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- Bridge Improvement Program
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Project Priority Rating

The following criteria measures the potential impact the project will have on the various areas of identified
importance.
Risk/Safety
Risk priority is assessed in accordance with an Infrastructure Risk Management Plan (yet to be
implemented) for the particular asset category, based on the likelihood and consequence of
failure. Probable risks associated with asset creation/ upgrade/ renewal include;

— Physical Risk; potential for personal damage/injury to the user if assets remain in service

— Financial Risk; over expenditure on maintenance to sustain a serviceable asset, uncertain
funding and/or conditions of the proposed project

— Political Risk; if asset falls below service standard will attract public concern and/or political
pressure for asset creation/upgrade due to community demand.

The scoring for risk/safety is to be scaled to suit the significants of each asset class and category as
documented in the respective asset management plans.

0. Nil risk or safety issues involved

1. Low risk with minor consequences
2. Medium risk

3. Medium - High

4. High

The scering of this criterion has the highest weighting of 25% due to the risk based approach to
identifying priority projects.

Technical .

Technical priority is assessed based on the current standard of the asset/s and the project’s ability
to improve the asset’s function/condition. This may be further based on the assessed condition of
the asset and the estimated remaining fife to determine its priority. Improvement of the asset’s
function by comparing the current capacity of the existing assets to the proposed upgrade of the
assets through;

Technology enhancement
Higher design standard
Increased serviceability

Condition/Life remaining

N 2

Improved function efficiency

The scoring of technical aspects is to be scaled to suit the significants of each asset class and
category as documented in the respective asset management pians.

Neutral
Good Condition / Minimal improved function

Average Condition / Some improvement in function

powon e

Requires work / Significant improvement in function
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5. End of serviceable life / Optimum improved function

The scoring of the Technical criteria has adopted a 20% weighting to recognise the process of
logical assessment in the asset lifecycle and potential function efficiencies.

Corporate
Corporate priority is linked to whether the project is a commitment through a Council resolution
and/or included in the following Council approved documents:

— Asset Management Policy

— Risk Management Policy

— Asset Management Plan/Strategy

— Emergency Response Plan

—» Business Plans

Projects stated in the above Council approved documents are to be scored relative to the
documented importance of the project outcome. For example, Council policy is to provide a
footpath on at least one side of the road connecting ali urban streets from town centres to town
boundaries {resulting in streets closer to town centres gaining a higher priority for footpath
construction, hence higher pedestrian use). The scoring of corporate responsibilities is to be scaled
to suit the significants of each asset class and category as documented in the respective asset
management plans.

Neutral

0

1. Low
2. Medium
3

High

The scoring of the corporate criteria has adopted a 20% weighting due to the importance of Council
commitments and approved policles.

Transport — Road Category
This is related to the specified road category of the asset, as documented in the Road Asset

Management Plan;
1. Arterial
2. Link or Industrial
3. Collector
4. Local Access

Social/Community Impact

This criterion is based on the perceived community benefit through project completion. This can be
measured and assessed based on the number of residential properties directly affected or the
potential number of users the completed project will attract.

— Number of properties in the general area of the project

—» Publicfcommunity usage
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— Public/community perception of project outcome

— Sacial community involvement
The scoring of Sacial/Community aspects is to be scaled to suit the significants of each asset class
and category as documented in the respective asset management plans.
Neutral

Low

Medium

w oNoe o

High

The scoring of the Social/Community criteria has adopted a 10% weighting to recognise the
importance of community satisfaction with Council projects.

Environment
Fnvironmental impact is assessed based on the significants of the surrounding environment,

including the natural and built environment.

Impact on Fiora and Fauna; removal of trees and significant native species

s
— Impact on lfandscape; rural scenic character or urban town character
— Cultural heritage

_)

Pollution; residents affected by increased traffic volume, noise

The scoring of Environment aspects is to be scaled to suit the significants of each asset class and
category as documented in the respective asset management plans.

1. Neutral
2. Low
3. Medium
4. High

The scoring of the Enviranment criteria has adopted a 10% weighting to recognise the importance
of environmental conditions when proposing a Capital Project.

Capital Projact Business Case application forms to be adopted:
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Capital Project Businass Case
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Capital expenditure - new

Expenditure which creates a new asset providing a
new service/output that did not exist beforehand. As it
increases service potential it may impact revenue and
will increase future operations and maintenance
axpenditure.

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. [t Is
periodically required expenditure, relatively large
{material} in value compared with the value of the
components or sub-components of the asset being
renewed. As it reinstates existing service potential, it
generally has no impact on revenue, but may reduce
future operations and maintenance expenditure if
completed at the optimum time, eg. resurfacing or
resheeting a material part of a road network, replacing
a material section of a drainage network with pipes of
the same capacity, resurfacing an oval.

