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FOREWORD

It is my pleasure fo infraduce the Asset Management Framework and Guidelines for Western Australian
Local Governments.

Careful planning and coordination of local government infrastructure is fundamental to the economic and
social well-being of our communities. Assets, public utilities and services make possible our wide range of
lifestyle choices and high standards of living.

Much of the sector has crifical ‘information gaps in ifs overall planning process, including its asset
management systems. Many current asset management processes do not provide far the frue asset
management costs to be accurately captured and evaluated on a uniform reporting basis.

The development af this Framewark and supporting Guidelines reflects a national move towards improving
assef management capability within the local government sector. The Framework has been developed fo assist
local gavernments plan and manage their assefs so that the long ferm aspirations of their communities can
be reached. It highlights the fundamental link betfween asset management, long term financial planning and
strategic planning and will provide local governments with direction on ensuring adequate infegration.

It is my infention to amend the Local Gavernment Act 1995 and regulations fo ensure that asset management
planning and long ferm financial planning, within the confext of infegrated planning, become standard business
practices for all local governments.

Ultimately, | would like to see the local government sector defined by ifs ability not only fo adapt fo change,
but mare importantly, fo anticipate and proactively plan for change. It is with this thought that | commend
the Asset Management Framework and Guidelines to assist your local government fransition fo sound asset
management practices, if not already in place.

Hon G M (John) Castrilli MLA
MINISTER FOR LOCAL GOVERNMENT; HERITAGE;
CITIZENSHIP AND MULTICULTURAL INTERESTS
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INTRODUCTION

Lacal government assets deliver important community services. Their effective management is crucial
to the sustainable delivery of those services o meet community needs and aspirations now and in
the future.

This Asset Management Framework (the Framework) is part of the Western Australian Government's
Lacal Government Reform Program initiated by the Hon John Castrilli MLA Minister for Local
Government.

It has been develaped for use by local governments with input from the Institute of Public Works
Engineering Australia, the WA Local Government Association and the Local Government Managers
Assaciation (WA Division). It reflects a nationally consistent approach to asset management as
established by the Council of Australian Gavernments Local Government Planning Ministers' Council.

The aim of the Framework is fo enhance the sustainable management aof local government assets by
encouraging ‘whole of life" and ‘whole of organisation” approaches and the effective identification

and management of risks assaciated with the use of assefs. It encaurages a long-term view of assef
management and requires local governments fo understand and then meet the impacts of social,
economic and enviranmental change in ways that ensure sustainable use of physical and financial
resources. The Framewark emphasises the imporfance of local governments developing robust

asset management plans linked to rigorous long term financial and strategic planning as part of an
infegrated planning approach as sef out within the Integrated Planning and Reparting Framework and
Guidelines. Without this, any attempt to effectively and sustainably deliver the strategic direction of
the arganisation will be unsuccessful.

The complexity of the asset management approach ftaken by each local government will be determined
by the range of services it offers and the size of its asset portfalio. However, the Framework will
enable local governments fo develop a process of continuous impravement in their asset management
practice fo match both the changing service delivery needs of their communities and the increasing
infegration of asset management with their strategic directions.

Further information on the development of Asset Management Palicies, Strategies and Plans is
pravided in the Department of Local Government's Asset Management Guidelines.
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FIG 1 ELEMENTS OF WA ASSET MANAGEMENT FRAMEWORK
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THE FRAMEWORK

To effectively and sustainably manage assets, all local governments are required fo:

» Develop an Asset Management Policy.

e Develop an Asset Management Strategy including:

Asset Management Plans for major assef classes.

Processes that link Asset Management Plans o Long Term Financial Plans.
Defined levels of service and affordability.

Governance and management arrangements.

Data and systems fo support asset management.

Improvement af skills and processes.

e Develop a process for evaluating Asset Management Plans, processes and
asset sustainability.

 Link Asset Management to the Annual Report.

The Framework does not prescribe a single methodalogy, or restrict the praocesses that a local
government may use fo achieve these asset management outcomes. Asset management practices,
processes and outcomes can be enhanced through a range of asset management improvement
praducts available fo local governments.

The Asset Management Framework will be used fo inform propasals for future legislative requirements
and should be referred to when addressing the legislative requirements regarding infegrated
planning (plan for the future] and reporting, and financial management.
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RELATIONSHIP TO INTEGRATED PLANNING

Asset management is critical fo meeting local government strategic goals within an Infegrated
Planning approach. Asset Management Policies, Asset Management Strategies and Asset Management
Plans are informed by, and in turn inform, the community aspirations and service requirements in the
Strategic Community Plan. They are alsa integral fo developing and delivering the local government’s
strategic direction, service plans, projects and operational plans in the Corporate Business Plan.
Asset management ensures that robust Lang Term Financial Plans and Annual Budgets are developed
and that local governments have the financial capacity to deliver their strategic priorities into

the future.

Further infarmation on Integrated Planning can be found in the Department of Local Government's
Integrated Planning and Reporting Framework and Guidelines.

