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Asset Management - Background

Why asset management?
Liverpool City Council is responsible for the management, care and control of a wide range of infrastructure assets, representing a significant public investment and utility. These include public roads and other transport related facilities; floodplain and drainage networks; parks, reserves and recreational facilities; property and buildings, with a combined replacement cost of over $1.87 billion. 
These assets are used to provide a range of services, which aim to deliver social, environmental and economic outcomes for the community of Liverpool. The level of service delivered by these assets is largely determined by the manner in which they are maintained and managed.
[bookmark: _Toc287445769]Asset management practices impact directly on the business of Council and appropriate asset management is required to achieve strategic service delivery objectives expected by the community. Through a strategic approach to asset management, Council will be able to obtain better value for money in the delivery of services to the community and will better able to manage the considerable legal and financial risks it is exposed to due to the scale of investment in infrastructure assets.

What is asset management?
Asset management is a comprehensive and structured approach to the long-term management of assets as tools for the efficient and effective delivery of community benefits[footnoteRef:1]. The emphasis is on the assets being a means to an end, not an end in themselves. [1:  AUSTROADS 1997 - Strategy for Improving Asset Management Practice] 


Catalysts for improved asset management
Following the inquiries conducted by the Local Government and Shires Association into the financial sustainability of NSW Local Governments in 2006, the Department of Local Government enacted legislation in October 2009 to amend the Local Government Act (1993). The amendments introduced a new integrated planning and reporting framework for NSW local governments requiring:

· Preparation of a long-term Community Strategic Plan. 
· Preparation of a resourcing strategy to achieve the objectives established by the community strategic plan, which includes a long-term financial plan, workforce management plan and asset management plans for all assets under the control of Council.
The legislation also requires Councils to prepare an Asset Management Strategy and an overarching Council endorsed Asset Management Policy. 
Asset management planning at Council
The figure below provides a snapshot of the asset management planning processes and shows the interrelationships between the various strategic documents that guide asset management at Liverpool. The sections that follow provide a broad outline of each of these documents.




Asset Management Policy

 (
Liverpool
 City Council
Infrastructure Assets
Asset Management P
olicy 
)The Asset Management Policy, which was adopted by Council on 18 April 2011,   is a key element of Council’s asset management planning process and provides a broad framework for undertaking asset management in a structured and a coordinated way. The policy provides a clear direction for asset management and defines the key principles that underpin asset management at Liverpool. 

All Councils are exposed to considerable legal and financial risks due to its scale of investment in infrastructure assets. Councils are better able to manage these risks and obtain better value for money in the delivery of services to the community by developing and adopting a formalised and structured approach to asset management.

Accordingly, the Asset Management Policy:

· Establishes the goals and objectives for asset management in terms of providing a platform for service delivery.
· Provides links to Council’s strategic objectives to ensure all asset planning and management activities are aligned with service delivery priorities, so that all assets support service delivery in the most appropriate, effective and efficient way.
· Compels the development of asset management strategies and plans to enable the identification and management of risks inherent in the operation of public assets.
· Encourages adoption of lifecycle costing to maximise value for money.

While Council has progressively implemented many processes and practices that enable a planned approach to the management of its assets, the adoption and implementation of this policy has enabled a move towards a more consistent application of current best asset management practices across Council and across all categories of infrastructure assets. 

Council has an obligation to manage all of its assets at a level that ensures necessary standards of service are achieved and maintained over time in an efficient and cost effective manner. The Policy together with the Asset Management Strategy and Asset Management Plans provides an acceptable long-term infrastructure management framework. It has enabled development of clear strategies to improve asset management practices across Council to shift focus from reactive responses to a more proactive approach to the planning and implementation of asset maintenance activities.


Asset Management Strategy 

 (
Liverpool
 City Council
Infrastructure Assets
Asset Management 
Strategy  
)The Asset Management Strategy provides high level actions that will, over time, build asset management capability to facilitate the achievement of Council’s overall objectives and principles contained in the Asset Management Policy. The Strategy translates these principles into deliverable actions and targets through an Asset Management Improvement Plan.  
While, detailed strategies and corresponding actions for the management of each asset category have been presented in the respective asset management plans, this strategy document presents high level outcomes, actions and performance measures for the management of Council’s assets. 
The asset management strategy is to be read in conjunction with the Infrastructure Asset Management Plan, which provides long term asset requirements and corresponding financial forecasts through a ten year rolling priority program of works.
Council’s asset management strategy has been developed in the context of the following key questions:
· What is the current asset management situation - current asset management practices?
· Where do we want to be - the desired future state and strategic outcomes?
· How will we get there - strategies, actions and performance measures to bridge the gap between current and desired positions?

