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8.1 REVALUATION OF ASSETS 
 
Contact Person: Dale Welsh 
 
 
Why is this matter confidential? 
 
Subject to an order pursuant to Section 90(3)(b) of the Local Government Act 1999, this 
matter is confidential because the report relates to investment of council money in the 
2022/23 Annual Business Plan. 
 
 
A. COMMITTEE TO MOVE MOTION TO GO INTO CONFIDENCE 

 
No action – this motion passed in the open section. 
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B. THE BUSINESS MATTER 
 
8.1 REVALUATION OF ASSETS 
 
Responsible Executive Manager : Dale Welsh 
 
Report Author : Trisca Price 
 
Delegated Authority : Matters delegated to the Committee. 
 
Attachments : 1⇩.  City of Playford Valuation of Council Assets Report 

2⇩.  Valuation Protocol – Significant Valuation Uncertainty 
3⇩.  Five Year Revaluation Cycle 
  

 
Purpose 
 
The purpose of this report is to: 
 

• Table a copy of the City of Playford Valuation of Council Assets report as prepared by 
Liquid Pacific Asset Consultants. 

• Discuss the work underway to develop an Asset Capitalisation and Accounting 
Guideline including a revision to the economic useful lives. 

• Summarise the combined financial impacts of the external asset revaluation and 
revised economic useful lives. 

• Seek Corporate Governance Committee support for a proposed cyclical revaluation of 
Council assets into the future.  

 

STAFF RECOMMENDATION 
 
The Committee: 
 

1) Note the City of Playford Valuation of Council Assets Report. 

2) Support the proposed economic useful lives and note these will be incorporated into 
the new Asset Capitalisation and Accounting Guideline. 

3) Note the combined financial impacts of the external asset revaluation and revised 
economic useful lives. 

4) Support the proposed timeline for cyclical revaluation of Council assets into the 
future.  

 

 
 
Relevance to Strategic Plan 
 
Periodic external revaluation of Council assets and useful lives: 
 

• Ensures compliance with S127 (2b) of the Local Government Act 1999 and 
Australian Accounting Standard AASB116 Property, Plant and Equipment.  .   

• Provides transparent financial reporting to the community to demonstrate long term 
financial sustainability. 

• Enables sufficient funding for asset renewal so as to maintain service levels.  

• Enables progressive, rather than a sudden, adjustment to rates. 
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Relevance to Community Engagement Policy 
 
There is no requirement to consult with the community. 
 
 
Background 
 
Australian Accounting Standards require assets to be periodically independently revalued. 
Generally accepted accounting practice is for this to occur at least once every five years. 
Council assets were last independently valued in 2016 so an external revaluation is required 
in 2021.  
 
In December 2020, the Committee considered a report outlining various valuation 
methodologies, concerns with the current valuation methodology and recommendations 
about a future valuation methodology. Committee’s recommendations at that time were: 
 

• Re-Tender the 2020/21 Valuation of Council Assets using the same methodology 
underpinning the 2016 revaluation i.e. the Consumption Based Valuation Approach. 
 

• Apply the external valuation of Infrastructure Assets at 30 June 2021 and Land, 
Building and Park Assets at 1 July 2021. 
 

• Management undertake further detailed analysis into the most appropriate valuation 
methodology moving forward. Pending this analysis, any potential implication of a 
change in asset valuation methodology be discussed with Corporate Governance 
Committee at a future date. 

 
Management re-tendered the 2020/21 external valuation in line with Committee 
recommendations. The valuation industry advised the Consumption Based Valuation 
Approach was not consistent with their valuation principles and the majority would only 
undertake a revaluation on the principle of Fair Value using Current Written Down 
Replacement Cost consistent with the requirements AASB116 Property, Plant and 
Equipment.   
 
Given the need to further consider the asset valuation methodology, and to allow sufficient 
time to assess potential rating impacts to the community, the external revaluation was 
reprioritised to 2021/22 with an effective date of 1 July 2021. The 2020/21 Financial 
Statements were therefore prepared on the basis of the Consumption Based Valuation 
Approach broadly in line the Committee’s preference outlined above.  
 
