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Date: 01 Sept 2019 

We-Roc Executives 

We thank you for the opportunity to work with We-Roc. 

Accingo have undertaken a review of mobile assets and plant within scope across the 5 shires with the view to 

better understand the life cycle of asset management and associated processes within these Local Government 

Associations. Our combined expectation is to provide We-Roc executives and councilors with an independent 

view into what is essentially one of the largest spend and maintenance areas for each council. An independent 

review of mobile assets will provide a basis in which CEO’s, Finance teams and works managers can make 

more informed decisions based on data and recommendations. 

Our process for the asset review is built from industry standards however we have undertaken the work with the 

understanding of requirements within a regional local government environment. With consideration of this 

variance, and an increased understanding of council requirements through this process, we look to demonstrate 

areas in which We-Roc can improve financial disciplines through improved asset management practices and 

approaches to increased return from assets employed. 

Sincerely, 

Blake Read and Neil Marsh 
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1. OVERVIEW 
 

Accingo, through discussions with regional WA local governments over the course of the last decade have 

identified there is potential value in undertaking an in depth, independent view of assets, from purchase to sale 

and how learnings and efficiencies adopted in industry can be applied to We-Roc for their financial benefit. 

 
Through valued discussions over the course of this time we do have a genuine understanding of the differences 

between private industry and local governments taking into account the individual nature of operations, rate 

payers and the towns requirements. We do however believe this work will provide positive action items for We-

Roc executives to review and implement to improve current practices, ultimately for the financial benefit of the 

region. 

 
Under scope and in this report we provide the following; 

o Physical asset review 

o Utilisation data / Purchasing / Selling 

o Reporting and analysis of assets 

o Additional revenue / cost reduction potential 
 

Further to this report we look to continue to explore areas in which we can extract maximum value for We-Roc 

as we navigate what can be a complex area in managing assets to perform the most efficient method of 

completing required works within the region. 
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2. ASSET AUDIT

Prior to evaluating asset performance and actions for review, it is vital that we undertake a full audit of assets 

under scope. The basis in which we undertook the audit were based on asset register reports or where not 

available, the operational asset list as provided by the works managers. The assets identitifed were those under 

scope which included all mobile assets with a value >$2,000. As part of the audit we undertook the following; 

a) Physical inspection reconciling to most current asset register

b) Hours of each machine

c) Photos of all equipment which were logged into our asset portal

Outcome: 

The ability for cost savings to be achieved through improved asset management is reliant firstly on the 

verification of the asset register to physical assets. This was performed to ensure accuracy of asset registers used 

for asset control and financial reconciliation to balance sheet. Secondly, review of each asset register was 

performed to form the basis of the cost efficiency calculations as well as accuracy and timing of data capture. 

Reporting accuracy and timeliness of information gathering and input is vital in ensuring assets are controlled 

and financials are accurately recorded. Furthermore, asset management and its large capital nature lends itself to 

inherent risks financially and therefore tight processes and policies should be maintained and followed with 

training in these processes to be undertaken. 

Accingo have photographed and entered details of all assets under scope into a secure selected asset 

management portal for future reference. 

FINDINGS 

Overall, there was an intimate working knowledge of assets across the 5 shires. Works managers and 

administration staff were extremely knowledgeable about location, details and requirements of mobile assets in 

the field. For assets that were perhaps aged or no longer in high usage, the yards were well laid out with assets 

being adequately stored and recorded. 
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Asset lists were found to be mostly accurate however some issues were identified and should be reviewed 

and/or rectified, those being; 

 
 Timing of data entry for sales and purchase – Sales and purchases of assets is critical for a number of 

reasons being recognition of a financial transaction, reconciliation of accounts to registers, reconciliation 

of owned/working assets to registers. Issues can arise whether by fraudulent activity or otherwise where 

control is difficult to administer. Examples of note; 

o Asset purchase where asset register had not been updated for first 6 months of ownership. This 

may have been due to a few factors of oversight or lack of resources however should be covered 

off in asset maintenance policies and procedures 

Result: 

 Item not officially included to Balance Sheet therefore understating asset values 

 Depreciation of asset not taking place so book value will not be in line with potential sale 

value. Profit and loss impact in the month adjustment is made 

o Asset sale not recorded in a timely manner. Asset remained on register even though sold. 

Result: 

 Item not officially removed from Balance Sheet therefore overstating asset value. 

 Not recognising Profit or loss on sale of asset 

o Process of recording financial information such as up to date values and depreciable amounts 

were either not in place or not followed or audited. 

Result: 

Total assets were revalued but not recorded any depreciation from the date of revaluation some 

18 months down the track. Of further concern was that the financials had been audited and 

signed off as being true and correct. Total depreciation amount to the Profit and Loss was 

somewhere in the vicinity of $200k+. This means asset value was overstated by this amount and 

profit and loss accounts were under expensed so profit overstated also by the $200k+. 

Adjustment would be required which would realise the full impact in the month of correction. 
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Other notes: 

Reporting quality, format and detail was quite varied across all 5 shires with little consistency around 

detail of ; 

- Asset description / Model type

- Identification code / Plant No

- Depreciation rates

- Revaluation vs original cost information

- Hours report

This isn’t necessarily a problem in each individual shire as long as it is understood by those entering, 

using or reporting on the information however standardization of reporting practices would assist cross 

migration of employees or functions. The standout that should be reviewed however is depreciation 

rates which should have gazetted rates that are consistent across the 5 shires. 

