lives were reviewed in June 2014 as part of the revaluation of assets.

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 1.3%
(Depreciation/Depreciable Amount)

Rate of Annual Asset Renewal 0.4%
(Capital renewal exp/Depreciable amount)

In 2018 the organisation plans to renew assets at 28.7% of the rate they are being consumed and will be increasing its
asset stock by 0.4% in the year.

5.1.5 Historical Data

To be included in future revisions of this Asset Management Plan.
5.2 Infrastructure Risk Management Plan

An assessment of risks® 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, the Risk Management and Audit Committee, and Council.

Table 5.2: Critical Risks and Treatment Plans

Service or Asset What can Happen Risk Rating Risk Treatment Plan Residual
at Risk (VH, H) Risk *

7 Also reported as Written Down Current Replacement Cost (WDCRC).
8 Infrastructure Department Operational Risk Assessment (Rev 5) June 2016
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Stormwater Failure to develop, implement and VH Asset Management

Asset maintain a corporate asset register Steering Group in place

Management - Inconsistent and fragmented approach and continues to meet
to the collection and storage of asset quarterly

information Implementation of the

- Lack of data available to monitor the corporate asset register
condition of assets is underway and will
- Inability to plan long and short term provide a central
asset management programs location for data storage
- Inability to adequately budget for
asset management
- Inability to monitor and assess
ratepayer and public demands for
levels of service
- Inability to monitor and assess actual
levels of service delivery
Stormwater Failure to develop and promote asset VH Asset Management
Asset management policies, standards and Steering Group in place
Management procedures and continues to meet
- Failure to ensure a consistent quarterly
approach to asset management is Development of
applied across Council procedures undertaken
- Loss of corporate asset knowledge for data collection and
- Failure to ensure asset management is asset management

undertaken in accordance with . .

Australian and International Standards Cyclic reviews .
undertaken of policies,
standards and
procedures
Asset management roles
and responsibilities
allocated to specific
individuals across the
organisation
Implementation of asset
sustainability review
recommendations will
ensure policies,
standards and
procedures are
developed and
monitored

Stormwater Failure to plan, budget and implement Stormwater inspection
Drainage stormwater drainage management program in place

Maintenance

program

Budget allocation for
stormwater asset
management

Sign off processes in
place for acceptance of
new infrastructure from
developers

Stormwater
Drainage
Maintenance

Failure to plan, budget and implement
stormwater drainage management
program

Stormwater inspection
program in place
Budget allocation for
stormwater asset
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management

Sign off processes in
place for acceptance of
new infrastructure from
developers

Note * The residual risk is the risk remaining after the selected risk treatment plan is operational.
5.3 Routine Operations and Maintenance Plan

Operations include regular activities to provide services such as public health, safety and amenity, eg cleansing, 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, eg road patching but
excluding rehabilitation or renewal. Maintenance may be classified 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.

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 AMP and service risks considered in the Infrastructure Risk Management Plan.

Assessment and prioritisation of reactive maintenance is undertaken by Council staff using experience and judgement.
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:

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

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

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

o Develop and regularly review appropriate emergency response capability,
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e 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. A hierarchy includes the asset class and component used for asset
planning and financial reporting and service level hierarchy used for service planning and delivery. An asset hierarchy
will be developed for future Asset Management Plans.

Critical Assets

Critical assets are those assets which have a high consequence of failure but not necessarily a high likelihood of
failure. By identifying critical assets and critical failure modes, organisations can target and refine investigative
activities, maintenance plans and capital expenditure plans at the appropriate time.

Operations and maintenances activities may be targeted to mitigate critical assets failure and maintain service levels.
These activities may include increased inspection frequency, higher maintenance intervention levels, etc. Critical
assets failure modes and required operations and maintenance activities are detailed in Table 5.3.2.1.

Standards and specifications

Maintenance work is carried out in accordance with relevant Australian Standards, Guidelines and Northern Territory
specifications.

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 2017dollar values (ie real values).

Figure 4: Projected Operations and Maintenance Expenditure
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Darwin CC - Projected Operations & Maintenance
Expenditure (Stormwater_2017_S1_V1)

Em Maintenance B Operations s Edget

($'000) Per Year

Deferred maintenance, ie 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 Council’s Asset Register data (used for 2014 valuations) to
project the renewal costs using acquisition year and useful life to determine the renewal year.

The useful lives of assets used to develop projected asset renewal expenditures are shown in Table 5.4.1.

Table 5.4.1: Useful Lives of Assets

Asset (Sub)Category Useful life (years)
Stormwater drains 80
Subsoil drains 80
Pits 80
Open drains 60

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

e Planning and scheduling renewal projects to deliver the defined level of service in the most efficient manner,
e Undertaking project scoping for all capital renewal and replacement projects to identify:
0 the service delivery ‘deficiency’, present risk and optimum time for renewal/replacement,
0 the project objectives to rectify the deficiency,
0 the range of options, estimated capital and life cycle costs for each options that could address the
service deficiency,
0 and evaluate the options against evaluation criteria adopted by the organisation, and
0 select the best option to be included in capital renewal programs,
e Using ‘low cost’ renewal methods (cost of renewal is less than replacement) wherever possible,
e Review current and required skills base and implement workforce training and development to meet
required construction and renewal needs,
e 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:

e Ensure the reliability of the existing infrastructure to deliver the service it was constructed to facilitate, or

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

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

e Have a high consequence of failure,

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

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

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

e Areidentified in the AMP as key cost factors,

e Have high operational or maintenance costs, and

e Where replacement with modern equivalent assets would yield material savings."

Standards and specifications

Renewal and replacement work is carried out in accordance with relevant Australian Standards, guidelines and
Northern Territory specifications.

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.

Fig 5: Projected Capital Renewal and Replacement Expenditure

° 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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Darwin CC - Projected Capital Renewal Expenditure
(Stormwater_2017_S1_V1)
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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 Council and
community requests, proposals identified by strategic plans or partnerships with other organisations, and are
incorporated into Council’s long term financial plans.

5.5.2  Capital Investment Strategies

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

e Planning and scheduling capital upgrade and new projects to deliver the defined level of service in the most
efficient manner,
e Undertake project scoping for all capital upgrade/new projects to identify:
0 the service delivery ‘deficiency’, present risk and required timeline for delivery of the upgrade/new
asset,
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the project objectives to rectify the deficiency including value management for major projects,

the range of options, estimated capital and life cycle costs for each options that could address the
service deficiency,

management of risks associated with alternative options,

and evaluate the options against evaluation criteria adopted by Council, and

select the best option to be included in capital upgrade/new programs,

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

e 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 and is based on the 2017 long term capital works plan. All amounts are shown in real

values.

