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Audit 
Issues

Inconsistency and 
variability of valuations

Asset registers

Data not being used 
consistently (Val v AM)

Methodology and 
assumptions issues

Condition data not used

Valuation timelines 
(including procurement)

Quality review by councils
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Key Message !!!
“The most significant internal control 
areas that we continue to see issues in 
are:

•general IT controls
•asset management, particularly asset 
valuation.”
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Valuations
• not conducting regular fair value assessments for all of their 

asset classes and documenting their assessments

• not accurately applying condition information to assets

• incorrectly calculating the revaluation increment or decrement 
stemming from the revaluation

• incorrectly accounting for the movement in value in line with 
Australian Accounting Standards.
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Asset Registers
• not capitalising new assets in a timely way, understating 

depreciation expenses

• not recognising developer-contributed assets in a timely 
way, understating income and assets

• not updating their fixed asset registers regularly, leading 
to inaccurate and/or invalid financial asset information.
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Queensland
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Audit Issues
Inconsistency and variability of valuations

Asset registers

Data not being used consistently (Val v AM)

Methodology and assumptions issues

Condition data not used

Valuation timelines (including procurement)

Quality review by councils

How do you rate?
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AASB 
Changes
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AASB13 Update Dec 2022

AASB Special Project for Fair Value in the Public Sector

Clarifications and Australian Guidance
• Restricted Land
• Replacement Cost
• Determining Current Replacement Cost
• Depreciation – RUL not UL
• Disaggregation of assets into ‘parts’ 
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Restricted Land

Only take into account those restrictions that would pass from 
the hypothetical seller to the hypothetical buyer

Do not take into account those restrictions that would not pass 
from the hypothetical seller to the hypothetical buyer

Big Change for 
Victoria
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Replacement Cost
Identifying modern equivalent or reproduction

Calculate the gross replacement cost ensuring –
• Same location
• Use its own assumptions as a starting point and adjust those assumptions to the extent that reasonably available 

information indicates that other market participants would use different data
• The costs reflect normal course or operation
• Include costs required to restore another entity’s assets
• Include other disruption costs
• Include site preparation unless already reflected in land value

Adjusting for the difference in utility between the existing asset 
and reference asset as well as for any permanent over-capacity 
or obsolescence 

Big Change for 
Victoria
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Determining Current Replacement Cost

DRC non-compliant – removed from AASBs in 2013 !!!!

CRC  is conceptually different
• Market based not entity specific
• Based on key characteristics relevant to market participants (condition, 

location, restrictions)
• Adjustment from replacement cost to CRC is not to be an adjustment for 

depreciation but is an adjustment for obsolescence

Big Change for 
Victoria
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Depreciation – RUL not UL
AASB116 – each ‘part’ to be depreciated separately

AASB108 Example 3

If using straight-line –

(Carrying amount  - Residual Value )  /  RUL
• Therefore need ‘fair value’ calculated for each ‘part’ so that depreciation can be calculated correctly
• OK to use ‘blended approach’.  ie. Weighted average RUL at component level

Potential impact for 
some Victorian councils
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Disaggregation of assets into ‘parts’ 
‘Parts’ are not ‘components’

Components –
• Asset Management term. 
• Different element managed independently of other components

If ‘component’ is subject to renewal and cost of renewal is less than overall 
component cost –
• Short-life or renewal part
• Long-life or recyclable part

Each part to be depreciated separately

Therefore need ‘value’ of each part

Big Change for 
Victoria

AASB Residual Value decision 2015



www.apv.net

Implications

Revaluation and 
depreciation changes to 
satisfy AASB13, AASB116 and 
AASB108

Revaluations more regular 
(annual?)

Better integration asset 
accounting and asset 
management

Improved quality reviews

Ensuring ‘right methodology, 
expertise and experience’
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Revaluation and depreciation changes to satisfy 
AASB13, AASB116 and AASB108

Review all existing valuations

If DRC - replace with compliant CRC (based on condition and 
obsolescence not RUL and UL)

Ensure assets and valuation have been correctly disaggregated
• For valuation  and determination of depreciation rates - ‘parts’ not ‘component’s
• For asset registers – OK to calculate depreciation at ‘component level’

Check system is calculating depreciation by RUL not UL
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Revaluations more regular (annual?)