3. UTILIZATION

As part of the review, we set out to measure the degree to which each item of equipment was being utilized. 

Utilisation is reflected as a % and is measured as; 

No of actual hours used 

UTILISATION % = ------------------------------------------ 

 Total No of hours available to be used 
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Whilst we understand holding assets in a shire does not just come down to dollars and cents, it is also about 

meeting ongoing & critical works and those works being satisfactorily performed. There should 

be an element of understanding of utilisation and what can be done to improve the financials of holding assets 

within a shire over their life cycle. 

Equipment utilization is a universal measurement for efficiency which drives overall unit costings. It should 

also assist in making up part of the buy, sell, hire decision making process. This measure, when reported and 

used in management decisions will assist in driving the most efficient outcome financially, balancing ideal 

requirements of the shires ratepayers. As an additional by-product of such a measure it can also play a part in 

managing staff whom operate the equipment and perform the works programs. 

Equipment used to perform works such as in regional government have 4 main costs; 

o Depreciation
o Financing cost / opportunity costs of where funds could better be spent
o Maintenance
o Operators ( when looking at mobile equipment )

An underutilised asset represents an opportunity to attract savings in these costs noted above. In isolation, an 
increase in utilisation may not seem worth the effort of amending current process or standards of management 
however when viewed across a fleet of assets, even small increments of utilisation can have material effects on 
costs and opportunity costs of these amendments to practices. 

‘Appendix A’ graphically reflect the utilization across shires and asset types. We have looked here at the 
equipment that would have material enough effect to make consideration of any changes in process worthwhile. 

In this review we have provided a benchmark utilization of 40% to be the target range. This means that of all 
‘available’ hours a machine can operate, we believe a nominated achievable target of 40% would provide a 
significant enough financial benefit to justify implementation of amended practices. Available hours has been 
set at 200 hours per month which is standard practice as the minimum level of availability. 

To provide some background to this target utilization rate, in a private company with similar equipment, a target 
of circa 65-70% is the target of effective equipment management. As noted, we understand that Local 
Government are not a private company and equipment is used to perform public services for ratepayers and 
members of the community. We also note that critical works that are seasonal or sometimes an urgent matter   
that requires readily available equipment and resources and these nuances must be considered when balancing 
up efficiencies versus minimum requirements 
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When looking at potential cost reductions through utilization increases we generally look at 2 ways in which 
this can occur. Either an increase in productivity through increased output of works programs with the same 
equipment, or a reduction in equipment resulting from sharing assets where it remains too inefficient to carry 
the same level of plant and equipment. 

As part of our financial review we have attempted to highlight potential cost savings in dollar terms for 
incremental increases of utlisation. The calculation performed here is to look at total cost of ownership being 
depreciation, funding ( or opportunity cost of alternative purchases ) divided by the total hours in use. We then 
look at the costings at the nominated 40% rate. In normal situations we would also take into account 
maintenance however we feel this may complicate the initial review and calculations so should be looked at 
separately. Furthermore, at the 40% costing rate, the hourly / daily holding rate in most cases is very close to an 
external hire rate. This hire rate should also be used as an alternative costing method when weighing up hire vs 
buy decisions or to make a blend of both as part of the overall asset mix to perform works. 

Findings: 

As per graphical representation in Appendix A, the results reflect a significant disparity between councils in 
terms of utilization rates and between different plant types. To understand where initial focus can be applied, we 
have dissected the results both by product across We-Roc as a whole and by each Shire. We know that different 
classifications of equipment are used for different purposes and some are in more demand than others, i.e. road 
grading. We also know that the size of the shire and the expected capital and maintenance works differs due to 
road and infrastructure network, critical works and maintenance works as requested by the ratepayers of the 
regions. 
Therefore these numbers are only part of the story and are not meant to portray any shire or type of equipment   
as being a poorer performer than another, but a set of data to reflect how things could be looked at differently to 
be of financial benefit. 

Important Note: Some hours have been materially affected due to process / timing issues in registering or 
deregistering assets onto the register. For example, where an asset is bought and perhaps used for some time 
before it makes its way onto the asset register, its key measurement of hours performed over available hours 
can be materially impacted. As noted in a further section, the process of asset management requires 
considerable focus in some regions for improved reporting and basis for decision making. 



Accingo Consulting 

243 Hay St, West Perth. WA 6008 

0439 591 631 

blake@blakjewel.com.au 

To summarise the results in Appendix A we observe the following 

Understandably, Graders are the highest utilized assets across the shires at an average of 34.1%. This is 
impacted by some older assets that are essentially used for backups or winter grading only. When normalized, 
the grader fleet averages 43% which is above the target range suggested. 
We do believe there is still room for review as this is the largest capital expense with 17 assets at $3.8M across 
the 5 shires within the shown graphs. 4 assets were below 17% although the WDV of these assets was not high 
so a call would be made based on maintenance and holding costs. 

