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Item 9. LASAAC 13/08/14
To: 

LASAAC     
From:

Gareth Davies
Date:

13 August 2014
Subject: 
Transport Infrastructure Valuation 
Purpose of Paper
1. To provide a basis for a verbal update on the practical implementation of current valuation for Transport Infrastructure.
LAAP Bulletin 100
1. CIPFA’s Local Authority Accounting Panel has issued LAAP Bulletin 100: ‘Project Plan for Implementation of the Measurement Requirements for Transport Infrastructure Assets by 2016/17’ 

2. The bulletin provides a suggested overview project plan for implementation of the requirements. This includes:

· Engagement with key stakeholders

· Suggested key steps with target dates

· Description of steps

· Minimum data requirements for valuation purposes

· Outline project plan chart

Meeting with Transport Scotland: Brief Notes
3. There is some concern that the change in local authority practices may cause a re-examination of central government practices, potentially creating a more onerous accounting regime for central government.

4. Transport Scotland (TS) do not have detailed historic cost records.

5. Where spend does not create a ‘£ for £’ increase in asset value this is treated as a revaluation not an impairment.

6. TS use traffic volume to estimate the useful life of roads (i.e. road life can be expressed in terms of vehicle usage not just years of life). This can create some significant volatility in expected life and the annual depreciation charge.

7. Depreciation is a controllable budget item for TS [it is non-cash RDEL and requires sufficient budget cover].

8. Due to volatility and possibly the budgeting impact TS have agreed with their auditors that depreciation is smoothed over a 5 year period.

9. Rates used for valuation are based on ‘greenfield’ build, not brownsite build where additional preparation works may be required. 

10. For (some) structures TS use a ‘like for like’ replacement value not a ‘modern equivalent asset’ approach

11. Historic Cost depreciation is estimated, not calculated from first principles (i.e. it is based on a ‘reverse indexation’ approach, not underlying historic cost records)

12. Required audit evidence concentrates mainly on a justification of the reconciling items between the recorded spend and in year movements on the system. 
Committee Action 

13. The Committee is requested to 
· Note the contents of this report
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