Fig 6: Projected Capital Upgrade/New Asset Expenditure

Darwin CC - Projected Capital Upgrade/New Expenditure
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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 Council’s long term financial

plan.
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No stormwater assets are identified for disposal.

5.7 Service Consequences and Risks

The organisation has prioritised decisions made in adopting this AMP to obtain the optimum benefits from its
available resources. Decisions were made based on the development of 3 scenarios of AMPs.

Scenario 1 - What we would like to do based on asset register data

Scenario 2 — What we should do with existing budgets and identifying level of service and risk consequences (ie what
are the operations and maintenance and capital projects we are unable to do, what is the service and risk
consequences associated with this position). This may require several versions of the AMP.

Scenario 3 — What we can do and be financially sustainable with AMPs matching long-term financial plans.

The development of scenario 1 and scenario 2 AMPs provides the tools for discussion on trade-offs between what we
would like to do (scenario 1) and what we should be doing with existing budgets (scenario 2) by balancing changes in
services and service levels with affordability and acceptance of the service and risk consequences of the trade-off
position (scenario 3).

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.

Fig 7: Projected Operating and Capital Expenditure

Darwin CC - Projected Operating and Capital Expenditure
(Stormwater_2017_S1_V1)
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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 Ratio"* 1229%

The Asset Renewal Funding Ratio is the most important indicator and reveals that over the next 10 years, Council is
forecasting that it will have 1229% of the funds required for the optimal renewal and replacement of its assets.

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 long term, 5 and 10 year periods. 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 long term, 5 and 10 year periods to
identify any funding shortfall. In a core asset management plan, a gap is generally due to increasing asset renewals for
ageing assets.

These figures are included in figure 7A.

Fig 7A: Projected Sustainability

Stormwater_2017_S1 V1

Asset Renewal Funding Ratio

Asset Renewal Funding Ratio 1229%
Long Term - Life Cycle Costs

Life Cycle Cost [average 10 years projected ops, maint exp and deprn.] $5,603
Life Cycle Exp [average 10 years LTFP budget ops, maint & capital renewal $2.966
exp] '

Life Cycle Gap [life cycle expenditure — life cycle cost (-ve = gap)] $-2,638
Life Cycle Indicator [life cycle expenditure / life cycle cost] 53%
Medium Term - 10 year financial planning period

10 yr Ops, Maint & Renewal Projected Expenditure $1,644
10 yr Ops, Maint & Renewal LTFP Budget Exp $2,966
10 year financing shortfall [10 yr proj exp - LTFP Budget exp] $1,321
10 year financing indicator [LTFP Budget exp / 10 yr proj exp] 180%
Medium Term — 5 year financial planning period

5 yr Ops, Maint & Renewal Projected Expenditure $1,743
5 yr Ops, Maint & Renewal LTFP Budget Exp $2,864
5 year financing shortfall [5 yr proj exp - LTFP Budget exp] $1,122
5 year financing indicator [LTFP Budget exp / 5 yr proj exp] 164%

Asset management financial indicators

' AIFMG, 2012, Version 1.3, Financial Sustainability Indicator 4, Sec 2.6, p 2.16

City of Darwin — STORMWATER ASSET MANAGEMENT PLAN



-22-

Figure 7B shows the asset management financial indicators over the 10 year planning period and for the long term life
cycle.

Figure 7B: Asset Management Financial Indicators

Darwin CC - AM Financial Indicators (Stormwater 2012_S1_V1)
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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

Figure 8: Projected and LTFP Budgeted Renewal Expenditure
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Darwin CC - Projected & LTFP Budgeted Renewal
Expenditure (Stormwater 2012_S1 V1)
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Table 6.1.1 (S1): Projected and LTFP Budgeted Renewals and Financing Shortfall
Projected LTFP Renewal I_?enevyal Cumulative Shortfall
Year End Financing
Renewals Budget (- gap, + surplus)
June 30 ($'000) ($'000) Shortfall (- gap, ($'000)
+ surplus) ($'000)
2018 $0 $1,170 $1,170 $1,170
2019 $0 $1,881 $1,881 $3,051
2020 $4 $1,195 $1,191 $4,242
2021 $0 $1,264 $1,264 $5,506
2022 $1,167 $1,336 $169 $5,675
2023 $0 $1,414 $1,414 $7,089
2024 $0 $1,497 $1,497 $8,586
2025 $0 $1,585 $1,585 $10,171
2026 $0 $1,679 $1,679 $11,850
2027 $0 $1,684 $1,684 $13,534
2028 $88 $1,471 $1,383 $14,916
2029 $792 $1,471 $678 $15,595
2030 $0 $1,471 $1,471 $17,065
2031 $0 $1,471 $1,471 $18,536
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2032 $0 $1,471 $1,471 $20,006
2033 $0 $1,471 $1,471 $21,477
2034 $17,299 $1,471 $-15,828 $5,648
2035 $0 $1,471 $1,471 $7,119
2036 $0 $1,471 $1,471 $8,589
2037 $22 $1,471 $1,448 $10,038

Note: A negative shortfall indicates a financing gap, a positive shortfall indicates a surplus for that year.
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 AMP (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 2017 real values.

Table 6.1.2 (S1): Projected Expenditures for Long Term Financial Plan (S000)

Projected Capital

Year Operations Maintenance Capital Renewal Upgrade/New Disposals
2018 $719 $776 $0 $1,400 $0
2019 $722 $779 $0 $1,451 $0
2020 $725 $783 $4 $1,506 $0
2021 $729 $786 $0 $1,563 $0
2022 $732 $790 $1,167 $1,623 $0
2023 $736 $794 $0 $1,687 $0
2024 $739 $798 $0 $1,754 $0
2025 $743 $802 $0 $1,825 $0
2026 $747 $807 $0 $1,900 $0
2027 $752 $811 $0 $1,634 $0
2028 $755 $815 $88 $1,634 $0
2029 $759 $819 $792 $1,634 $0
2030 $762 $823 $0 $1,634 $0
2031 $766 $827 $0 $1,634 $0
2032 $770 $831 $0 $1,634 $0
2033 $773 $835 $0 $1,634 $0
2034 $777 $839 $17,299 $1,634 $0
2035 $781 $842 $0 $1,634 $0
2036 $784 $846 $0 $1,634 $0
2037 $788 $850 $22 $1,634 $0
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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 Council’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 Council and from assets constructed by land developers and others and donated to Council. Figure 9

shows the projected replacement cost asset values over the planning period in real values.

Figure 9: Projected Asset Values

Darwin CC - Projected Asset Values
(Stormwater_2017_S1 V1)

CRC ($'000)

Depreciation expense values are forecast in line with asset values as shown in Figure 10.