The lowest utilization is across the 5 Graders in Bruce Rock at an average of 18%. In looking at the cost savings 
of increased utilization, a deeper understanding of maintenance costs would be required. Bruce Rock have an 
aged fleet in this area which means the holding costs are reduced however as noted we have not included 
maintenance costs which generally increase as fleet ages. Our discussions locally had identified that utilization  
of Graders may at times be reduced due to operator availability however this hasn’t been confirmed. 
The report received from Bruce Rock differed to the type of report provided by the other 4 therefore there may 
be a data reporting issue which may have impacted our calculations so further investigation is warranted. (Refer 
back to standardization of reporting requirement) 

Wheel Loaders when amalgamated came in at 20.0% utilization from a much lower asset book value on 
average with the 15 Wheel Loaders in total worth $1.84m. 
Consistently each shire had 1 Wheel Loader that was heavily impacting this number and strategically may have 
been available as a back up. Each of these recorded around 200 hours for the year which is approximately 1 
months work in a normal environment. 

Rollers totaled 17 units at an asset value of $1.39m at a utilization rate of 16.0%. Yilgarn recorded much higher 
utilization than the other shires at 42% on their 3 assets. 
Rollers were highlighted as being materially underutilized and we believe a review of the hours should be 
performed to ensure accurate recordings were received by us for the review. Should these hours be correct then 
a justification review of these assets should be performed. ( Refer recommendation notes ) 
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Additional revenue / cost reduction 

Having underutilized assets represent an opportunity to improve the shires financial position in 3 ways; 

 Reduce holding costs by reducing the amount of assets on the Balance Sheet
 Improve revenues by increasing contracted works to external parties.
 Improve revenues by sale of assets

Some shires had performed well in terms of maximizing equipment potential by increasing contracting 
opportunities and therefore attracting revenue for otherwise idle machines. From a reporting point of view, 
allocating revenue through the particular machine(s) was a clear and identifiable way to measure this return. 
Additionally there was evidence of cross hiring of equipment between regions to reduce overall costs of holding 
the assets. Where these shires adopted such principles, the P&L impact was evident. 

There was no uniform level of focus between the shires on such opportunities however the general principal of 
seeking contract works for underutilized equipment and/or cross hiring equipment between We-Roc shires was 
accepted and in parts sought after. 

When looking at potential cost savings, we worked on a benchmark of 40% utilization. The holding costs at this 
level were then balanced against market hire rates. The formula used to work out potential cost savings was; 

{Asset cost – depreciation and funding costs ( nominal 5%) – less – hire rate or rate at 40% utilization = 
additional expense or saving } 

Shire Average utilization * Potential saving at 40%
Kellerberrin 15.1% $79,014 
Bruce Rock 12.0% $166,391 
Westonia 22.0% $69,173 
Yilgarn 33.0% $9,968 
Merredin 32.3% $7,869 

Total 20.9% $332,415 
 Saving is based on taking various actions to increase asset utilization to 40% or substitute under utilized

assets with hire equipment.
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4. REPORTING and ANALYSIS

To effectively manage assets there must be sufficient and accurate data in which to make decisions. Reporting 
starts with a system that provides the ability to adequately capture the information required and procedures to be 
followed to ensure information is timely and accurate. 

The reports requested as part of this exercise were; 
 Financials / Maintenance costs;
 Hours report; and
 Asset register

These reports were used to extract key data from and determine key criteria in which to focus the audit upon. 

Findings 

Upon receipt and analysis of these reports it was evident there is no uniform method in system management, 
and use of such information is also varied depending on the shire. 
The timing of inputs and the accuracy of information requires attention as the ability to obtain consistent data in 
which to conduct the audit was difficult and often assumptions had to be made due to inability of the system to 
provide accurate information. Some common issues located were; 

 Assets purchased yet not entered onto the asset register for some time. In some cases this may have
spanned over 2 financial years, where the asset revaluation may have been the common date of some of
these adjustments. The impact of this was a material impact to utilization rates over the life of the asset
due to incorrect dates in the system.

 Depreciation of assets in the system in some cases was not evident and in some cases the calculations
did not seem to reconcile accurately. One system had not reported any depreciation for over 18 months.
The result of this is under depreciation expense to the P&L. A one off large expense must be recorded
once rectified however an additional issue may be a loss on sale should the asset be sold. This issue was
not picked up in the last financial audit as independently signed off on the audited statements. This
should be reviewed for completeness.

 Depreciation rates differ materially between shires. Treatment of assets should follow a standardized and
agreed set of rates which allows for a consistently applied unit of measurement and ultimately a uniform
holding cost
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• Maintenance of equipment was not consistently applied to individual machines. On the most part the asset 
codes were used and reports reflected such costs however an ability to transparently record ongoing 
utilization be requested or desired as a unit of measurement

• Hours reports were not uniformly measured or able to be supplied. This is required to be rectified for 
future performance to be monitored and measured.
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ACCINGO RECOMMENDATIONS FOR CONSIDERATION 
BY WE-ROC EXECUTIVES 

 

 

 

The findings in this report should be used as a basis to commence the actions that will increase opportunity and 

justify further review and potential actions as a group. Assumptions made in the lead up discussions with 

WeRoc executives led to our engagement around asset utilization improvements with a view to improve 

financial performance, however this required justification through data and analysis prior to any broad 

assumptions being made. 

Upon Completion of our review we are able to provide recommendations for the consideration of the We-Roc 

executive members. These recommendations are categorized in terms of ease of implementation and / or 

materiality of potential cost saving. Additionally, these suggestions are to be used for the purpose of acceptance 

or elimination, and prioritisation by the executives and therefore we include all potential options for such 

review. 

These recommendations are based on prior learnings and experience of asset management ‘best practice’ 

principals revised for our understanding of the Local Government activities and requirements and focus on 

providing a foundation in which to generate cost savings and improved financial position of the We-Roc shires. 