RELATIONSHIP TO OTHER FRAMEWORKS

This Framewark is informed by the Local Gavernment Financial Sustainability Nationally Cansistent
Frameworks ¢ & 3 published by the Lacal Government and Planning Ministers Council; Institute of
Public Works Engineering Australia (IPWEA] — National Asset Management Strategy (NAMS.AUJ Palicy
documents; IPWEA International Infrastructure Management Manual; IPWEA Australian Infrastructure
Financial Management Guidelines; Tasmanian State Government Framework for Long-Term Financial
and Asset Management Planning for all Tasmanian Councils; the Queensland Asset Management
Planning Program 2009 and 2010; the WA Department of Treasury and Finance Strategic Asset
Management Framewark; and the Western Australian Local Government Accounting Manual (Edition 2},
February 2011.
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5. ASSET CLASSES AND SUB-CLASSES

The Framework relates fo assets of significant value which a local government controls and uses fo
deliver various services and activities. These assets may have varying useful lives. Asset Management
Plans should be developed far all major assef classes. The Framework acknowledges that local
gavernments finance such assefs in various ways, but focuses only on the assets a local government
manages, not haw they are financed.

Local governments should identify the classes and sub-classes of assets that they manage.
Although the number and size of assets will vary, the following list of ‘typical’ examples can assist.
Lacal governments should also refer ta 59.2 of the Western Australian Local Government Accounting
Manual [Edition 2), February 2011.

Local Government Sub-Class Examples
Asset Classes
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pie.

ROLES AND RESPONSIBILITIES

The community, Council and local government administration, through the Chief Executive Officer
(CEQ), have unique roles and responsibilities in effective asset management.

The community helps to set service needs and asset requirements.

The service needs and expectations of the community are the primary drivers for good asset
management, which seeks to achieve the best possible value for the local government's ratepayers
and communities.

Council acts as a steward for the asset management process.

Council determines affordable, realistic and achievable priorities and is respansible for ensuring that
the local government's Asset Management Policy is developed and implemented and that appropriate
resgurces are made available for asset management.

By making certain that Asset Management Plans are manitored and oufcomes reparted fo the
community, Council ensures that it is making progress towards meeting long-term community needs.

The local government administration, through the CEO, Facilitates the asset

management process.

The CEO leads the implementation and delivery of asset management and facilitates Council decision
making by providing accurate and reliable information. The local government administration, through
the CEO, also has responsibility for the development and implementation of Asset Management and
Impravement Plans for individual assef classes.
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/. ELEMENTS OF THE WESTERN AUSTRALIA
ASSET MANAGEMENT FRAMEWORK

The size and complexity of each local government's asset portfolio will determine the most
appropriate format in which to present its asset management approach.

An Asset Management Policy outlines a lacal government's asset management objectives, targets
and plans. It establishes a platform for service delivery and provides the framework that enables
the Assef Management Strategy and Plans fo be produced. The Asset Management Palicy must
support a ‘whale aof life’ and ‘whale of arganisation” approach fo asset management.

The local government administration develops the Asset Management Policy with the Council
based on Council priorities and community needs.

An Asset Management Strategy outlines how the lacal government’s asset partfolio will:

e Meet the service delivery needs of its communities infa the future.
« Enable the local government's Asset Management Palicy fo be achieved.

e Ensure that asset management is established as part of the local government's plan
for the future.

It prioritises and artficulates the delivery of community service needs through the development
of Asset Management Plans for each major asset class.

The Asset Management Strategy responds to four questions put fo the local government:

e What assets do we currently have?

e What is the current asset management position, including current and forecast future needs
and adequacy of funding?

» Where do we want fo be [in relation fo the plan for the future)?
e How will we get there?

It is recommended that the Asset Management Strategy be developed considering the
following key elements fo ensure it achieves the desired policy outcomes and effective
corporatfe governance:

1. Asset Management Plans.

Defining Levels of Service.

Linking fo the Long Term Financial Plan.
Governance and management arrangements.

Data and system requirements.

(= 2 EEE S o S N WS R ]

Improvement of skills and processes.
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7.2.1  Asset Management Plans

Asset Management Plans define current levels of service and the processes local
governments use o manage each of their asset classes. They should be developed for
all major asset classes, including, but not limited fo: roads, buildings, drainage, paths
and parks and infrastructure.

Asset Management Plans should include:

— Reference to an asset register (which records all assets and their location, acquisition,
disposal, transfer and other relevant fransactions based an best current information
and random condition/performance sampling).

— Defined levels of service for each asset cateqory or particular actions required o
provide a defined level of service in the mast cost-effective manner.

- Demand forecasting.
- Risk management strategies.

- Financial information such as asset values, depreciation rates, depreciated values,
capital expenditure projections for new assets as a result of growth, or to renew,
upgrade and extend assefs.

- Stfrategies fo manage any funding gaps.

- (onsideration of alternative service delivery solutions (leasing, private/public
parfnerships, shared services arrangements).