Figure 10: Projected Depreciation Expense
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Darwin CC - Projected Depreciation Expense
(Stormwater_2017_S1_V1)

$5,000

Annual Depreciation ($'000)

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.

Figure 11: Projected Depreciated Replacement Cost
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Darwin CC - Projected Depreciated Replacement Cost
(Stormwater_2017_S1_V1)
B Mew Assets @ Existing Assets

$180,000
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$140,000
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$100,000-
$80.000

DRC ($"000)

$60,000
$40,000-
$20,000"

m-

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
Escalation of 2014 revaluations using LTFP inflation Subsequent revaluations may differ and require rework
figures reflects 2017 values. to AMP
No assets created since 2014 valuation Additional funding requirement not captured
No growth allowance (other than new/upgrade projects Additional funding requirement not captured
identified in 10yr capital works program).
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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 scale™ in
accordance with Table 6.5.

Table 6.5: Data Confidence Grading System

Confidence Description
Grade

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 Comment

Demand drivers B Nil

Growth projections B Nil

Operations expenditures | C Based on operational and maintenance budgets that
may cross over expenditure types

Maintenance C Based on operational and maintenance budgets that

expenditures may cross over expenditure types

Projected Renewal exps. C Based on 2014 revaluation and not augmented by

- Asset values technical data.

- Asset residual values C Based on 2014 revaluation and not augmented by
technical data.

- Asset useful lives C Based on 2014 revaluation and not augmented by
technical data.

- Condition modelling N/A Condition data not used in modelling

- Network renewals C Based on 10 year capex plan but uncertain if based on
technical assessment

- Defect repairs N/A Not used in modelling

Upgrade/New B Based on 10 year capex plan based on pavement

expenditures modelling from condition data — this provides highly
reliable surface information, though pavement
information is considered slightly less reliable.

Disposal expenditures N/A No disposals included

12 |pWEA, 2011, IMM, Table 2.4.6, p 2|59.
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Over all data sources the data confidence is assessed as medium confidence level for data used in the preparation of
this AMP.

7. PLAN IMPROVEMENT AND MONITORING

7.1 Status of Asset Management Practices

7.1.1  Accounting and financial systems

CoD uses Authority as its accounting system.

Accountabilities for financial systems

Accountabilities are considered within Council’s Financial Policies.
Accounting standards and regulations

All relevant Australian Accounting Standards, including;

AASB 13 Fair value measurement

AASB 136 Property, plant and equipment

Capital/maintenance threshold

In general, works with a value over $5000 are considered to be capital works.
7.1.2  Asset management system

CoD uses a combination of AssetFinda and ArcGlIS, with some support from spreadsheets in minor databases.
Asset registers

Asset registers are stored within AssetFinda or ArcGlIS.

Linkage from asset management to financial system

There is no current link between the systems. Procedures are established to ensure the systems are aligned as much
as is practical.

Accountabilities for asset management system and data maintenance

Asset Management Procedures are in place to ensure the correct collection, recording and maintenance of asset data.
Audits are also carried out on the data on intervals no less than the defined condition survey intervals.
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Improvement Plan

The asset management improvement plan generated from this asset management plan is shown in Table 7.2.

Table 7.2: Improvement Plan

Task Task Responsibility Resources Required Timeline

No

1 Levels of Service definition Separate project Unknown Unknown

2 Asset hierarchy development Asset Management team | Within existing | Next AMP
resources Review

3 Identification of critical assets Asset Management team | Within existing | Next AMP
resources Review

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 AMP 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 organisation’s long term financial plan. Updated financial information will be
included every four years following the revaluation of the asset class.

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 Council’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 Council’s Strategic Plan and associated plans,

The Asset Renewal Funding Ratio achieving the target of 1.0.
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Appendix A Maintenance Response Levels of Service

To be developed.
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Appendix B Projected 10 year Capital Renewal and Replacement Works Program

Developed, but not included within this document, 3 year programs are developed and refined from the 10 year
program.
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Appendix C Projected Upgrade/Exp/New 10 year Capital Works Program

Row Labels & Sum of 2018 Sum of 2018 Sum of 2020 Sum of 2021 Sum of 2022 Sum of 2023 Sum of 2024 Sum of 2026 Sum of 2025
= Hew 51,400,000 51461460 % 1.8608674 21562848 L1.62314T7 E188577TH EZ 1781848 I 1824874 £ 1898000
= Stormwater %1.400,000 51,461,460 % 1.605674 215682845 51623147 218887TR Z1.760.048 £ 1824874 £ 1898000
STORMWATER UPGRADES 3 500000 F &72000 3 G241B0 % 836543 T 849091 T B61.827 E ATATSS I SBTATE E 901194
STORMWATER UPGRADES AMD RECOMSTRUCTION 3 600000 % 639450 3 GE1404 I 7OS302 T 7740556 I 524951 F 873191 % 935908 E 9085605
Grand Total ¥ 1.400.000 F1.451.450 F1.505.674 3F1.902.845 $1.823.147 21688778 T 1755048 3§ 1824874 E1.892.800
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Appendix D Budgeted Expenditures Accommodated in LTFP
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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

WDCRC 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.
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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, eg. 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, eg. resurfacing or
resheeting 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, eg.
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.
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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.

City of Darwin — STORMWATER ASSET MANAGEMENT PLAN



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.

Expenses

Decreases in economic benefits during the accounting
period in the form of outflows or depletions of assets
or increases in liabilities that result in decreases in
equity, other than those relating to distributions to
equity participants.

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.
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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, eg. 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

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.

for capital

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, eg 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.
e Reactive maintenance
Unplanned repair work that is carried out in
response to service requests and management/
supervisory directions.
e 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.
e 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.
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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 eg 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, eg. parks and playgrounds, footpaths,
roads and bridges, libraries, etc.

Operations

Regular activities to provide services such as public
health, safety and amenity, eg 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, eg 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 (eg 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).
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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, eg 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 a Council (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.
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Source: IPWEA, 2009, Glossary

Additional and modified glossary items shown *
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1. EXECUTIVE SUMMARY

Context

This Asset Management Plan (AMP) covers the
Building Assets for City of Darwin.

The Building assets are key to the continued provision
of a number of council services. The assets comprise
142 buildings across the municipality. The amenities
these service include:

e  Office buildings

e  Amenities blocks

e Animal pound facilities

e Depot buildings

e  Childcare centres

e  Car parks

e  Pool buildings

e Darwin entertainment centre

e Community/neighbourhood Centres
e Libraries

e Parks and sporting club facilities
e  Weighbridge buildings

These infrastructure assets have a replacement value
of $115.4M.

What does it Cost?

