QUEENSLAND TREASURY

Non-Current Asset Policies Tools
Checklist for Revaluations

INTRODUCTION

This self-assessment checklist for revaluations of property, plant and equipment will help to ensure your agency’s
revaluation processes reflect better practice - the items in this checklist do not represent mandatory policies. The
questions in this checklist should be revisited regularly to facilitate continued compliance with the Non-Current
Asset Policies for the Queensland Public Sector (including Better Practice Guidelines for Valuation Instructions
located within NCAP Tools), AASB 13 Fair Value Measurement and AASB 116 Property, Plant and Equipment.

OBJECTIVE

To ensure the agency’s property, plant and equipment has been properly valued at fair value and reported

No | Question Yes No Improvements/
Actions
Required
GENERAL
1 e Are there robust systems and processes in place (i.e. a framework)
to ensure that the values of property, plant and equipment at the a a a

end of each reporting period materially reflect their fair value?

e Are these systems/processes documented in the agency’s Financial a a a
Management Practice Manual?

2 e Has aresponsible officer been assigned by management to
undertake revaluations of property, plant and equipment? a a Q
e Does the responsible officer have the appropriate skills, a a Q

competencies and experience in asset valuations? For example —
skills and experience from undertaking revaluations for similar
assets in prior years; a working knowledge of Australian Accounting
Standards, or a strong working relationship with the asset
manager/accounting manager.

3 e Are the accounting policies relating to the valuation of property,

plant and equipment clearly understood by personnel co-ordinating

or involved in one or more of the following:-

v the revaluation process

v the determination of reasonableness of the fair value assigned
to items; and

v'the system accounting process (e.g., the asset manager,
valuer, systems accountant)?

Refer to the Non-Current Asset Policies for the Queensland Public
Sector (NCAPs) and AASB 13 Fair Value Measurement.

e Are the accounting policies relating to the valuation of property,
plant and equipment implemented into agency systems, processes,
Financial Management Practice Manual and other agency specific
policies?

4 e Are the results from the revaluations and related adjustments
explicitly endorsed by senior management?
a a a
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¢ Does the Audit Committee review the controls over the total asset
management system and scrutinise the asset revaluation policies,
processes and/or outcomes? a a a

e If the Audit Committee has an oversight role in asset measurement,
is there regular reporting to that committee on the outcomes of the Q Q Q
valuation process?

6 ¢ Do the revaluation methodologies maximise the use of publicly
available data (observable inputs) and minimise the use of non-
publicly available data (unobservable inputs)? a a a

e Have specific valuation methodologies and assumptions been
reviewed and modified where appropriate, in the context of the
current economic environment? a a Q

e Are valuation processes sufficiently flexible to incorporate the
impact of periodic changes (e.g. the current economic environment)

into the methodology? Q Q Q
e Does the Financial Management Practice Manual document the

process to identify ‘significant’ and ‘volatile’ changes in values

across each asset class, and the consequential action to be taken? o o a

e Does the agency assess whether any material movement in fair
values is likely to have occurred between the date of asset
revaluation and balance date, to ensure the material reliability of (] (] a
reported asset values (refer to para 31 of AASB 116)?

e Is this process documented in the Financial Management Practice
Manual?
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Required

REVALUATIONS — USE OF INDICES AND SAMPLING TECHNIQUES

7 e To ensure selection of an appropriate index, have the following
factors been considered:-

type of asset being revalued d a a
location of the asset

timing of when the index will be available
components used in arriving at the index?

AN NI NN

e Are there arrangements in place for the agency to assess the

appropriateness of indices prior to being used for the revaluations? a a Q
e Is this process documented in the Financial Management Practice Q Q Q
Manual?
8 e Does the agency document in its Financial Management Practice
Manual the type of indices to be used in relation to particular asset
classes? a a a

e Does the Financial Management Practice Manual document how
those indices are to be applied to asset values? u u Q

9 e Has the agency communicated with other agencies with similar
assets in similar locations to determine whether:-

v'economies of scale can be achieved by undertaking a co- d d 4
ordinated approach to identifying appropriate indices?
v there are any key learnings from the application of particular a a Q

indices or the revaluation process (generally) undertaken by the
other agencies?

10 e Where a sample of assets is selected for valuation, are the

methodology adopted and the key assumptions used for selecting
the sample assessed on a regular basis to ensure they remain a a a
statistically valid?

e Has the approach for rolling valuations been assessed annually to Q Q Q
ensure it takes into account changes in particular circumstances
that could impact the valuation?
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Actions
Required

REVALUATIONS — SPECIFIC APPRAISALS

11 e When selecting a qualified valuation professional, have the following
factors been considered:-

v"In the case of land valuations - is the valuer registered under
the Queensland Valuers Registration Act 19927

v' Does the professional have any particular skills or past
experience in valuing the type of assets required?

v Does the professional have any experience in valuing assets in
a public sector environment?

v Does the professional understand the requirements of AASB
13, AASB 116, AASB 136, and the NCAPs, and have a
valuation approach to ensure compliance with these?

