AGENDA
FINANCE COMMITTEE MEETING

TUESDAY, 14 OCTOBER 2014

The Finance Committee Meeting of the Central Desert Regional Council will be held in the
Bagot Street on Tuesday, 14 October 2014 at 2:00pm.
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GENERAL BUSINESS cenre,
LA ?3.

ITEM NUMBER 7.1 "

TITLE Central Desert Regional Council Asset Write-Downs "‘"ooum

REFERENCE \COUNCIL AGENDAS AND MINUTES\FINANCE
COMMITTEE MEETING\2014\2014 - 5.1 FINANCE
COMMITTEE MEETING 14 OCTOBER, 2014 -

253375

AUTHOR Edward Fraser, Director Finance and Corporate
Services

DUE DATE 14 October, 2014

LINKS TO STRATEGIC PLAN

Goal 02: Physical Assets
Goal 05: Management and Governance

RECOMMENDATION:

That Council:

1. Approve the asset write off for a range of agency properties as
outlined in attachment 1 that the Council has not applied for
Section 19 or community living area leases over in 2013/14. This
is an asset write down of $4,756,678.33 at cost and $3,850,301.41
written down value as at 30" June 2014.

2. Approve the write off for a range of non agency lease properties
that the Council has not applied for Section 19 or community
living area leases over as per attachment 2. This is an asset
write off of $6,489,969.64 at cost and $5,508,239.91 written down
value as at 30" June 2014.

3. Approve a write down to a Work In Progress item at Lajamanu
Oval with a write down amount of $71,818.18 as at 30" June
2014.

4. Approve the write off of an asset in relation to Yuelamu office
worth $121,817.48 as at 30" June 2014.

SUMMARY:

As part of our annual audit process the council reviews its treatment of
assets. The introduction of section 19 leases has necessitated a review
of the values of the assets reflected in the council’'s asset register. This
report seeks approval of the finance committee to reduce asset values

BACKGROUND

The Council is being asked to consider asset write downs (that is
reducing the value of assets within the asset schedule to zero) to a
number of assets. The write downs arise from two circumstances:
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1. The clarification of the section 19 leases and its implications on
asset schedules, and
2. Corrections that have been identified during a recent asset review.

The Council’s list of built assets has been developed over a number of
years from the following sources:
1. Assets transferred from the community government councils;
2. New assets gifted or built by the Council; and
3. Allocation of responsibility for assets during the Northern Territory
National Emergency Response.

During the intervention all buildings which have traditionally been used
by the Council were allocated to the Council irrespective of the
underlying legal ownership of the building or land. Unfortunately, at this
time there were some buildings which were erroneously allocated to the
Council which for various reasons have continued to be recorded in the
asset schedule.

Section 19 Adjustments

Land in communities has always been owned by the Land Trusts. Until
the compulsory leasing of land by the commonwealth government as
part of the Northern Territory National Emergency Response, ownership
of land and the ownership of the assets on this land had been informally
vested with the community government councils on behalf of the various
communities.

As the CLC has formalized the land leasing process through the granting
of section 19 leases, the ownership of land and, therefore, the right or
obligation to reflect assets on asset schedules, has become more
formal.

As the Council has negotiated leases with the CLC it has become clear
that a number of properties that have been traditionally considered to be
owned by the Council are not. These include:
e Buildings which have erroneously been included on the asset
schedule; and
e Buildings which rightfully belong to other agencies.

The Council has been in negotiation with the Commonwealth
Government for some time regarding the granting of Section 19 leases
on agency properties. The Council has clearly communicated with the
various commonwealth departments that the Council considers the
section 19 leases on these properties to be the agency responsibility
because:
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e The Council only provides services in these buildings because they
have been contracted to do so;

e The Council would not require the building should the agency
reallocate the service contract and does not want to take a lease
over the lot of a period greater than the contract period; and

e The Council is not responsible for any capital improvements or
maintenance on these properties other than through grant
application to the agencies.

In financial accounting, an asset is an economic resource. lItis
something that is capable of being owned or controlled to produce value
represent value of ownership that can be converted into cash.

Given the reasons outlined above, the Council does not consider these
buildings to be assets and the Council needs to recognize this decision
in its asset schedules.

The Council should note that the correct method of reflecting assets
under section 19 leases is still contentious and LGANT and the NTG are
still developing guidance notes on this subject. This will be the subject
of a further paper.