This asset management plan has been developed
using 2 analysis scenarios with Scenario 1 being
presented within this Asset Management Plan.
Scenario 1 (S1) uses asset valuation data to predict
renewals based on end of life projections. Scenario 3
(S3) is based on councils current programmed asset
renewals. Note that Scenario 2 is not utilised as it is
not relevant for this asset class. Using the scenarios,
an overview of the cost of providing the assets can be
determined, of which Scenario 1 is used. The 10 year
asset management financial indicator is 77% for
building assets.

Project outlays required to provide the services
covered by this Asset Management Plan (AMP)
includes operations, maintenance, renewal and
upgrade of existing assets over the 10 year planning
period are summarised below.

Buildings — Summary ($000)
10 year total cost 165,219
10 year total budget 126,604
10 year average cost 16,522
10 year average budget 12,660
10 year average shortfall -3,862

What we will do

Council plans to operate and maintain building assets
so that they meet the needs of the community.

Managing the Risks

There are risks associated with providing the service
and not being able to complete all identified activities
and projects. We have identified major risks as:

e  Major weather events

e Unknown non-visual asset conditions

e Level of Service expectations

We will endeavour to manage these risks within
available funding by:

e  Optimising condition surveys

e Developing levels of service

Confidence Levels
This AMP is based on medium level of confidence
information.

The Next Steps

The actions resulting from this asset management plan
are:

e Develop Levels of Service

e |dentify asset hierarchy and critical assets
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Questions you may have

What is this plan about?

This asset management plan covers the infrastructure
assets that serve the City of Darwin community’s
building and facilities needs.

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.

Why is there a funding shortfall?

Most of the Council’s buildings were constructed by
developers and the government, often provided and
accepted without consideration of ongoing
operations, maintenance and replacement needs.

Many of these assets are now approaching the later
years of their life and require replacement, services
from the assets are decreasing and maintenance costs
are increasing.

Our present funding levels are insufficient to continue
to provide existing services at current levels in the
medium term.

What options do we have?

Resolving the funding shortfall involves several 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
building 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.

What happens if we don’t manage the shortfall?

It is likely that we will have to reduce service levels in
some areas, unless new sources of revenue are found.
For buildings, the service level reduction may include
reduced maintenance of surfaces (painting etc) and
longer periods between refurbishment.

What can we do?

We can develop options, costs and priorities for future
building 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.
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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 AMPs recommended in Section 4.2.6 of the International
Infrastructure Management Manual.

The asset management plan is to be read with the organisation’s Asset Management Policy, and Asset Management
Strategy.

This infrastructure assets covered by this asset management plan are shown in Table 2.1. These assets are used to
provide access to services in the community.

Table 2.1: Assets covered by this Plan

Asset Facility category Building type Count Replacement Value
(000’s)

Community Halls, community centres, information | 13 $27,038
centres, youth centres, senior citizen,
sheds associated with these buildings

Libraries and cultural Libraries, galleries 1 $4,243
Sporting Pavilions, sporting clubs, leisure centre | 21 $13,326
and pool, sheds associated with these
buildings
Municipal Council administration, waste centres, | 34 $19,776

animal pounds, works depot, pump
stations, sheds associated with these

buildings
Public amenity Toilet blocks and public change rooms 36 $9,950
Other/Miscellaneous/Heritage | Other income generating buildings ie, | 12 $41,100
golf courses, childcare, car parking
TOTAL $115,433

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

Key Stakeholder Role in Asset Management Plan

Elected Members Represent needs of community/shareholders

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

Ensure organisation is financial sustainable

Risk  Management and Audit | Independent assurance and assistance to Council on Council’s risk,
Committee control and compliance frameworks, and external accountability.

Executive Leadership Team Executive management endorsement

Asset Management Steering Group Endorsement of Asset Management Plan and associated procedures

! IPWEA, 2011, Sec 4.2.6, Example of an Asset Management Plan Structure, pp 4|24 — 27.
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Development of long-term asset management strategies and related
policies in accordance with legislation and good management practices
Coordination of financial, operational and strategic inputs

Our organisational structure for service delivery of infrastructure assets is available on our website at
www.darwin.nt.gov.au

2.2 Goals and Objectives of Asset Management

City of Darwin as an organisation provides services to its community, and many 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.

Our goal in managing infrastructure assets is to meet the community’s desired level of service (in the most cost
effective manner for present and future consumers. The key elements of infrastructure asset management are:

e Providing a defined level of service and monitoring performance,

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

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

e Identifying, assessing and appropriately controlling risks, and

e Having a2 long-term financial plan which identifies required, affordable expenditure and how it will be
financed.

23 Plan Framework
Key elements of the plan are

e Levels of service — specifies the services and levels of service to be provided by the organisation,

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

e Life cycle management — how Council will manage its existing and future assets to provide defined levels of
service,

e  Financial summary — what funds are required to provide the defined services,

e Asset management practices,

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

e 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.

Darwin City Council — BUILDINGS ASSET MANAGEMENT PLAN



CORPORATE PLANNING

Confirm strategic objectives and establish AM
policies, strategies & goals.

Define responsibilities & ownership.

Decide core or advanced AM Pan.

Gain organisation commitment.

<&

AM PLAN
REVIEW AND
AUDIT

IMPLEMENT
IMPROVEMENT
STRATEGY

INFORMATION MANAGEMENT, and DATA IMPROVEMENT

REVIEW/COLLATE ASSET INFORMATION
Existing information sources

Identify & describe assets.

Data collection

Condition assessments

Performance monitoring

Valuation Data

Road Map for preparing an Asset Management Plan
Source: IPWEA, 2006, IIMM, Fig 1.5.1, p 1.11.

ESTABLISH LEVELS OF SERVICE
Establish strategic linkages

Define & adopt statements
Establish measures & targets
Consultation

DEFINE SCOPE &
STRUCTURE OF PLAN

LIFECYCLE MANAGEMENT STRATEGIES
Develop lifecycle strategies

Describe service delivery strategy

Risk management strategies

Demand forecasting and management

Optimised decision making (renewals, new works,
disposals)

Optimise maintenance strategies

FINANCIAL FORECASTS
Lifecycle analysis

Financial forecast summary
Valuation Depreciation
Funding

IMPROVEMENT PLAN
Assess current/desired practices
Develop improvement plan

IS THE PLAN

ANNUAL PLAN /
BUSINESS PLAN

AFFORDABLE?

ITERATION

Reconsider service statements
Options for funding

Consult with Council

Consult with Community
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24 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 Manual®. 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 in a financially sustainable manner.

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 Council. Future revisions of the asset
management plan will incorporate community consultation on service levels and costs of providing the service. This
will assist Council 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

Council undertakes an annual Customer Satisfaction survey. However, at this time, buildings are not considered within
this survey to enable data and feedback to be recorded and tracked.

