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Executive Summary

The Department of Treasury and Finance, on behalf of the State Grants Commission (the Commission)
engaged GR Webb Consulting Pty Ltd to provide estimates of the annual asset preservation cost rates
for three categories of local government roads and one rate for bridges and culverts based on the
standard profiles used by the Commission.

This report presents annual preservation cost estimates for the three categories of council roads used
by the Commission, namely urban and rural sealed roads, and unsealed roads. The rates are deemed
to include all costs associated with preserving roads at their existing standard and dimensions,
including traffic management costs.

A single rate is presented for bridges and culverts based on a standard concrete bridge.

The report also provides a recommended methodology for the annual indexation of the cost estimates
until updated cost estimates are obtained.

The estimates have been derived from a combination of road lifecycle modelling using contemporary
unit rates and useful lives to calculate the asset renewal component, and maintenance cost
information from Consolidated Data Collection (CDC) returns.

The estimates represent a single rate derived from the proportioning of rates applicable to the various
functional classes of roads within each of the three road categories.

The report also discusses some of the issues that arise from deriving a single preservation rate which
is intended to be representative of a range of road classes that differ in proportional length between
councils.
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This report has been prepared by GR Webb Consulting Pty Ltd for the Tasmanian State Grants
Commission (the Commission).

The report findings and opinions are those of the authors and are not endorsed by the Commission.

The report is solely for the use of the Commission and should not be used or relied upon by anyone
else. GR Webb Consulting does not accept any duty of care, to any other person or entity other than
the Commission. The report has been prepared for the purpose set out in the Contract for Supply of
Goods and/or Services Contract No: SGC2024-01-RPM between The Crown in Right of Tasmania (acting
through The Department of Treasury and Finance) and GR Webb Consulting Pty Ltd dated 28 May
2024.

GR Webb Consulting understands that the Commission may provide a copy of this report to Tasmanian
Local Government Entities. We agree that a copy of our report can be provided on the basis that it is
published for general information only and that we do not accept any duty, liability or responsibility to
any person in relation to this report. Recipients of this report should seek independent expert advice as
this report was not prepared for them or for any other purpose than that detailed in the engagement
terms with GR Webb Consulting and cannot be relied upon other than for this. Whilst all reasonable
attempts have been made to ensure the accuracy of the information contained in this report, GR Webb
Consulting does not warrant or represent its completeness or accuracy.
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1. Context of report

The Local Government Financial Assistance Act requires grants to be distributed within states in
accordance with the National Principles agreed between the Australian Government, the states and
representatives of local government.

The State Grants Commission (the Commission) is responsible for making recommendations to the
Treasurer on the distribution of Australian Government Financial Assistance Grants to Tasmanian local
councils. The approach the Commission uses determines its recommendations to the Tasmanian
Government on the allocation across councils of the Local Government Financial Assistance Road
Grant funding provided by the Australian Government each year in accordance with the National
Principles.

The Road Grant principle requires the Commission to recognise the needs of councils for their road
expenditure and to preserve their road and bridge assets.

The National Principle for the distribution of Road Grant funds requires “The identified road
component of the financial assistance grants should be allocated to local governing bodies as far as
practicable on the basis of the relative needs of each local governing body for roads expenditure and
to preserve its road assets. In assessing road needs, relevant considerations include length, type and
usage of roads in each local governing area.”

In addition to the National Principles, the Commission has developed its own State Principles to
provide additional detail on the rationale for the framework and methodology it uses to make its
annual recommendations. The State Principles also provide a guideline for the Commission to ensure
consistency in decisions and policies the Commission adopts and how it interprets the National
Principles.

The Commission uses an asset preservation model to assess adjusted road expenditure. The model is
known as the Road Preservation Model (RPM). The intent of the RPM is to ensure that the grant
distribution reflects the mix of road and bridge assets maintained by councils, and that the model
produces estimates of the cost of asset preservation for both roads and bridges.

The Commission continuously reviews its methodologies and processes. Changes to the Financial
Assistance Grant assessment methods are introduced once each matter has been considered and
councils have been consulted.

The Commission engaged GR Webb Consulting to provide the following deliverables.

Deliverable 1: Estimates of the reasonable annualised road preservation costs required to preserve
the condition of a standard road length by road category for each road category recognised under the
Commission’s road classification system. The preservation costs are to reflect average or
representative costs expressed as a dollar rate per kilometre, in 2023-24 dollars, and not in terms of
a cost range or bands.

The Supplier is required to provide advice on a methodology for the annual indexation of these costs
until updated cost estimates are obtained.
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Deliverable 2: Estimates of the reasonable annualised preservation costs required to preserve the
condition of a standard concrete bridge and culvert. The preservation costs are to reflect average or
representative costs expressed as a dollar rate per m?, in 2023-24 dollars, and not in terms of a cost
range or bands.

The Supplier is required to provide advice on a methodology for the annual indexation of these costs
until updated cost estimates are obtained.

2. Road preservation cost estimate

Road preservation costs have been estimated for the three categories of council roads used by the
Commission, namely urban and rural sealed roads, and unsealed roads. The rates are deemed to
include all costs associated with preserving roads at their existing standard and dimensions, including
traffic management costs.

The 2023-24 estimates apply to the reasonable annualised road preservation costs per kilometre
required to preserve the condition of a standard road within each road category.

The estimates have been derived from a combination of road lifecycle modelling using contemporary
unit rates and useful lives to calculate the asset renewal component of preservation costs, and
maintenance cost information from CDC returns and data received from councils which provided
actual or estimated costs from their respective networks to estimate the maintenance component.

Table 1 presents the recommended road preservation rates.