Summary of recommendations
The following is a summary of each of the four related areas for council
consideration and decision.

1. Write off for a range of agency lease properties with a written down
value as at 30™ June 2014 of $3,850,301.41.

As discussed above, the Council has identified a range of properties
(Attachment 1) that rightfully belong to other agencies. These
buildings are currently being used by the Council and the Council,
may at some future point, apply for section 19 leases over these
properties.

As these buildings are not owned by the Council and can not be
sold, it is recommended that Council approve the asset write down
on these properties.

2. Write off for a range of non agency properties with a written down
value as at 30th June 2014 of $6,489,969.64.

During the asset review, a number of properties were identified that
are not considered to be Council property. It is recommended that
Council approve the asset write down for a range of properties

-6-
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where Council has no responsibility for such properties and will not
be applying for section 19 leases over.

A list of non agency properties is provided in attachment 2 showing
the value by which the asset list will be reduced.

3. Write off to a Work In Progress item at Lajamanu Oval with a write
down amount of $71,818.18 as at 30th June 2014.

An analysis of the WIP (WIP Ref: No in Techone NFO00O0 59)
showed that this work was for resheeting and reshaping of
Lajamanu oval and this work has no current value.

It is recommended Council approve changes to Work in Progress
recorded that was incorrectly capitalised worth $71,818.18.

4. Approve the write off of an asset in relation to Yuelamu office worth
$121,817.48 as at 30th June 2014.

This amount relates to various payments made for earlier works at
the Yuelumu office in particular architect fees and ground
preparation works. In 2013/14 further review of the plans in light of
the available funds resulted in the Council progressed a smaller
project that did not utilize this work previously undertaken and so
the work has no value.

ISSUES, CONSEQUENCES AND OPTIONS

The write down of assets is required to ensure an accurate record of our
assets in the balance sheet.

Legislative Considerations

Council is required as per the Local Government (Accounting)
Regulations 2014, section 23 (2) Writing off money or property which
states:

(2) if a council is satisfied, on the certificate of a responsible officer, that
an item of property has been misappropriated, destroyed or damaged
beyond economical report, or cannot be found, the council may
authorise the writing off of the item in the accounts of the council.

FINANCIAL IMPLICATIONS
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The write down of assets will have a significant impact on the Council’'s
balance sheet and also reduce its non-cash depreciation expense.

The asset value for 2013/2014 will be reduced by a total of
$9,358,541.32.

It should be noted that this adjustment is a balance sheet adjustment
and does not impact on any actual cash reserves held by the
organization.

ATTACHMENTS:

1 Agency lease properties that Council has not applied for a Section
19 or Community Living Area lease over in 2013-14

2 Other Lease properties that Council has not applied for a Section
19 or Community Living Area Lease over in 2013-14




Agency lease properties that Council has not applied for a Section 19 or Community

Attachment 1

Living Area lease over in 2013-14

Attachment A
Ageney Lease properties that Council has not applied for a Section 19 or Community Living Area Lease over in 2013+14