— Information on ‘whole of life’ costing including changes in service patential for assets.
- Aschedule for asset performance review and plan evaluation.
- An assef management improvement program.

- Clear linkages to other strategic documents such as the Corporate Business Plan, Lang
Term Financial Plan and Annual Budget.

7.2.2  Defning Levels of Service

Level of service is the defined service quality for a particular activity (i.e. roading) or service
area (i.e. streef lighting) against which service performance may be measured. Service levels
usually relate to quality, quantity, reliability, responsiveness, enviranmental, acceptability
and cost] (IPWEA, 2006).

Local governments must determine the level of service and the quality and cost standards for
each assef class and the enfire asset portfolio. This is a key process in the development of Asset
Management Plans and is shaped by both community need (as identified through the Strafegic
Community Plan and ongoing community engagement activities) and Council priorities.
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7.2.3

7.2.4

7.2.5

7.2.6

Linking fo the Long Term Financial Plan

The Asset Management Strategy must link the ‘whole of life’ casting for each asset class with
the local government's annual budget and lang term and operational financial planning.

Under the Department of Local Gavernment's Integrated Planning and Reporting Framework
and Guidelines and Western Australian Local Government Accounting Manual [Edition 2],
February 2011, there is a clear expectation that local governments will develop 10 year
financial plans underpinned by robust estimates, cash flow predictions and expenditure
projections based on asset maintenance, replacement or upgrade, renewal and disposal
obtained from Asset Management Strategies and Asset Management Plans.

Governance and Management Arrangements

boad governance and management arrangements ensure that asset management is
adequately linked fo service delivery. Gavernance and management arrangements within the
Asset Management Strategy should:

- ldentify key roles and positions to undertake asset management.

- ldentify the asset management rales and respansibilities of: the CEQ, Senior Managers
and Assef Managers, Mayor/President and Elected Members.

- ldentify and address staff resourcing, funding and fraining needs.

- ldentify and implement high level audit or oversight mechanisms for Asset Management
Plan development and service delivery.

- Identify and implement mechanisms for reporting Asset Management Plan progress
against elements of the plan for the future.

These arrangements should be reviewed annually to defermine ongaing and future
governance and management requirements and their financial impacts.

Data and Systems

Systems should be put in place for the callection and analysis of asset management
data fo ensure the development of efficient maintenance and capital works pragrams,
asset management performance is adequately measured over time, infrastructure gaps
are identified, and minimum reporting requirements prescribed under the legislation
are achieved.

When data systems are used, adequate links must be made between asset management and
financial systems, particularly in the recording and management of capital expenditure and
allacations far depreciation, maintenance, renewal and upgrade.

Skills and Processes

Programs of continuous impravement that instil a ‘whole of organisation’, best practice
approach fo asset management should be implemented.

In partnership with appropriate peak bodies and agencies, ongaing fraining in key asset
management fopics such as improving condition assessments, valuation of assets and
accounting treatment should be provided to administration staff. Elected members should be
provided with fraining fo help them understanding the importance of asset management.
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Asset management programs must include evaluation mechanisms to measure their
effectiveness against the targefs and outcomes of the Asset Management Strategy and Plans.
The mechanisms chosen should meet accounting standards and be independently audited.

Evaluations should be conducted annually to highlight any organisational issues, including policy
inputs required fram Council that affect the asset portfalia’s delivery of sustainable services.
This will assist local governments to maintain and enhance a ‘whole of organisation’ approach

to asset management.

The Asset Management Capacity Building Working Group of the Local Government Reform
Implementation Committee has endorsed a set of key performance indicators (KPIs) that
enable local gavernments to more readily measure and report their overall asset management
sustainability. The agreed KPIs are based on those developed by the Lacal Government
Association of South Australia (LGA) and the Institute of Public Works Engineering Australia
(IPWEA] as outlined in the Australian Infrastructure Financial Management Guidelines [IPWEA,
2009). They require local governments to identify their asset cansumption ratio, asset renewal
funding ratio and asset sustainability rafio.

Consistent and appropriate use of these KPIs will help local governments to understand their
resource capacity and provide a valuable input fo Council’s strafegic decision making.

Local governments should report the short and long-term service delivery levels provided by
their asset portfolios in the Annual Report, and seek community feedback on the performance
af their asset portfalios.

Further information an the development of Annual Reports can be found in the Department of
Lacal Government's Integrated Planning and Reparting Guidelines.
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INTRODUCTION

The effective management of local government assets is crucial fo the sustainable delivery of services
to meet community needs and aspirations now and in the future.

The Asset Management Framework for Western Australian local governments addresses the minimum
processes and activities required fo improve local government asset management.

To effectively and sustainably manage their assets, all local governments are required to:

e Develop an Asset Management Policy.
e Develop an Asset Management Strategy including:
- Asset Management Plans for major asset classes.
- Processes that link Asset Management Plans to Long Term Financial Plans.
- Defined levels of service and affordability.
- bovernance and management arrangements.
- Dafa and systems fo support asset management.
- Improvement of skills and processes.