 
 
The asset values adopted in the 2020/21 Financial Statements were audited as part of the 
2020/21 external audit.  Whilst no issues were raised with respect to the asset valuations, 
External Audit identified some assets where the economic useful lives exceeded Council 
policy. This audit finding was reported to the Committee in October 2021 along with 
Management’s response that this matter would be reviewed and actioned in conjunction with 
the upcoming external revaluation.  
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Current Situation 
 
2021-22 External Revaluation 
 
Liquid Pacific Asset Consultants (Liquid Pacific) were appointed to undertake the 2021/22 
external revaluation. The scope included a revaluation of land and buildings, a review of unit 
rates for infrastructure assets and an independent assessment of economic useful lives to be 
used as one input into Council’s annual assessment of economic useful lives.  
 
Liquid Pacific submitted the City of Playford Valuation of Council Assets Report on 14 
January 2022 as provided in Attachment 1. 
 
The 2021/22 external valuation is based on Fair Value consistent with AASB116. Fair Value 
is the price that would be received to sell an asset in an orderly transaction between market 
participants at the measurement date. The valuation approach to estimating Fair Value 
depends on the extent to which a market exists resulting in the following hierarchy of 
valuation approaches to estimate Fair Value: 

 

• Sales Comparison/Market Approach (considers sales of similar properties) 

• Income Approach (considers income and expense data relating to the property) 

• Cost Approach (current replacement cost regardless of asset condition) 
 
For the 2021/22 external valuation the following valuation approaches have been applied: 

 

Asset Class Valuation Approach 

Land & Land Improvements Market 

Building & other Structures Market, Income, Current Replacement Cost 

Infrastructure - Streetscape Current Replacement Cost 

Infrastructure – Parks & Reserves Current Replacement Cost 

Infrastructure - Stormwater Current Replacement Cost 

Plant & Equipment At Cost 

Office Furniture & Equipment At Cost 

 
Valuing the Infrastructure asset classes using Current Replacement Cost is in line with 
generally applied local government sector practice and the valuation industry protocols. 
Compared to the Consumption Based Valuation Approach, a greater proportion of Council’s 
assets will be recorded at current replacement cost as opposed to historic cost. The 
approach improves inter-generational equity and provides improved financial sustainability 
over the long term as asset renewals are more appropriately funded.  
 
Of note, the 2021/22 external valuation also incorporates a move to the following 
assumptions: 
 

• Unit rates inclusive of project costs.  Project costs reflect civil construction costs and 
associated costs of undertaking works to replace assets, professional fees, 
insurance costs, cost of meeting work safety regulations, traffic management and 
other ancillary service provisions. Typically project costs range between 20%-30% of 
the construction cost and had been excluded as part of the previous valuation 
approach.  
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• Unit rates based on brownfield costs i.e. the cost to replace an asset on a site already 
developed and with the same footprint as the existing asset.  Previous valuations 
were based on greenfield costs i.e. the cost to construct on land that has not 
previously been developed.  Brownfield costs are more reflective of the assets being 
valued.   

 
Impairment for Covid19 Uncertainty 
 
The COVID-19 pandemic, and responses to moderate the economic outcomes of the 
pandemic, continue to impact communities and businesses alike. Significant stimulus funding 
to boost construction activity has resulted in supply shortages of key materials, resource 
constraints within the construction sector, delays in construction and upward pricing 
pressure. The impact of these factors on the 2021/22 external revaluation is uncertain.    
 
In response to the COVID-19 pandemic, the Australian Property Institute released a 
Valuation Protocol – ‘Significant Valuation Uncertainty’ included for reference in Attachment 
2. The Valuation Protocol states that market uncertainty (i.e. arising as a result of an event 
external to the valuation process) is not typically measurable as the uncertainty arises from 
the inability to observe and reconcile the impact of the event on market prices as at the 
valuation date.  The Valuation Protocol requires valuers to assess the significance of market 
uncertainty and report as a disclosure in their valuation report. 
 
Liquid Pacific provided a Significant Uncertainty Disclosure for COVID-19 in Sections 1.4 and 
9.6 of the External Revaluation Report. In their opinion, there remains a risk asset values are 
exposed to systematic volatility as a result of COVID-19 which could vary the asset values by 
as much as 10%. The estimate is based on reduced utility due to COVID-19 over a 5 year 
period as detailed in the table below.  
 

Year 1  2  3  4  5  

% Full Utility  85%  85%  90%  95%  100%  

 
Whilst impairment is a Management decision, the Valuer recommends 10% impairment 
across the portfolio.  
 
In considering whether to impair asset values by 10% Management sought evidence of 
reduced asset utilisation or significant uplift in contracted prices.  
 