Following review and analysis of current and desired asset management practices in the context of emerging trends and challenges, several areas of asset management practice have been identified where opportunities exist to improve systems and processes for greater effectiveness. These are presented in the Strategy document under the following three broad areas of asset management practice that are considered necessary for good asset management.

· processes - the necessary business processes, analysis and evaluation techniques needed for life cycle asset management
· information systems - the information support systems that support the above processes and which store and manipulate asset data
· data - up to date and accurate  asset data which should be available for manipulation by information systems to support decision-making

Implementation of the identified improvement actions will have a corporate significance and will result in significant benefits and performance improvements over the long term. The improvements will over time, achieve the principles stated in Council’s Asset Management Policy and in doing so achieve Council’s asset management objectives.
The process and systems integration that is a key feature of the strategy will require high levels of interdepartmental coordination and regular monitoring to ensure intended outcomes are being achieved. 
Achievement of the desired improvements will be a continual and ongoing process. Appendix B provides the current status of various improvements identified in the Asset Management Improvement Plan.

Asset Management Plan
 (
Liverpool
 City Council
Infrastructure Assets
Asset Management Plan
)
The Asset Management Plan outlines detailed asset level strategies and programs to ensure ongoing serviceability of assets in accordance with principles established in the Asset Management Policy.

Separate asset management plans have been developed covering each of the four key classes of infrastructure assets under the care and control of this Council comprising:

· Building assets;
· Drainage and floodplain assets;
· Open space and recreational assets; and 
· Roads and transport assets.

The well researched and documented asset management plans for the entire portfolio of Council’s assets has enabled Council to develop better knowledge of all its assets - its location, quantity, condition and potential risks. To provide a more holistic view of Council’s approach to the management of its assets, the above four plans have been consolidated into a single asset management plan.

The following sections provide an overview and summary of this consolidated Infrastructure Asset Management Plan.

Objectives of the asset management plan
[bookmark: _Toc275092390]This Infrastructure Asset Management Plan aims to demonstrate responsive management of Council’s assets (and services provided from these assets), compliance with regulatory requirements, and to communicate funding required to provide the required levels of service. The Plan is expected to facilitate prudent and responsible management of Council’s infrastructure assets.



Benefits of improved asset management
[bookmark: _Toc287445770]The benefits of formalised asset management practices include:
· better allocation of limited council resources
· improved alignment of assets with services and community expectations
· improved understanding of service level options, costs and risks resulting in improved risk management and more sustainable decisions
· reduced demand for new council assets through better integration of service planning and asset planning
· more effective use and maintenance of council assets
· improved processes and accountability for capital and recurrent works
· use of non-asset solutions to meet service demand
· improved governance and accountability through improved decision making based on better understanding of the benefits and costs of alternatives therefore actions and decisions are optimal and focused on real needs

Council’s asset portfolio
Council is responsible for the control and care of a vast portfolio of infrastructure assets and the scope and value of assets covered by this Asset Management Plan is shown below.

Over the last few years, Council has built up a comprehensive data base of all its assets, which has enabled Council to undertake necessary planning and valuation of its assets most efficiently and to a high level of accuracy. 

Council’s ongoing asset surveys have provided valuable data to objectively determine its current condition and performance. This has enabled Council to proactively develop maintenance and renewal strategies and programmes that are responsive and cost effective. 

The following provides a summary of condition and performance information for some of Council’s key assets.



Detailed information on each of the above asset categories including asset condition, current and target performance, required maintenance and renewal activities, and corresponding funding requirements is contained in relevant sections of the Infrastructure Asset Management Plan.

[bookmark: _Toc275092408][bookmark: _Toc287445783]Levels of Service
The whole premise of asset management is that asset requirements and asset management strategies need to be driven by defined and acceptable service levels and performance standards. Level of service is a generic term used to describe the quality of services provided by an asset e.g. for roads, it is usually defined in terms of convenience of travel and safety performance. The following provides examples of levels of service characteristics for infrastructure assets that have been used to guide the development of maintenance and renewal targets.