» Develop a process for evaluating Asset Management Plans, processes and
asset sustainability.

 Link Asset Management to the Annual Report.

The Asset Management Guidelines (the Guidelines) support the implementation of the Asset
Management Framework the Framework] to assist local government officers to more sustainably
manage assets. The Guidelines outline a minimum planning and reporting methodology fo achieve the
outcomes of the Framewaork.

The Guidelines have been developed with input fram the Institute of Public Works Engineering
Australia (IPWEA], the WA Local Government Assaciation and the Local Government Managers
Association (WA Division), and reflect a nationally consistent approach fo asset management as
established by the Council of Australian Gavernments Local Government Planning Ministers Council.

The Framework emphasises the importance of local governments developing robust assef
management plans linked o rigarous lang term financial and strategic planning as part af an
infegrated planning approach as set out in the Integrated Planning and Reporting framework and
Guidelines. This is essential to the effective and sustainable delivery of the local government’s
strafegic direction.

The Guidelines provide suggestions to assist local governments start and continue the asset
management process. It is acknowledged that local governments will have varying starting points
for asset management and many will have existing processes that specify how Asset Management
Policies, Strafegies and Plans are fo be developed and managed.

The Guidelines dao not infend to require a single methodalogy to be applied. They are designed to
enable local governments fo develop a process of continuous impravement in their asset management
practice fo match both the changing service delivery needs of their communities and the increasing
infegration of asset management with their strategic directions.

Sources for further infarmation on asset management impravement can be found at the end
of the Guidelines.
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2. GLOSSARY

Definition
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Definition
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Definition
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Definition

Sources:
Local Gavernment Act (1995)
International Infrastructure Management Manual (IPWEA, 2006).

Department of Local Government Integrated Planning and Reporting Framework and Guidelines
(WA Gavernment, 2010).

Department of Local Government Asset Management Framewark (WA Government, 2011].
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3. DEVELOPING THE ASSET MANAGEMENT POLICY

What is it?

» AnAsset Management Policy is one or more documents outlining a local government's asset
management abjectives, targefs and plans. It establishes a platform for service delivery and
pravides the framewark that enables the Asset Management Strategy and Plans fo be produced.
It assigns specific service delivery responsibilities and supports ‘whole-of-life" and ‘whale-of-
organisation’ approaches to asset management.

Who is involved?

e (ommunity:

- Provides input info service requirements and expectations through the Strategic Community
Plan and the laocal gavernment’s ongaing community engagement.

e (ouncil:

- Understands and approves the Assef Management Palicy.

e |ocal Government Administration:

- Develops and implements the Asset Management Palicy for the Council.

3.1 GETTING STARTED

The inputs and outputs of an Asset Management Policy are detailed below:

What do | have to gather? What do | end up with?

INPUTS ouTPuTS

ACTIVITIES
Establish Asset Management Policy

e Workshap Asset Management Policy with Council o establish key objectives.
e Establish plans for monitaring and improvement of asset management outcomes.
e (ouncil adopts Asset Management Policy.
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DEVELOPING THE ASSET MANAGEMENT STRATEGY

 (ne or more documents that outline how the local government's asset partfolio will meef the
service delivery needs of their communities infa the future, enable the local government's Assef
Management Policy fo be achieved, and ensure that asset management is established as part of
the lacal government’s Integrated Plan.

e |local Government Administration:

— Develaps the Assef Management Strafegy.

- Implements the Asset Management Sfrategy with agreed resources.

- Develops Asset Management Plans for individual asset classes.

- Undertakes appropriate risk management.

- Monitors and reviews perfarmance in achieving the Asset Management Strategy oufcomes.

The Asset Management Strategy respands to four questions put fo the local government:

e What assets do we currently have?

e What is the current asset management position, including current and forecast future needs and
adequacy of funding?

 Where do we want fo be (in relation to the plan for the future)?
e How will we get there?

It is recommended that the Asset Management Strategy be developed considering the following key
elements to ensure it achieves the desired policy outcomes and effective carporate governance:

—_

Asset Management Plans.

Defining levels of service.

Linking fo the Long Term Financial Plan.
Governance and management arrangements.

Data and system requirements.

oy Ul B Wy

Improvement of skills and processes.
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5. DEVELOPING ASSET MANAGEMENT PLANS

What are they?

« [ocuments developed for each major asset class which define current levels of service and the
processes used fo manage that assef class.

Who is involved?

 Council:
— Ensures appropriate resources for asset management activities are made available.

e |ocal Government Administration:

—  Develops an Assef Management Plan far each assef class.

— Implements the Asset Management Plans with agreed resources.

- Delivers services fo the agreed levels of standard and cost.

- Undertakes appropriate risk management.

- Monitors and reviews performance in delivery of Asset Management Plan oufcomes.

Review

« Asset Management Plans must be regularly reviewed to defermine ongoing and future service
expectations and their financial impacts.

