CODE OF PRACTICE ON TRANSPORT INFRASTRUCTURE ASSETS

Frequently Asked Questions  
This section will be updated as necessary and new Q and A added from time to time.

Drainage
(Added 23.03.10)
Q
Why is drainage not recognised as an asset type in its own right? 
 A.
The inclusion of drainage as part of the assets associated with the carriageway for GRC purposes is a matter of practicality only and does not reflect any judgement on its importance. 

Apart from the larger items, which count as structures and are treated separately very few authorities have good information about their drainage assets. Collecting detailed inventory is extremely expensive and the costs would be wholly disproportionate to the benefits likely to be obtained from having it.  Also, much of the data relates to systems that were installed a very long time ago and would not therefore be the same as the Modern Equivalent Asset, which is the basis for asset valuation.  Including an allowance for drainage in the GRC composite carriageway rates, on the basis of what would typically be provided now, is simply a practical and pragmatic way of dealing with these issues. 


Drainage assets are however identified in the Code as a separate asset type for depreciation and other financial modelling purposes. 


Authorities will still need to collect information on drainage to support asset management, for example knowledge of the location and performance of gullies is important for developing cost effective maintenance regimes.  Assessing the adequacy of existing provision and planning to meet future needs will be an increasingly important aspect of asset management.  

The approaches in the Code will be regularly reviewed, so the way it deals with drainage can be modified if future developments in highway drainage make that appropriate.  The implementation of Sustainable Drainage Systems could be such a factor.  However, at the moment there is no reason to think that the present approach will not be able to cope with the implementation of such systems.  As the Code states, SUDS should only be treated as highway assets where they are for highways purposes only, which most will not be.  Also, SUDS approaches may be achieved through non-drainage highway assets, eg in appropriate cases, replacing impermeable surfaces with permeable ones when they come up for renewal. 

The present view is that SUDS are not overall more expensive than existing systems.  However, composite GRC rates will be reviewed every five years, and will be adjusted as necessary to reflect new practices and their costs.  Between revaluations, any capital investment made by an authority in additional highway drainage, whether traditional or SUDS will be capitalised and therefore reflected in the overall asset valuation.

The UK Roads Board has produced an information note on SUDS.  The part dealing with the present Water and Flood Management Bill may not be up to date but the note also contains a lot of very useful, more general information.  The note is available at:

 
www.ukroadsliaisongroup.org/pdfs/SUDS_Briefing_UK_Roads_Board-web.pdf
Land valuation    (Added 23.03.10)
Q
Why does highway land have to be valued?  A lot of it is not owned by the authority and even where it is, it will rarely become available for sale.
A.
There’s an accounting requirement that land must be valued as well as the property or infrastructure that sits on it.  Land is a valuable capital resource and it is important that its consumption is recognised in organisations’ accounts in the same way as the consumption of other resources.  Also if highway land was excluded, the asset valuation would not be comparable with the valuation of the authority’s other assets.  Under IFRS, land has to be identified separately from the value of the property or infrastructure that sits on it.  (For transport infrastructure the Code uses the term “the built GRC” to refer to the gross value of the assets minus land.)  

The valuation does not distinguish between owned land and other usage rights (except temporary uses) because the highway authority is the “beneficial occupier” of all highway land and the actual owner cannot sell it or use it for other purposes.  

 Highways land, like the land associated with other operational assets, is valued in authority’s accounts on an existing use basis.  This is different from the value that a site might achieve if it was sold on for other purposes.    

The Code uses a simplified valuation approach which only uses two average values (for land associated with urban or rural roads) and is intended to provide a reasonable valuation at the local network level. 
