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1 IPWEA, 2015, Sec 4.2, Example of an Asset Management Plan Structure, pp 4|37 – 39. 
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2 Based on IPWEA 2015 IIMM, Sec 1.3, p 1| 8 
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3 Based on IPWEA 2015 IIMM, Sec 2.1.3, p 2| 13 
4 ISO 55000 Overview, principles and terminology 
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Figure 1 Linkages between AMP and Key Strategic Documents and Activities 

 
5 IPWEA, 2015, IIMM. 
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Fig 2: Road Map for preparing an Asset Management Plan                
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6 IPWEA, 2015, IIMM, p 2|28. 
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9 Based on IPWEA, 2015, IIMM,  Sec 3.4.5, p 3|97. 



 

58 
 

 

 $-

 $1,000,000

 $2,000,000

 $3,000,000

 $4,000,000

 $5,000,000

 $6,000,000

 $7,000,000

 $8,000,000

 $9,000,000

2026 2027 2028 2029 2030 2031 2032 2033 2034 2035

Capital Renewal Expenditure

Required Budget



 

59 
 

• 

• 

• 

• 

o 

o 

o 

o 

o 

o 

• 

• 

• 

• 

• 

• 

• 

• 

• 



 

60 
 

 $-

 $5,000,000

 $10,000,000

 $15,000,000

 $20,000,000

 $25,000,000

2026 2027 2028 2029 2030 2031 2032 2033 2034 2035

Upgrade and New Assets Expenditure

Estimated Budget



 

61 
 

 

 $-

 $5,000,000

 $10,000,000

 $15,000,000

 $20,000,000

 $25,000,000

 $30,000,000

 $35,000,000

 $40,000,000

 $45,000,000

2026 2027 2028 2029 2030 2031 2032 2033 2034 2035

Asset Lifecycle Costs

Renewal New / Expanded Operations Maintenance Budget



 

62 
 

• 

• 

• 

• 

• 

• 

• 

• 

 
10 ISO 31000:2009, p 2 

 

 



 

63 
 



 

64 
 

• 

• 

• 

• 

• 

• 

• 

• 

• 

 

Source: ISO 31000:2018, Figure 1, p9 

 
 



 

65 
 

Table 21:  Risk Rating Matrix 

Risk Rating 

Likelihood 

Consequences 

Insignificant Minor Moderate Major Catastrophic 

Rare L L M M H 

Unlikely L L M M H 

Possible L M H H H 

Likely M M H H VH 

Almost Certain M H H VH VH 
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$10,354,092 $10,677,736 $10,974,899

$5,711,854 $5,891,102 $6,062,118

$5,678,054 $4,251,988 $3,897,786

$19,815,137 $15,355,176 $4,117,308

$41,559,137 $36,176,002 $25,052,111

*
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  2026 2027 2028 

Renewals Ratio 115% 73% 60% 

Medium term – 10 year financial planning period 

 
13 AIFMM, 2015, Version 1.0, Financial Sustainability Indicator 3, Sec 2.6, p 9. 
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$19,815,137 $10,354,092 $5,711,854 $5,678,054 $0

$15,355,176 $10,677,736 $5,891,102 $4,251,988 $0

$4,117,308 $10,974,899 $6,062,118 $3,897,786 $0

$410,315 $11,241,780 $6,223,545 $2,977,918 $0

$420,573 $11,516,550 $6,389,452 $3,052,366 $0

$431,087 $11,799,438 $6,559,968 $3,128,676 $0

$441,865 $12,090,684 $6,735,217 $3,206,894 $0

$452,911 $12,390,536 $6,915,336 $3,287,066 $0

$464,234 $12,699,256 $7,100,463 $3,369,243 $0

$475,061 $13,017,096 $7,290,732 $3,453,140 $0
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Cost  

    

 

    

 
14 Also reported as Written Down Value, Carrying or Net Book Value. 
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Annual Service Cost (ASC) 

1)     Reporting actual cost 

        The annual (accrual) cost of providing a 

service including operations, maintenance, 

depreciation, finance/opportunity and disposal 

costs less revenue.  

