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1.0 EXECUTIVE SUMMARY 
1.1 The Purpose of the Plan 

This Asset Management Plan (AM Plan) details information about infrastructure assets with 
actions required to provide an agreed level of service in the most cost-effective manner while 
outlining associated risks. 

The plan defines the services to be provided, how the services are provided and what funds 
are required to provide over the 10-year planning period. The AM Plan will link to a Long-
Term Financial Plan.  

1.2 Asset Description 
This plan covers the Information Technology assets that serve Tamworth Regional Council 
and our community.  

The Information Technology network comprises: 

 IT hardware  
 IT network and infrastructure  

The above infrastructure assets have replacement value estimated at $3.9m. 

IT hardware, under an operating lease arrangement e.g. large format scanner and printer 
devices, are not included in the asset management plan. 

1.3 Levels of Service 
The allocation in the planned budget is insufficient to continue providing existing services at 
current levels for the planning period. 

The main service consequences of the Planned Budget are: 

 Increased response times  
 Triaging of operational and maintenance requirements  

1.4 Future Demand 
The factors influencing future demand and the impacts they have on service delivery are 
created by: 

 Staff expectations 
 Community expectations 
 Technology changes 

These demands will be approached using a combination of managing existing assets, 
upgrading existing assets and providing new assets to meet demand. Demand management 
practices may also include a combination of non-asset solutions, insuring against risks and 
managing failures. 

1.5 Lifecycle Management Plan 
1.5.1 What does it Cost? 
The forecast lifecycle costs necessary to provide the services covered by this AM Plan 
includes operation, maintenance, renewal, acquisition, and disposal of assets. Although the 
AM Plan may be prepared for a range of time periods, it typically informs a Long-Term 
Financial Planning period of ten years. Therefore, a summary output from the AM Plan is the 
forecast of 10-year total outlays, which for Information Technology assets is estimated as 
$30,160,576 or $3,016,058 on average per year.  
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1.6 Financial Summary 
1.6.1 What we will do 
Estimated available funding for the 10-year period is $26,157,501 or $2,615,750 on average 
per year as per the Long-Term Financial plan or Planned Budget. This is 86.73% of the cost 
to sustain the current level of service at the lowest lifecycle cost.  

The asset management reality is that only what is funded in the Long-Term Financial Plan 
can be provided. Informed decision making depends on the AM Plan emphasising the 
consequences of Planned Budgets on the service levels provided and risks. 

The anticipated Planned Budget for IT Assets leaves a shortfall of $400,307 on average per 
year of the forecast lifecycle costs required to provide services in the AM Plan, compared 
with the Planned Budget currently included in the Long-Term Financial Plan. This is shown in 
the figure below. 

Figure 1.6.1 Forecast Lifecycle Costs and Planned Budgets  

 

We plan to provide IT Asset services for the following: 

 Operation, maintenance, renewal and acquisition of IT hardware, network and 
infrastructure assets to meet best possible service levels within available annual 
budgets. 

It should be noted that until the Technology Blueprint is finalised and endorsed, there can be 
no certainty about funding requirements for major renewals/acquisitions within the 10-year 
planning period. 
1.6.2 What we cannot do 
Currently forecast renewals and planned budgets are in alignment, with no shortfall.  

At the same time, decisions are currently under discussion around plans for information 
technology at TRC (i.e. development of the Technology Blueprint).  

In these circumstances, it is not possible to accurately identify specific deliverables that 
cannot be provided under present funding levels. 

Once the Technology Blueprint has been finalised and endorsed, this plan can be updated to 
reflect works and services that cannot be provided. 

1.6.3 Managing the Risks 
Our present budget levels are sufficient to continue to manage risks in the medium term. 
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The main risk consequences are: 

 Reduced level of service  
 Disruption to system access and reputational damage due to cyber-attacks.  

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

 Exploring resourcing options. 
 Continuous re-assessment of requirements to deliver critical services. 
 Maintenance of firewalls, anti-virus software and training.  