5.1 GETTING STARTED

The inputs and outputs of developing Asset Management Plans are detailed below:

What do | have to gather? What do | end up with?

INPUTS ouTPuUTS
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ACTIVITIES
Set the Context

Confirm the strategic objectives established in the Asset Management Palicy and Strategy.

Define responsibilities and ownership (see 8 Developing Governance
and Management Arrangements).

Establish arganisational commitment.

Review Asset Register Data

Review asset register for accuracy and establish asset hierarchies where appropriate.
Establish dates of acquisition and condition where possible.

Review the remaining useful life of assets.

Update assef register.

Develop Asset Management Plans

Source infarmation for plans (asset summary data).
State service delivery levels (see b Defining Levels of Service for further information).

Inform Plans with relevant information fram: community engagement activities; State/
Federal legislation; changes in fechnalogy; known service deficiencies; ather Council
policies or strategies.

Establish renewal standards and priorities.

Establish communications processes.

Oevelop an assef risk management plan, by:

- ldentifying and documenting local government risk context.

- Establishing risk evaluation criteria.

- Identifying and analysing risks.

- Evaluating risks.

Oeveloping and documenting risk freatment plans where necessary.

Predict Demand

Identify long term 20+ years) population growth, distribution, density
and demographic projections.

Assess the impact of projected demand on strafegic and operational plans.
Collate new strafegic and operational needs.

Plan for Renewal

Review and update assef life estimates.

Update Corporate Business Plan (and Annual Budget] with asset replacement values.
Calculate and document assef renewal casts.

Review and update projected renewal year.
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ACTIVITIES (continued])

Financial Forecast

Calculate (using Fair Value criteria) and document estimated expenditure for operation,
maintenance, renewal, capital works, upgrade or expansion, and planned disposals
for 20 years.

Review capital renewal program and expenditure projections.

Manage the Funding Gap

Use asset management ratios to identify asset sustainability levels.
(see 11 Evaluating Pragress for further information).

Identify shortfall in asset (renewal) funding.
Identify surplus or low-use assets for disposal where appropriate.

Consider alternative service delivery solutions (leasing, private/public partnerships,
shared services arrangements).

Plan for Improvement

Undertake an asset management gap analysis.
Oevelop a schedule for asset performance review and Asset Management Plan evaluation.
Identify and priorifise areas for improvement.

Oevelop and document an improvement plan, including: tasks, resources, respansibilities
and timeframes.

Complete the Asset Management Plans

Incarporate relevant information from all steps info as Asset Management Plan for the
asset class.

Establish clear links to other strategic documents including the Carparate Business Plan,

Annual Budget and Long Term Financial Plan.
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DEFINING LEVELS OF SERVICE

« The defined service quality for a particular activity [e.g. roading] or service area
(e.g. street lighting) against which service performance can be measured. Defining the levels
of service that will be provided by the asset partfolio is a key process in the development
af Asset Management Plans.

e (ommunity:

Provides service requirements, expectations and safisfaction input as part of the local
government’s ongoing community engagement activities.

e (ouncil:

Approves the determined levels of service.

e |ocal Government Administration:

Provides all relevant informatian fo assist Council.

Revisits and renews defined service levels to align with reviews of the Strategic Community
Plan and Asset Management Plans.

Part ¢ - Assef Management Guidelines for Western Australian Local Governments ng.



6.1 GETTING STARTED

The inputs and outputs of defining Levels of Service are detailed below:

What do | have to gather? What do | end up with?

INPUTS ouTPUTS

ACTIVITIES

Establish Existing Levels of Service

e  Esfablish and document existing levels of service for each assef class.

Define Levels of Service

Identify community asset-related needs from the Strategic Community Plan.

Communicate with Council on: Council strategic vision; arganisational issues impacting on
service delivery; Council service delivery requirements.

Incorporate relevant information from relevant State/Federal legislation; local area/place
plans, planning schemes/strafegies, changes in fechnology; known service deficiencies; other
Council palicies or strafegies.

Ensure service delivery levels are within assef capacity.

Establish and document levels aof service fo be provided by each assef class.

p30. Part 2 - Asset Management Guidelines for Western Australian Local Governments



LINKING TO THE LONG TERM FINANCIAL PLAN

 The Asset Management Strategy should link the ‘whale-of-life’ costing for each asset class with
the lacal gavernment's Corporate Business Plan, Annual Budget and long term and operational
financial planning.

e Council:
— Approves the Long Term Financial Plan.

e |ocal Government Administration:

— (ollects the necessary data and completes the Lang Term Financial Plan.
- Monitors and reviews the Lang Term Financial Plan and reports to Council.

ACTIVITIES

Incorporate Information into Financial Plans

e Incorporate financial information such as depreciation, expenditure projections, operation,
mainfenance, renewal, capital works, upgrade or expansion, and planned disposals infa the
Corporate Business Plan, Annual Budget and Lang Term Financial Plan.