Capital expenditure - upgrade

Expenditure, which enhances an existing asset to
provide a higher level of service or expenditure that
will increase the life of the asset beyond that which it
had originally. Upgrade expenditure is discretionary
and often does not resutt in additional revenue unless
direct user charges apply. It will increase operations
and maintenance expenditure in the future because of
the increase in the organisation’s asset hase, eg.
widening the sealed area of an existing road, replacing
drainage pipes with pipes of a greater capacity,
enlarging a grandstand at a sporting facliity.

Capital funding
Funding te pay for capital expenditure.

Capital grants

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

Capital investment expenditure
See capital expenditure definition

Capitalisation threshold

The value of expenditure on non-current assets above
which the expenditure is recognised as capital
expenditure and below which the expenditure is
charged as an expense in the year of acquisition.

Carrying amount

The amount at which an asset is recognised after
deducting any accumulated  depreciation /
amortisation and accumulated impairment losses
thereon.
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Class of assets
See asset class definition

Component

Specific parts of an asset having independent physical
or functional identity and having specific attributes
such as different life expectancy, maintenhance
regimes, risk or criticality.

Core asset management

Asset management which relies primarily on the use of
an asset register, maintenance management systems,
job  resource management, Inventory control,
condition assessment, simple risk assessment and
defined [evels of service, in order to establish
alternative treatment options and long-term cashflow
predictions. Priorities are usually established on the
hasis of financial return gained by carrying out the
waork (rather than detailed risk analysis and optimised
decision- making}.

Cost of an asset

The amount of cash or cash equivalents paid or the
fair value of the consideration given to acquire an
asset at the time of its acquisition or construction,
including any costs necessary to place the asset into
service. This includes one-off design and project
management costs.

Critical assets
Assets for which the financial, business or service level
consequences of failure are sufficiently severe to
justify proactive inspection and rehabilitation. Critical
assets have a lower threshold for action than non-
critical assets.

Current replacement cost (CRC)

The cost the entity would incur to acquire the asset on
the reporting date. The cost is measured by reference
to the lowest cost at which the gross future economic
benefits could be obtained in the normal course of
business or the minimum it wou!d cost, to replace the
exfsting asset with a technologicaily modern
equivalent new asset (not a second hand one) with the
same economic henefits (gross service potential}
allowing for any differences in the quantity and quality
of output and in operating costs,

Deferred maintenance

The shortfali in rehabilitation work undertaken relative
to that required to maintain the service potential of an
asset.

Depraciable amount
The cost of an asset, or other amount substituted for
its cost, less its residual value.
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Depreciated replacement cost (DRC)

The current replacement cost (CRC) of an asset less,
where  applicable, accumulated  depreciation
calculated on the basis of such cost to reflect the
already consumed ot 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 geoods and services.
Expenditure includes recurrent and capital outlays.

Expenses

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

Fair value

The amount for which an asset could be exchanged, or
a liability settled, between knowledgeable, willing
parties, in an arms length transaction,

Financing gap

A financing gap exists whenever an entity has
insufficient capacity to finance asset renewal and
other expenditure necessary to be able to
appropriately maintain the range and [evei 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 revene, productivity
improvements, or net financial labilities above levels
currently planned or projected. A current financing
gap means service levels have already or are currently
falling., A projected financing gap if not addressed will
result in a future diminution of existing service levels.

Heritage asset

An asset with historic, artistic, scientific, technological,
geographical or environmental quaiities that is held
and maintained principally for its contribution to
knowledge and culture and this purpose is central to
the objectives of the entity holding it.

Impairment Loss :
The amount by which the carrying amount of an asset
exceeds its recoverable amount.
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Infrastructure assets

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

Investment property

Property held to earn rentais

appreciation or both, rather than for:

(a) use in the production or supply of goods or services
or for administrative purposes; or

(b) sale in the ordinary course of business.

or for capital

Key performance indicator

A qualitative or quantitative measure of a service or
activity used to compare actual performance against a
standard or other target. Performance indicators
commonly relate statutory limits, safety,
responsiveness, cost, comfort, asset perfermance,
reliability, efficlency, environmental protection and
customer satisfaction.

to

Level of service

The defined service quality for a particuiar
servicefactivity against which service performance
may be measured, Service levels usually relate to
quality, quantity, refiability, responsiveness,
environmental impact, acceptability and cost.

Life Cycle Cost *

1. Total LCC The total cost of an asset throughout its
fife including planning, design, construction,
acquisition, aperation, maintenance,
rehabilitation and disposal costs.

2. Average LCC The life cycle cost (LCC) is average
cost to provide the service over the longest asset
life cycle. 1t comprises average operations,
malntenance expenditure plus asset consumption
expense, represented by depreciation expense
projected over 10 years. The Life Cycle Cost does
not indicate the funds required to provide the
service in a particular year.
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Life Cycle Expenditure

The Life Cycle Expenditure {LCE) is the average
operations, maintenance and capital renewal
expenditure accommodated in the long term financial
plan over 10 years. Life Cycle Expenditure may be
compared to average Life Cycle Cost to give an initial
indicator of affordability of projected service levels
when considered with asset age profiles.