• Asset utilisation - Stormwater infrastructure is unlikely to be impacted by lower 
utilisation as its use is largely environmentally driven. There is no evidence of 
reduced use of streets, paths and local parks and it could be suggested these are 
being utilised more as residents work from home and indoor public activities are 
restricted.     
 

• Contract prices – Whilst recent contracts for parks and reserves show pricing uplift 
in the order of 30% arising from high demand due to government stimulus funding 
these higher rates are not reflected in the 2021-22 external revaluation. Other 
contract prices remain relatively stable and in some cases are locked in under long 
term procurement contracts.  

 
On the basis of the above observations, an impairment of asset values at this time is not 
proposed. However, given the changing nature of the COVID-19 pandemic in South 
Australia, Management will continue to monitor asset utilisation and contract pricing and if 
necessary consider a future asset impairment.  
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Economic Useful Lives 
 
Consistent with the requirement to review economic useful lives on an annual basis, 
Management has revisited the reasonableness of economic useful lives.  
 
 
 
As part of the review, consideration has been given to industry practices, publicly available 
ranges for other local councils, useful life analysis provided in the 2021/22 external valuation 
report and the useful life ranges provided in the Local Government Association of SA’s 
Infrastructure Assets Useful Lives SA Councils’ Current Practices Report as drafted by 
Tonkin Consultants in 2014 (the LGA Report).  The review also took account of the Asset 
Management team’s professional judgement, knowledge and experience of asset condition, 
asset replacement profiles and engineering standards. The review also took into account the 
community impact of changes to economic useful lives.  
 
Taking the above into account, revised economic useful lives have been assessed for each 
asset type. The current and proposed useful life ranges for each asset class are summarised 
in the table below. 
 

Asset Class 
Current 
Policy  

Proposed 
Policy   

Building & Other Structures 5-75 10-100 

Infrastructure - Stormwater 10-100 10-120 

Infrastructure - Streetscape 10-100 10-100 

Infrastructure – Parks & Reserves 10-100 10-100 

Plant and Equipment 2-15 2-15 

Office Furniture & Equipment 2-15 2-15 

Land infinite infinite 

Infrastructure - Formation infinite infinite 

 
The economic useful life ranges on most asset classes remains in line with the current policy. 
 
The slightly longer range of economic useful lives on the Buildings and Other Structures 
asset class recognises a greater level of asset componetisation.  Whilst the range is broader, 
many components will have shorter economic useful lives than previously applied which 
better reflects the actual life of those components.  
 
A slightly longer range of economic useful lives is proposed for stormwater assets. The 
economic useful lives for long-lived underground pipes is not directly observable and hence 
remains uncertain. The LGA Report prepared in 2014 indicated the useful life range for 
reinforced concrete pipes to be between 60 and 150 years with an average of 98 years. 
Asset maintenance approaches for pipe infrastructure continue to advance (e.g. pipe relining, 
scaling, targeted preventative maintenance based on CCTV inspections, etc.) which have the 
potential to extend useful lives over time.  A blend of 100 and 120 year useful lives are 
proposed for Council’s stormwater pipes to balance the findings of the peer review with the 
need to moderate the rating impact for the community. Management acknowledges this is 
towards the higher end of the peer range and commits to undertaking further detailed 
analysis of stormwater useful lives in 2022-23.  
 
The proposed economic useful lives have been applied to all assets within the Asset 
Register, effective 1 July 2021 to fully address the External Audit findings. A summary of the 
adjustments by asset class are detailed in the table below.  
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Asset Type 

Current 
Asset 

Register 
 

Proposed 
2021-22 

Building & Other Structures 8-152 10-100 

Infrastructure - Stormwater 1-203 10-120 

Infrastructure - Streetscape 1-197 10-100 

Infrastructure – Parks & Reserves 9-180 10-100 

Plant and Equipment 2-29 2-15 

Office Furniture & Equipment 1-40 2-15 

Land infinite infinite 

Infrastructure - Formation infinite infinite 

 
The proposed economic useful lives will form part of an Asset Capitalisation and Accounting 
Guideline (the Guideline) which is being developed to replace the Property, Plant and 
Equipment Policy that was decommissioned as part of the ICAC review. The Guideline will 
be finalised and formally adopted by the end of June 2022. Galpins have been engaged to 
provide independent assurance that the Guideline, including the target economic useful lives 
are in line with industry benchmarks.  
 