2)    For investment analysis and budgeting 

        An estimate of the cost that would be 

tendered, per annum, if tenders were called for 

the supply of a service to a performance 

specification for a fixed term.  The Annual Service 

Cost includes operations, maintenance, 

depreciation, finance/ opportunity and disposal 

costs, less revenue. 

Asset 

A resource controlled by an entity as a result of 

past events and from which future economic 

benefits are expected to flow to the entity. 

Infrastructure assets are a sub-class of property, 

plant and equipment which are non-current 

assets with a life greater than 12 months and 

enable services to be provided. 

Asset category 

Sub-group of assets within a class hierarchy for 

financial reporting and management purposes. 

Asset class 

A group of assets having a similar nature or 

function in the operations of an entity, and which, 

for purposes of disclosure, is shown as a single 

item without supplementary disclosure. 

Asset condition assessment 

The process of continuous or periodic inspection, 

assessment, measurement and interpretation of 

the resultant data to indicate the condition of a 

specific asset so as to determine the need for 

some preventative or remedial action. 

Asset hierarchy 

A framework for segmenting an asset base into 

appropriate classifications. The asset hierarchy 

can be based on asset function or asset type or a 

combination of the two. 

Asset management (AM) 

The combination of management, financial, 

economic, engineering and other practices 

applied to physical assets with the objective of 

providing the required level of service in the most 

cost effective manner. 

Asset renewal funding ratio (ARFR) 

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 [AIFMM, 2015, Version 1.0, Financial 

Sustainability Indicator 3, Sec 2.6, p 9]. 

Average annual asset consumption (AAAC)* 

The amount of the asset base consumed during a 

reporting period (generally a year).  This may be 

calculated by dividing the depreciable amount by 

the useful life (or total future economic 

benefits/service potential) and totalled for each 

and every asset OR by dividing the carrying 

amount (depreciated replacement cost) by the 

remaining useful life (or remaining future 

economic benefits/service potential) and totalled 

for each and every asset in an asset category or 

class. 

Borrowings 

A borrowing or loan is a contractual obligation of 

the borrowing entity to deliver cash or another 

financial asset to the lending entity over a 

specified period of time or at a specified point in 

time, to cover both the initial capital provided and 

the cost of the interest incurred for providing this 

capital. A borrowing or loan provides the means 

for the borrowing entity to finance outlays 

(typically physical assets) when it has insufficient 

funds of its own to do so, and for the lending 

entity to make a financial return, normally in the 

form of interest revenue, on the funding 

provided. 
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Capital expenditure 

Relatively large (material) expenditure, which has 

benefits, expected to last for more than 12 

months. Capital expenditure includes renewal, 

expansion and upgrade. Where capital projects 

involve a combination of renewal, expansion 

and/or upgrade expenditures, the total project 

cost needs to be allocated accordingly. 

Capital expenditure - expansion 

Expenditure that extends the capacity of an 

existing asset to provide benefits, at the same 

standard as is currently enjoyed by existing 

beneficiaries, to a new group of users. It is 

discretionary expenditure, which increases future 

operations and maintenance costs, because it 

increases the 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. 

Capital expenditure - new 

Expenditure which creates a new asset providing a 

new service/output that did not exist beforehand. 

As it increases service potential it may impact 

revenue and will increase future operations and 

maintenance expenditure. 

Capital expenditure - renewal 

Expenditure on an existing asset or on replacing 

an existing asset, which returns the service 

capability of the asset up to that which it had 

originally. It is periodically required expenditure, 

relatively large (material) in value compared with 

the value of the components or sub-components 

of the asset being renewed. As it reinstates 

existing service potential, it generally has no 

impact on revenue but may reduce future 

operations and maintenance expenditure if 

completed at the optimum time, e.g. resurfacing 

or resheeting a material part of a road network, 

replacing a material section of a drainage network 

with pipes of the same capacity, resurfacing an 

oval. 

Capital expenditure - upgrade 

Expenditure, which enhances an existing asset to 

provide a higher level of service or expenditure 

that will increase the life of the asset beyond that 

which it had originally. Upgrade expenditure is 

discretionary and often does not result in 

additional revenue unless direct user charges 

apply. It will increase operations and maintenance 

expenditure in the future because of the increase 

in the 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 

Revenue received generally tied to the specific 

projects or purposes, which are often for upgrade 

and/or expansion or new investment proposals. 