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 tropical, liveable city that creates opportunity and choice for our community”
Our mission is:

“Council will work with the community to maintain and promote the City of Darwin as the tropical capital of the
Northern Territory, offering opportunities and a vibrant lifestyle for our residents and visitors”

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

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

Goal Outcome Strategy Relevant to this Plan
Strategic Goal 2: | 2.1 Improved access and | 2.1.5 Enhance access and use of neighbourhood
Vibrant, flexible and | connectivity spaces and hubs
tropical lifestyle 2.4 Economic growth | 2.4.1 Deliver, advocate for, and partner in
supported infrastructure and services that support Darwin’s

economic growth

Strategic  Goal 2: | 5.5 Responsible financial and | 5.5.1 Manage Council’s business based on a

Effective and | asset management sustainable financial and asset management
responsible strategy
governance

® IPWEA, 2011, IIMM.
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The organisation will exercise its duty of care to ensure public safety is accordance with the infrastructure risk

management plan prepared in conjunction with this AM Plan.

Section 5.2

3.3

Legislative Requirements

Management of infrastructure risks is covered in

The organisation has to meet many legislative requirements including Australian and State legislation and State

regulations. These include:

Table 3.3: Legislative Requirements

Legislation

Requirement

Local Government Act (NT) 2008

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

Workplace Health and Safety
(National uniform legislation) Act

Sets out the rules and responsibilities to secure the health, safety and
welfare of persons at work

All relevant Australian Standards
and Codes of Practice

National and international guidance and legislation relating to design,
installation, maintenance, approvals, testing to be applied to assets as
required.

Environmental Assessment Act

Outlines legislative requirements in relation to the assessment of the
environmental effects of development proposals and for the protection of
the environment

Environmental Offences and
Penalties Act 1996

Outlines offences local governments local governments (and other parties)
may be liable for where their acts and omissions maybe detrimental to the
protection of the environment.

Land Title Act & Regulations

Outlines legislative issues local governments need to consider in relation to
land ownership, easements and other purposes that may impact on various
assets, such as roads, stormwater and buildings that the local government
has under it care and control.

Lands Acquisition Act &
Regulations

Outlines legislative issues local governments need to consider in relation to
land they own that could be compulsorily acquired by the Northern
Territory for the purpose of the provision of essential services and facilities
being power (including gas), water, sewerage, road or communication
services or facilities to or across the prescribed land, or access to any of
them.

National Trust (Northern Territory)
Act

Outlines legislative issues local governments need to consider in relation to
the impacts that the National Trust (Northern Territory) activities could
have on the various assets, such as roads, stormwater, buildings and land,
that the local government has under it care and control.

Northern Territory Aboriginal
Sacred Sites Act

Outlines legislative issues local governments need to consider in relation to
the impacts that the Aboriginal Sacred Sites could have on the various
assets, such as roads, stormwater, buildings and land, that the local
government has under it care and control.

Planning Act & Regulations

Outlines legislative issues local governments need to consider in relation to
providing for appropriate and orderly planning and control of the use and
development of land within the municipality

The organisation will exercise its duty of care to ensure public safety in accordance with the infrastructure
management plan linked to this AM Plan. Management of risks is discussed in Section 5.2.

risk
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3.4 Levels of Service
Service levels are defined service levels in two terms, customer levels of service and technical levels of service.

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 asset management planning 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 support the community service levels as operational and 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 can be linked to annual budgets covering:

e Operations — the regular activities to provide services such as opening hours, cleansing, mowing grass,
energy, inspections, etc.

e Maintenance — the activities necessary to retain an asset as near as practicable to an appropriate service
condition (eg road patching, unsealed road grading, building and structure repairs),

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

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

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

Community and technical levels of service will be developed for future asset management plans.

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

* IPWEA, 2011, IIMM, p 2.22
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Demand drivers Present position Projection Impact on services
Population 83,465 Estimated residential | 1.5% annual growth per | Little or no impact
population (2016) annum (over 10 years)
Development Slowing economy Moderate  growth  over | Little or no impact
medium term
Technological N/A No major technology | Little or no impact

advances anticipated

Inclusion of Area Plans in
Planning Scheme

Legislative change

Change of use and increasing
density

Likely impact on functional
use of existing assets and
increasing demand  as
density increases

Climate change No impact Unlikely to affect building | Little or no impact

assets in medium term
Community N/A Ongoing increase in levels of | Potential requirement for
expectations service expectations higher quality, improved

access and capacity.

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 failures.

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

Demand Driver Impact on Services Demand Management Plan
Customer expectations Potential requirement for | Whole of life cost assessment of potential new assets
higher  quality, improved | and impacts on operational and maintenance and
access and capacity. consultation with community to ensure informed
decision making.
Area Plans (NT Planning | Changing and increasing | Provide input into area plan developments, forecast
Scheme) demand on services. potential needs
4.5 Asset Programs to meet Demand

The new assets required to meet growth will be acquired free of cost from land developments or constructed 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

° IPWEA, 2011, IIMM, Table 3.4.1, p 3|58.

Darwin City Council — BUILDINGS ASSET MANAGEMENT PLAN




-10-

Darwin CC - Upgrade & New Assets to meet Demand
(Buildings_2017_S1_V1)
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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.

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 Table 2.1.
The age profile of the assets include in this AM Plan is shown in Figure 2.

Figure 2: Asset Age Profile
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Darwin CC - Age Profile (Buildings_2017_S1_V1)
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5.1.2  Asset capacity and performance
The organisation’s services are generally provided to meet design standards where these are available.
5.1.3  Asset condition

Condition is monitored through a regular inspection program. Buildings asset condition is recorded every four years,
with additional inspections occurring as needed.

The condition profile of our assets is shown in Figure 3.

Fig 3: Asset Condition Profile
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Building Asset Condition by Current Replacement Cost
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Condition is measured using a 1 — 10 grading system6 as detailed in Table 5.1.3.

Table 5.1.3: Simple Condition Grading Model

Condition Grading Description of Condition
0 As new
2 Very Good: only planned maintenance required
4 Good: minor maintenance required plus planned maintenance
6 Fair: significant maintenance required
8 Poor: significant renewal/rehabilitation required
10 Very Poor: physically unsound and/or beyond rehabilitation

5.1.4 Asset valuations

Assets were last revalued at 2016 using a fair value methodology. The valuations have been adjusted using the

following escalation rates to estimate the 2017 values:

2016/17 - 0.5%

The adjusted revaluation are as follows (000’s):

Current Replacement Cost

Depreciable Amount

Depreciated Replacement Cost’

Annual Depreciation Expense

$115,433
$115,433
$66,292

$3,759

Current
Replacement
Cost —_— -
Accumulate:
Depreciatod Depreciation Anngal Depreciable
Replacement DeEpremat\on Amount
Cost xpense

5 r:,drtf End of Residual
s | |reporting Value
perio period 2

Useful Life

Useful lives were reviewed in June 2016 as part of the revaluation of building assets.

