MINUTES FOR THE AUDIT COMMITTEE MEETING OF COUNCIL HELD AT THE SHIRE OF UPPER
GASCOYNE COUNCIL CHAMBERS
th
ON WEDNESDAY 28 of AUGUST 2019 8.30am

1.0

DECLARATION OF OPENING/ANNOUNCEMENTS OF VISITORS
The Shire President declared the meeting open at

2.0

am.

RECORD OF ATTENDANCE/APOLOGIES/LEAVE OF ABSENCE (PREVIOUSLY APPROVED)
2.1

Councillors
Cr D Hammarquist
Cr A. McKeough

Shire President
Councillor

Staff
John McCleary
Peter Hutchinson

Chief Executive Officer
Finance Manager

Visitors
2.2

Apologies / Leave of Absence (Previously Approved)
Cr. R.J. Collins

3.0

PUBLIC QUESTION TIME
3.1

Questions on Notice
Nil

3.2

Questions without Notice
Nil

4.0

APPLICATIONS FOR LEAVE OF ABSENCE
Nil

5.0

DISCLOSURE OF INTEREST
Nil

6.0

PETITIONS/DEPUTATIONS/PRESENTATIONS
Nil

7.0

REPORTS OF OFFICERS
7.1

Finance Manager
7.1.1

Asset Impairment Consideration – Liquor Licence

AGENDA ITEM:

7.1.1
Asset Impairment Consideration – Liquor
Licence
N/A
N/A
2.1.1
Peter Hutchinson / Finance Manager

SUBJECT:
PROPONENT:
SITE:
FILE REFERENCE:
AUTHOR:
DISCLOSURE OF INTEREST

Nil

PURPOSE
To present Appendix #1 being the Asset Impairment consideration memo for the write off of the liquor
licence (intangible asset).
BACKGROUND
In accordance with AASB136.9, the local government is required to assess at reporting date whether
there is an indication that an asset is impaired.
Impairment is considered to be an asset that has a carrying amount which exceeds its recoverable
amount. AASB136 defines the carrying amount an asset as “the amount which an asset is recognised
after deducting any accumulated depreciation (amortisation) and accumulated impairment losses
thereon” and defines the recoverable amount of an asset as “the higher of its fair value less costs to sell
and its value of use.”
COMMENT
Management has assessed whether there were any impaired assets as at the reporting date of 30 June
2019 and has decided to impair the Intangible Asset being the liquor licence. A memo with the workings
behind the decision is included in Appendix #1
STATUTORY ENVIRONMENT
Local Government (Financial Management) Regulations
AASB136 – Impairment of Assets
POLICY IMPLICATIONS
Nil
FINANCIAL IMPLICATIONS
Per the advice from the Shire’s accountants RSM Geraldton the write off is a non-cash item and will not
affect the 2019/20 balanced budgets opening position so no adjustments are required to expenditures to
cover it.
The assets on the Balance sheet will be reduced by the write off amount of $96,473.

STRATEGIC IMPLICATIONS
Nil
VOTING REQUIREMENTS
Absolute Majority at Committee
OFFICER RECOMMENDATION/COMMITTEE RESOLUTION
That the Audit Committee:
Receive the Memo from the CEO detailing the Asset Impairment Consideration for the Liquor
License.

Resolution No. A01082019
Moved CR

Seconded CR

CARRIED
7.1.2

Receipt of Interim Audit Management Letter

AGENDA ITEM:
SUBJECT:
PROPONENT:
SITE:
FILE REFERENCE:
AUTHOR:
DISCLOSURE OF INTEREST

7.1.2
Receipt of Interim Audit Management Letter
N/A
N/A
2.1.1
Peter Hutchinson / Finance Manager
Nil

PURPOSE
To present Appendix #2 being the interim Audit Management Letter from the Office of the Auditor
General.
BACKGROUND
An interim independent Audit as required under section 7.9 of the Local Government Act 1995 was
carried out Moore Stephens on behalf of the Office of Auditor General.
COMMENT
A copy of the Interim Management Letter with the Auditors findings and subsequent management
comments has been included in Appendix #2
STATUTORY ENVIRONMENT
Local Government Act 1995 – Division 3 – Conduct of Audit

Audit to be conducted
7.9 (1) an auditor is required to examine the accounts and annual report submitted for audit and. By the
st
31 December next following the financial year to which the accounts and report relate or such later date
as may be prescribed, the prepare a report thereon and forward a copy of that report to –
(a)
(b)
(c)

The mayor or president;
The CEO, the local government; and
The Minister.