12 e Does the agency prepare comprehensive instructions that outline
the information required to ensure compliance with AASB 13
measurement principles and disclosure requirements? a a d

Refer to the NCAP Tools ‘Better Practice Guidelines for Valuation
Instructions’ and ‘Sample Valuation Letters’.

e Have all current potential exposures and risks been identified and
13 . o :
assessed in the development of the valuation instructions and/or
development of internal valuation models? a a a

e Are the valuation instructions endorsed by key internal stakeholders
14 o . . ;
within the agency prior to forwarding to the successful professional?

e Are these instructions endorsed by the Audit Committee prior to
their issue? u u Q

e Are the valuation instructions reviewed and approved by
management? a a a

15 e Does the agency have a policy to periodically rotate external
professionals to provide assurance over the reliability of values
supplied from year to year? a a a
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16 e Are the key assumptions used in internal and external valuation
models clearly understood, documented and disclosed in the
financial statement notes? a a a

e Are the key assumptions supported by sound evidence, for
example, engineering reports, industry trends, sales data etc.? Q Q Q

17 e Are the results of revaluations reviewed for ‘reasonableness’ by
management?

e Is areview undertaken after completion of specific appraisals, to
assess whether the indices previously applied were representative u u u
of fair value movements in those prior years?

e Are there arrangements in place to gauge the ongoing reliability of
those indices (in light of the extent of movement in fair values
resulting from the current period specific appraisals)? u u a

e Are these arrangements documented in the Financial Management
Practice Manual and linked to the development of appropriate Q Q Q
indices for the next period? (refer to 8-13 above).

18 e Has the agency communicated with other agencies with similar
assets in similar locations to determine whether:-

v'economies of scale can be achieved by undertaking a co-
ordinated approach to specific appraisals? Q Q Q

v' there are any key learnings from the specific appraisals

undertaken by the other agencies? . . -
FINANCIAL REPORTING DISCLOSURES *
19 | ® Has the agency disclosed the effective date of the revaluation?
(refer to para 77(a) of AASB 116) Q Q 0
o0 | ® Has the agency disclosed whether an independent professional was
involved?
(refer to para 77(b) of AASB 116) - - d
o1 | ® Have the methods and significant assumptions applied in estimating
fair values been disclosed for each relevant class of asset? (refer to
para 93(d) of AASB 13) (] (] d
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oo | ® Has the agency disclosed the level of the fair value hierarchy?
(refer to para 93(b) of AASB 13)

a a a
o3 | ® Is there a policy in place about transfers between different levels of
the fair value hierarchy? a a Q
on | ® Has the agency disclosed the measurement bases used to
determine gross amounts?
a a a

(refer to para 73(a) of AASB 116)

e Has the agency separately disclosed (within the movements
reconciliation required by para 73(e) of AASB 116) the increases
and decreases in asset values, per class, resulting from the (] u a
revaluation?

25

e For valuations determined based on Level 3 of the fair value
hierarchy, has the agency separately disclosed the gains and losses
included in the operating result? a a a

26

e Has the agency separately disclosed details of its asset revaluation
surplus (including the increases and decreases in asset values, per
class, resulting from the annual revaluation)? (refer to para 77(f) of (] (] d
AASB 116)

27

og | ® Where the highest and best use of a non-financial asset(s) differs
from its current use, has the agency disclosed this fact and the

reason why the asset(s) is being used in a manner that differs from (] u a
its highest and best use?

Note: The disclosures provided in this table is not a complete list of disclosure for assets carried at fair value.
Agencies should refer to AASB 13 and AASB 116 for the complete set of disclosure requirements.
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© The State of Queensland (Queensland Treasury) 2018

Licence: This document is licensed under a Creative Commons Attribution (CC BY 4.0) International licence.

(OMCH

Except where otherwise noted you are free to copy, communicate and adapt this work, as long as you attribute the authors. To view a copy of
this licence, visit http://creativecommons.org/licenses/by/4.0/

For permissions beyond the scope of this licence, contact fmbregistrations@treasury.qld.gov.au

Attribution: To attribute this work, cite the Non-Current Asset Policies for the Queensland Public Sector, The State of Queensland (Queensland
Treasury) May 2018.

References to Australian Accounting Standards have been reproduced with permission from the Australian Accounting Standards Board (AASB)
and are not covered by the CC BY licence. Contact the copyright owner AASB directly to request or inquire about reproduction and rights of this
material.

Interpreter

Translating and interpreting assistance: The Queensland Government supports and encourages the dissemination and exchange of
information. However, copyright protects this publication. The State of Queensland has no objection to this material being reproduced, made
available online or electronically but only if it is recognised as the owner of the copyright and this material remains unaltered.
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