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Confidential Minutes of the Audit Committee Meeting of the City of Holdfast Bay held in the Mawson
Room, Brighton Civic Centre, 24 Jetty Road, Brighton on Wednesday 23 August 2017.

14.

ITEMS IN CONFIDENCE

14.1

Loan Receivables (Report No: 290/17)
Motion — Exclusion of the Public — Section 90(3)(d) Order

1 That pursuant to Section 90(2) of the Local Government Act 1999 Audit
Committee hereby orders that the public be excluded from attendance at
this meeting with the exception of the Staff in attendance at the meeting
in order to consider Report No: 290/17 Loan Receivables in confidence.

2. That in accordance with Section 90(3) of the Local Government Act 1999
Audit Committee is satisfied that it is necessary that the public be
excluded to consider the information contained in Report No: 290/17
Loan Receivables on the following grounds:

d. pursuant to section 90(3)(d) of the Act, the information to be
received,discussed or considered in relation to this Agenda Item
is commercial information of a confidential nature (not being a
trade secret) the disclosure of which could reasonably be
expected to prejudice.the commercial position of the person
who supplied the information, as this would prejudice the
commercial position who supplied the information.

In addition, the disclosure of this information would, on balance,
be contrary to the public interest. The public interest in public
access to the meeting has been balanced against the public
interest in the continued non-disclosure of the information. The
benefit to the public at large resulting from withholding the
information outweighs the benefit to it of disclosure of the
information.

3. The Audit Committee is satisfied, the principle that the meeting be
conducted in a place open to the public, has been outweighed by the need
to keep the information or discussion confidential.

Moved Mr Spadavecchia, Seconded Mr Wood Carried

In order to complete the financial statements for the year ended 30 June 2017 an
assessment is required of community loans that are owed to Council and whether
there is any objective evidence that they will not be fully repaid. This assessment has
been done and it is presented to the Audit Committee for review.



City of Holdfast Bay

CONFIRMED

CHAIRMAN

2 Confidential Audit Committee Minutes 23/08/17

Motion
That the Audit Committee advises Council that:

1. it has received and considered an assessment of community loans
receivable as at 30 June 2017;

2. the current impairment amount of $400,000 be increased by $117,780 to
$517,780 for impairment of community loans receivable as at 30 June
2017;

3. in accordance with Accounting Standards the impairment amount be

reviewed and updated annually.
Moved Mr Tu, Seconded Mr Wood Carried

RETAIN IN CONFIDENCE - Section 91(7) Order

That having considered Agenda Item 14.1 Loan Receivables (Report No: 290/17) in
confidence under section 90(2) and (3)(d) of the Local Government Act 1999, the
Audit Committee, pursuant to section 91(7) of that Act orders that the report,
attachments and minutes be retained in confidence for a period of six months and
the Chief Executive Officer is authorised to release the documents when the
Audited Financial Statements are presented to Council.

Moved Mr Spadavecchia, Seconded Mr Wood Carried

25 October 2017
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Recommendation — Exclusion of the Public — Section 90(3)(d) Order

1 That pursuant to Section 90(2) of the Local Government Act 1999 Audit Committee
hereby orders that the public be excluded from attendance at this meeting with the
exception of the Staff in attendance at the meeting in order to consider Report No:
290/17 Loan Receivables in confidence.

2. That in accordance with Section 90(3) of the Local Government Act 1999 Audit
Commiittee is satisfied that it is necessary that the public be excluded to consider the
information contained in Report No: 290/17 Loan Receivablesion the following
grounds:

d. pursuant to section 90(3)(d) of the Act, t

information of a confidential nature (
of which could reasonably be expe

In addition, the disclosu
to the public interes

uld, on balance, be contrary
public access to the meeting has

3. i i principle that the meeting be conducted in a
place open to i outweighed by the need to keep the information
or discus




City of Holdfast Bay AC Report No: 290/17

Item No: 14.1

Subject: LOAN RECEIVABLES

Date: 23 August 2017

Written By: Manager Finance

General Manager: Business Services, Mr R Bria
SUMMARY

the Audit Committee for review.

RECOMMENDATION

That the Audit Committee advises Council th

1. It has received and consid
June 2017.

der section 90(2) and (3)(d) of the Local Government Act 1999, the Audit
e, pursuant to section 91(7) of that Act orders that the report, attachments
utes be retained in confidence for a period of six months and the Chief
Executive Officer is authorised to release the documents when the Audited Financial
Statements are presented to Council.




City of Holdfast Bay AC Report No: 290/17

COMMUNITY PLAN

Culture: Being financially accountable
COUNCIL POLICY

Not Applicable.

