
 

 

 
 

 
 
 
 
  

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           

ITEM NUMBER 7.1 
TITLE Central Desert Regional Council Asset Write-Downs 
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 30th 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 30th 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 30th June 
2014. 

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

 Buildings which have erroneously been included on the asset 
schedule; and 

 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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 The Council only provides services in these buildings because they 
have been contracted to do so; 

 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 

 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.  It is 
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 30th 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 
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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 NF0000 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 
  



Attachment 1 Agency lease properties that Council has not applied for a Section 19  or Community 
Living Area lease over in 2013-14
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Attachment 2 Other Lease properties  that Council has not applied for a Section 19 or Community Living 
Area Lease over in 2013-14
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