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Item 7. LASAAC 26/05/15
To: 

LASAAC     
From:

Gareth Davies
Date:

26 May 2015
Subject: 
Transport Infrastructure Assets Valuation 
Purpose of Paper
1. This paper provides a basis for LASAAC to consider whether additional guidance is required to assist with implementation of Transport Infrastructure Assets valuation in 2016/17 accounts.
Recent Developments
2. Transport Infrastructure Assets – Guidance Notes  have been published.
3. The (accounting) Code 2016/17 consultation over summer 2015 is expected to contain proposals regarding the reporting of Transport Infrastructure for 2016/17.
Spreadsheet Tools and GRC Rates for 2014/15
4. Centrally provided GRC spreadsheets for 2014/15, with updated rates, are available on the CIPFA website supporting documents page.
5. Scottish councils will however be more interested in the use of the GRC rates within the SCOTS spreadsheet tools. SCOTS (Society of Chief Officers of Transportation Scotland) have indicated that the GRC calculation for all asset types in Scotland (and Wales) is calculated via a spreadsheet that is issued as part of the SCOTS Roads Asset Management Project. 
6. Once this has been updated with the revised rates and issued, Council roads/transport representatives will then input their inventory details to produce the valuations.

7. In Scotland the carriageway DRC calculation is included in the SCOTS road condition contract (SRMCS) and is carried out by WDM for all Council’s following the calculation of the performance indicators.  This has been calculated and issued for all Councils for their 2015 return.  The data is available in pdf and excel format via each Council’s Web Information Publisher (WIP) software and the SCOTS Knowledge Hub. 

8. The timing of the availability of the SCOTS spreadsheet tools and rates will be critical for implementation for 2016/17 annual accounts, and may be a ‘critical path’ nexus which affects the speed of closure of the accounts. 

Areas of Uncertainty Raised by Authority Practitioners
9. North Lanarkshire Council were requested to identify areas of uncertainty where additional guidance may be desirable. Their contribution is highly appreciated.
10. The areas identified are summarised in a table in Appendix A, along with comments and, where relevant, suggestions concerning actions.

11. For ease of reference the key topics are listed below:

· Demonstration of progress during 14/15 audit; and during 2015/16

· S95 officer responsibility for verification of the valuation

· Capital Expenditure
· Inventory 
· Impact on Financial Statements

· Audit arrangements
12. LASAAC members may wish to identify other areas for potential guidance not included above.

Recommendation 
13. It is recommended that:

a. LASAAC determines whether additional guidance in relation to any issues in implementing Transport Infrastructure Assets valuation is required
b. LASAAC establishes a working group to consider those issues 

c. Any such working group should include, as a minimum, representation from:

i. Local authority finance practitioners

ii. SCOTS
iii. External audit

Committee Action 
14. The Committee is requested to 

· Agree or amend the recommendations in paragraph 13
Item 8 Appendix A LASAAC 26/05/15
	TRANSPORT INFRASTRUCTURE ASSETS (TIA) VALUATION

	Item
	Nature of Uncertainty
	Comments / Possible Actions

	Demonstration of progress during 14/15 audit; and during 2015/16
	What are the expectations?
	· Reference may be made to LAAP Bulletin 100
· Councils may be able to evidence progress in identifying balances in the Asset Register which relate to TIA (and those which relate to non-TIA infrastructure)

· Establishment of prior year (15/16) comparatives may be an early goal


	S95 officer responsibility for verification of the valuation
	What is the s95 officer / finance staff responsible for? Should the s95 officer / staff verify:

· Assumptions made (cf responsibility for actuarial assumptions / valuations)

· asset classification

· impairment review

· analysis of movements in year

· inventory (ie road length / asset numbers etc)

· rates applied


	· Reference should be made to the ‘Statement of Responsibilities’
· Responsibility for verifying the satisfactory operation of the spreadsheets/ toolkit used for valuation may need to be clearly established

· Reliance on an expert engineer’s valuation advice, similar to reliance on a professional property (building) valuer’s advice, may be appropriate (eg the professional valuer certifying that valuation has been done according to recognised professional standards)

	Capital Expenditure

	Capitalisation and the Capital Programme


	· There is a potential occurrence of in year capital expenditure on an existing assets not adding £ for £ to the GRC/DRC valuation of the asset. Guidance on the approach to capitalisation (ability to borrow) may be requested.
· Existing capital programmes may need to be restructured to differentiate between TIA and non-TIA (eg aggregated Infrastructure spend may need to be analysed in capital plans). 

· This may also apply to historic capital spend (dependent on Asset Register records) so that a % apportionment between TIA and non-TIA is required.



	Inventory 
	Inventory accuracy and use of estimates
	· The level and detail of inventory records required could be clarified. 100% accuracy and details would probably not be justifiable in terms of cost
· Clarification of the requirements and arrangements for verification of inventory records would be helpful



	Impact on Financial Statements
	Fixed Asset Register / Depreciation


	· The level of detail on TIA held in the Asset Register will be important.
· Depreciation will need to be manually applied for TIA based on the engineer’s depreciation calculation



	Audit arrangements
	How will the audit generally be approached – will Audit Scotland verify the SCOTS spreadsheets centrally?
Will the ‘common’ rates be verified centrally?

How will the change of auditors for 16/17 affect the initial discussions held during preparation in 15/16?


	· Central verification and version control of the spreadsheet tools and the rates applied would be advantageous
· Early verification of the rates and spreadsheets will be critical

· Audit verification of 1 April 2015 inventory, valuation calculations and rates would ideally be undertaken early to allow time for feedback and process amendment
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