Capital investment expenditure 

Relatively large (material) expenditure, which has 

benefits, expected to last for more than 12 

months (See capital expenditure definition) 

Capitalisation threshold 

The value of expenditure on non-current assets 

above which the expenditure is recorded as 

capital expenditure and below which the 

expenditure is charged as an expense in the year 

of acquisition. 

Carrying amount 

The amount at which an asset is recognised in the 

balance sheet after deducting any accumulated 

depreciation / amortisation and accumulated 

impairment losses. 

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, top-down condition 

assessment, simple risk assessment and defined 

levels of service, in order to establish alternative 

treatment options and a long-term cash flow 

projection.  
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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 

Those assets that are likely to result in a more 

significant financial, environment and social cost 

in terms of impact on organisational objectives.  

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 gross replacement cost (GRC) of an asset less, 

where applicable, accumulated depreciation 

calculated on the basis of such cost to reflect the 

already consumed or expired future economic 

benefits of the asset. 

Depreciation / amortisation 

The systematic allocation of the depreciable 

amount (service potential) of an asset over its 

useful life. 

Economic life 

See useful life definition. 

Expenditure 

The spending of money on goods and services. 

Expenditure includes recurrent and capital 

outlays. 

Expenses 

Decreases in economic benefits during the 

accounting period in the form of outflows or 

depletions of assets or increases in liabilities that 

result in decreases in equity, other than those 

relating to distributions to equity participants. 

Fair value 

The amount for which an asset could be 

exchanged, or a liability settled, between 

knowledgeable, willing parties, in an 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. 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. 

Gross replacement cost (GRC) 

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. 

Heritage asset 

An asset with historic, artistic, scientific, 

technological, geographical or environmental 

qualities that is held and maintained principally 

for its contribution to knowledge and culture and 

this purpose is central to the objectives of the 

entity holding it. 

Impairment Loss 

The amount by which the carrying amount of an 

asset exceeds its recoverable amount. 

Infrastructure assets 

Physical assets that contribute to meeting the 

needs for access to major economic and social 
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facilities and services, e.g. roads, drainage, 

footpaths and cycle ways. These are typically 

large, interconnected networks or portfolios of 

composite assets.  The components of these 

assets may be separately maintained, renewed or 

replaced individually so that the required level 

and standard of service from the network of 

assets is continuously sustained. Generally, the 

components and hence the assets have long lives. 

They are fixed in place and are often have no 

separate market value. 

 

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 parameters or combination of parameters 

that reflect social, political, economic and 

environmental outcomes that the organisation 

delivers. 

Levels of service statements describe the outputs 

or objectives an organisation or activity intends to 

deliver to customers. 

Life Cycle  

The cycle of activities that an asset (or facility) 

goes through while it remains an identity as a 

particular asset i.e. from planning and design to 

decommissioning or disposal. 

Life Cycle Cost (LCC) 

Total LCC The total cost of an asset throughout its 

life including planning, design, construction, 

acquisition, operation, maintenance, 

rehabilitation and disposal costs.   

Average LCC The life cycle cost is average cost to 

provide the service over the longest asset life 

cycle. It comprises average operations, 

maintenance expenditure plus asset consumption 

expense, represented by depreciation expense 

projected over 10 years. The Life Cycle Cost does 

not indicate the funds required to provide the 

service in a particular year. 

Life Cycle Expenditure (LCE) 

The Life Cycle Expenditure (LCE) is the average 

operations, maintenance and capital renewal 

expenditure accommodated in the long term 

financial plan over 10 years.  Life Cycle 

Expenditure may be compared to average Life 

Cycle Cost to give an initial indicator of 

affordability of projected service levels when 

considered with asset age profiles. 

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. 

Maintenance may be classified as: 

• Planned maintenance 

Falls into three categories: 

a) Periodic – necessary to ensure the 

reliability or to sustain the design life of an asset. 

b) Predictive – condition monitoring 

activities used to predict failure. 

c) Preventive – maintenance that can be 

initiated without routine or continuous checking 

and is not condition based. 

• 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 
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continue to deliver the required service or to 

maintain its level of security and integrity. 

