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Item 11. LASAAC 23/10/18
To: 

LASAAC     
From:

Gareth Davies
Date:

23 October 2018
Subject: 
Property – Practices re Date of Valuations
Purpose of Paper
1. This paper is intended to provide a basis for discussion of practices regarding the date of property valuations used to support balance sheet reporting. 
Background
2. This work item follows concerns raised at LASAAC regarding significant changes in reported asset valuations for an authority from 31/3/2017 to 1/4/2017.
Code Requirements
3. The Code 18/19 para 4.1.2.37 (re PP&E) states “revaluations shall be made with sufficient regularity to ensure that the carrying amount does not differ materially from that which would be determined using the current value at the end of the reporting period.”

4. The figure(s) reported in the balance sheet at 31/3 should therefore reflect the value, subject to materiality, as at 31/3. 

Commentary on Practices
5. The following provides an overview of a discussion with a property professional and finance staff. It is subject to the interpretation and understanding of the author of this paper, and is not based on an empirical sample or examination of documentary evidence. It should therefore not be regarded as definitive but as background information and a starting point for further consideration.

Formal Valuation Date 
6. The formally valuation date is not necessarily when the actual work to provide a valuation is undertaken. It was suggested that typically much valuation work occurs from August – February.

7. The formal valuation date will affect what evidence, eg market prices, the valuer will use. A valuer cannot provide a valuation ‘in advance’ of the valuation date.
8. At present UK authorities will typically adopt one of the following valuation dates to support balance sheet reporting as at the end of a financial year:

· 1 April – i.e. the valuation is as at the START of the financial year

· 31 March – i.e. the valuation is given as at the END of the financial year

1 April Valuations 
9. Where a 1 April valuation is used as the basis for the following 31/3 it will generally be necessary to establish and evidence that the valuation is still appropriate for financial reporting purposes at the year end. 
10. This may mean that finance staff (for the s95 officer) would request confirmation of this, for example through receipt of a market review or market commentary. Where this is stipulated however it may be necessary for finance staff to provide some criteria or guidance regarding what would constitute a ‘material’ change. 

11. One council has indicated that it regularly uses the 1 April valuation as the basis for the previous year closing position (i.e. for the value on the 31/3 immediately prior to the valuation date). This implies that valuations as at 1 April are available in sufficient time for the closure of the previous year’s accounts. This does not appear to be the case for all authorities. One authority noted that in some instances difficulties may be encountered in gaining 1 April (opening) valuations significantly in advance of the following year end.
12. In England, partly due to the earlier accounts closure timetable, it is reported that some authorities are moving towards an interim valuation date, such as 31 December or 31 January. This provides a valuation date closer to the year end and reduces the risk of market changes which may require changes in the valuation.
31 March Valuations 
13. Where a 31 March valuation is provided there should, it is presumed, be little obstruction to utilising this for the same day’s balance sheet. Practical challenges may however arise in terms of ensuring that the valuations are completed in time, particularly given a general drive to closing accounts earlier. This may potentially also affect the risk and validation process, which may consequentially affect the audit risk of amendments arising during the audit process.

Issues for 31 March 2019
14. A valuer has noted that the 31/3/19 situation may be affected by some volatility, or uncertainty in advance, as a result of Brexit. In particular the use of Depreciated Replacement Cost, where applicable, may be influenced by the cost of materials (some of which will be imported) and of labour (affected by the pool of migrant and non-migrant workers).

Committee Action 
15. The Committee is requested to 

· Discuss their understanding of practices regarding the date of valuation of property; and
· Consider whether specific LASAAC action is indicated for 2018/19 and/or future years
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