The following recommendations are based on our analysis of the data received however justifications based on 

any calculations performed should be verified to ensure no anomalies exist in the data provided. 

Accingo have experience in operational roll out of such recommendations and can assist We-Roc in the 

execution of each chosen course of action. 
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RECOMMENDATIONS 

1) ASSET IDENTIFICATION STANDARDISATION   

DIFFICULTY: LOW.  ADMINISTRATION ONLY 

TIME TAKEN:  MEDIUM.  DUE TO VOLUME OF HISTORICAL DATA  

 

Having standardised asset codes and descriptions provides benefits in asset identification, transfer and 

traceability. Often, assets are known to individual staff due to familiarity however when new staff come 

on board or assets are transferred, cross hired or sold, non-standardised asset descriptions and lack of 

any consistency in asset identifiers creates potential risk and administration difficulty. 

 

Currently there is a blend of Alpha numeric and numeric which do not follow any format that is easily 

recognizable between shires. For example, the Group code in one shire could be PE whilst in another 

shire it is recorded as the No 3. Asset codes similarly have examples such as 1868 versus in another 

shire showing P10. 

Ideally, anyone internally or externally whether in a finance & administration role, operation or 

maintenance role should be able to easily recognize & trace an asset by a standardized reference system. 

As noted, this also assists the transfer of equipment  either permanently or temporarily between shires. 

 

Suggestion:  

Agree on a standardize format which is backed up by an asset register policy and amend current system 

fields to provide such standardization. 

Ideally an Asset Code would be the first 3 letters of the LGA then equipment type & a numerical 

number based on chronological order in terms of acquisition. i.e. Kellerberrin Wheel Loader is 

KWL005. 

Furthermore, a standard approach to Asset descriptions should be adopted universally across all 5 

registers, such as; 

Model, Type, Manufacturer. i.e. 770G Grader Caterpillar 

At some point in the future the asset may become the property of the Group rather than the LGA ( refer 

sections further below in this document ) 
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2) PURCHASE AND SALE PROCESS REVIEW 

DIFFICULTY: MEDIUM.  POLICY FORMULATION, ADMINISTRATION, AUDITABILITY 

TIME TAKEN:  MEDIUM.  CONCEPTION, AGREEMENT & IMPLEMENTATION TIME 

This requirement was highlighted by several issues discovered when reconciling asset registers to 

system reports. Although these discrepancies may have been understood by the administration staff or 

works managers, there were instances where reporting did not back up the stated position. 

Examples to note: 

Administrative  

Sale of assets. An asset was sold however remained on the asset register at the time of the review. It was 

noted this had been sold however difficult to find record of sale or provision of an updated report noting 

asset was removed. Further to this, upon discussion there seemed to be a lack of process or knowledge 

of a working procedure on selling assets. 

This can create many issues and should be rectified as soon as possible where no policy or procedure 

exists for purchase & sale of assets. Administratively this can skew the financial position of the Shire by 

over/understating asset value and asset audit discrepancies. Financially this opens a potential risk of 

unintended or intended financial loss. 

Asset purchases. An asset was purchased however was not recorded on to the asset register for nearly 6 

months. Although understanding where this asset may have been working and from a maintenance & 

operational point of view may not be an issue, this raises several issues administratively & financially. 

Financially the asset register is incorrect and does not reflect the full asset list, asset values nor will it 

incur depreciation or holding costs during that period. Administratively, certain key metrics like hours 

reports, Balance sheet reconciliation etc. cannot be updated. When utilization and financial performance 

is measured, this is performed by date of acquisition, not date of registering on the asset register. This 

error results in overstating utilization performance and under expensing of depreciation. 
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Suggestion 

Review of any current “Sale & Purchase of Asset” policy or similar and check for completeness and 

whether policies are being followed. 

If these are not in place then formulation & implementation of such a policy should be agreed upon. 

Further to this, with reference to any LGA risk registers, required sign offs should be adhered too. 

Finance, admin or asset management staff need to be noted within this policy with sign off occurring for 

asset register accuracy and completeness to avoid such discrepancies. 

 

Operationally 

WEROC should standardize the equipment used within the group. This would allow transfer between 

LGA’s and maintain productivity of the machine reduce stock holding across the group of spare parts 

and service needs and improve OEM services to the group. Once a set of criteria for the equipment is 

settled on it will allow the group to implement training schedules for the operation and maintenance of 

the equipment. It would also allow the training of casuals to take place maximizing the use of the assets. 

  

3) STANDARDISATION OF DEPRECIATION RATES & USEFUL LIFE 

DIFFICULTY: LOW TO MEDIUM  ADMINISTRATION & FINANCE 

TIME TAKEN:  LOW.  ACCOUNTING ADJUSTMENT & CAPEX FORECAST 

AMENDMENT 

 

Assets commonly have a uniform set of depreciation rates and useful life expectations which govern a 

couple of important asset management fundamentals. Depreciation rates are simply a book entry that 

denotes how quickly an asset is depreciated. At what rate, over how long and whether there is a balloon 

residual. Although there are guiding principals to benchmark against it is ultimately up to the business 

unit ( in this case, the Shire ) to determine however it must be understood there are accounting principals 

that govern management of assets so this should be understood. 
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Depreciation rates set an amount in which the asset is written down which should be close to the market 

value write down of the asset. This rate will impact the profit & loss of the Shire as the depreciation 

each year is an expense. Should the depreciation not be accurate, 2 things can occur. When the asset is 

ready to be sold it may be worth much more on the books than the true market value is, and secondly, 

when a revaluation is performed every 3 years there can be a material hit to the Profit & Loss for write-

down of assets. 