STATUTORY PROVISIONS

Local Government Act 1999
Local Government (Financial Management) Regulations 2011

BACKGROUND

,386 referring to
loans receivable from community clubs. With the e Football Club all

community clubs are meeting their principal and i

In order to finalise the financial sta
receivable amount will be realised.

REPORT

Background - Glenelg Fo Loans

In 2001 Council ente n eement with the Glenelg Football Club under which the
Council to fund its building redevelopment and upgrade
loan by borrowing from the Local Government Finance Authority
ub on identical terms (ie. a ‘back-to-back’ loan).

ipal and interest payments up to October 2012 at which point the Club
approa il to restructure its loans including a 2-year interest-only term. The following
key dates cil decisions summarise the response to the Club requests and developments
since that time:

o 11 December 2012 - Council agreed to re-structuring the loans by providing a 24 month
interest-only term.

o 27 August 2013 - Council noted the on-going financial performance strategies to
improve the Club and resolved to advance new loans up to $500,000.

. 14 October 2014 - Council resolved to continue interest only repayments on existing

loans for a further 24 month period.



City of Holdfast Bay AC Report No: 290/17

o 8 March 2016 the Club met with Council regarding its financial position, forecast SANFL
proceeds from sale of the AAMI Stadium Precinct Land and a proposal to reduce the
loan amount owing to Council key decisions were as follows:.

- Council agreed to work with the Club to restore its longer term financial
viability while mindful of discharging its obligations to its ratepayers.

- Council considered that any further debt reduction was unacceptable and
proposed the appointment of an independent investigative accountant to
assist the Club and Council to fully understand the Club’s financial position and
obligations.

- Council also sought assurance that the SANFL proceed
AAIVII Stadium Precinct Land would be applled to rep

rom the sale of the
Council loans. A

considerations and actions (as above),
complex.
o September 2016 - Ietter received from the Cl

Ferrier as an investigative account
. 25 October 2016 - Council recei

the determination of t
. 31 October 2016 —
An impairment a )
o 22 November d report (285/16) which included the BRI-Ferrier
(independent i i ant). Key decisions were as follows (refer minute

I’'s secured debt, and the Club’s debt demolition campaign funds be
pplied to repay the ANZ.
- ouncil negotiate a sharing arrangement of further SANFL proceeds with the
ANZ in the proportion of 4/5 to Council and 1/5 to the ANZ.

o 13 December 2016 — Council considered correspondence from the Club and reduced the
lease payment amount to $40,000 for 3 financial years to 31/10/19.
24 January 2017 — Council considered responses from the Club and the ANZ in relation
to debt reduction. Key decisions were as follows (refer minute C240117/644 for full
details):

- Council re-affirms its commitment to support the Glenelg Football Club in its
objective of long-term sustainability.
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- That Council’s CEO and agents negotiate the first tranche of the SANFL
proceeds on a 2/3 to Council (ie $108,000) and 1/3 to ANZ Bank (ie $54,000).

- That Council’s CEO negotiate future SANFL proceeds to be applied on a 4/5
Council, 1/5 ANZ — in the event that this could not be reached within 6 weeks
the repayment basis be 2/3 Council and 1/3 ANZ.

o 1 and 2 February 2017 — Council received $108,000 being first tranche of the SANFL
distribution based on a 2/3 Council, 1/3 ANZ split.
o 10 May 2017 — The Club wrote to Council seeking additional support to continue the

delivery of its service to the community including agreement to pay 2/3 of the SANFL
proceeds over the next 6 years.
o 16 May 2017 — Council workshop to consider response to letter,
strategy — facilitated by BRI -Ferrier.
. 23 May 2017 — Council formally considered a response to th
as follows (refer minute C230517/787 for full details);

tions and future

Council agent in achieving negotiat
- Council accept a SANFL dividend

October 2019 not be cha
- The Club’s ability top
2019).
- Loan princip
dividend i

ets including loan receivables. Impairment means the carrying amount
the amount that is expected to be recovered. Providing for impairment
does n ite-off or debt waiver has occurred as it is a provision only and will continue
to be revie ouncil.

The standard requires an assessment at the end of each reporting period as to whether there is
an objective evidence that a financial asset is impaired. The amount is therefore reviewed
annually in conjunction with preparing the general purpose financial statements. AASB 139 para.
59 states that a financial asset is impaired only if there is objective evidence of impairment as a
result of one or more events that have occurred after the initial recognition of the asset.

As part of the finalisation of the 2015/16 financial statements the Audit Committee reviewed the
loan receivable amount for the Glenelg Football Club. The committee noted that at that time two
main events had occurred that met the requirements of the accounting standard. These were
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evidence of significant financial difficulty and the granting of financial concessions at the request
of the Club. After considering a number of assumptions the amount impaired at that time was
$400,000.