	[bookmark: _Toc275092409][bookmark: _Toc287445784]Asset category

	[bookmark: _Toc275092410][bookmark: _Toc287445785]Levels of service characteristics

	[bookmark: _Toc275092411][bookmark: _Toc287445786]Roads - sealed roads 
	· ride quality
· user requirements for width and accessibility
· safety - clear signage and line marking (at least not confusing)
· travel time 



	Drainage - stormwater drainage system
	· drainage capacity and efficiency
· structural integrity of drainage structures
· level of flood protection provided to properties and roads
· pedestrian and traffic safety


	Buildings - community facilities 
	· compliance with building and fire regulations
· user requirements and availability
· clean and healthy facilities
· accessibility of facilities


	Parks - children’s play equipment
	· condition and appearance 
· compliance with Standards
· availability of playground equipment



The existing levels of service provided by Council’s assets have been determined predominantly through condition surveys as well through a rigorous in-house consultation process which involved examination of historical patterns of complaints, defects, responsiveness and quality of repairs. 

A similar process was used to develop desired levels of service and performance measurement processes. The gap identified between existing and desired service levels guided the development of asset management strategies and programmes to deliver the required level of service over the term of the asset management plan.

[bookmark: _Toc275092412][bookmark: _Toc287445787]Demand for new assets
Demand projections for new infrastructure as well the need for major improvements to existing infrastructure have been identified in the asset management plan. The provision of this infrastructure is considered necessary to support the major residential and industrial growth predicted for the Liverpool area, particularly the south west growth centre. The following table provides estimates of type and quantity of new infrastructure required over the next ten years based on the predicted population growth as well as to meet demand for new assets in existing established areas of Liverpool.

	[bookmark: _Toc275092413][bookmark: _Toc287445788]Additional infrastructure

	[bookmark: _Toc275092414][bookmark: _Toc287445789]Quantity
	[bookmark: _Toc275092415][bookmark: _Toc287445790]Replacement Value

	[bookmark: _Toc275092416][bookmark: _Toc287445791]Roads
	150km
	$123,000,000

	Footpaths & cycleways
	165km
	$22,000,000

	Kerb & gutter
	400km
	$56,000,000

	Bridges
	13
	$5,000,000

	Street lights
	2450
	Non council asset

	Bus shelters
	340
	$4,000,000

	Stormwater drainage
	100km
	$49,690,000

	Flood retarding basins
	5
	$9,624,000

	Gross pollutant traps
	41
	$1,562,000

	Community buildings
	2
	$19,000,000

	Sports amenity buildings 
	2
	$1,772,000

	Sports fields
	2
	$2,960,000

	Passive reserves
	21
	$3,437,000

	Playgrounds
	21
	$1,121,000

	Foreshore Parkland
	1
	$680,000

	TOTAL
	
	$304,324,000



While the initial cost of provision of this additional infrastructure will be borne primarily by developers, the ongoing operation and maintenance liability will transfer to Council upon handover and acceptance of these new assets. These future costs, excluding increases in depreciation charges, are identified and considered in developing forecasts of future operating and maintenance costs.  
[bookmark: _Toc275092417][bookmark: _Toc287445792]Risk management
Council has implemented many management practices and procedures to identify and manage risks associated with providing services from infrastructure assets. The priority programmes for infrastructure renewal and upgrade presented in the asset management plans have been determined using engineering analysis, economic justification as well as risk assessments. The risk-based approach adopted in the development of works programs identifies specific risks associated with the ownership and operation of infrastructure assets and develops strategies to mitigate these risks. 

[bookmark: _Toc275092418][bookmark: _Toc287445793]Life cycle management and expenditure forecasts
The long term priority program presented in the respective asset management plans reflect Council’s adopted strategy to manage its assets at the desired levels of service while optimising life cycle costs. Life cycle management involves consideration of all management options over the life of an asset from creation to disposal and the respective asset management plans detail the key work activities considered necessary to manage and operate Council’s assets. This includes operational and maintenance activities, restoration and renewal activities, enhancement and development activities and finally decommissioning and disposal activities. 
The following presents a summary of ten-year expenditure forecast for Council’s infrastructure assets.

