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Item 1. LASAAC 10/03/16
To: 

LASAAC     
From:

Gareth Davies
Date:

10 March 2016
Subject: 
Highways Network Asset - Current Value 2016-17
Purpose of Paper
1. This paper relates to the implementation of current value for the valuation of the Highways Network Asset [HNA] in 2016/17 annual accounts.
2. The paper is intended to provide, with the appendices, background information to support discussion with key stakeholders:
· SCOTS representatives

· Audit Scotland Technical Unit

Areas for Discussion
3. Discussion is expected to ascertain the extent to which LASAAC action can assist with successful implementation, including balancing the costs and benefits of adopting current value.
4. The following areas in particular may be raised:
· Sensitivity analysis: identification of the key factors which affect the valuation

· Verification process: 

· the source of inputs (eg measurements, depreciation assumptions, land values and GRC / DRC rates) to identify local inputs which may require specific assurance at an authority level
· Central verification of the valuation spreadsheets – including the timing of this process and the version control approach
· The ‘valuation report’ which is likely to be a key document for both the chief financial officer in preparing the accounts and the external auditor in auditing the accounts

Background Documentation
5. Reference documents are attached as appendices to help inform discussion, although detailed review may not be necessary:
A. SCOTS ‘valuation report’ template as a basis for discussion

B. Scottish Finance Advisory Network – notes outlining areas raised at an event for Scottish local government finance practitioners 
C. Minutes of previous SCOTS attendance (March 2014) which outlines to general considerations affecting the adoption of current value

Recommendation: LASAAC Guidance
6. It is recommended that LASAAC develops outline principles based, guidance for authority practitioners and external auditors on some of the key issues identified.

7. For example LASAAC guidance could address:
· The remit, role and reliance to be placed on central verification
· The role, status and use of the ‘valuation report’

· The responsibility of the Section 95 officer and the external auditor in gaining assurances, particularly concerning local inputs to the valuation
· 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

· Key questions or uncertainties that can be addressed

Committee Action 
8. The Committee is requested to 

· Approve or amend the recommendation in paragraph 6 to develop LASAAC guidance to support HNA current valuation in 2016-17
LASAAC is funded by:
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                            The Scottish Government
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