Explore Revenue

e Explore options and opportunities for increasing revenue.

Develop a Funding Plan

« Develop a funding plan for the Long Term Financial Plan.
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8. DEVELOPING GOVERNANCE AND
MANAGEMENT ARRANGEMENTS

Good governance and management arrangements ensure that asset management is adequately
linked to service delivery. Governance and management arrangements within the Asset Management
Strategy should:

Identify key roles and positions to undertake asset management.

Identify the asset management roles and responsibilities of: the CEQ, Senior Managers
and Asset Managers, Mayor/President and Elected Members.

Identify and address staff resourcing, funding and fraining needs.

Identify and implement high level audit or oversight mechanisms far Asset Management Plan
development and service delivery.

Identify and implement mechanisms for reporting Asset Management Plan progress against
elements of the plan for the future.

Local Government Administration:

- Provides all relevant information to assist Council.
- Develops and implements the governance and management arrangements.
- Revisifs and renews governance and management arrangements annually.

Conducted annually in consultation with Council to determine ongaing and future governance and
management requirements and the financial impacts of these.
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8.1 GETTING STARTED

The inputs and outputs of Asset Management Governance Arrangements are detailed below:

What do | have to gather? What do | end up with?

INPUTS ouTPUTS

ACTIVITIES

Introduce Asset Management Planning

e ldentify key positions fo participate in sustainable asset management.
These may include: Chief Executive Officer; Mayor/President; Engineers;
Chief Financial Officer.

Establish a Cross Functional Team

Where possible, establish a feam including executive management, service managers,
information technology/finance/risk/audit managers.

Identify resources and respansibilities for the development and delivery
of the asset management program.

Identify staff resources, funding and training needs for the implementation
af the asset management program.

Maintain the Corporate Approach

e (onsult with Council on: the local government's asset management program and plans, Council
responsibilities and required inputs; relevant resource implications.

e Establish a plan for ongoing asset management improvement.
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9. ESTABLISHING DATA AND INFORMATION
SYSTEMS

 The process of pufting data and information systems in place o collect and analyse asset
management data to defermine maintenance and renewal requirements, measure asset
management perfarmance over fime, identify infrastructure gaps, and ensure minimum reporting
requirements prescribed under legislation are achieved.

e |tisaprocess of ensuring adequate links are made between asset management and financial
data systems, particularly in the recording and management of capital expenditure and
allocations for depreciation, maintenance, renewal and upgrade.

e |ocal Government Administration:

- ldentifies data management systems appropriate to local government needs.

- Implements data management systems and associated processes fo link asset management
systems and financial dafa systems.

ACTIVITIES

Identify the Data Required to Implement and Improve Asset Management
Processes for Each Asset Class

e (onsider the cost of collecting and maintaining such data against the benefits
it will pravide.

Identify an Asset Management Information System
« |dentify a data management system which is appropriate for the local government,
its size and asset portfalio.

Collect or Collate the Necessary Data

e Establish an implementation plan for data collection and collation.

Utilise the System

e Ensure appropriate links are made between the asset management data system
and that used for long term financial planning.
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10. DEVELOPING SKILLS AND PROCESSES

What is it?

« Aprogram that develaps a ‘whole-of-organisation’ culture focused on confinuous improvement in
assef management.

Who is involved?

e (ouncil:

- Endorses the ‘whale-of-organisation’ asset management approach as part of the
Asset Management Palicy.

- Engages with fraining programs as required.

e |ocal Government Administration:

- ldentifies a canfinuous improvement program and fraining appropriate to the local
government’s needs.

— Implements the continuous impravement program and associated processes.
- Provides all relevant information to assist Council.

- Regqularly evaluates improvement in asset management perfarmance.

Review
e Asset management practices should be evaluated annually and progress reparted fo Council and
the community.

 The confinuous impravement program should be reqularly revisited and renewed as required
(with Council inpuf where necessary| to determine ongoing and future requirements and the
financial impacts of these.

10.1 GETTING STARTED

The inputs and outputs of Asset Management Skills and Processes are detfailed below:

What do | have to gather? What do | end up with?

INPUTS ouTPUTS
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11. EVALUATING PROGRESS

Asset management programs should include evaluation mechanisms to measure their effectiveness
against the fargefs and outcomes in the Asset Management Strategy and Plans. The mechanisms
chosen should meet accounting standards and be independently audited.

Evaluations should be conducted annually to highlight any organisational issues, including inputs
required from Council, that affect the asset portfalia’s delivery of sustainable services. This will assist
local governments to maintain and enhance a ‘whole-of-organisation’ approach to asset management.

The Asset Management Capacity Building Working Group of the Local Government Reform
Implementation Committee has endorsed a set of key performance indicators (KPIs) that enable local
governments to more readily measure and report their overall asset management sustainability. The
agreed ratios are based on those developed by the Local Government Assaciation of South Australia
(LGA] and the Institute of Public Warks Engineering Australia [IPWEA] as outlined in the Australian
Infrastructure Financial Management Guidelines [IPWEA, 2009). They encourage local governments to
measure their asset management efforts through an asset consumption ratio, asset renewal funding
ratio and asset sustainability ratio.