® IPWEA, 2011, IIMM, Sec 2.5.4, p 2|79.

7 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 2.2%
(Depreciation/Depreciable Amount)

Rate of Annual Asset Renewal 0.6%
(Capital renewal exp/Depreciable amount)

In 2018 the organisation plans to renew assets at 26.4% of the rate they are being consumed and will be increasing its
asset stock by 0% in the year.

5.1.5  Historical Data
To be included in future revisions of this Asset Management Plan.
5.2 Infrastructure Risk Management Plan

An assessment of risks® 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, the Risk Management and Audit Committee, and Council.

Table 5.2: Critical Risks and Treatment Plans

Service or Asset What can Happen Risk Rating Risk Treatment Plan Residual
at Risk (VH, H) Risk *
Buildings Asset Failure to develop, implement and VH Asset Management H
Management maintain a corporate asset register Steering Group in place
- Inconsistent and fragmented and continues to meet
approach to the collection and quarterly

storage of asset information

- Lack of data available to monitor the
condition of assets

- Inability to plan long and short term
asset management programs

- Inability to adequately budget for
asset management

- Inability to monitor and assess
ratepayer and public demands for
levels of service

- Inability to monitor and assess
actual levels of service delivery

Implementation of the
corporate asset register
is underway and will
provide a central
location for data storage

Buildings Asset Failure to develop and promote asset VH Asset Management H
Management management policies, standards and Steering Group in place
procedures and continues to meet
- Failure to ensure a consistent quarterly

approach to asset management is

Development of
applied across Council

8 Infrastructure Department Operational Risk Assessment (Rev 5) June 2016
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- Loss of corporate asset knowledge

- Failure to ensure asset management
is undertaken in accordance with
Australian and International
Standards

procedures undertaken
for data collection and
asset management

Cyclic reviews
undertaken of policies,
standards and
procedures

Asset management roles
and responsibilities
allocated to specific
individuals across the
organisation

Implementation of asset
sustainability review
recommendations will
ensure policies,
standards and
procedures are
developed and
monitored

Buildings
Maintenance

Failure to undertake building

maintenance in accordance with the

approved programme and to

Australian Standards

- degradation of facilities

- health risk from air-conditioning
cooling tower sanitation

- safety risk from malfunctioning fire
panels

- safety risk from poorly maintained
electrical systems

- safety risk from failure of CCTV

Buildings
Maintenance

Failure to plan, budget and implement

a robust building maintenance

programme

- Reliance on redundant asset
management system

- Poor financial management

- Condition of assets deteriorates

- Increased maintenance /
replacement costs

Ongoing development of
the asset management
system including budget
allocation process

Review or expand upon
the existing work order
system to more
accurately capture data
on works program
expenditure and allow
better budgetary
processes
Implementation of asset
sustainability review
recommendations will
ensure policies,
standards and
procedures are
developed and
monitored

Preventive maintenance
programme maintained
in place and reviewed
annually

All maintenance
undertaken in
accordance with
applicable standards

Buildings
Maintenance

Need for urgent building repairs is not

communicated to Council staff in a

timely manner

- Repairs not able to be carried out
promptly

- Potential for injury to staff and the

Regular inspection
program in place for
public facilities

Issues identified on
inspection reports are
rectified according to the
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public identified levels of safety
- Public liability and WC claims and urgency
- Additional insurance premiums Other matters are

dependent upon
notification by members
of the public

Tracking the
responsiveness of
Council to reported
issues is managed
through Customer
Action Requests
Business continuity plans
developed Dec 2011 and
reviewed Dec 2014

Buildings Failure to maintain Asbestos registers H Asbestos register is M
Asbestos - Dangerous Buildings maintained for known
Management - Increased risk to public/staff and reported sites

- Litigation

Register reviewed and

- Failure to proactively manage the updated regularly

risk from hazardous material L .
Ongoing inspection

programs in place
Control self-assessment
in place

Note * The residual risk is the risk remaining after the selected risk treatment plan is operational.
5.3 Routine Operations and Maintenance Plan

Operations include regular activities to provide services such as public health, safety and amenity, eg cleansing, 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, eg road patching but
excluding rehabilitation or renewal. Maintenance may be classified 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.
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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.

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 AMP and service risks considered in the Infrastructure Risk Management Plan.

Assessment and prioritisation of reactive maintenance is undertaken by Council staff using experience and judgement.
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:

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

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

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

o Develop and regularly review appropriate emergency response capability,

e 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. A hierarchy includes the asset class and component used for asset
planning and financial reporting and service level hierarchy used for service planning and delivery. An asset hierarchy
will be developed for future Asset Management Plans.

Critical Assets

Critical assets are those assets which have a high consequence of failure but not necessarily a high likelihood of
failure. By identifying critical assets and critical failure modes, organisations can target and refine investigative
activities, maintenance plans and capital expenditure plans at the appropriate time.

Operations and maintenances activities may be targeted to mitigate critical assets failure and maintain service levels.
These activities may include increased inspection frequency, higher maintenance intervention levels, etc. Critical
assets failure modes and required operations and maintenance activities are detailed in Table 5.3.2.1.

Standards and specifications

Maintenance work is carried out in accordance with relevant Australian Standards, Building Codes and Northern
Territory specifications.

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 2017 dollar values (ie real values).

Figure 4: Projected Operations and Maintenance Expenditure
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Darwin CC - Projected Operations & Maintenance
Expenditure (Buildings_2017_S1_V1)
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Deferred maintenance, ie 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 Council’s Asset Register data (used for 2016 valuations) to
project the renewal costs using acquisition year and useful life to determine the renewal year.

The useful lives of assets used to develop projected asset renewal expenditures are shown in Table 5.4.1.

Table 5.4.1: Useful Lives of Assets

Asset (Sub)Category Useful life (years)
Substructure Varies between 30 and 75
Superstructure Varies between 30 and 75
Services Varies between 15 and 38
Finishes Varies between 9 and 23
Fittings Varies between 6 and 15
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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:

e Planning and scheduling renewal projects to deliver the defined level of service in the most efficient manner,
e Undertaking project scoping for all capital renewal and replacement projects to identify:
0 the service delivery ‘deficiency’, present risk and optimum time for renewal/replacement,
0 the project objectives to rectify the deficiency,
0 the range of options, estimated capital and life cycle costs for each options that could address the
service deficiency,
0 and evaluate the options against evaluation criteria adopted by the organisation, and
0 select the best option to be included in capital renewal programs,
e Using ‘low cost’ renewal methods (cost of renewal is less than replacement) wherever possible,
e Review current and required skills base and implement workforce training and development to meet
required construction and renewal needs,
e 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:

e Ensure the reliability of the existing infrastructure to deliver the service it was constructed to facilitate, or
e To ensure the infrastructure is of sufficient quality to meet the service requirements (eg roughness of a
road).’