AASB136 has not applied since 2016 for specialized assets valued 
using cost approach

Need to keep revaluations up-to-date

Strongly recommend –
• Comprehensive every three years
• Desktop in intervening years  (very easy and quick to do)
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Better integration asset accounting and asset 
management

Need to reconcile Asset Management data, GIS and Asset 
Valuation data to the GL to ensure completeness, accuracy and 
consistency

Use same underlying assumptions for valuation, depreciation and 
asset management planning

AASBs (if fully compliant) enables full integration with asset 
management
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Improved quality reviews

Cannot abrogate your responsibility

Council still needs to ensure – 
• Compliance with standards
• Compliance with contract
• Completeness
• Accuracy
• Reasonableness
• Assumptions are reasonable
• Work of expert is not fundamentally flawed
• All necessary outputs have been produced
• Results will pass audit

Important to document 
your quality reviews as 
audit evidence
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Ensuring ‘right methodology, expertise and 
experience’

Internals are OK …. If…….

Externals are OK… if ……

Procurement needs improvement
• Timing is critical … too late means limited pool !!!
• Checklist to assess methodology
• Lowest price is not necessarily value-for-money
• Experience and expertise (with accounting standards)
• Proven track record is critical

Just because they are a 
valuer or engineer does not 
mean they have the right 
knowledge or expertise or 
deliver quality
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Timelines

Annual Process

Plan ahead

Think strategic 

Proactive not reactive  

Make process ‘operational’ 

Look for efficiencies, consistency and reduced audit risk



www.apv.net

Reconcile 
register to GL 

and GIS 

Finalise disclosure notes and 
agree valuation to GL and 

financial statements

Update asset 
register for 

CAPEX and WIP 
transfers

Sept

Oct

Nov

Jan

Feb

Mar

Apr

Jun

Jul

Aug

Steps in the Annual Valuation Program
(to be repeated annually for 30 June year end)
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Complete 
procurement 
exercise if 
relevant

Undertake inspections and update key data
(For comprehensive or new assets if 

desktop)

Update unit rates, assumptions 
and prepare draft

Review draft
Provide draft 

to audit

Update for 
CAPEX and WIP 
transfers

Update 
assumptions and 
data if required

Reconcile 
valuation to GL 
and GIS

Update and 
finalise valuation 
(including all 
reports)

Provide to audit 
for final review

Update if 
required

Upload to GL 
and post 

revaluation 
journal

If external valuers are to be engaged, ensure to you go to market by end of September
Finance to ensure WIP is cleared quarterly and CAPEX used to update asset register

Before commencing inspection process it is critical that asset registers are checked for 
completeness and accuracy and the overall strategy (and budget) have all been approved.

Comprehensive: Inspect assets (either 100% or sample)
Desktop: Only new acquisitions or assets that have undergone significant 
renewal 

It is critical that an internal quality review be undertaken and documented.
Make sure external audit is kept up-to-date with project and is ready to 
review draft valuation once produced.

There should be 
minimal changes

Final check

Process in ongoing and is to be repeated annually

Dec

May

Year
Valuation Cycle 1 2 3 4 5 6
Land & Build Comp Desk Desk Comp Desk Desk
Other strcutures Desk Comp Desk Desk Comp Desk
Transport Desk Comp Desk Desk Comp Desk
Open space and Leasure Desk Desk Comp Desk Desk Comp
Water and Waste Water Desk Desk Comp Desk Desk Comp

Consider 3 –   years contract 
rather than annual procurement or 
do internally with Asset Valuer Pro

www.apv.net
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Solutions

Update Non Current Asset Policies

Review methodologies with checklist

Undertake revaluations –

• Comprehensive revaluations or
• Desktop revaluation with compliant 

methodology

Options – 

• External v Internal v Collaborative
• Spreadsheet v Asset Valuer Pro
• Procurement

• Annual one-off or Multi-year
• Review of qualitative factors

Processes

• Quality review
• Reconciliations
• Review of assumptions
• Asset Registers

https://www.apv.net/insights
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Questions

David Edgerton  
FCPA
Director
e:   dave@apv.net
m:  0412 033 845 
 

mailto:dave@apv.net
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