1.7 Asset Management Planning Practices 
Key assumptions made in this AM Plan are: 

 The asset information sourced contains Council’s “best knowledge” about the 
assets at the date of this plan 

 Where not otherwise specified, budget forecasts are determined for year one 
and projected without escalation for future years 

 Assets requiring renewal are identified from either the known asset information 
or an alternative method 

 The timing of capital renewals based on the asset information held is applied by 
adding the useful life to the year of acquisition or year of last renewal 

 Alternatively, an estimate of renewal lifecycle costs is projected from external 
condition modelling systems and may be supplemented with, or based on, 
expert knowledge 

 Assets requiring renewal are identified from either the asset register or an 
alternative method 

 The timing of capital renewals based on the asset register is applied by adding 
the useful life to the year of acquisition or year of last renewal, unless otherwise 
specified. 

This AM Plan is based on information with levels of confidence varying between ‘uncertain’ 
and ‘reliable’. 

1.8 Monitoring and Improvement Program 
The next steps resulting from this AM Plan to improve asset management practices are: 

 Continuing to improve accuracy of the asset register  
 Review of Levels of Service to improve information and measurable 

performance outcomes 
 Review of identified sections where relevant information is not yet documented. 
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2.0 INTRODUCTION 
2.1 Background 

Asset management is 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”1. 

Council maintains a network of physical infrastructure within the Local Government Area that 
is necessary to enable the community to live, work and play in a prosperous, safe and 
accessible region. 

Managing this infrastructure is a complex and expensive task that requires long-term 
planning and funding. Moreover, provision of additional infrastructure in response to growth 
poses challenges, with changes in community expectations, standards and population likely 
to change our infrastructure requirements into the future. Council is also under significant 
pressure to deliver infrastructure in a sustainable manner. This asset plan covers the 
management of Council’s IT infrastructure which supports the organisation as well as 
Council’s Technology Blueprint roadmap. 

Our Asset Management Performance 

Successful asset management will include the following elements: 
 Provision of a defined level of service, reviewed from time to time 
 Systems to monitor performance 
 A plan for managing the impact of growth 
 A lifecycle approach to developing cost-effective management strategies for the 

long-term that meet the defined level of service 
 Identification, assessment, and appropriate control of risks 
 A long-term financial plan which identifies required affordable expenditure and 

how it will be financed 
 An asset management improvement strategy. 

Council strives to achieve these elements, and is continuously improving our asset 
management practice. 

This Plan 

This AM Plan sets out the current Information Technology assets owned and managed by 
Council and communicates the requirements for the sustainable delivery of services through 
management of said assets, compliance with regulatory requirements, and required funding 
to provide the appropriate levels of service over the planning period. 

The infrastructure assets covered by this AM Plan include IT hardware and network 
infrastructure.  

For a detailed summary of the assets covered in this AM Plan refer to Table 5.1.1 in Section 
5.  

These assets are provided to support the organisation to capture, share and use information 
to meet our operational and strategic outcomes. 

The Information Technology assets included in this plan have a total replacement value of  
$3,944,100. 

 
1 IPWEA International Infrastructure Management Manual (IIMM) 2015 
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Our organisational structure for service delivery from assets is detailed below: 

 

 

 

 

 

 

 

 

 

 

 
2.2 Goals and Objectives of Asset Ownership 

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

 Providing a defined level of service and monitoring performance 
 Managing the impact of growth through demand management and infrastructure 

investment 
 Taking a lifecycle approach to developing cost-effective management strategies 

for the long-term that meet the defined level of service 
 Identifying, assessing and appropriately controlling risks  
 Linking to a Long-Term Financial Plan which identifies required, affordable 

forecast costs and how it will be allocated. 
Key elements of the planning framework are: 

 Levels of service – specifies the services and levels of service to be provided 
 Risk Management 
 Future demand – how this will impact on future service delivery and how this is 

to be met 
 Lifecycle management – how to manage its existing and future assets to 

provide defined levels of service 
 Financial summary – what funds are required to provide the defined services 
 Asset management practices – how we manage provision of the services 
 Monitoring – how the plan will be monitored to ensure objectives are met 
 Asset management improvement plan – how we increase asset management 

maturity. 
Other references to the benefits, fundamental principles and objectives of asset management 
are: 

 International Infrastructure Management Manual 2015 2 
 ISO 550003  

 
2 Based on IPWEA 2015 IIMM, Sec 2.1.3, p 2| 13 
3 ISO 55000 Overview, principles and terminology 



 

Asset Management Plan – Information Technology – 2023-2042   Page 11 of 53 

A road map for preparing an AM Plan is shown below: 

 

Road Map for preparing an Asset Management Plan 
Source: IPWEA, 2015, IIMM, Fig 1.5.1, p 1.11 
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3.0 LEVELS OF SERVICE 
3.1 Strategic and Corporate Goals 

This AM Plan is prepared under the direction of Council’s vision, mission, goals and 
objectives. 

