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Accounting policy on non-financial asset measurement and valuation



[bookmark: _Toc167806229]Purpose
The purpose of this document is to establish a set of policies and procedures to apply a systematic approach for the measurement and valuation of non-financial assets in accordance with relevant Australian accounting standards, Treasurer’s Directions – Non-financial assets and supporting guidance documents. It aims to provide greater understanding and document polices or assumptions made by the agency in measuring and valuing non-financial assets and acts as a reference for financial reporting purposes. 
[bookmark: _Toc167806230]Scope
This policy applies to the measurement and financial valuation of:
· property, plant and equipment 
· intangible assets
<Agency may amend the scope of this policy to include other types of assets within their portfolio not covered, if required>
This policy covers the minimum requirements for measurement, valuation and management of the non-financial assets after initial recognition.
The following non-financial assets are excluded from the scope of this policy: 
<Amend listing as required based on agency asset holdings>
· assets held for sale
· biological assets
· inventories
· investment property
· right-of-use assets
· service concession assets
[bookmark: _Toc167806231]Legislative basis and related documents
· Financial Management Act 1995
· Treasurer’s Directions –Non-financial assets
· Guidance document – Non-financial assets
· Guidance document – Revaluation
· Guidance document – Impairment of assets
· Australian Accounting Standards:
· AASB 13 Fair Value Measurement (AASB 13)
· AASB 116 Property, Plant and Equipment (AASB 116)
· AASB 136 Impairment of Assets (AASB 136)
· AASB 138 Intangible assets (AASB 138)
<Agency to amend to include other relevant legislation, which apply to accounting and management of assets relevant to the agency>
[bookmark: _Toc167806232]Policy statement 
[bookmark: _Ref149838406][bookmark: _Toc167806233] Overview
< Example>The Department of Health’s mission is to improve the health status and wellbeing of all people in the Northern Territory. The department holds non-financial assets to assist in the delivery of its objectives. An overview of the agency’s non-financial asset holdings by class of assets, including a brief description of the main use and purpose is provided in the table below. 
<Agency to include a general overview of its asset holdings in this section. Identify the class of assets, provide a brief description of the types of assets generally within that class and a general overview of what they are used for. Agency to amend listing below to reflect asset holdings> 
	Asset class
	Description of assets 

	Land 

	Land holdings largely comprise of land under buildings for hospitals…. <Agency to provide overview of the main purpose or use or categories of assets> 

	Buildings

	Buildings are largely used for hospital and clinics, to provide health care services to the community 


	Infrastructure assets 

	