Maintenance expenditure * 

Recurrent expenditure, which is periodically or 

regularly required as part of the anticipated 

schedule of works required to ensure that the 

asset achieves its useful life and provides the 

required level of service. It is expenditure, which 

was anticipated in determining the asset’s useful 

life. 

Materiality 

The notion of materiality guides the margin of 

error acceptable, the degree of precision 

required, and the extent of the disclosure 

required when preparing general purpose 

financial reports. Information is material if its 

omission, misstatement or non-disclosure has the 

potential, individually or collectively, to influence 

the economic decisions of users taken on the 

basis of the financial report or affect the discharge 

of accountability by the management or 

governing body of the entity. 

Modern equivalent asset 

Assets that replicate what is in existence with the 

most cost-effective asset performing the same 

level of service. It is the most cost efficient, 

currently available asset which will provide the 

same stream of services as the existing asset is 

capable of producing.  It allows for technological 

changes and, improvements and efficiencies in 

production and installation techniques.  The 

modern equivalent asset is evidenced by renewal 

strategies in asset management plans and 

financing in a long-term financial plan covering at 

least 10 years. 

*Net present value (NPV) 

The value 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, e.g. parks and playgrounds, 

footpaths, roads and bridges, libraries, etc. 

Operations 

Regular activities to provide services such as 

public health, safety and amenity, e.g. street 

sweeping, grass mowing and street lighting. 

Operating expenditure 

Recurrent expenditure, which is continuously 

required to provide a service. In common use the 

term typically includes, e.g. power, fuel, staff, 

plant equipment, on-costs and overheads but 

excludes maintenance and depreciation. 

Maintenance and depreciation 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, maintenance and renewal financing 

ratio 

Ratio of estimated budget to projected 

expenditure for operations, maintenance and 

renewal of assets over a defined time (e.g. 5, 10 

and 15 years). 

Operations, maintenance and renewal gap 

Difference between budgeted expenditures in a 

long term financial plan (or estimated future 

budgets in absence of a long term financial plan) 

and projected expenditures for operations, 

maintenance and renewal of assets to 

achieve/maintain specified service levels, totalled 

over a defined time (e.g. 5, 10 and 15 years). 

Pavement management system (PMS) 



 

85 
 

A systematic process for measuring and predicting 

the condition of road pavements and wearing 

surfaces over time and recommending corrective 

actions. 

PMS Score 

A measure of condition of a road segment 

determined from a Pavement Management 

System. 

Rate of annual asset consumption * 

The ratio of annual asset consumption relative to 

the depreciable amount of the assets. It measures 

the amount of the consumable parts of assets 

that are consumed in a period (depreciation) 

expressed as a percentage of the depreciable 

amount.  

Rate of annual asset renewal * 

The ratio of asset renewal and replacement 

expenditure relative to depreciable amount for a 

period. It measures whether assets are being 

replaced at the rate they are wearing out with 

capital renewal expenditure expressed as a 

percentage of depreciable amount (capital 

renewal expenditure/DA).  

Rate of annual asset upgrade/new * 

A measure of the rate at which assets are being 

upgraded and expanded per annum with capital 

upgrade/new expenditure expressed as a 

percentage of depreciable amount (capital 

upgrade/expansion expenditure/DA). 

Recoverable amount 

The higher of an asset's fair value, less costs to sell 

and its value in use. 

Recurrent expenditure 

Relatively small (immaterial) expenditure or that 

which has benefits expected to last less than 12 

months. Recurrent expenditure includes 

operations and maintenance expenditure. 

Recurrent funding 

Funding to pay for recurrent expenditure. 

Rehabilitation 

See capital expenditure - renewal. 

Remaining useful life 

The time remaining until an asset ceases to 

provide the required service level or economic 

usefulness.  Age plus remaining useful life 

provides an estimate of useful life. 

Renewal 

See capital expenditure - renewal. 

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.  Residual 

value reflects consideration receivable from an 

asset at the end of its useful life to the entity and 

accordingly would not include cost savings from 

the re-use of in-situ materials. 

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 facilities, 

sporting and recreation facilities, tourist 

information facilities, etc. 

Risk management  

The application of a formal process to the range 

of possible values relating to key factors 

associated with a risk in order to determine the 

resultant ranges of outcomes and their probability 

of occurrence. 

