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1 CORPORATE AND COMMUNITY SERVICES 

1.1 RURAL FIRE SERVICE ASSETS 

TRIM Number: R22/182 

Author: Director - Corporate and Community Services  

  

PURPOSE 

To provide Council with information from the Auditor General, Office of Local Government and LG 
NSW. 

To seek direction on the inclusion or exclusion of Rural Fire Service (RFS) red fleet assets in 
Council’s Infrastructure, Property, Plant & Equipment register. 

SUPPORTING INFORMATION 

Letter from NSW Auditor General, response from Office of Local Government and email from LG 
NSW are attached. 

BACKGROUND 

The Department of Planning, Industry and Environment (inclusive of the Office of Local Government) 
confirmed in the ‘Report on Local Government 2020’ (tabled in Parliament on 27 May 2021) its view 
that rural firefighting equipment is not controlled by the NSW Rural Fire Service. 

In 2020/21 FY, 68 councils did not record rural firefighting equipment in their financial statements 
versus 41 councils who did record them. 

Intentus, our auditors, sent an email on 27 June 2022 stating the Audit Office believes RFS assets 
which exceed the capitalisation threshold of $10,000 should be included in Council’s financial 
statements. 

ISSUES AND COMMENTS 

The Auditor General (AG) believes Council through application of clause 119 (2) of the Rural Fires 
Act 1997 NSW, all firefighting equipment purchased or constructed wholly or partly from money to 
the credit of the Fund is to be vested in the council of the area for or on behalf of which the firefighting 
equipment has been purchased or constructed. They are relying heavily on the term vested. There 
is no definition of vested under the Rural Fires Act 1997. The common Oxford dictionary meaning of 
vested is to confer property, permanently and inalienably. 

The AG letter fails to mention that clause 119 (3) of the Rural Fires Act 1997 NSW states “council 
must not sell or otherwise dispose of any firefighting equipment purchased or constructed, without 
the written consent of the Commissioner”.  

The sale proceeds of RFS assets are deposited into Council’s bank account initially. Any costs of 
sale such as advertising incurred by Council can be retained with the balance going to the RFS. 

Accounting Standard AASB 116 Property, plant & equipment requires council to recognise an asset 
if it is probably economic benefits (which can be through the use of the RFS assets) will flow to 
Council and the cost can be reliably measured. It is likely RFS assets will meet this definition.  

The Office of Local Government Code of Accounting Practice and Financial reporting 2021/2022 
states Councils need to assess whether they control any rural firefighting equipment in accordance 
with Australian Accounting Standards and recognise in their financial statements any material assets 
under their control.  

The RFS assets may have been given to Council but does Council control them and is their value 
material? 
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Control requires Council to have the power to make all the important decisions. Council has no say 
in what RFS equipment is purchased, when it is purchased, which brigade it is allocated to or when 
to sell the equipment.  

 

Accounting standard ASSB 101 Presentation of Financial Statements defines materiality. 
Information is material if omitting, misstating or obscuring it could reasonably be expected to 
influence decisions of the users of the financial statements. Council assesses whether information, 
either individually or in combination with other information, is material in the context of its financial 
statements taken as a whole. 

Based on Councils Infrastructure, Property, Plant & Equipment assets as at 30 June 2021, the 
inclusion of the RFS assets (on the list supplied) would not be material. However, based purely on 
the class of plant & equipment, it will be material. It is difficult to know how the AO will assess this. 

The issue of RFS assets was discussed at the 9 February 2022 Audit, Risk and Improvement 
Committee (ARIC) meeting. The ARIC Chair disagrees with RFS assets inclusion and recommended 
Council does not include the assets.  

Council’s adopted Asset Accounting Policy states “Council will assess whether they have control 
over rural fire service assets. Where control is demonstrated, council will recognise in its financial 
statements rural fire service assets that meet asset recognition thresh holds.  
 
Council has been provided an interim list of red fleet assets with purchase costs and depreciation as 
at 30 June 2021. This list has not been verified via a stock take and is 12 months out of date. We 
had an online meeting with the District Manager of the RFS Mid Lachlan this week. They have 
advised they can supply a list of assets, their location, purchase costs, an estimate of their sale price 
and their opinion on the condition of the assets. They have not completed a stocktake. It is unlikely 
Council could complete a stocktake and have an independent condition assessment performed on 
these assets in time for the completion of the financial statements. 

FINANCIAL AND RESOURCE IMPLICATIONS 

If the RFS assets are included, this will mean increased depreciation costs, estimated to be at least 
$550,000 as well as recording any gain or loss on disposal of the assets in Council’s financial 
statements.  As Council is already projecting a sizeable operating deficit (nearly $1.9m), this would 
worsen our financial position. It is important to note depreciation is not a cash expense. Depreciation 
is meant to allow for the replacement of the asset. Given RFS assets are vested (given to) Council, 
this does not seem appropriate. 

LEGAL IMPLICATIONS 

If Council choses to exclude the Rural Fire Service assets, the NSW Audit Office (AO) may issue a 
modified (qualified) audit opinion on the 30 June 2022 financial statements. This would be on the 
basis that the AO believes Council is in breach of the Accounting Standards. 

If Council chose to include RFS assets but did not perform a stocktake and/or a condition 
assessment, a modified (qualified) audit opinion would most likely be the result.  

Audit opinions of NSW Councils, whether they be unmodified (the result we want) or modified 
(qualified) are reported to the NSW Parliament and on the NSW Audit Office website via the annual 
Report on Local Government. 

RISK IMPLICATIONS 

Legislative risk – if the AO believes Accounting Standards have been breached. Risk of a qualified 
audit opinion. 

STAKEHOLDER CONSULTATION 

Rural Fire Service District Manager Mid-Lachlan. 
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NSW Audit Office 

LG NSW 

Office of Local Government 

Intentus, Councils external auditors 

Audit, Risk and Improvement Committee  

OPTIONS 

1. Exclude RFS assets from Council’s asset register on the basis that Council does not control 
the assets, and/or they are not material. 

2. Include RFS assets on Council’s asset register. 

CONCLUSION 

Council to consider the position of LG NSW, the NSW Audit Office and the Office of Local 
Government with regards to the exclusion or inclusion of RFS assets in the Council’s financial 
statements. Council should consider whether control and materiality requirements are met. In 
addition, it should consider the impact on Council’s financial statement audit opinion if it chooses to 
exclude the RFS assets. 

LINK TO POLICY AND / OR COMMUNITY STRATEGIC PLAN 

Community Strategic Plan - 4.2 Strong Effective Responsive Council. 

4.2.1 Council is financially sustainable and provides services at a level expected by the community. 

 

ATTACHMENTS 

1. Letter from the Auditor-General to GMs - RFS Assets ⇩   
2. Office of Local Govt response to Auditor General 070622 ⇩   
3. LG NSW email to Council re Rural Fire Service assets ⇩    
 

RECOMMENDATION 

That Council: 

1. Formally receive and note the Director Corporate and Community Services report 
R22/182. 

2. Support the direction of Local Government NSW and not record Rural Fire Service assets 
in Council’s financial statements, acknowledging that Council may receive a modified audit 
opinion on its 30 June 2022 Financial Statements if it takes this position.  
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