Consistent and appropriate use of these KPIs will help local governments to understand their resource
capacity and provide a valuable input to Council's strategic decision making.

Asset Sustainabhility Ratios
ASSET CONSUMPTION RATIO

(The average proportion of “as new” condition remaining for assets.]

This ratio shows the written down current value of the local government’s depreciable assets relative
to their “as new” value. It highlights the aged candition of a lacal government’s stack of physical assets
and the pofential magnitude of capital outlays required in future fo preserve their service potential.
All local governments will be required to report this ratio utilising current financial records.

This rafio highlights the aged condition of a local government's physical assefs. If the local
government is respansibly maintaining and renewing or replacing its assets in accordance with a
well-prepared Asset Management Plan, then its Asset Consumption Ratio may be relatively low and/or
declining. This should not be cause for cancern - providing it is operating sustainably.

If a local government has been operating sustainably aver the longer ferm and has not invested
excessively in addition (enhancements tfo its existing depreciable assets) then it is likely that its
financial assefs will have grown in value to offset the decline in value of its physical assets. In such
circumstances, the decline in the value of a local government's physical assefs will be offset by a
reduction in its nef financial liabilities (by either an increase in its financial assets or preferably,
wherever possible, a reduction in its debt] as a result of operating income generated being sufficient
to cover its depreciation expense.
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The Statement of Financial Position overall will be unaffected and the local government will bein a

strong financial position and able to fund the future renewal or replacement of its physical assets
when it is most favourable to do so.

Data and Calculation Information Measurement/Target
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Asset Sustainabhility Ratio

(Are assets being replaced af the rate they are wearing out?)

This rafio indicates whether a local government is renewing or replacing existing non-financial assefs
af the same ratfe that its averall stock of assets is wearing out. It is calculated by measuring capital
expenditure on renewal or replacement of assets relative fo the rate of depreciation of assets for the
same period. A lacal government would need to understand and be measuring its renewal expenditure
to be able to determine this rafio.

If capital expenditure on renewing or replacing assets is at least equal to depreciation on average
aver time, then the local gavernment is ensuring the value of its existing stock of physical assets is
mainfained. If capital expenditure on existing assets is less than depreciation then, unless a local
gavernment’s overall asset stack is relatively new, it is likely that it is underspending on renewal or
replacement. This is likely fo result in additional mainfenance casts for assefs that have exceeded
their useful life that exceed the costs of renewal and replacement. This situation could progressively
undermine a local government's financial sustainability as it is confronted with failed assets

and significant renewal and replacement costs that cannot be accommadated without sudden

large rafe increases.

Local governments should be replacing or renewing assets at the appropriate tfimes. Achievement
of the asset sustainability ratio target means that a local government is reasanably preserving
the stock of existing assets because renewal or replacement activity approximately mafches the
consumption of its asset stack for the period.

Data and Calculation Information Measurement/Target

Capital expenditure on replacement  This is the measure of Between 90-110%
or renewal of assets divided by the  the extent fo which assets  Ngte

depreciation expense. Expressed as  managed by the local

a percentage. government are being

Eg replaced as they reach

the end of their useful lives.

A ratio greater than 110%
indicates that the local
government may be aver
Capital renewal expenditure = $7.9m investing in renewal and
Depreciation expense = $8.8m Depreciation expense replacement of its asset base.

measures the extent to -
Asset Sustainability Ratio = 90% A ratio of less than 90%

UIED e B hay € indicates that the local
been consumed during

\ gavernment may be under
Tha’r ek ' investing in renewal and
Capital expenditure on replacement of its asset base.

renewals (replacing assets
that the local government
already has] is an indicator
of the extent to which the
assets are being replaced.
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Asset Renewal Funding Ratio
(Is there sufficient future funding for renewal and replacement of assets?]

What does it mean?

This indicator is a measure of the ability of the local government to fund its projected asset renewals
and replacements in the future. The local government's Lang Term Financial Plan makes annual
provisions o renew assefs where their condition has degraded beyond an objective threshold. This
requirement will vary from year by year, patentially creating different short ferm and long term
renewal funding needs. A local government must have developed a Long Term Financial Plan
supported by Asset Management Plans to determine this ratio.

Data and Calculation Information Measurement/Target
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12. LINKING TO THE ANNUAL REPORT

 The prescribed reporting requirement that ensures that the short and long term service
delivery levels being provided by a local government's asset base are adequately reported back
to the community.

e Council:
- Approves the Annual Report.

e |ocal Government Administration:

- Undertakes performance manitoring and compiles reparts.
— Publishes and distributes reports and perfarmance information.
- Engages with the community to obtain feedback on performance.

e (ommunity:

— Provides feedback on local government performance as part of the community
engagement process.