Council has adopted Blueprint100 as its overarching strategic roadmap, which targets 
achieving a population of 100,000 by 2041 via a number of strategic initiatives across eight 
priority themes designed to promote a prosperous economy and high living standards in the 
region. 

Community consultation conducted in 2021/2022 was based around the Blueprint100 themes 
and together Blueprint100 and community feedback informed the development of Our 
Community Plan 2022-2032, which has nine Focus Areas as follows: 

 

 

 

 

 

 

 

The relevant focus areas and strategies and how these are addressed in this AM Plan are 
summarised in Table 3.1. 
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Sustainability Strategy 
In addition to the suite of strategic documents that detail the focus areas and how we plan to 
achieve them, Council is currently preparing a new Sustainability Strategy. The targets and 
actions of this strategy will be incorporated where applicable in future versions of this Plan. 

Part of the process of developing this strategy has been the alignment of our strategic focus 
areas with the United Nations Sustainable Development Goals (SDGs), adopted by the United 
Nations Member States in 2015.  

The SDGs are aligned as follows: 
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3.3 Customer Values 
Service levels are defined in three ways: customer values, customer levels of service and 
technical levels of service. 

Customer Values indicate: 

 The aspects of the service that are important to the customer. 
 Whether they see value in what is currently provided.  
 The likely trend over time based on the current budget provision. 
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4.0 FUTURE DEMAND 
4.1 Demand Drivers 

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

4.2 Demand Forecasts 
The present position and projections for demand drivers that may impact future service 
delivery and use of assets have been identified and documented. 

Of note in relation to forecast demand, Council has adopted Blueprint100 as its growth 
strategy, which sets a population target of 100,000 by 2041. This is equivalent to annual 
population growth of 2.35%. If this target is achieved, it will represent a higher than current 
growth rate (0.68% per annum 2016-20216) and have a commensurate impact on increased 
demand. 

4.3 Demand Impact and Demand Management Plan 
The impact of demand drivers that may affect future service delivery and use of assets are 
shown in Table 4.3. 

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 can include non-asset solutions, insuring 
against risks and managing failures.  

Opportunities identified to date for demand management are shown in Table 4.3. Further 
opportunities will be developed in future revisions of this AM Plan. 

 
6 Estimated Resident Population (ERP) | Tamworth Regional Council | Community profile 
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4.4 Asset Programs to meet demand 
The new assets required to meet demand may be acquired, donated or constructed. 
Additional assets are discussed in Section 5.4.  

Acquiring new assets will commit the Council to 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 for inclusion in the Long-Term Financial Plan (Refer to 
Section 5). 
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Where maintenance budget allocations are such that they will result in a lesser level of 
service, the service consequences and service risks have been identified and are highlighted 
in this AM Plan. 

Assessment and priority of reactive maintenance is undertaken by staff using experience and 
judgement.  

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

No asset hierarchy has been identified at this time. 

Summary of forecast operations and maintenance costs 
Forecast operations and maintenance costs are expected to vary in relation to the total value 
of the asset stock. If additional assets are acquired, the future operations and maintenance 
costs are forecast to increase. If assets are disposed of the forecast operation and 
maintenance costs are expected to decrease. Figure 5.2 shows the forecast operations and 
maintenance costs relative to the proposed operations and maintenance Planned Budget. 

Figure 5.2: Operations and Maintenance Summary 

 

All figure values are shown in current day dollars. 

Over the 10–year plan, there is a $925,000 gap in required OPEX funds and what has been 
budgeted in the Long-Term Financial Plan. Further documentation of the specific service and 
risk consequences of this gap will need to occur to effectively triage work and manage the 
consequences of this shortfall. 

5.3 Renewal Plan 
Renewal is major capital work which does not significantly alter the original service provided 
by the asset, but restores, rehabilitates, replaces or renews an existing asset to its original 
service potential. Work over and above restoring an asset to original service potential is 
considered to be an acquisition resulting in additional future operations and maintenance 
costs. 

Renewal requirements have been assessed using Asset Register data to project the renewal 
costs (current replacement cost) and renewal timing (acquisition year plus updated useful life 
to determine the renewal year). 
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The estimates for renewals in this AM Plan were based on the asset register.  