When looking to see how long an asset is held onto ( replaced ) is generally guided by the expectation 

that maintenance costs or downtime will not outweigh the costs of having a new machine. When a 

machine is constantly in need of repair and cannot be used to its full effectiveness, its useful life is 

determined. Additionally, thoughts about obtaining optimum value on resale is also a consideration. 

Much like how councils treat personal motor vehicles, there are parallels to how mobile working assets 

can be managed. Machines can often be cheaper to own when new and resale funds can be made prior to 

any major maintenance costs such as engine rebuild or major component servicing costs.  

 

Currently there is little uniformity across shires and in some instances within a shire in terms of 

depreciation rate guidance and application. Furthermore, monitoring of depreciation is not taking place 

in some shires as there is often issues arising post revaluation or purchase. Depreciation, and importantly 

book value is critical in terms of managing Balance Sheet health as Sale or revaluation events can 

materially impact results. 

 

Suggestion 

We suggest a uniform set of depreciation rates be agreed too and implemented via the asset management 

policy as already discussed. This rate can be set internally or provided by an external source which 

provides the best basis in which to have good financial management of assets. 

 

Another piece of work can be done around determining useful lives of assets. As already discussed, 

sweating an asset by maintaining it until it falls over is not always cost effective either. A review of how 

maintenance costs are captured and reported on and should be done down to machine level. It can be 

noted that some already do this effectively. At this point not all reports provided accurately reflect 

maintenance costs down to machine level therefore it is difficult to ascertain the total cost of owning a 

machine. Referencing point 1 in this report, asset identification and reporting may assist this. 
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Review & update of the asset management policy should reflect how maintenance is tracked and 

standardized depreciation rates to be applied. 

  

 

4) REVIEW OF UNDERPERFORMING ASSETS 

DIFFICULTY: MEDIUM.  SALE, TRANSFER OF EQUIPMENT, INCREASE SERVICES 

TIME TAKEN:  HIGH.  STEPPED PROCESS WITH MEASUREMENT OF KEY 

DELIVERABLES 

Firstly, an agreed benchmark, or ‘Target’ utilisation rate needs to be agreed between the 5 shires. This 

can be done by product type given there is much disparity between the products but also recognizing the 

criticality of some assets over others. In saying this, there should be some consistency or method in how 

this target rate is agreed.  

The Target rate should be one which drives the financial benefits expected however also can be 

managed operationally, which is why we suggest this is performed in a staged approach over a period. 

Throughout our discussions we have nominated a rate of 40%. This is at the lower base of commercial 

expectations and is essentially a universal rate that often is close to hire rates. Essentially, below 40% 

utilization of fleet, it is often a more cost-effective exercise to hire the equipment. 

As referenced in the below table, these figures are reflective of a hypothetical rate which is a result of 

idle capacity at levels under 40%. The costs are derived from holding costs only which are depreciation 

and funding ( or opportunity cost to do other things with the inefficient use of funds in idle equipment ). 

The real benefits to be identified come in the form of 2 major forms, being; 

1) Reduction of asset numbers, therefore delivering the same services with less equipment 

2) Increase hours in which equipment is being productively used. This can be further split into 3 

areas; 

a. Increase services within the shire 

b. Seek external uses for equipment with local contractors, companies &/or main roads 

therefore receiving a commercial return on surplus availability of gear. 
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c. Increase equipment productivity time by sharing across the We-Roc group of shires 

(in conjunction with point 1.) 

As noted previously, we have not taken into account local requirements and therefore any suggestions 

must be weighed up alongside these requirements, restrictions in seasonal availability etc. however we 

do attempt to explore alternative options to combat seasonality. 

 

 

1) REDUCTION OF ASSET NUMBERS 

This scenario looks at an overall reduction of the fixed number of plant each shire owns based on 

historical usage patterns and an assumption that each shire is open to explore an alternative method of 

fleet ownership and management to achieve savings in asset ownership costs. 

Furthermore, this can be looked at in a 2-step approach. Firstly, what asset reductions are clearly evident 

and able to be done now with little or no impact to services and secondly, should We-Roc move to a 

‘sharing’ model ( shown in Item 4 ‘ We-Roc Consolidation approach’ ), a more extensive review of 

asset reduction can take place. 

 

 

The overall purpose of reducing asset numbers is to maintain the same output of services with fewer 

assets, which essentially increases the utilization rate of the assets being held. There are 3 benefits of 

this approach; 

1) Instant cash return on receipt of sales revenue of plant sold 

2) Amended requirement for future asset purchases, and reduced holding costs such as 

maintenance expenses 

3) Potential to review personnel operating machinery to increase productivity 

 

Conceptually the process to be undertaken is to identify the underperforming assets, i.e. this under 40% 

Target rate ( 1st round target ) and analyse why this is so. It could be due to the physical amount of work 

available for this machine or its condition to conduct the works reliably & without hefty maintenance 

costs. Potentially, in some cases there could also be a lack of available operators to keep the machines at 

full potential availability. 