While funding to be allocated towards the adopted rolling program of works will be determined each year when the annual budget is formulated and adopted by Council, it is recommended that the projected annual expenditure levels should generally be maintained. The size of Council’s annual budget allocations for its capital works and, importantly, how these budgets are apportioned to the various programmes, will have major implications for Council’s future financial liability. 

Key features of the expenditure forecasts
Some of the key features of the above financial projections are:
· operations and maintenance expenditures will generally increase in line with increases to Council’s asset base to meet residential growth;
· road operation and maintenance expenditures are also projected to increase as a result of  advanced state of pavement deterioration and the need to undertake more enhanced maintenance to maintain serviceability;
· building maintenance and renewal expenditures are projected to increase significantly as a result of an ageing portfolio; 
· modelling undertaken based on earlier condition surveys show that sustained capital funding of at least $7.5M per year is required just to maintain the overall condition of the road network at its current levels of service. Thus a $7.5M budget will just maintain the current overall network condition over the 10 year period but it will get worse before it gets better. This indicates the need to maintain an increased level of funding well beyond the 10 year analysis period in order to improve conditions over the long term;
· renewal expenditures are based on maintaining adopted levels of service over the term of the Plan. Generally, the projected renewal works and expenditure forecasts will enable the current infrastructure standards to be maintained, on average, over the term of the Plan; depreciation expenses, while expected to be significant, have not been included in this expenditure forecast. However, the relevant depreciation estimates will be included in the long term financial plan;
· new assets created during the term of this plan will progressively enter the renewal phase during the  following  ten years. Future updates of the asset management plan will include  estimates for required renewals to new assets; and 
· the expenditure forecasts for S94 funded New Works include only those works that have been identified and scoped for delivery in the early parts of the ten-year program. The timing and scope of remaining new works under this program is currently not known with high levels of certainty and have not been included in this Plan. 

In addition, $30 million of new assets are expected to be vested per year with Council, a total of $304 million over the next 10 years. As a consequence, the total asset replacement cost is expected to increase over the period of the Plan from $1,733 million to over $2,037 million. A commensurate increase in depreciation expense is projected as a result of increases to Council’s asset base from donated assets. 

Key findings and conclusions

Some of the key issues facing Council’s management of its large portfolio of assets are:

Infrastructure renewal gap


One of the major problems facing this Council is the ageing of its public infrastructure assets. Many roads and associated infrastructure built in the 1970s and 1980s, while delivered according to the standards of the time, are now approaching the end of their serviceable lives and now require significant improvements and renewal to bring them up to current acceptable standards for the community.
However, the actual and the continuing renewal gaps identified in the chart above, which averages over $4.5 million annually, will preclude council from undertaking timely renewals and achieving its asset management objectives. At current levels of funding, it will take significantly longer to arrest the declining condition of infrastructure assets. 
While the additional funding made available under the State Government’s Local Infrastructure Renewal Scheme has enabled the implementation of an accelerated capital works program resulting in closing of the renewal gap in earlier years of the program, any benefits of this program will be rapidly lost if this level of funding is not maintained into the foreseeable future.

South West Growth Centre

Development in the rural areas is leading to increased traffic loadings unsuitable for the existing rural road pavements, which places additional pressure on already constrained maintenance budgets. The rural road network, due to its advanced state of deterioration, will continue to decline unless a substantial boost in funding is provided to arrest this decline. However, these rural roads lie predominantly within the South West Growth Centre (SWGC) and the ensuing residential and commercial developments will ultimately see the full reconstruction, widening and upgrades to majority of the roads within this area. 
The asset management plan recommended that alternative low cost maintenance strategies be adopted for roads within the SWGC and that these treatments be delivered by Civil Maintenance crews using construction materials processed through the recycling facility at the Western depot. The successful implementation of the strategy was contingent on the continued operation of the recycling facility.

However, the recycling facility has effectively been inoperative for some time and as a result the strategy objectives have not been fully achieved.

Stormwater drainage systems

· The existing drainage system comprises predominantly underground pipes and pits, which can only be properly assessed using CCTV. This method of collecting data is costly and time consuming and only 70km of the piped network is able to be assessed each year. This means that condition of the entire drainage network will continue to be estimated from collected data for asset management and valuation purposes.
· Council’s Stormwater Management Service Charge, which generates approximately $1.3 million each year, has provided Council a sustainable funding source for its stormwater management program and this funding has enabled more enhanced maintenance and renewal programmes to be undertaken. Council has commenced a substantial drainage renewal and rehabilitation program enabling a piped network of over 40 km to be repaired for improved performance and structural integrity.