5.4 Summary of future renewal costs 
Forecast renewal costs are projected to increase over time if the asset stock increases. The 
forecast costs associated with renewals are shown relative to the proposed renewal budget 
in Figure 5.4. 

Figure 5.4: Forecast Renewal Costs 

 

All figure values are shown in current day dollars. 

Currently forecast renewals and planned budgets are in alignment, with no shortfall. This will 
be subject to change depending on the outcomes of the Technology Blueprint. 

5.5 Acquisition Plan  
Acquisition reflects are new assets that did not previously exist or works which will upgrade 
or improve an existing asset beyond its existing capacity. They may result from growth, 
demand, social or environmental needs. Assets may also be gifted or contributed  to the 
Council for zero acquisition cost. 

5.5.1 Selection criteria 
Proposed acquisition of new assets, and upgrade of existing assets, are identified from 
various sources such as community requests, proposals identified by strategic plans or 
partnerships with others. Potential upgrade and new works should be reviewed to verify that 
they are essential to the Entities needs. Proposed upgrade and new work analysis should 
also include the development of a preliminary renewal estimate to ensure that the services 
are sustainable over the longer term. Verified proposals can then be ranked by priority and 
available funds and scheduled in future works programmes.  

5.6 Disposal Plan 
Disposal includes any activity associated with the disposal of a decommissioned asset 
including sale, demolition or relocation. No assets have been identified for disposal at this 
time. As IT assets are on a compact renewal cycle and retired assets do require a disposal 
strategy, this section will be reviewed for the next version of the plan. 
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5.6.1 Summary of asset forecast costs 
The financial projections from this asset plan are shown in Figure 5.6.1. These projections 
include forecast costs for acquisition, operation, maintenance, renewal, and disposal. These 
forecast costs are shown relative to the proposed budget. 

The bars in the graphs represent the forecast costs needed to minimise the life cycle costs 
associated with the service provision. The proposed budget line indicates the estimate of 
available funding. The gap between the forecast work and the proposed budget is the basis 
of the discussion on achieving balance between costs, levels of service and risk to achieve 
the best value outcome. 

Figure 5.6.1: Lifecycle Summary 
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6.0 RISK MANAGEMENT PLANNING 
The purpose of infrastructure risk management is to document the findings and 
recommendations resulting from the periodic identification, assessment and treatment of 
risks associated with providing services from infrastructure, using the fundamentals of 
International Standard ISO 31000:2018 Risk management – Principles and Guidelines.  

Risk Management is defined in ISO 31000:2018 as: ‘coordinated activities to direct and 
control with regard to risk’8. 

An assessment of risks associated with service delivery will identify risks that will result in 
loss or reduction in service, personal injury, environmental impacts, a ‘financial shock’, 
reputational impacts, or other consequences. The risk assessment process identifies credible 
risks, the likelihood of the risk event occurring, and the consequences should the event 
occur. The risk assessment should also include the development of a risk rating, evaluation 
of the risks and development of a risk treatment plan for those risks that are deemed to be 
non-acceptable. 

6.1 Critical Assets 
Critical assets are defined as those which have a high consequence of failure causing 
significant loss or reduction of service.  

By identifying critical assets and failure modes, an organisation can ensure that investigative 
activities, condition inspection programs, maintenance and capital expenditure plans are 
targeted at critical assets. Critical assets have not been identified at this time. This is an area 
identified in the Improvement Plan for future updates of the AM Plan (refer to Section 8.0) 
and future versions of this AM Plan will include increasingly detailed information in this 
section. 

6.2 Risk Assessment 
The risk management process used is shown in Figure 6.2 below. 

It is an analysis and problem-solving technique designed to provide a logical process for the 
selection of treatment plans and management actions to protect the community against 
unacceptable risks. 

The process is based on the fundamentals of International Standard ISO 31000:2018. 

 
8 ISO 31000:2009, p 2 
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Fig 6.2 Risk Management Process – Abridged 

 

Source: ISO 31000:2018, Figure 1, p9 

The risk assessment process identifies credible risks, the likelihood of the risk event 
occurring, the consequences should the event occur, development of a risk rating, evaluation 
of the risk and development of a risk treatment plan for non-acceptable risks. 

An assessment of risks associated with service delivery will identify risks that will result in 
loss or reduction in service, personal injury, environmental impacts, a ‘financial shock’, 
reputational impacts, or other consequences.  