	Construction work-in-progress
	

	Plant and equipment 
	

	Computer hardware
	

	Transport equipment 
	

	Heritage and cultural assets
	

	Intangible
	Includes computer software for the following systems…



[bookmark: _Ref150166479][bookmark: _Toc167806234]Identifying asset sub-classes
Asset classes outlined in section 4.1 are further broken down into subclasses to facilitate the process of assigning useful lives and setting rolling plans for revaluations and stocktake of non-financial assets. <Agency to amend as required. Delete if agency does not have any identified subclasses>.
The key attribute used in identifying subclasses for each asset class is the location of the asset. The agency then further groups assets using factors such as the purpose or use of the asset and construction materials. <Amend as required. If all agency asset holdings are in one region, the agency may choose to use a different basis for identifying the subclass. The use of regions as a subclass has been proposed, as it is more likely to provide efficiencies with the revaluation and stocktake process. However, if an agency has its entire asset holding or class of assets in the same region, it may choose to use another method for determining its subclasses>. 
The sub-classes identified for each asset class are summarised in Table XX
[bookmark: _Toc167806235]Depreciation and useful lives
Items of property, plant and equipment excluding land, have limited useful lives. These assets are depreciated using the straight-line method over the assets estimated useful life.
The estimated useful lives for each subclass of asset has been developed in reference to: <agency to amend if not applicable>
· type of materials used in construction of assets (where applicable)
· expected usage of the asset
· expected physical wear and tear in excess of that which maintenance can restore
· obsolescence, both technical and commercial 
· legal or other limits on the use of the asset
· specific business planning and optimum replacement timing
· period of time over which the asset will be practically utilised by the agency
· where an asset can only be used in connection with a specific leased property (for example certain fixtures and fittings), consideration of the lease term and anticipated renewal terms, if any 
Assets are depreciated from the date of acquisition or from the time, an asset is completed and held ready for use. The agency also considers similar characteristics of assets, construction or make of assets and the assets function when assigning a useful life to an asset. As such, useful lives are generally assigned by asset subclasses as identified in section 4.2.
Sources of reference
The agency consults with the Department of Infrastructure, Planning and Logistics (DIPL) in the development of useful lives for all buildings, infrastructure and or heritage or cultural assets maintained by DIPL <Agency to amend statement as required. For example, agency to only include heritage and cultural assets in this statement, if those assets are maintained by DIPL. If a heritage and cultural asset is not maintained by DIPL, agency will need to include other sources or references used in determining the useful life of those assets in this document>
The agency also consults with the Department of Corporate and Digital Development when identifying the useful lives assigned to its computer hardware and or software assets <Agency to amend as required>
The agency refers to the Australian Taxation Office Taxation Ruling on Income tax: effective life of depreciating assets and or jurisdictional comparisons to determine useful lives assigned to plant and equipment<Amend to suit agency scenario or include additional asset classes that agency uses these methods for determining useful lives. If other methods or sources of references are used, agency to amend to reflect this>.
[bookmark: _Toc167806236]Significant components
The agency disaggregates non-financial assets where the total cost or fair value of a grouped asset on initial recognition is $10 million or more. Where the cost base of a non-financial asset increases above the $10 million threshold through a revaluation process, the non-financial asset is included in the pool of assets, which are disaggregated <Use this statement where agency disaggregates assets based on threshold stipulated in the TD>
or
The agency disaggregates non-financial assets where the total cost or fair value of a grouped asset on initial recognition is XX or more. Where the cost base of a non-financial asset increases above the XX threshold through a revaluation process, the non-financial asset is included in the pool of assets, which are disaggregated <Use where agency disaggregates assets based on lower threshold than stipulated in the TD>
Each component of the non-financial asset is recognised in the same asset class as the grouped asset and revalued on the same basis and frequency of the grouped asset.
 A summary of useful lives assigned to agency assets, including components for those assets, which are disaggregated, is provided in Table XX. 
[bookmark: _Toc167806237]Revaluation
[bookmark: _Toc167806238]Overview
All agency assets that qualify for recognition are initially recorded at cost or fair value where the non-financial asset is acquired for nil consideration or consideration that is significantly below fair value. 
Subsequent to initial recognition, the agency revalues the following asset classes: 
· land
· buildings
· infrastructure assets
· heritage and cultural assets
· intangible assets with an active market 
The following assets classes are not revalued and are measured using the cost model:
· plant and equipment
· computer hardware
· computer software
· transport equipment
< agency to amend listing as required>
[bookmark: _Toc167806239]Revaluation plan 
All agency land is revalued. The agency also revalues buildings, infrastructure assets, heritage and cultural assets and intangible assets with an active market where the carrying amount of each asset is $50 000 or more <amend asset class listing as required. Agency to adjust wording to suit agency specific policy. If there is a class of asset that has all assets revalued or has a lower threshold set for revaluation because using the $50 000 threshold may in aggregate lead to a material misstatement in aggregate values of the asset class, agency must identify the asset class and outline the thresholds applied> 
or 
All agency assets are revalued with sufficient regularity to ensure that the total carrying amount of agency assets does not differ materially from fair value of value at reporting date <use where agency does not adopt the $50 000 threshold for identifying the revaluation of assets> 
All agency non-financial assets <agency to replace non-financial assets with a list of asset classes or subclasses valued using Level 1 and 2 inputs of the fair value hierarchy > valued using Level 1 and 2 inputs of the fair value hierarchy are revalued once every three years. Any land associated with such assets are revalued at the same time. 
All other non-financial assets are revalued once every five years <agency to replace non-financial assets with a list of asset classes or subclasses valued using Level 3 inputs of the fair value hierarchy>. Agency asset revaluations are undertaken on a rolling basis.
<Agency must include in this section, any specific assumptions or policies adapted with respect to valuations of their assets, where applicable> 
The measurement basis, valuation technique, valuation cycles and whether valuations are undertaken in-house or outsourced for each asset class or subclass is detailed in Table XX.
[bookmark: _Toc164247873][bookmark: _Toc167806240][bookmark: _Toc167806241]Stocktake plan for assets
[bookmark: _Toc164247875][bookmark: _Toc167806242][bookmark: _Toc150329791]The agency undertakes regular stocktakes for plant and equipment, transport equipment, computer hardware <agency to outline asset classes measured under the cost model that the agency undertakes a take stocktake for>. Stocktakes for assets are conducted every three years on a rolling basis <Agency to amend or adjust as required if stocktakes are not conducted on a roiling basis. If the rolling basis only applies to certain asset classes, agency should specify which assets the rolling basis apply to>
[bookmark: _Toc164247876][bookmark: _Toc167806243][bookmark: _Toc150329792][bookmark: _Toc164247877][bookmark: _Toc167806244]For assets measured under the revaluation model, the agency generally combines the stocktake exercise with the asset revaluation process. The agency’s stocktake plan which outlines assets subject to a stocktake, the frequency of stocktakes and how stocktakes are undertaken is provided in Table XX
[bookmark: _Toc167806245]Asset impairment 
The agency tests all materially significant assets for the following indicators of impairment annually:  
· natural disasters
· fire
· any other indicators that the agency considers significant or material <agency to list out those indicators which may have a material impact on the agency’s assets>
This is generally carried out as at 30 June. 
A summary of key impairment indicators used in the assessment for the impairment of agency assets including the sources of information used to inform the review process is documented in Table XX. 
<Where an agency has excluded a particular class of assets or group of assets from impairment assessment because of a materiality assessment, the agency must include a statement to this effect in this policy, identify the assets, which are excluded from this assessment and the reasons for the conclusions drawn. Agencies must document the key judgements and assumptions used in materiality assessments for impairment>
[bookmark: _Toc167806246]Table - summary of asset measurement and valuation plan
< Add additional columns where required or use an alternative format as appropriate. Agency may choose to have a separate table for each asset class>
	Buildings