Flood management initiatives

· Council’s voluntary property acquisition scheme, currently operating in Moorebank to mitigate adverse impacts of flooding from the Georges River, has not been progressing as anticipated, primarily due to funding constraints and owner reluctance to participate. Unless Commonwealth funding is restored to original levels, the Scheme will take substantially longer to complete.
· Further, Council’s request for funding assistance for other major flood mitigation initiatives continue to be declined by the State Government, which means parts of the Liverpool community will continue to be exposed to flood risks.

Community facilities and open space

· Up to 25% of the building portfolio requires significant maintenance or renewal to restore serviceability. The sustained reduction in capital works budgets means that the renewal gap will continue to grow resulting in a substantial backlog of upgrade works.
· Further, malicious damage to sports amenity buildings due to their isolation and inadequate surveillance results in higher than normal maintenance.
· Majority of Council’s buildings and facilities do not generate any income and are unable to offset the spiralling cost of maintenance and renewal. 
· The continual growth and development of new open space facilities will place a significant burden on Council’s future financial resources.


APPENDIX A - Associated documents 

The following documents support the resourcing strategy.

 (
Liverpool
 City Council
Infrastructure Assets
Asset Management Plan
) (
Liverpool
 City Council
Infrastructure Assets
Asset Management 
Strategy  
) (
Liverpool City Council
Infrastructure Assets
Asset Management P
olicy 
)


APPENDIX B - Asset Management Improvement Plan

	[bookmark: _Toc275092638]Asset management practice area
	Required improvement task
	Target
	Resources & Costs
	Responsibility
	Performance Measure
	Status

	AM process improvements
	Develop asset management plans for all infrastructure assets in accordance with International Infrastructure Management Manual. 
	30.06.11
	existing staff resources
	· AM Teams
	· Existence of Council endorsed Asset Management Plan
	Complete

	AM process improvements
	Develop long term expenditure forecasts to achieve adopted service standards
	30.06.11
	existing staff resources
	· AM Teams
	· Existence of Council endorsed Long Term Financial Plan
	Complete

	AM process improvements
	Undertake cyclic asset condition surveys
	Ongoing
	$50,000 pa
	· Team Leader Asset Systems
	· Progress against adopted inspection plan
	Ongoing

	AM process improvements
	Implement asset handover process
	30.06.12
	existing staff resources
	· Manager Civil Construction & Assets

· Manager Technical services
	· Existence of handover process 


	Complete





	AM process improvements
	Improve forecasting techniques for new assets
	30.06.13
	existing staff resources
	· AM Teams
· Strategic Planning
	· Existence of forecasting models
	Scheduled for 2014

	AM process improvements
	Develop strategies to manage demand for new assets
	30.06.13
	existing staff resources
	· AM Teams
· Strategic Planning
· Community Services
· City Services
	· Progress against action plan
	Scheduled for 2014

	AM process improvements
	Undertake community consultation on service levels to refine and set target level of service
	30.06.13
	existing staff resources
	· AM Teams
· Community Services
	· Establishment of Resident Panel or similar

· Existence of agreed target service levels
	[bookmark: _GoBack]Scheduled for 2014

	AM process improvements
	Prepare corporate risk management plan for all infrastructure assets
	30.06.13
	existing staff resources
	· AM Teams
· Corporate  Services
	· Existence of risk management plans
	Underway

	AM information system improvements
	Implement a corporate asset management system
	30.06.12
	$150,000 (included in 2010-11 budget)
	· Finance
· City Assets 
· City Services
· Information Management
	· Implementation of AMS 
	Underway

	AM information system improvements
	Redefine enquiry codes in request management system to facilitate efficient search of types of complaints and enquiries
	30.06.13
	existing staff resources
	· City Assets 
· City Services
· Information Management
· Customer Services
	· GEAC updated and tested
	Underway - part of IT Mobility Program

	AM information system improvements
	Improve cost capture system for operations & maintenance
	30.06.12
	existing staff resources
	· Finance
· City Assets 
· City Services
· Information Management
	· Progress against action plan
	Underway - part of IT Mobility Program
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