Wrlttsm down
Covmimuity Lot No. |Descaiption Area g P EE:»MHH” u%-ﬁu._r: Depreciationd| Depreciation i_mw &l 30th
Fair Value | 0-11 to 1213 1314 June 2014
ETITIERE 84 |COMPAUNITY FURPOSES WOMENS CENTRECHID care 50 8772 1,754 8772 5261 1.754 1.7 54.40]
ATITIERE a4 EHE DEvelopment i care 1 1,544 268 1,344 806 268 268,75
A TITJERE 5 |HOUSING - OTHER STAFF HOUSINGFT emtory housing ™ 128,609 5020 145408 Z8.087 8,028 T18,874.00]
LALATANL 215 |RECREATIONOPEN GPAGE  PPRT CENTRE! BRACSIEG EZ]] 1,650 16,312 5155 54,935 18312 18.311,70
LA SAARL) =47 ite Dl 1 5378 k] L] B0& FaiE] 4.300,00
LALAMANL Zad  |HOUSING - COMBUNITY famibes NT Gav 144 172 060 21,138 372,960 63,205 21,135 28842000
WA 364 |COMPAUNITY PURPOSER TORIAUHITY CRRE CENTRE 229 381,285 23,040 381,285 71,820 23,840 285, 525.00
FIVIRRIF] 25 |COMIUNTY FURFOBER  [WOMENG CENTRE (AGED ACCOMMO 123 526,143 17,301 526, 148 51,008 7,301 455.044,00
Y RRIP] 51 |HOUSING - COMBIINITY LD GARE 4 376,057 12,002 576,067 38706 12807 324,520.00
FIYIRRIF] G0 |COURAUNTY PURFOSES ERALSFENC i 7,280 2,484 a7,260 T 2458 27.524,00
YRR 42 |COMBUNITY PURPOSES %xm.._m = 138,000 5,450 138,000 10,350 3450 T24.200.00
Y RRIE] 5 Gpme 1 1438 [ 1458 K] i Boz50
LLOWRA 15 |COWBAUNITY PURPOSES VISITORS ACCOMODA TION! Temtony H ] 3,160 5,259 3,150 G.TPT 5250 70,124.00
ILORA 27 |COMMAUNITY PURPOBER RNIGHT FATROLFRAC - 62,504 [ 162,004 14,508 4,836 T43,640.60
fLoRA 2F  |COMRUNITY FURPOSES NIGHT PATROL - SHED plac T 34,027 ZE 4,077 7130 T3 3207600
(FILORA 52 |COMMAUNITY FURPOSES WOMENS GUARTERS — 127 528,066 15,561 528,066 7,848 [ ®A14200
VUELARL) 7 |COMPAUNITY FURFOBER FORTS FACIUTY (PRE-SCHOOL) CA % 63,700 5,370 3,700 10,110 5270 70.220.00
YUELAML ) TEElBomEnt T 2,500 50 3,500 750 250 7,500.00
NUELAAL 41 |COMAUNITY FURFOBES CREGHE (CUNIC) 50 177,120 1,520 77,120 12.060 A.320 T50.8.40,00
YUELAKL 41 e DEVETopIem 1 7750 2501 7150 7D 250 6.7 5006
VUELAL 42 |COMBMUNITY PURPOBES WOMENE CENTRE Agetd care 2] 134,400 7,450 134,400 22,477 7450 T04,564.00
YUENDUNU 487 |COMMAUNITY FURPOSES [WORENS CENTRE NP It 224 400 807 ¢ 724,400 54,271 BT 152.002.00
VUENDUR 537 |COMBAUNITY PURPOSER 316 711,000 44,231 711,000 132,603 44,231 53407600
YUENDUEA B ™ 150 1,348 a7, 160 3,045 1,345 71200
VUENDURL G537 1 0000 1,500 30,000 4,506 1,500 24,600,000
EU000434 %54 |Apsd Cars BUldng Upgiaos Lajm anu W2,004.13 T2.750.38]  382.004,19 P984 12708, P60.235.36
BU-O004F0 G3F  |Child Care Kilchen Uparade Yoendurmi 2802932 | 1,400 4F I8.029.32 209813 1401, 4% JR 0T
BU0004E] 75 |Spad Cons Ealwonm Upgrads Laremia 30,005.82) 2000.80]  BO.0TRES e 231,55
TOTALS 4,736,878.33 &, 427 289,730 3.880,301.41

Adpmchrognd & and B for Coungl Approwsl of Write off Aoaatz L8-14 (1) PR T T
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Other Lease properties that Council has not applied for a Section 19 or Community Living

Attachment 2

Area Lease over in 2013-14

Attachment B

Other Lease properties that Council has not applied for a Section 19 or Community Living Area Lease over in 201314

Area Annwal eciation seiation | Writen Down

C ommunity Lot Mo, |Tescription por- Fan Vatue| o Seet | Fair vaiue fmrecmen ] i E,___.n. & h‘mss

ETITJERE 18 |eUSINESS 325 115,250 15078 | 410,250.00 a1.005 15475 763,050 |
ATITJERE 1d 1 4,051 mlm.& 403125 804 .25 20875 295625
ATITIERE 06 [COMMUNITY PURPOBES 03 &8,580 2428 | GELGED.O0D 13.287.00 42000 7T0.864.00
FTITIERE 108 T G50 20 BAG0.00 1.260,00 3000 2,730,00

FURAL TR ASAL TTOWN CERTRE 7l

ATITIERE 1064 [COMMUNITY PURPOSES pathye 137 G086 15260 | sososzdo |  assdcea ] sz | adrsezaa