 

243 Hay St, West Perth. WA 6008 

0439 591 631 

blake@blakjewel.com.au 

     Accingo Consulting 

To highlight areas of review, the below reflects a high-level summary as reflected in the tabled graphs in 

the report previously provided. Here we show Category, Number of machines per category, Asset 

Register Cost & WDV, Average utilization and No of machines that are under 15% which is a number 

which denotes a material under capacity to justify ownership. 

 

Summary of position; 

 

CATEGORY  No  Cost  WDV   AVG   No BELOW 

        UTILISATION  15% 

Wheel Loaders 15 $1.8M  $1.6M  23.0%   8 

Grader   17 $3.8M  $3.3M  35.0%   2 

Roller   17 $1.4M  $1.2M  16.3%   10 

 Excavator  2 $98K  $90K  4.9%   2 

 Tractor   2 $69K  $56K  2%   2 

 Bobcat   3 $126K  $102K  8.4%   3 

  TOTAL 56 $7.3M  $6.3M  21%   27 

   

TOTAL 27 $1.79M $1.56M 8.1%   27 
  (under 15% Utilisation)  

 

The table above is a starting point in understanding the right balance of equipment required and is the 

catalyst for further review of underperforming assets. A total of 27 assets are well underperforming and 

should be reviewed and a sale of such equipment should be explored which would allow for a return of 

funds back into the balance sheet of each council and would be what we call an opportunity cost of 

ownership, or, what else can be done with those funds to add more value to rate payers. 

Although the number above is reflected on the Balance sheet, as noted in point 3, the depreciation rates, 

revaluations and timeliness of updating the asset register could have a material impact on actual market 

value of these assets. 
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Suggestion 

A review of underperforming assets should be done to firstly understand why this is taking place. It 

could be the equipment is unreliable or perhaps the need for its services are seldom and remote. Looking 

forward as to whether a piece of equipment is required needs to demand justification. Without this, 

ability to recognize savings will be limited. A revaluation of equipment is performed every 3 years and 

the timing of this review could co-exist with this process of potential sale proceeds. Alternatively, a 

relationship with an equipment broking house could work on behalf of We-Roc to source buyers which 

would provide access to buyer’s markets and a more timely cash injection through equipment sales. 

When discussing potential asset sales, it is important to note that items 5 & 6 further in this report play a 

part in the shire having confidence in this process not impacting services to roads and ratepayers. 

 

 

When buying new equipment, it should be done on the view that services can be performed effectively 

& efficiently. There is no doubt new equipment is often required throughout the shires and in fact it can 

be argued that more needs to be spent that currently is ( should maintenance costs be higher than cost of 

new ownership ). The identified process of this in some shires is based on a set time rather than based on 

key metrics around utilization, maintenance or holding costs, hire v buy, or from any review of more 

effective equipment management practices. Again, this should be revisited in conjunction with potential 

synergies coming from Items 5 & 6 further in this document. 

 

 

2) INCREASE HOURS IN WHICH THE EQUIPMENT IS BEING PRODUCTIVELY 

USED 

 

The 3 points raised in this section effectively go to the core of what we are trying to achieve. Improving 

the effectiveness of asset ownership by improving utilization and reducing ownership costs. The 3 points 

above were; 

a. Increase services within the shire 

b. Seek external uses for equipment with local contractors, companies &/or main roads 

therefore receiving a commercial return on surplus availability of gear. 

c. Increase equipment productivity time by sharing across the We-Roc group of shires 

(in conjunction with point 1.) 
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Point a) may be a relatively moot point as I’m sure each council is doing all they can with the resources 

they have however it is obviously one way to increase utilization. Point b) is a financially effective way 

of increasing profitability within shires by using surplus downtime of gear. We observed some shires 

have taken on a more proactive view of this opportunity than others. It is agreed that some shires have 

more opportunity to provide equipment to commercial businesses or main roads however it is also 

evident that opportunities exist above what is being done.  

 

 

Once reporting and ease of asset tracking is complete, it becomes a matter of focus in sourcing 

opportunities for equipment to be on hired. Targets of utilization can therefore not only be a lag 

indicator of a resources effectiveness but can also drive behaviors in achieving an improved financial 

position by sourcing such opportunities. Local councils understand what opportunities are around for 

this to occur more than we do, we are simply providing an independent view of what can be focused on 

to provide efficiencies. 

 

 

Suggestions 

Once we understand surplus capacity, we then need to review logistics of having underutilised 

equipment moving to areas of need, tracking & reporting efficiently & effectively and looking for Sales 

opportunities ( cross hiring / transfer ). A target should be set between the shires to drive these behaviors 

and actions agreed to & monitored. 

 

 

There are localised opportunities e.g. local contractor or business currently contracts a dry or wet hire 

piece of machinery and an operator from Perth where this could be facilitated locally. Now whether this 

opportunity exists ( having a surplus water cart or loader ) for that shire is debatable however when we 

look at opportunities, we need to look at this as a We-Roc opportunity as there is access to a wider pool 

of potential solutions. When thinking about contracted opportunities we need to also look at 

implementation of points 5 & 6 to follow as part of the solution. 
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5) IMPLEMENTATION OF TECHNOLOGY SOLUTIONS 

DIFFICULTY: MEDIUM TO HIGH.  ASSET TRACKING, REPORTING & FACILITATION 

OF UTILISATION IMPROVEMENTS 

TIME TAKEN:  MEDIUM TO HIGH.  IMPLEMETATION, TRAINING AND INFORMATION 

UPLOAD 

Administration of assets can be time consuming, difficult to maintain accuracy and completeness and we  

understand this review may be perceived as adding additional burden to the current workload of each 

shire, at least initially. Implementation of asset management systems can also feel like an expensive and 

unnecessary step so its important to understand the why, how & what of such a move. 