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

e Have a high consequence of failure,

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

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

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

e Areidentified in the AMP as key cost factors,

e Have high operational or maintenance costs, and

e Where replacement with modern equivalent assets would yield material savings."

Standards and specifications

Renewal and replacement work is carried out in accordance with relevant Australian Standards, Building Codes and
Northern Territory specifications.

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.

Fig 5: Projected Capital Renewal and Replacement Expenditure

° 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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Darwin CC - Projected Capital Renewal Expenditure
(Buildings_2017_S1_V1)
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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 Council and
community requests, proposals identified by strategic plans or partnerships with other organisations, and are
incorporated into Council’s long term financial plans.

5.5.2  Capital Investment Strategies

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

e  Planning and scheduling capital upgrade and new projects to deliver the defined level of service in the most
efficient manner,
e Undertake project scoping for all capital upgrade/new projects to identify:
0 the service delivery ‘deficiency’, present risk and required timeline for delivery of the upgrade/new
asset,
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the project objectives to rectify the deficiency including value management for major projects,

the range of options, estimated capital and life cycle costs for each options that could address the
service deficiency,

management of risks associated with alternative options,

and evaluate the options against evaluation criteria adopted by Council, and

select the best option to be included in capital upgrade/new programs,

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

e 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 and is based on the 2017 long term capital works plan. All amounts are shown in real

values.

Fig 6: Projected Capital Upgrade/New Asset Expenditure

Darwin CC - Projected Capital Upgrade/New Expenditure

(Buildings_2017_S1_V1)

835,000
§30,000
525 000
~ 220,000
=
5
%
515,000
510,000
$5,000 .
SD_ [T mil) A | | ‘- b 1 1
i s] [ I | — L] 5] = [T ] - oo T = - [ B ] = [Ty s F--
= — o L o e o o o o o 1] {10} [ B m o oy L]
] o O ] [ = = o O L] [ ] = = o E o | ] ] (] ]
L] L B L] LB L] L] N o L] L L] (%] [ B | L] L] ™~ ™
Year

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 Council’s long term financial

plan.
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No building assets are identified for disposal.

5.7 Service Consequences and Risks

The organisation has prioritised decisions made in adopting this AMP to obtain the optimum benefits from its
available resources. Decisions were made based on the development of 3 scenarios of AMPs.

Scenario 1 - What we would like to do based on asset register data

Scenario 2 — What we should do with existing budgets and identifying level of service and risk consequences (ie what
are the operations and maintenance and capital projects we are unable to do, what is the service and risk
consequences associated with this position). This may require several versions of the AMP.

Scenario 3 — What we can do and be financially sustainable with AMPs matching long-term financial plans.

The development of scenario 1 and scenario 2 AMPs provides the tools for discussion on trade-offs between what we
would like to do (scenario 1) and what we should be doing with existing budgets (scenario 2) by balancing changes in
services and service levels with affordability and acceptance of the service and risk consequences of the trade-off
position (scenario 3).

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.

Fig 7: Projected Operating and Capital Expenditure
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Darwin CC - Projected Operating and Capital Expenditure
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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 Ratio* 123%

The Asset Renewal Funding Ratio is the most important indicator and reveals that over the next 10 years, Council is
forecasting that it will have 123% of the funds required for the optimal renewal and replacement of its assets.

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 long term, 5 and 10 year periods. 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 long term, 5 and 10 year periods to
identify any funding shortfall. In a core asset management plan, a gap is generally due to increasing asset renewals for
ageing assets.

These figures are included in figure 7A.

Fig 7A: Projected Sustainability

Buildings_S1 V1
Asset Renewal Funding Ratio

' AIFMG, 2012, Version 1.3, Financial Sustainability Indicator 4, Sec 2.6, p 2.16
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Asset Renewal Funding Ratio 123%0
Long Term - Life Cycle Costs

Life Cycle Cost [average 10 years projected ops, maint exp and deprn.] $7,178
Life]CycIe Exp [average 10 years LTFP budget ops, maint & capital renewal $5.314
exp

Life Cycle Gap [life cycle expenditure — life cycle cost (-ve = gap)] $239
Life Cycle Indicator [life cycle expenditure / life cycle cost] 74%
Medium Term - 10 year financial planning period

10 yr Ops, Maint & Renewal Projected Expenditure $5,852
10 yr Ops, Maint & Renewal LTFP Budget Exp $5,314
10 year financing shortfall [10 yr proj exp - LTFP Budget exp] $-538
10 year financing indicator [LTFP Budget exp / 10 yr proj exp] 91%
Medium Term — 5 year financial planning period

5 yr Ops, Maint & Renewal Projected Expenditure $6,444
5 yr Ops, Maint & Renewal LTFP Budget Exp $5,712
5 year financing shortfall [5 yr proj exp - LTFP Budget exp] $-732
5 year financing indicator [LTFP Budget exp / 5 yr proj exp] 89%

Asset management financial indicators

Figure 7B shows the asset management financial indicators over the 10 year planning period and for the long term life
cycle.

Figure 7B: Asset Management Financial Indicators

Darwin CC - AM Fnandal Indicators (Buildings_2017_51_V1)
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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

Figure 8: Projected and LTFP Budgeted Renewal Expenditure

Darwin CC - Projected & LTFP Budgeted Renewal
Expenditure (Buildings_2017_S1_V1)
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Table 6.1.1 (S1): Projected and LTFP Budgeted Renewals and Financing Shortfall
Projected LTFP Renewal I_?enev_val Cumulative Shortfall
Year End Financing
Renewals Budget (- gap, + surplus)
June 30 ($'000) ($'000) Shortfall (- gap, ($'000)
+ surplus) ($'000)
2018 $1,909 $3,510 $1,601 $1,601
2019 $1,409 $975 $-434 $1,167
2020 $415 $1,161 $746 $1,913
2021 $16,332 $1,130 $-15,202 $-13,289
2022 $1,273 $1,376 $103 $-13,186
2023 $305 $2,465 $2,160 $-11,026
2024 $15,912 $4,775 $-11,137 $-22,163
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2025 $1,733 $2,222 $489 $-21,674
2026 $1,176 $1,287 $111 $-21,564
2027 $1,940 $944 $-996 $-22,559
2028 $5,003 $1,985 $-3,018 $-25,578
2029 $3,055 $1,985 $-1,070 $-26,648
2030 $636 $1,985 $1,349 $-25,300
2031 $17,391 $1,985 $-15,406 $-40,706
2032 $647 $1,985 $1,337 $-39,369
2033 $1,238 $1,985 $746 $-38,622
2034 $3,686 $1,985 $-1,701 $-40,324
2035 $3,671 $1,985 $-1,686 $-42,010
2036 $2,949 $1,985 $-965 $-42,974
2037 $1,657 $1,985 $328 $-42,647

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

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 AMP (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 2017 real values.