Critical risks are those assessed with ‘Very High’ (requiring immediate corrective action) and 
‘High’ (requiring corrective action) risk ratings identified in the Infrastructure Risk 
Management Plan. The residual risk and treatment costs of implementing the selected 
treatment plan is shown in Table 6.2. It is essential that these critical risks and costs are 
reported to management and the Council. 
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6.3 Service and Risk Trade-Offs 
The decisions made in adopting this AM Plan are based on the objective to achieve the 
optimum benefits from the available resources. 

6.3.1 What we cannot do 
There are some operations and maintenance activities and capital projects that are unable to 
be undertaken within the next ten years. These will be confirmed after the release of the 
Technology Blueprint.  

6.3.2 Service trade-off 
If there is forecast work (operations, maintenance, renewal, acquisition or disposal) that 
cannot be undertaken due to available resources, then this will result in service 
consequences for users. These service consequences include: 

 Increased response times  
 Triaging of operations and maintenance activities 
 Rationalisation of renewal and/or acquisition requirements. 

6.3.3 Risk trade-off 
The operations and maintenance activities and capital projects that cannot be undertaken 
may sustain or create risk consequences. These risk consequences include: 

 Reduced level of service  
 Disruption to system access and reputational damage due to cyber attacks.  

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

 Exploring resourcing options 
 Continuous re-assessment of requirements to deliver critical services  
 Maintenance of firewalls, anti-virus software and training. 

These actions and expenditures are considered and included in the Risk Management Plan. 
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7.0 FINANCIAL SUMMARY 
This section contains the financial requirements resulting from the information presented in 
the previous sections of this AM Plan. The financial projections will be improved as the 
discussion on desired levels of service and asset performance matures. 

7.1 Financial Sustainability and Projections 
7.1.1 Sustainability of service delivery 
There are two key indicators of sustainable service delivery that are considered in the AM 
Plan for this service area. The two indicators are the: 

 asset renewal funding ratio (proposed renewal budget for the next ten years / 
forecast renewal costs for next ten years) 

 medium term forecast costs/proposed budget (over ten years of the planning 
period). 

Asset Renewal Funding Ratio 
Asset Renewal Funding Ratio9 100% 

The Asset Renewal Funding Ratio is an important indicator and illustrates that over the next 
ten years we expect to have 100% of the funds required for the optimal renewal of assets.  

Medium term – 10-year financial planning period 
This AM Plan identifies the forecast operations, maintenance and renewal costs required to 
provide an agreed level of service to the community over a ten year period. This provides 
input into 10-year financial and funding plans aimed at providing the required services in a 
sustainable manner.  

This forecast work can be compared to the proposed budget over the first ten years of the 
planning period to identify any funding shortfall.  

The forecast operations, maintenance and renewal costs over the 10-year planning period is 
$3.5m on average per year.  

The proposed (budget) operations, maintenance and renewal funding is $4.7m on average 
per year giving a 10-year funding surplus of $1.2m per year. This expenditure includes the 
significant upgrades included as part of the Technology Blueprint IT strategy.  

Providing sustainable services from infrastructure requires the management of service levels, 
risks, forecast outlays and financing to achieve a financial indicator of approximately 1.0 for 
the first years of the AM Plan and ideally over the 10-year life of the Long-Term Financial 
Plan. 

7.1.2 Forecast Costs (outlays) for the Long-Term Financial Plan 
Table 7.1.2 shows the forecast costs (outlays) required for consideration in the 10-year Long-
Term Financial Plan.  

Providing services in a financially sustainable manner requires a balance between the 
forecast outlays required to deliver the agreed service levels with the planned budget 
allocations in the Long-Term Financial Plan. 

A gap between the forecast outlays and the amounts allocated in the financial plan indicates 
further work is required on reviewing service levels in the AM Plan (including possibly 
revising the Long-Term Financial Plan). 

We will manage the ‘gap’ by developing this AM Plan to provide guidance on future service 
levels and resources required to provide these services in consultation with the community.

 
9 AIFMM, 2015, Version 1.0, Financial Sustainability Indicator 3, Sec 2.6, p 9. 
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The estimated confidence level for and reliability of data used in this AM Plan is considered 
to be Acceptable. 
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Appendix G Glossary of Asset Management Terms 
 
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, etc. 