In order to successfully implement some of the recommendations noted in points 4 & 6 we recognise 

this may take considerable administrative effort to manage and resources may not be available. There 

are a few off the shelf solutions or a more bespoke solution could be built to suit the requirements of 

We-Roc to allow this to occur. Accingo have sought such products and have relationships in this area. 

We also have experience in implementing & training staff to use such products should this be agreed 

that value would be created for the group. 

In essence, this product would allow all assets to be housed on a web and App based solution whereby 

works managers, finance managers and CEO’s can; 

 view available assets in the total fleet 

 have real time reporting on usage, location and availability, & 

 track job costings, maintenance schedules and all financial data at We-Roc level, Shire level, 

plant type or individual machine level 

 

The benefits of this approach are; 

 Reduced reliance on administration  

 A true picture of asset availability through the entire We-Roc group 

 Provide a platform in which true efficiencies can be worked towards 

 Improve buy / sell decisions at a group level 
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 Improve sharing opportunities to complete works in a cost-effective manner by increasing 

overall utilization 

Although at this stage, the technology adoption is stand alone and does not work on the assumption of 

physically ‘pooled’ assets in 1 location, the approach has provided an ability for works managers to plan 

for scheduled & unscheduled works by selecting equipment for a task or job. They would select from 2 

areas; 

 Owned fleet 

 Fleet owned within the group that has been ‘flagged’ for sharing purposes 

 

A task would then have selected equipment allocated to the task. Equipment would then be allocated to 

that task and requests for external equipment would be accepted or rejected by the owner(s). Costs 

associated with ownership or an ‘agreed’ rental rate internally would remain with that equipment & 

simply be charged to that cost centre. 

 

It may be difficult to identify with such an approach however with the ease of application and due to the 

logistical & administrative ease of cross hiring equipment, the following can occur; 

 Improved utilization of equipment over its life cycle 

 Reduced need for surplus gear across the We-Roc fleet ( see points 3 & 4 above ) 

 Potential to also wet hire machines and improve recoverables should there be downtime 

of an employee operator 

 Recovery of maintenance & ownership costs by asset owner for an otherwise 

underutilised asset 

 Permanent or temporary transfer of equipment to other We-Roc shire balance sheets 

 Improved buy / sell decisions to ensure the group as a whole has the optimum amount of 

equipment 

 

A further benefit of adopting such technology is the ability to then progress towards a more ‘group 

orientated’ approach of combining assets into a physical pool ( refer point 6 below ) 
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6) CENTRALISATION OF ASSET / ASSET MANAGEMENT 

DIFFICULTY: MEDIUM TO HIGH.  PHYSICAL ASSET CONTROL, MAINTENANCE & 

LOGISTICS 

TIME TAKEN:  MEDIUM TO HIGH.  STEPPED PROCESS WITH MEASUREMENT OF KEY 

DELIVERABLES 

Asset ownership is in the top 2 expenses of a shire, along with its people.  

Inefficiencies are created when focus is not put on the cost base or operational expense of maintaining or 

operating such assets. The level of reporting and analysis on these costs is evident that this has not been 

a priority however the fact that a review has been requested provides the underpinning belief that there 

can be some improvements in effective fiscal management of such a large cost base. 

Each shire has its own equipment deemed necessary to perform the works and this approach has resulted 

in materially underutilized assets as shown in the utilization graphs provided. 

 

In this report we have touched on areas that highlight the need for focus and potentially what actions can 

be undertaken to lift the profile of its importance to the financial viability of the We-Roc group of shires. 

In this section we provide a bold but what we see, necessary solution to have the material impact 

required for the financial benefit of the group. 

 

In point 5 we discuss the technological step to provide a group view of assets in the fleet which are used 

to perform critical & noncritical works within your shire. This is a step that not only improves focus 

through reporting, analysis and potential allocation of ‘pooled’ equipment resources, but also allows a 

completely different view of asset ownership and what it means to have assets ‘available’ to perform 

works. In that stage we are not suggesting gear is physically moved however what we are promoting is 

that you don’t need to own it or have it sitting physically in your yard, or even your region, for it to be 

available for use. 
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Stepping forward once this is understood & adopted, is the potential to physically pool gear in a 

strategically centered  location. This doesn’t mean to say ownership has changed, it simply resides 

somewhere else until such time as a participant in the WeRoc asset sharing needs it. We attempt to point 

out in this section that although this is a difficult concept to comprehend, the material benefits mean this 

should be explored. 

 

 

We have listened to each shire about the requirement for the assets and the need of the ratepayers and 

we are not doubting there are scenarios to work through when taking on such a bold concept such as; 

 Seasonal work all at one time 

 Lack of physical ownership means that scheduled & unscheduled works may not be performed 

 Trust 

 Who pays for what 

 Future budgets & funds will be negatively impacted. 

All are valid reasons to explore & work through however our independent assessment is that none of 

these issues should prevent adopting this model 

 

 

THE MODEL 

For this concept to be explored, it needs common agreement and mindset that an alternative model can 

work, through communication and a desire to improve the financial outcome for each region. 