Glenelg Football Club — 2016/17 Loan Receivable Assessment
The amounts owed by the Glenelg Football Club are recorded in the financial statements of
Council as a financial asset. As at 30 June 2017 the total amount recorded as owing from the Club

is $2,196,589 with an impairment provision of $400,000.

that were made in
e Club to ensure

A number of events have occurred during 2017/18 that alter the assumpti
the 2015/16 review. They indicate significant financial support by Council t
its sustainability. It was previously assumed that the Club would be
repayments from its own funds. Council’s financial commitments and

long term sustainability.
o Council approved a reduced annu
equating to an annual reduction o
Council received $108,000 from

duction.
terest (approximately 7%) fixed term loans and

rged until after the final SANFL distribution has expired in October
be reviewed at that time.

o The Club will be in existence for at least the next 16 years in order to receive the SANFL
Land Divestment proceeds and make loan repayments on existing loans.

o The Club will be financial viable and meet the SANFL requirements for a consolidated
operating surplus before depreciation of $100,000 per annum.

o Proceeds from the SANFL Land Divestment Fund will be applied to repaying Council debt
in accordance with the Deed of Priority and agreed SANFL arrangements.

. All existing loans with the club that are due for review in 2022/23 will be refinanced over
ten years at the current LGFA CAD variable interest rate (currently 3.75%).

o The Club will commence principal repayments on remaining loans after all the SANFL

proceeds have been distributed and applied.
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o Interest only payments will be negotiated from 2019/20 until 2022/23.
o No additional loans will be advanced to the Club from Council to maintain the Club’s

financial viability noting that while the Council is committed to supporting the Club it
has not yet determined its future lending strategy to the Club.

SANFL - Land Divestment Timings

The SANFL has advised the Club of the timing of the remaining Land Divestment payments as
per the following table.

Payment Date Amount 2/3 Council Sha
October 2017 $250,000 $166,667
October 2018 $275,000 $183,333

October 2019 $275,000 $183,333
October 2020 $300,000

October 2021 $350,000

October 2022 $300,000

Total $2,000,000

The impairment amount is calculated b g i ce between the carrying amount
of the loans, and the present value o i C lows discounted at the loan’s original

AASB 136 para. 33
reasonable and that represent management’s best estimate of the range

over the remaining useful life of the asset need to be made.

odel has been prepared based on the updated assumptions listed above using
ive interest rate of 6.66%. The assumptions represent management’s best
economic conditions including Land Divestment payment timings. They
also ass e Club is able to make future principal and interest repayments as they arise.
ill be tested when loan repayment negotiations occur in the future. For interest
payments this will be in 2019/20 and for principal payments 2022/23.
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The following model has been prepared to determine the impairment amount:

Interest

payable on SANFLLand
FINANCIAL existing Divestment Club principal
YEAR loans Funds repayments TOTAL
2017/18 - $166,667 $0.00 $166,667
2018/19 - $183,333 $0.00 $183,333
2019/20 $52,130 $183,333 $0.00 $235,464
2020/21 $60,542 $200,000 $0.00 4  $260,542
2021/22 $51,792 $233,333 $0.00 W,.$285,125
2022/23 $19,311 $200,000 sa2,0@B,.  $262,224
2023/24 $36,192 - 488,265, N $120457"
2024/25 $32,851 - 559,606 §, 7S94, 157
2025/26 $29,383 - M sos0mg & $124,456
2026/27 $25,785 o 98,6720, © $124,457
2027/28 $22,049 - N\ s10:407 ® 8124456
2028/29 $18,173 - N\5106,783 $124,456
2029/30 $14,150 47 N S110,306 $124,456
2030/31 $9,97 G o N\ siTh4s1 $124,456
2031/32 $5,642mmm. N - Ns118815 $124,457
2032/33 s, N P 61,100 $62,245
Original effectiveinter‘ra& \ A4 6.66%
NetPresentValue 47 W & 2 $1,678,809
less Principal Outstapding 30 Nine N -$2,196,589

Impairment am\tv \ -$517,780

The model 4
$400,000 in

BDO have been advised of the changed assumptions and updated
greement with the calculation and have advised that if Council were to

BUDGET

This report is recommending an increase to the impaired amount by $117,780. This will affect the
2016/17 operating result in the Statement of Comprehensive Income with an equivalent increase
in the provision for impairment reducing the loan receivables amount in the Statement of
Financial Position.
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LIFE CYCLE COSTS

While there are no direct life cycle costs an annual assessment of impairment of loans receivable
is required under Australian Accounting Standards.
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