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, are 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 consumption A measure of how much of the assets service potential has been 
'consumed'. 

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

Asset management 
(AM) 

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

Asset renewal 
funding ratio 

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

Asset Type - 
Cultural/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. 

Asset Type - 
Infrastructure asset 

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

Asset* A resource controlled by an entity as a result of past events and from 
which future economic or other benefits are expected to flow to the entity. 

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 
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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. 
EXPANSION - Expenditure that extends the capacity of an existing asset 
to provide benefits, at the same standard as is currently enjoyed by 
existing beneficiaries, to a new group of users. It is discretionary 
expenditure, which increases future operations and maintenance costs, 
because it increases the organisation’s asset base, but may be 
associated with additional revenue from the new user group, e.g. 
extending a drainage or road network, the provision of an oval or park in a 
new suburb for new residents. 
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. 
RENEWAL - Expenditure on an existing asset or on replacing an existing 
asset, which returns the service capability of the asset up to that which it 
had originally. It is periodically required expenditure, relatively large 
(material) in value compared with the value of the components or sub‐
components of the asset being renewed. As it reinstates existing service 
potential, it generally has no impact on revenue, but may reduce future 
operations and maintenance expenditure if completed at the optimum 
time, e.g. resurfacing or 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. 
UPGRADE - Expenditure, which enhances an existing asset to provide a 
higher level of service or expenditure that will increase the life of the asset 
beyond that which it had originally. Upgrade expenditure is discretionary 
and often does not result in additional revenue unless direct user charges 
apply. It will increase operations and maintenance expenditure in the 
future because of the increase in the organisation’s asset base e.g. 
widening the sealed area of an existing road, replacing drainage pipes 
with pipes of a greater capacity, enlarging a grandstand at a sporting 
facility. 

Capital funding Funding to pay for capital expenditure. 

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

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

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 
noncritical 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. 

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 arm’s 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.  
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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. 

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

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 the 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 ten 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 ten 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. 

Maintenance All actions necessary for retaining an asset as near as practicable to an 
appropriate service condition, including regular ongoing day‐to‐day work 
necessary to keep assets operating e.g. road patching but excluding 
rehabilitation or renewal. It is operating expenditure required to ensure 
that the asset reaches its expected useful life. 
Planned maintenance - Repair work that is identified and managed 
through a maintenance management system (MMS). MMS activities 
include inspection, assessing the condition against failure/breakdown 
criteria/experience, prioritising scheduling, actioning the work and 
reporting what was done to develop a maintenance history and improve 
maintenance and service delivery performance. 
Reactive maintenance - Unplanned repair work that is carried out in 
response to service requests and management/supervisory directions. 
Specific maintenance - Maintenance work to repair components or 
replace sub‐components that needs to be identified as a specific 
maintenance item in the maintenance budget. 
Unplanned maintenance - Corrective work required in the short‐term to 
restore an asset to working condition so it can continue to deliver the 
required service or to maintain its level of security and integrity. 

Maintenance 
expenditure ** 

Recurrent expenditure, which is periodically or regularly required as part 
of the anticipated schedule of works required to ensure that the asset 
achieves its useful life and provides the required level of service. It is 
expenditure, which was anticipated in determining the asset’s useful life. 
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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 nondisclosure has the potential, individually or 
collectively, to influence the economic decisions of users taken on the 
basis of the financial report or affect the discharge of accountability by the 
management or governing body of the entity. 

Modern equivalent 
asset 

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

Net present value 
(NPV) 

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

Non‐revenue 
generating 
investments 

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

Operating 
expenditure 

Recurrent expenditure, which is continuously required to provide a 
service. In common use the term typically includes e.g. power, fuel, staff, 
plant equipment, on costs and overheads but excludes maintenance and 
depreciation. Maintenance and depreciation are, 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 Regular activities to provide services such as public health, safety and 
amenity e.g. street sweeping, grass mowing and street lighting. 

Operations, 
maintenance and 
renewal financing 
ratio 

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

Operations, 
maintenance and 
renewal gap 

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

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. 
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Recurrent funding Funding to pay for recurrent expenditure. 

Rehabilitation See capital renewal expenditure definition above. 

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

Renewal See capital renewal expenditure definition above. 

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

Revenue generating 
investments 

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

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

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/subcomponents 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. 

Useful life 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 organisation. 

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. 

 