Loans / barrowings
See borrowings.

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

Maintenance expenditure *

Recurrent expenditure, which is periodically or
regularly required as part of the anticipated schedule
of works required to ensure that the asset achieves its
useful life and provides the required level of service. it
is expenditure, which was anticipated in determining
the asset’s useful life.
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Materiality

The notion of materiality guides the margin of error
acceptable, the degree of precision required and the
extent of the disclosure required when preparing
general purpose financial reports. Infermation 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 bedy 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. 1t allows
for technology changes and, Improvements and
efficiencies in production and installation techniques

Net present value (NPV)

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

Non-revenue generating investments

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

Operations

Regular activities to provide services such as public
heaith, safety and amenity, eg street sweeping, grass
mowing and street lighting.

Qperating expenditure

Recurrent expenditure, which is continuously required
to provide a service. In common use the term typically
includes, eg power, fuel, staff, plant equipment, on-
costs and overheads but excludes maintenance and
depreciation. Maintenance and depreciation is on the
other hand included in operating expenses.
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Operating expense

The gross outflow of economic benefits, being cash
and non cash items, during the period arising in the
course of ordinary activities of an entity when those
outflows result in decreases in equity, other than
decreases relating to distributions to equity
participants.

Operating expenses

Recurrent expenses continuously required to provide a
service, inciuding power, fuel, staff, plant equipment,
maintenance, depreciation, on-costs and overheads.

Operations, maintenance and renewal financing ratio
Ratio of estimated budget to projected expenditure
for operations, maintenance and renewal of assets
over a defined time {eg 5, 10 and 15 years).

Operations, maintenance and renewal gap

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

Pavement management system {PMS)

A systematic process for measuring and predicting the
condition of road pavements and wearing surfaces
over time and recommending corrective actions.

PMS Score
A measure of candition 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. [t measures whether assets are being replaced
at the rate they are wearing out with capital renewal
expenditure expressed as a percentage of depreciable
amount {capital renewal expenditure/DA}.

Rate of annual asset upgrade/new *

A measure of the rate at which assets are being
upgraded and expanded per annum with capital
upgrade/new expenditure expressed as a percentage
of depreciable amount {capital upgrade/expansion
expenditure/DA).
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Recoverable amount
The higher of an asset's fair value, less costs to self and
its value In use.

Recurrent expenditure

Relatively small ({immaterial} expenditure or that
which has benefits expected to last less than 12
months. Recurrent expenditure includes operations
and maintenance expenditure.

Recurrent funding
Funding to pay for recurrent expenditure.

Rehabilitation
See capital renewal expenditure definition above.

Remaining useful life

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

Renewal
See capital renewal expenditure definition above.

Residual value

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

Revenue generating investments

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

Risk management

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

Section or segment
A self-contained part or piece of an infrastructure
asset,

Service potential

The total future service capacity of an asset. It is
normally determined by reference to the operating
capacity and economlc |ife of an asset. A measure of
service potential is used in the not-for-profit
sector/public sector to value assets, particularly those
not producing a cash flow.
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Service potential remaining

A measure of the future economic benefits remaining
In assets. it may be expressed in doilar values (Fair
Value) or as a percentage of total anticipated future
economic henefits. It is also a measure of the
percentage of the asset’s potential to provide services
that is stiil available for use in providing services
{Depreciated Replacement Cost/Depreciable Amount).

Specific Maintenance

Replacement of higher value components/sub-
components of assets that is undertaken on a regular
cycle including repainting, replacement of air
conditioning equipment, etc. This work generally falls
below the capital/ maintenance threshold and needs
to be identified in a specific maintenance budget
allocation.

Strategic Longer-Term Plan

A plan covering the term of office of counciliors (4
years minimum) reflecting the needs of the
community for the foreseeable future. It brings
together the detailed requirements in the Council’s
longer-term plans such as the asset management plan
and the long-term financial plan. The plan is prepared
in consuitation with the cammunity and details where
the Council is at that point in time, where it wants to
go, how it is going to get there, mechanisms for
monitoring the achievement of the outcomes and how
the plan will be resourced.

Sub-component
Smaller individua! 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 numhber 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 temoving it from service, or the

estimated period of time over which the future

economic benefits embodied in a depreciable asset,

are expectad to be consumed by the Council,

Value in Use

The present value of future cash flows expected to he
derived from an asset or cash generating unit. It is
deemed ta be depreciated replacement cost {DRC) for
those assets whose future ecanomic henefits are not
primarily dependent on the asset's ability to generate
net cash inflows, where the entity would, if deprived
of the asset, replace its remaining future economic
benefits.
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Source: IPWEA, 2009, Glossary

Additional and modified glossary items show.
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