	Subclass
	Darwin (Sub-class 1- based on regions)
	Gove (Subclass 2 - based on regions)

	Type of  asset
	Hospital 
	Clinics
	Hospital 
	Clinics

	Purpose/use(describe what assets in each sub-class are generally used for)  
	
	
	
	

	Useful lives

	Main asset (outline the useful life of the main asset)
	 
	
	
	

	Component 1 (outline the useful life assigned to each component. Examples of components may include structure, mechanical, electrical, hydraulic, fire)
	
	
	
	

	Component 2
	
	
	
	

	Component 3
	
	
	
	

	Sources of reference (outline sources or references for useful lives assigned to assets)
	
	
	
	

	Revaluation

	Valuation basis (cost or revaluation model)
	
	
	
	

	Valuation technique (current replacement cost approach, market approach , income approach)
	
	
	
	

	Fair value hierarchy (Level 1, 2 or 3) 
	
	
	
	

	Valuation cycles or frequency of valuations (how often valuations are undertaken)
	Year 1
	Year 1
	Year 2
	Year 2

	How valuations are conducted (in-house or out-sourced)
	
	
	
	

	Stocktake plan

	Stocktake cycle
	Year 1
	Year 1
	Year 2
	Year 2

	How stocktake is conducted (internally or outsourced) 
	
	
	
	

	Impairment assessment  

	Type of impairment indicators  (include key impairment indicators) 
	Natural disaster
Contamination 
Fire
	
	
	

	Sources of information
	DIPL
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