ATITIERE 1028 [COMMUNITY PURFOBES TOILET ELOCKRA; pathways 26 2,360 2236 | 22,360.00 B.708.00 725600 15.416.00 |
ATITIERE TOh iy pesthvveeies 45 58,050 4257 58,050.00 12.771.00 4257 0 41,022.00
A TITIERE 7B iy podlvias 5 58,050 4257 | seaso.o0 12771.00 4,357 by 41,032 60
ATITIERE For __én Fathusays 18 &1,620 2627 | 6102000 7.881,00 2 B2T00 54,412.00
ATITIERE FOD _5 pathisys 18 61,920 2827 61,020.00 7 681.00 62T 0 51,412.00
LAk AU 240 CORFEDRNLIBRARY Balchslor i 1,662,400 46872 | 1,662 400000 140 616,00 AGETEOD | 137481200
LAJARIARU 324 T 5az 238,400 23,040 | 230,400.00 71,820.00 23,040.00 143,640.00

LAJAAEN 11 |[HOUSING - OTHER TORRENGE 5] 158,260 15.626 | 13526280 | 46876705 |  15.606.28 Wa.97 40 |
L AJARAND a2 [HOUSING - OTHER TTOR RGO 728 15 A5 7605 | 11542500 33,085.00 7 505 0 #4,845.00
NYIRRIFT K] WORKEHOP SHIREMauatjua (] 22,070 ZaiT | 22ir0.00 583100 F3TT00 13,662.00
NIRRT I 8] T 2815 288 275,00 862,50 257 50 172500

NYIRRIF] 8 [HOUSING - OTHER VISITORS ACLOMODATION SILVER B 30 13,500 2780 | 1550000 260,00 Z.160.00 2.760,00 |
PIAARA JUTUNTA. 70 AELUTIONS 28 54,300 3430 | 3230000 |  10290.00 140,00 #0,550.00
WILLOW A 7% [COMMUNITY PURPOBES FELUTIONAL AUNDRY 74 23,760 1584 | 25.760.00 3.752.00 156400 17.424.00
VUENDUML [ 527 |INDUSTRIAL OTRER 53 8,215 Bog B.275.00 2.762.50 | 527 50 556600

TS T T ST ST

YUENDURAL 310 [RECREATIONOPEN SPACE  [WYDAC 232 1,672,100 53300 | 167210000 |  1seg0000 | sasenen | 475880000
YUENDURU 370 5 Developmment 7 18,500 500 16,500.00 1,500.00 500,00 16,500,00

VUENDLILY 320 [COMMUNITY FURFOSES ATy 17 114 5,160 3360 | 8516000 13.660.00 550,00 77.820,00 |
YUENDUU 420 ; 1 2,500 750 Z500.00 780,00 250000 1,500.00
YUENDUMU GOD  [COMMUNITY PURPOBES COEF =STOR 217 21,700 4340 21,7 00.00 13,020, 00 2,340.00 4,340,00
VLIER DAL S0 |COMMUNITY PURPOSES COEP - STORE (2) 295 28,500 5,800 20 500,00 17.700.00 & S00O0 5,000.00
VUENDURY EOD  |COMMUNITY FURFQOIES [COEr - WORREHGE L 148500 3880 | 145500.00 14.5§0,00 1.550.00 136,360,00
UENDUMU 500 |COMMUNITY PURPOSES COEF - REGIDENCE 50 52 500 8517 52,5,00.00 19,551.00 5,517 00 26,432.00
YUENDURL So0 ﬁ%- 1 e i T 500,00 2.250,00 5000 4.500,00
U-000456 54 [etnra dusie Hal | 2907 | 46,3827 325867 2,506.91 A0,572.60
L-600510 10% [EDEF RESOURGE CENTRE Aljere 15,006 | 26701083 3600  15,00654 | 26447650
U-D005 18 11 [CDEF Acthy Cantrs Nympl 13.991 | 548.285.08 (%] ATAE140 | dra.gum,ar
U=000331 10% [Hare Range Art Cantre Tod | 118141 T.00 ) 11,120,02
TOTALS 6,480.060.64  T1483888  287,001.45  §,508,230.81

Sttmchment & and B For Councll Approus] of Witty off Azzats 13-14 {2} 1851042004

Page 10

Attachment 2