Section or segment 

A self-contained part or piece of an infrastructure 

asset.  

Service potential 

The total future service capacity of an asset. It is 

normally determined by reference to the 

operating capacity and economic life of an asset. 

A measure of service potential is used in the not-

for-profit sector/public sector to value assets, 

particularly those not producing a cash flow. 

Service potential remaining 

A measure of the future economic benefits 

remaining in assets.  It may be expressed in dollar 

values (Fair Value) or as a percentage of total 
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anticipated future economic benefits.  It is also a 

measure of the percentage of the asset’s potential 

to provide services that are still available for use 

in providing services (Depreciated Replacement 

Cost/Depreciable Amount). 

Strategic Asset Management Plan 

A plan that documents and specifies how the 

organizational objectives are to be converted into 

AM objectives, the approach for developing 

AMP’s and the role of the AM system in 

supporting the achievement of AM objectives. 

Strategic Plan 

A plan containing the long-term goals and 

strategies of an organisation.  Strategic plans have 

a strong external focus, cover major portions of 

the organisation and identify major targets, 

actions and resource allocations relating to the 

long-term survival, value and growth of the 

organisation. 

Sub-component 

Smaller individual parts that make up a 

component part. 

Useful life 

Either: 

(a) the period over which an asset is expected to 

be available for use by an entity, or 

(b) the number of production or similar units 

expected to be obtained from the asset by the 

entity. 

It is estimated or expected time between placing 

the asset into service and removing it from 

service, or the estimated period of time over 

which the future economic benefits embodied in a 

depreciable asset, are expected to be consumed 

by the entity. 

Valuation 

The process of determining the worth of an asset 

or liability.  Assessed asset value which may 

depend on the purpose for which the valuation is 

required, i.e. replacement value for determining 

maintenance levels, market value for lifecycle 

costing and optimised deprival value for tariff 

setting. 

Value in Use 

The present value of future cash flows expected 

to be derived from an asset or cash generating 

unit.  It is deemed to be depreciated replacement 

cost (DRC) for those assets whose future 

economic benefits are not primarily dependent on 

the asset's ability to generate net cash inflows, 

where the entity would, if deprived of the asset, 

replace its remaining future economic benefits. 

Source:  IPWEA, IIMM & AIFMM 2015, Glossary 

Additional and modified glossary items shown * 
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Maintenance response is based on site judgement using the condition and risk associated with the 

defect and to the extent of the current budget. 

 

Council has selected the following four degradation profiles to simulate the progressive deterioration 

of the various civil assets.  

 

FIGURE 1 SIMULATION CURVE REPRESENTING OVERALL DETERIORATION OF INFRASTRUCTURE ASSET  
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Explanation of definitions and acronyms used in this plan. 

 

Term/Acronym Definition 

AASB Australian Accounting Standards Board 

AM Strategy Asset Management Strategy 

AMSC Asset Management Steering Committee 

Backlog 

The quantum of assets that meet the levels of service reflected in the modelling rule 
base and hence due for a capital treatment, however, funding is not enough to treat 
these assets. 

The current hypothetical cost of recouping this backlog (i.e. PDAMP funding required 
to bring every asset in condition state 5, Very Poor, back to a condition state 1, being 
Very Good) by immediate capital renewal 

CIS Community Infrastructure Strategy 2018-2038 

CSP City of Parramatta Council Community Strategic Plan 2018-2038 

Condition or 
Service State 

The service state involves the use of a single integer between 1 and 5 to describe the 
ability of the asset in question to fulfill its function; where 1 is very good and 5 is 
very poor 

ICT Information and Communication Technology 

IIMM International Infrastructure Management Manual 

ISO55000 55000 Series, International Suite of Asset Management Standards 

LTFP Long-Term Financial Plan (10 year) 

Average Annual 
Lifecycle Cost 

Total cost lifecycle scenario strategy. Calculation; Total Capital Cost over 10 Years + 
Total Maintenance & Operational Cost over 10 Years – Backlog Movement Over 10 
Years. 

Non-current 
assets 

Physical and intangible infrastructure assets, including information and 
communication technology (ICT) assets, controlled by the organisation 

P&OS AMP Parks and Open Space Asset Management Plan 

SAM Strategic Asset Management 