Table 6.1.2 (S1): Projected Expenditures for Long Term Financial Plan (5000)

Year Operations Maintenance Capl?tr;DIJ (:{Cetr?gwal Upg?gglet/all\lew Disposals
2018 $763 $5,250 $1,909 $591 $0
2019 $767 $5,564 $1,409 $87 $0
2020 $767 $5,266 $415 $88 $0
2021 $768 $5,572 $16,332 $1,090 $0
2022 $775 $5,303 $1,273 $12,469 $0
2023 $858 $6,203 $305 $31,079 $0
2024 $1,063 $7,314 $15,912 $94 $0
2025 $1,064 $7,655 $1,733 $95 $0
2026 $1,064 $7,303 $1,176 $97 $0
2027 $1,065 $7,664 $1,940 $5,077 $0
2028 $1,099 $7,740 $5,003 $5,077 $0
2029 $1,132 $7,977 $3,055 $5,077 $0
2030 $1,166 $8,213 $636 $5,077 $0
2031 $1,199 $8,450 $17,391 $5,077 $0
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2032 $1,233 $8,686 $647 $5,077 $0
2033 $1,266 $8,923 $1,238 $5,077 $0
2034 $1,300 $9,159 $3,686 $5,077 $0
2035 $1,333 $9,395 $3,671 $5,077 $0
2036 $1,367 $9,632 $2,949 $5,077 $0
2037 $1,401 $9,868 $1,657 $5,077 $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 Council’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 Council and from assets constructed by land developers and others and donated to Council. Figure 9
shows the projected replacement cost asset values over the planning period in real values.

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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Darwin CC - Projected Depreciation Expense
(Buildings_2017_S1_V1)

$8,000

Annual Depreciation ($'000)

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.

Figure 11: Projected Depreciated Replacement Cost
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Darwin CC - Projected Depreciated Replacement Cost
(Buildings_2017_S1_V1)
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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
Escalation of 2014 revaluations using LTFP inflation Subsequent revaluations may differ and require rework
figures reflects 2017 values. to AMP
No assets created since 2014 valuation Additional funding requirement not captured
No growth allowance (other than new/upgrade projects Additional funding requirement not captured
identified in 10yr capital works program).
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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 scale™ 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 Comment
Demand drivers B Nil
Growth projections B Nil
Operations expenditures | C Based on operational and maintenance budgets that

may cross over expenditure types

Maintenance
expenditures

C Based on operational and maintenance budgets that
may cross over expenditure types

Projected Renewal exps. C Based on 2016 revaluation and not augmented by

- Asset values

technical data.

- Asset residual values C Based on 2016 revaluation and not augmented by

technical data.

- Asset useful lives

C Based on 2016 revaluation and not augmented by
technical data.

- Condition modelling B Nil

- Network renewals C Based on 10 year capex plan but uncertain if based on
technical assessment

- Defect repairs N/A Not used in modelling

Upgrade/New B Based on 10 year capex plan based on pavement

expenditures

modelling from condition data — this provides highly
reliable surface information, though pavement
information is considered slightly less reliable.

Disposal expenditures N/A No disposals included

Over all data sources the data confidence is assessed as medium confidence level for data used in the preparation of

this AMP.

2 |pWEA, 2011, IIMM,

Table 2.4.6, p 2|59.
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7. PLAN IMPROVEMENT AND MONITORING

7.1 Status of Asset Management Practices

7.1.1  Accounting and financial systems

CoD uses Authority as its accounting system.

Accountabilities for financial systems

Accountabilities are considered within Council’s Financial Policies.
Accounting standards and regulations

All relevant Australian Accounting Standards, including;

AASB 13 Fair value measurement

AASB 136 Property, plant and equipment

Capital/maintenance threshold

In general, works with a value over $5000 are considered to be capital works.
7.1.2  Asset management system

CoD uses a combination of AssetFinda and ArcGIS, with some support from spreadsheets in minor databases.
Asset registers

Asset registers are stored within AssetFinda or ArcGIS.

Linkage from asset management to financial system

There is no current link between the systems. Procedures are established to ensure the systems are aligned as much
as is practical.

Accountabilities for asset management system and data maintenance

Asset Management Procedures are in place to ensure the correct collection, recording and maintenance of asset data.
Audits are also carried out on the data on intervals no less than the defined condition survey intervals.
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Improvement Plan

The asset management improvement plan generated from this asset management plan is shown in Table 7.2.

Table 7.2: Improvement Plan

Task Task Responsibility Resources Required Timeline

No

1 Levels of Service definition Separate project Unknown Unknown

2 Asset hierarchy development Asset Management team | Within existing | Next AMP
resources Review

3 Identification of critical assets Asset Management team | Within existing | Next AMP
resources Review

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 AMP 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 organisation’s long term financial plan. Updated financial information will be
included every four years following the revaluation of the asset class.

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 Council’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 Council’s Strategic Plan and associated plans,

The Asset Renewal Funding Ratio achieving the target of 1.0.
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Appendix A Maintenance Response Levels of Service

To be developed.
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Appendix B Projected 10 year Capital Renewal and Replacement Works Program

Developed, but not included within this document, 3 year programs are developed and refined from the 10 year
program.
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Appendix C Projected Upgrade/Exp/New 10 year Capital Works Program
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Appendix D Budgeted Expenditures Accommodated in LTFP
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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

WDCRC 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.
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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, eg. 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, eg. resurfacing or
resheeting 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, eg.
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.
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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.

Expenses

Decreases in economic benefits during the accounting
period in the form of outflows or depletions of assets
or increases in liabilities that result in decreases in
equity, other than those relating to distributions to
equity participants.

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.
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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, eg. 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

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.

for capital

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, eg 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.
e Reactive maintenance
Unplanned repair work that is carried out in
response to service requests and management/
supervisory directions.
e 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.
e 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.
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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 eg 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, eg. parks and playgrounds, footpaths,
roads and bridges, libraries, etc.

Operations

Regular activities to provide services such as public
health, safety and amenity, eg 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, eg 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 (eg 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).
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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, eg 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 a Council (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.
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Source: IPWEA, 2009, Glossary

Additional and modified glossary items shown *
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