The Draft Report suggests that any policy changes or other decision impacting deprecation 
should be implemented with careful consideration of the reliability/accuracy of evidence 
supporting the change and the impact on ratepayers both now and into the future. The Draft 
Report confirms the sections of the Guideline reviewed are consistent with good practice in 
the local government sector, that the useful life ranges are consistent with other councils and 
that the resultant depreciation expense is consistent with the State average.   
 
Financial Impacts 
 
The table below compares the written down value of assets at 30 June 2021 to those to be 
adopted at 1 July 2021.   
 

Written Down Value 30 Jun 2021 01 Jul 2021 Movement 

 $000 $000 $000 

Building & Other Structures 126,793 82,734 (44,059) 

Infrastructure - Stormwater 150,021 266,683 116,662 

Infrastructure - Streetscapes 468,561 560,781 92,220 

Infrastructure - Parks & Reserves 60,114 58,663 (1,451) 

Land 451,478 501,441 49,963 

Right-of-Use Assets 258 258 - 

Plant & Equipment 13,901 13,901 - 

Total 1,271,126 1,484,461 213,335 

 
Overall, this represents an increase in gross asset values of $213.3 million. Whilst this shows 
a significant uplift in stormwater and streetscapes asset classes, the unit rates applied are 
considered reasonable when compared to the contract renewals currently experienced by 
Council and are within ranges used by other council’s. Underlying reasons for this uplift are 
the inclusion of project costs in the unit rates and the move to a Fair Value method whereby 
a greater proportion of the assets are now recorded at Current Replacement Cost.  
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The table below outlines the combined depreciation impact of the external revaluation and 
the application of the proposed economic useful lives: 
 

Depreciation Impact 2021-22 

 $000 

Building & Other Structures 169 

Infrastructure - Stormwater 1,214 

Infrastructure - Streetscapes 1,584 

Infrastructure - Parks & Reserves 273 

Land - 

Right-of-Use Assets - 

Plant & Equipment - 

Total 3,240 

 
Management has commenced consideration of impacts to the Annual Business Plan and is 
working with Council to understand its preferences in this regard.  
 
 
Future Action 
 
Management will keep the Committee updated on impacts on the Annual Business Plan and 
Long Term Financial Plan arising from the asset revaluation.   
 
To moderate the financial and community impacts of external revaluations into the future, 
Management proposes to revalue asset classes on a cyclical 5 year rolling basis. Under this 
approach: 
 

• Each asset class will be externally revalued at least once every five years by an 
external valuer. 
 

• Annual indexing (using the Local Government Price Index) or a desktop revaluation 
(using unit rates from current contracts) will be applied internally every other year. 

 

• Useful lives will continue to be reviewed annually. 
 
Attachment 3 outlines the proposed cyclical revaluation schedule which has taken into 
account the following considerations: 
 

• Due to the extensive revaluation undertaken for 2021/22 and the ongoing uncertainty 
of the impact of COVID-19, no asset class will be externally revalued in 2022/23. 

 

• Parks and Reserves will be prioritised in year 2 to determine if the current uplift in 
current contract rates is permanent or a temporary impact of COVID-19 stimulus.  

 

• Buildings and Other Structures will also be prioritised in year 2 given the significance 
of the 2021/22 valuation adjustment and the potential impact of COVID-19 market 
values.   
 

• Infrastructure assets will be revalued in the latter 2 years of the revaluation cycle 
given Management’s ability to apply a desktop revaluation in the other years.    
 

• Land will be the last asset class due to its valuation having no impact on rates as a 
non-depreciable asset class. 
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C. COMMITTEE TO DECIDE HOW LONG ITEM 8.1 IS TO BE KEPT IN CONFIDENCE 
 
 
Purpose 
 
To resolve how long agenda item 8.1 is to be kept confidential. 
 
 

STAFF RECOMMENDATION 
 
Pursuant to Section 91(7) of the Local Government Act 1999, the Committee orders that the 
following aspects of Item 8.1 be kept confidential in accordance with Committee's reasons to 
deal with this item in confidence pursuant to Section 90(3)(b) of the Local Government Act 
1999: 
 

- Report for Item 8.1  
- Attachment(s) for Item 8.1  
- Minutes for Item 8.1  

 
This order shall operate until the next scheduled annual review of confidential items by 
Council at which time this order will be reviewed and determined in accordance with Section 
91(9)(a) of the Local Government Act 1999. 
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