POLICY IMPLICATIONS
Nil
FINANCIAL IMPLICATIONS
Nil
STRATEGIC IMPLICATIONS
Nil
VOTING REQUIREMENTS
Absolute Majority at Committee
OFFICER RECOMMENDATION/COMMITTEE RESOLUTION
That the Audit Committee:
Receive the Interim Management Letter from the Office of Auditor General.

Resolution No. A02082019
Moved CR

Seconded CR

CARRIED

8.0

MEETING CLOSURE

The Shire President declared the meeting closed at _____am.
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APPENDIX 1
(Impairment of Liquor Licence)

MEMO
TO:
FROM:
DATE:
SUBJECT:

Audit Committee
Chief Executive Officer
13 August 2019
Asset Impairment Consideration – Liquor Licence

Purpose of this Memo
From review of the Shire’s Non-Current Assets at 30 June 2019, it has been identified that the Liquor
License Intangible Asset may be impaired.
The purpose of this memo is to consider if any impairment indicators are present as required by
AASB136 Impairment of Assets
Background
Impairment
 In accordance with AASB136.9, the local government is required to assess at reporting date whether
there is an indication that an asset is impaired.
 Impairment is considered to be an asset that has a carrying amount which exceeds its recoverable
amount. AASB136 defines the carrying amount an asset as “the amount which an asset is recognised
after deducting any accumulated depreciation (amortisation) and accumulated impairment losses
thereon” and defines the recoverable amount of an asset as “the higher of its fair value less costs to
sell and its value of use.”
The impairment indicators considered by the local government in respect to this assessment included the
following:
Internal factors:
 Evidence of obsolescence or physical damage;
 Significant adverse changes in use or expected use of asset occurred or expected in near future
(including discontinuation or restructure of operations or disposal of assets before expected date); and
 Evidence that economic performance of an asset is worse than expected.
External factors:
 Significant decline in market value of assets (in excess of normal time and use expectancy);
 Significant adverse technological, market, economic or legal changes occurred or expected in near
future; and
 Increases in interest rates or rates of return.

Liquor Licence – Impairment
At 30 June 2019, the Shire recorded as an intangible asset, Liquor Licence of $96,473. This asset relates
to costs incurred by the Shire in the 2013/14 Financial Year in obtaining the initial liquor licence for the
Gascoyne Junction Tourist Precinct (Tourist Precinct).
The Liquor Licence has been recorded at cost in the Shire’s financial statements since this time.
Subsequent to obtaining the licence, the Tourist Precinct has been leased to private operators. The lease
agreements have resulted in the transfer of the Liquor Licence from the Shire to the Lessee.
Successive Lessees of the Tourist Precinct have faced financial challenges and the Shire has written off
rent and outgoings related to the lease. The 2019/20 Budget has provided $65,000 to write off rent and
outgoings in relation to the Tourist Precinct.
The Shire has impaired 100% of the Liquor Licence at 30 June 2019 on the basis that:
1. The licence has been transferred to the lessees of the Tourist Precinct; and
2. The Shire’s 2019-20 budget has provided $65,554 as doubtful debts in relation to rent and
outgoings in relation to the Tourist Precinct.
Materiality
The Shire’s unaudited total revenue at 30 June 2019 is expected to be $24,109,231.
The impairment of the liquor licence of $96,473 represents 0.4% of total revenue. The impairment has
therefore been brought to account at 30 June 2019.
As the impairment of the liquor licence is a non-cash item, the Shire’s net funding position will not be
impacted by the impairment.
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APPENDIX 2
(Interim Audit Results)