We suggest that ( post technological adoption ) One (1) physical location be chosen as the asset hub 

within the We-Roc region. From here it needs to be approached in stages. 

 

 

Stage 1 - all non-critical gear is moved to the chosen location in an asset holding yard. The holding yard 

is will be the We-Roc asset resource centre ( RC ). The  RC is responsible for ; 

 Fulfillment of works manager’s needs – ( measured on strict KPI’s & deliverables ) 

 All maintenance activity 

 Parts holding & distribution 
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 Transport & logistics of gear 

 Hire of equipment ( back up ) 

 Buy / Sell recommendations to We-Roc executives / works managers  

There will be a need to form an asset committee or the like, made up from a representative of each 

council. This will have combined accountability for the smooth operation of the business unit. 

 

 

Stage 2 – A review of the combined asset holding will be undertaken. This review will take place to 

identify the optimum level of asset holding for each plant type based on works requirements. Given this 

is a new concept this may take place over a period once the model settles and confidence in the ability of 

the RC is gained. Upon assessment of required equipment, a formal sale process of underutilized 

equipment is undertaken with acquired funds returning to individual councils who own the equipment. 

Alternatively, these funds can be held by the RC for the purchase of future assets for the region. 

 

 

Stage 3 – Procuring a hire agreement with a reputable equipment hiring company to backfill short term 

requirements will provide confidence of continued works in times of shortfall. The asset fleet size 

should not be managed to a level that covers for the ‘just in case’, this should be managed by rigid asset 

management practices to create a truly efficient model. 

 

 

Stage 4 - Upon successful operations of the RC and with confidence in the model, the option of bringing 

all gear to the RC should be explored. This will maximise savings of such an approach and further 

justify the expense of the technology platform and set up costs. 

At this time a further review of utilization should be analysed with the view to sell equipment which is 

now surplus to the overall needs of the works managers. 

 

 

The overall model is based on removing much of the duplication in the management of assets across the 

5 councils. It allows for the reduction in overall capital tied up in mobile plant whilst also releasing 

initial funds from the sale of plant. 
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As noted previously in this report, maintenance is not measured in many councils down to machine level 

so it is difficult to understand the total ownership costs however a broad assumption must be made that 

the older the equipment, the more that will be spent on maintenance. With the model just highlighted, 

We-Roc can look to decrease the average age of its working fleet. With newer equipment comes lower 

maintenance costs, fewer breakdowns therefore reducing downtime for its operators, and more OEM 

support for warranty claims etc. Funds released should be employed to acquire this new equipment ( 

note item on Sale & Purchase policy ). 

 

 

SUMMARY 

 

 

Through this review it has become evident that the level of understanding of full asset spend and 

inefficiencies in asset utilization is low. This is in part due to lack of visibility of reporting but also to 

the fact that there are limited controls, drivers or requirements to monitor such spend or activity. The 

level of local understanding of owned equipment is undoubtedly there but we look to provide detailed 

solutions to maximizing the capability of a combined We-Roc network approach to asset management. 

Now we have thoroughly reviewed the current position of the 5 individual councils, we envisage the 

most effective & efficient outcome is a position with a reduced fleet size, owning newer model 

equipment, resulting in lower maintenance costs & higher utilization outcomes, backed up by a cross 

hiring network, plus an external hiring capability to maintain or even improve service to the community. 

Providing more value to the ratepayers and more surplus funds to create the opportunity for alternative 

investment within the region. 

 

The We-Roc group of shires has an ability to create a unique marketplace, with improved purchasing 

power, better OEM support of parts and repair, an efficient maintenance hub and a best of class 

technology solution to asset management & logistics that will lead the way above other LGA’s. Roles & 

responsibilities can also be recreated into alternative functions that add more value to the administration 

of the councils. 
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Some of our takeaways from discussions or observations were; 

 Individual shires only have enough resources to look after themselves 

 Physical ownership of gear is seen as a necessity to conduct works ( this is not the case in all 

instances ) 

 Ability to share equipment across the shire network is administratively difficult 

 Lack of detail in the reporting is evident but rarely challenged 

 Capex budgets are being squeezed 

 Cost reductions are met with lower level of external funding and can cost jobs 

 

Whilst there will be challenges both ways in the above points, it is evident there is a clear need for an 

improved financial position for some shires and we believe managing one of the highest expenses for the 

region more effectively will deliver savings and a well intended approach will conclude that reduction of 

jobs and budgets is not necessarily the outcome, in fact, better management of assets should create jobs 

and more funding. 

 

 

We also believe that different levels of thinking can open up opportunities. Some additional 

conversation starters are that the funds saved by such a bold move in asset management could be 

matched by additional regional program funding for economic activity or skills training. Or perhaps if  

one shire is turned into the asset & maintenance hub, that other shires can invest the surplus funds into 

other activities to provide alternative jobs for their staff. From our external and independent review, we 

see a material benefit for the region by implementing improvements to the asset management practices 

and we would welcome further involvement to assist in making this happen. 

 

 



 

243 Hay St, West Perth. WA 6008 

0439 591 631 

blake@blakjewel.com.au 

     Accingo Consulting 

We appreciate the opportunity to work with each individual council & the We-Roc executives and we 

look forward to working with you in implementing any or all of the above strategies going forward. 

Regards 

Blake Read & Neil Marsh 

 
 