Further information on the development of Annual Reports can be found in the Department of Local
Government's Integrated Planning and Reporting Guidelines.
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13. OTHER INFORMATION

Lacal governments wishing fa further develop their asset management processes and practices can
refer fo a number of asset management improvement programs and infarmation sources, including:
o Western Australian Local Government Accounting Manual [Edition 2), February 2011.

 The IPWEA Infernational Infrastructure Management Manual (IIMM]

 The IPWEA National Asset Management Committee (NAMS.AUJ

 The Western Australian Asset Management Improvement Program (WAAMI]

e The IPWEA NAMS.PLUS asset management program

o The IPWEA NAMS for Small Rural or Remote Communities asset management program [AM4SRR(]
o The ROMAN Il project (for road assets)

« The Australian Centre for Excellence in Local Government (ACELG)

o The Australian Local Governments’ Association (ALGA
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APPENDIX A - ASSET MANAGEMENT FRAMEWORK SUMMARY

Element Description Intent

Asset Management Plans
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Roles and Responsihilities | Timeframes and Review Outputs and
Interdependencies

Council:

Ensures appropriate resources for
asset management activities are
made available.

Lacal Gavernment Administration
Guides and develops Assef
Management Plans for each
individual asset class.

Implements the Asset Management
Plans with agreed resources.
Delivers services to the agreed level
and cost standards.

Undertakes appropriate risk
management.

Manitors and reviews performance
in delivery of the Asset Management
Plans and reports information fo
Council where appropriate.
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APPENDIX A - ASSET MANAGEMENT FRAMEWORK SUMMARY (con't)

Element Description Intent

Defining Levels of Service

Linking to the Long Term
Financial Plan

Governance and
Management Arrangements
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Roles and Responsibilities | Timeframes and Review Outputs and
Interdependencies

Council
 Approves levels of service.

Local Government Administration

o Provides all relevant information
to assist Council.

Revisits and renews defined
service levels to align with
reviews of the Strategic
Community Plan and Asset
Management Plans.

Submits reviews of defined
service levels to the community
aligning with reviews of the
Strategic Community Plan.

Community

e Provides service requirements,
expectations, and satisfaction
levels as part of the local
government’s ongoing
community engagement.

Administration

o (ollects necessary data
and completes Lang Term
Financial Plan.

Manifars and reviews Long
Term Financial Plan and reparts
information to Council.

Council
e Approves the Long Term
Financial Plan.

Administration
o Provides all relevant information
to assist Council.

Implements gavernance and
management arrangements.

Revisits and renews governance
and management arrangements
annually in consulfation

with Council .
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APPENDIX A - ASSET MANAGEMENT FRAMEWORK SUMMARY (con't)

Element Description Intent

Data and Information
Systems

Skills and Processes
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Roles and Responsibilities | Timeframes and Review Outputs and

Council

Administration

Administration

Interdependencies

Identifies data and information
management systems
appropriate fo local
governmenf needs.

Implements data and
information management system
and associated processes to link
asset management systems and
financial data systems.

Provides all relevant information
to assist Council.

Approves the ‘whole-of-
arganisation’ approach as part of
the Asset Management Palicy.

Engages with fraining programs
as required.

Identifies an impravement
program and fraining appropriate
to local government needs.

Implements the confinuous
improvement program and
assaciated processes.

Provides all relevant information
fo assist Council.

Regularly evaluates asset
management impraovement.
Regularly revisits and renews

confinuous improvement program
in consultation with Council.
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CONTACTS

For Further information on asset management contact:
Department of Local Government

GPO Box R1250, Perth, WA 6844

Telephone: (08) 9217 1500  ((08) 6552 1500 from 27 June 2011
Fax: (08) 9217 1555 ((08) 6552 1555 from 27 June 2011]
Web: www.dlg.wa.gov.au

Institute of Public Works Engineering Australia (WA Branch]

PO Box 8463 Perth Business Centre WA 6849
Telephane: (08) 9427 0870

Fax: (08) 9427 0871

E-mail: wa@ipwea.org.au

Web: www.ipwea.org.au

Western Australian Local Government Association

Western Australian Local Government Assaociation
15 Altona Streef, West Perth WA 6005

PO Box 1544, West Perth WA 6872

Telephane: (08) 9321 5055

Fax: (08) 9322 2611

E-mail: info@walga.asn.au

Web: www.walga.asn.au

Local Government Managers Association (WA Division]

17 Wickham Streef, East Perth, WA 6004
Telephone: (08) 9218 8141

Fax: (08) 92256927

E-mail: admin@Igmawa.org.au

Web: www.Igmawa.org.au
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NOTES
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Government of Western Australia
Department of Local Government

Department of Local Government

GPO Box R1250
PERTH WA 6844
Telephone: (08) 9217 1500 ((08) 6552 1500 from 27 June 2011)
Fax: (08) 9217 1555 ((08) 6552 1555 from 27 June 2011)

Free call: 1800 620 511 (Country Only)
Email: info@dlg.wa.gov.au
Website: www.dlg.wa.gov.au
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