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Item 7. LASAAC 25/08/16
To: 

LASAAC     
From:

Gareth Davies
Date:

25 August 2016
Subject: 
Highways Network Asset 

Purpose of Paper
1. This paper relates to LASAAC proposals to support successful and appropriate implementation of the Code requirement for current value (Depreciated Replacement Cost) valuation of the Highways Network Asset (HNA) in 2016/17.
Reference Materials
2. The updated Code of Practice on the Highways Network Asset has been published.

3. CIPFA plans to publish Code of Practice on the Highways Network Asset: Guidance Notes in September.

Co-option of Authority Practitioner
4. In May 2016 the Committee agreed that a co-optee with specific involvement in HNA valuation implementation should be sought.

5. A co-optee was invited and initially indicated they would seek to take on the role, however following changes within their organisation their responsibilities have changed and no longer include HNA. 
6. An alternative co-optee is to be sought at:

· West of Scotland Finance officers Group (18 August)

Or 

· Directors of Finance Section (19 August)

7. A verbal update will be provided to LASAAC on 25 August.
Development of Guidance
8. A working group to develop guidance, planned for issue in September, has not yet been established.

9. Potentially the extent and remit of LASAAC guidance deemed necessary may be affected by the content of the imminent CIPFA guidance notes. 

10. The need to establish a group is however clearly now priority. The secretariat proposes that stakeholders involved would include:

· Audit Scotland Technical Unit

· External Auditors (appointed auditors, either private and/or Audit Scotland )

· Authority practitioners

· LASAAC secretariat

· SCOTS

11. Previous discussions on the content of guidance have indicated the following areas for inclusion:

· The size and volatility of the valuation 
· Verification responsibilities for both s95 officers and audit purposes 
· Reference to reliance on any central verification work.
· The role, status and use of the ‘valuation report’

· Specific local inputs that authorities and local auditors should assess for reliability

· Disclosures regarding:

· explanations (eg management commentary) in the annual accounts
· judgements and estimation 
· The key factors affecting valuation that both authorities and auditors are likely to need to seek assurance on, and the principles based approach to ensuring a ‘true and fair view’ that may be appropriate for each factor

· Ensuring that the reasons for any significant changes in the valuation are explainable

· Use of sensitivity analysis to identify the most significant or material input

12. The guidance may also need to address expressed stakeholder concerns regarding:
· Gross Replacement Cost rates

· Treatment of technological obsolescence

· The use of standard rates for different road types
Committee Action 
13. The Committee is requested to approve or amend the above proposals regarding:
· Co-option of an authority HNA practitioner

· Development of HNA implementation guidance
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