Road Type $/km
Council Urban Sealed 25,474
Council Rural Sealed 14,657
Council Unsealed 9,687

Table 1 — Road Preservation Cost Estimates

3. Bridge preservation cost estimate
Bridge preservation costs have been estimated for a standard concrete bridge and culvert. The rate is
deemed to include all costs associated with preserving the asset at its existing standard and

dimensions, including traffic management costs.

The 2023-24 estimate applies to the reasonable annualised preservation costs required to preserve
the condition of a standard concrete bridge and culvert.
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The estimates have been derived from a combination of bridge lifecycle modelling using contemporary
unit rates and useful lives to calculate the asset renewal component of preservation costs, and
maintenance cost information from CDC returns to estimate the maintenance component.

Table 2 presents the recommended bridge preservation rate.

Bridge and Culvert Type $/Per metre2

Concrete 71.70

Table 2 — Bridge Preservation Cost Estimate

4, Annual indexation

For the purpose of annual indexation of the preservation cost estimates between obtaining new
estimates, it is recommended the Commission uses the Road and Bridge Construction Index published
by the Australian Bureau of Statistics.

As a specific Tasmanian state table is not published, the Australian State Average index is
recommended.

The relevant classification 3101 Road and Bridge Construction, Australian and New Zealand Standard
Industrial Classification (ANZSIC) consists of units mainly engaged in the construction or general repair
of roads, bridges, aerodrome runways or parking lots, or in organizing or managing these activities.

The relevant data is published in ABS Catalogue number 6427 (excel table 17)

Pathway to the data file: Producer Price Indexes, Australia
https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation/producer-price-indexes-
australia/latest-release#fmanufacturing

Select

Data downloads - Time series

Table 17. Output of the Construction industries, subdivision and class index numbers
Select Row 49 Index Number; 3101 Road and bridge construction Australia, Series ID
Select Column AM Index Number; 3101 Road and bridge construction Australia

The series indicates that the index for the period between March 2023 to March 2024 is 113.6%.

Further information for methodology used by ABS
https://www.abs.gov.au/methodologies/producer-price-indexes-australia-methodology/mar-2024
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5. Methodology for determination of rates

The preservation rates comprise a combination of two components, a life-cycle renewal component
and a maintenance component.

The renewal component of the preservation costs for roads is based on a derived class average rate
(from the previously presented LGRH rates but excluding Arterial roads and adjusted for indexation)
for each road category.

The estimates have been derived from averaging the rates calculated for functional classification
criteria as previously provided to the Commission and nominally based on the asset component lives
and unit costs shown in the table below.

Unit Rates ($/m?) Lives (y) AC/SS Preservation Rate ($/km/y)
Category Surfasce B Sub- Surf:ce B Sub- | Ratio R | Maint Total
ase ase enewa aint. ota
AC pray base | AC bray base| %
Seal Seal

Urban Sealed|39.49| 12.00 | 28.25 | 37.75 | 30 20 75 | 100 | 65.00 17,674 | 7,801 | 25,474
Rural Sealed | 31.59 | 12.00 | 22.60 | 30.20 | 30 20 75 | 100 | 2.00 8,417 | 6,240 | 14,657
Unsealed 15.00 18.89 | 17.17 23 100 | 100 6,275 | 3,413 | 9,687

Table 3 — Preservation Cost Components

6. Discussion

The current Road Preservation Model (RPM) is based on three generic road types; Urban Sealed, Rural
Sealed and Unsealed.

The RPM distribution methodology applies a standard road profile for each road type;

e Urban Sealed — 8.4 metres
e Rural Sealed — 6.0 metres
e Unsealed —5.5 metres

Thus, the per kilometre road preservation cost estimate applies to;

e Urban Sealed — 8400 m? per kilometre
e Rural Sealed — 6000 m? per kilometre
e Unsealed — 5500 m? per kilometre

In addition to not recognising the variation of road widths that exist within a category and the
proportional distribution of the same, the RPM model in its current form does not differentiate
between functional criteria. This implies all roads within a category are somehow equal or at least can
be represented by some average rate which is representative of the range and variation in individual
road types within a category. This is obviously not the case as the distribution of road types within
each category varies widely between councils.

Due to this broad range of difference in the functional nature of road types within a category, such as
a low volume residential street or cul-de-sac, through to high volume inner-city arterials, both within
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the urban sealed category, any assigned single preservation rate is inevitably not going to be
appropriately representative of the real costs associated with individual roads within the category.

Proposing an “average” value, without detail of the actual proportion (length) of the functional road
types within the category means that the resultant distribution of grant funds will not reflect the actual
distribution of road types within any individual council allocation, and thus cannot be used as a
legitimate measure to gauge “need” (demand) based on the maintenance and consumption rate of
individual assets within a category.

This anomaly would seem to be contrary to the assessment of the usage component of the distribution
principle “In assessing road needs, relevant considerations include length, type and usage of roads in
each local governing area.”

The submission of an estimated single “rate” for a category of roads, at best can only be broadly
representative of the state-wide average costs applicable to road preservation, and not to any
individual council.

The reporting of square metre area of road would be more appropriate than per kilometre and would
provide a more accurate measure of the quantum of road requiring preservation.

7. Suggestions for consideration by the Commission

Although the Commission has advised that implementation of the Tasmanian Local Government Road
Hierarchy (LGRH) is not being currently pursued, the author strongly advocates for the adoption of a
Road Preservation Model methodology which recognises and accounts for the variation in usage, and
thus consumption, of the different road types within the current categories used by the Commission.

It would only require councils to report length of road by the classifications as presented in the LGRH
to enable the Commission to distribute the available funds more equitably. It would be expected that
this level of information would already exist within council asset information systems.

Road width information, also expected to exist within current systems, would provide further
improvement to the accuracy and therefore the fairness, of distributions.
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