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7 REPORTS TO COUNCIL 

7.1 DRAFT FINANCIAL STATEMENTS 2018-2019 

Author: Amanda Barber, Manager Finance 

Authoriser: Trish Kirkland, Director Corporate Services  

  

RECOMMENDATION 

That Council  

1. Adopt the Draft Financial Statements 2018-19 incorporating the General Purpose Financial 
Statements, Special Purpose Financial Statements and Special Schedules 

2. Approve the signing of the “Statement by Councillors and Management” in accordance with 
Section 413(2)(c) of the Local Government Act 1993 and Clause 215 of the Local 
Government (General) Regulation 2005 in relation to the Financial Statements 2018-19.  

3. Delegate to the General Manager the authority to submit the Financial Statements to the 
Office of Local Government and the Australian Bureau of Statistics. 

4. Exhibit the Financial Statements and Auditor’s Reports and call for public submissions on 
those documents with submissions closing on 29 November 2019 in accordance with Section 
420 of the Local Government Act 1993. 

5. Note that the Audited Financial Statements and Auditor’s Reports will be presented to the 
public at the Ordinary Meeting of Council scheduled for 19 December 2019 in accordance 
with Section 418(1) of the Local Government Act 1993.  

 

BACKGROUND 

The Draft Financial Statements 2018-2019 have been prepared and been subjected to external 
audit.  This report recommends to Council the adoption of the Draft Financial Statements 2018-
2019 and the completion of the statutory steps outlined in Section 418 to 420 of the Local 
Government Act 1993. 

Prior to finalising the audit, draft Financial Statements 2018-19 were also considered by the Audit, 
Risk and Improvement Committee Meeting held on 24 October 2019. 

The auditor, being the NSW Auditor General (represented by Michael Kharzoo from the NSW Audit 
Office) and Dannielle MacKenzie from their representative firm Crowe Australasia, an affiliate of 
Findex (Aust) Pty Ltd, were present at the Audit, Risk and Improvement Committee to provide an 
overview of the audit status and draft Financial Statements, and to answer questions from the 
Committee. 

The Financial Statements and Auditor’s Reports are a statutory requirement and provide 
information on the financial performance of Council over the previous financial year period. 

Council should place emphasis on the Auditor’s Client Engagement Closing Report contained at 
Confidential Attachment 4 relating to the Draft Financial Statements 2018-2019, as it provides 
some analysis of Council’s financial operations overall and highlights the trends of major items 
within the Financial Statements. 

The Draft Financial Statements 2018-2019 provided in the attachments are broken down into three 
sections being: 

 General Purpose Financial Statements – Attachment 1 
 Special Purpose Financial Statements – Attachment 2 
 Special Schedules – Attachment 3 

 

Brief explanations for each of these items are as follows. 
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General Purpose Financial Statements  
These Statements provide an overview of the operating result, financial position, changes in equity 
and cash flow movement of Council as at 30 June 2019 on a consolidated basis with internal 
transactions between Council’s General, Water and Sewerage Funds eliminated. The notes 
included within these reports provide details of major items of income and expenditure with 
comparisons to the previous financial year. The notes also highlight the cash position of Council 
and indicate which funds are externally restricted (i.e. may be used for a specific purpose only), 
and those that may be used at Council’s discretion. 

Special Purpose Financial Statements 
These Statements are a result of the implementation of the National Competition Policy and relate 
to those aspects of Council’s operations that are business orientated and compete with other 
businesses with similar operations outside the Council.  

Mandatory disclosures in the Special Purpose Financial Reports are Water and Sewerage.   

Additional disclosure relates to Council business units that Council deems ‘commercial’.  In this 
regard, commercial business units must also be classified into the following categories: 

 Category 1 – operating turnover is greater than $2million 
 Category 2 – operating turnover is less than $2million 

 

During the reporting period, Council had no commercial business units operating. 

Another feature of the Special Purpose Financial Reports is to build in taxes and charges where 
not physically incurred into the financial results to measure the results in the sense of a level 
playing field with other organisations operating similar businesses, who are required to pay these 
additional taxes and charges.  These taxes and charges include: 

 Land tax – Council is normally exempt from this tax so notional land tax is applied. 
 Income tax – Council is exempt from income tax and in regard to these reports, company 

tax.  Any surplus generated has a notional company tax applied to it. 
 Debt guarantee fees – Generally due to the low credit risk associated with Councils, 

Councils can often borrow loan funds at lower interest rates then the private sector.  A debt 
guarantee fee inflates the borrowing costs by incorporating a notional cost between interest 
payable on loans at the interest rate borrowed by Council and one that would apply 
commercially. 
 

In regard to the Special Purpose Financial Reports, these are prepared on a non-consolidated 
basis or in other words grossed up to include any internal transactions with the General Fund. 

Special Schedules  
These schedules are prepared essentially for use by the Australian Bureau of Statistics, the NSW 
Grants Commission, the Office of Local Government, and are primarily used to gather information 
for comparative purposes.  

Special Schedules 3 to 6 are also used by the NSW Office of Water in analysing the performance 
of the Water and Sewer Funds and are also non-consolidated and grossed up including internal 
transactions.  

Special Schedule 7 provides an approximate value of what funds are needed for the maintenance 
and renewal of Council assets in comparison to what is currently allocated in the budget.  

Special Schedule 8 is also included, which is a disclosure regarding Council’s compliance with 
General Rate revenue raising and rate pegging.  Special Schedule 8 is also subject to separate 
external audit aside from the financial statements 

ISSUE/DISCUSSION 

Council’s auditors, The Auditor General of NSW (NSW Audit Office) and their representative firm 
Crowe Australasia, an affiliate of Findex (Aust) Pty Ltd, have completed their audit of the Draft 
2018-19 Financial Statements.  
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All matters identified during the audit have been adjusted and included (if required) in the Financial 
Statements 2018-2019 contained at Attachments 1, 2 and 3.  

The Auditor’s Engagement Closing Report is contained at Confidential Attachment 4, and the 
draft Conduct of Audit report is contained at Attachment 5. 

 An Engagement Closing Report (Attachment 4) 

This report outlines audit issues and outcomes as a result of the audit process, and also 
lists outstanding matters still requiring attention. Given the nature of this report, it has been 
included as a Confidential Attachment. 

 A report on the Conduct of the Audit (Attachment 5)  

Please note that this is a draft and will not be finalised and issued until the Audit Office 
receive Council’s adopted and signed financial statements on 31 October. 

This draft report states the financial statements have been audited with an opinion. For the 
year ended 30 June 2019 the opinion is unmodified.  In addition, this report outlines audit 
issues and observations, and an analysis of the major aspects of the financial statements.  

Operating Result with Capital Grants 

The 2018-19 financial year saw an improvement in the operating financial result of Council.  
Overall Council recorded a $12.2m surplus compared to a $3.4m surplus in the previous financial 
year.  This represents a positive change of $8.8m between financial years.  This result 
incorporates the recognition of capital revenues such as capital grants and contributions for 
specific purposes and asset dedications including:    

NSW Rural Fire Service     $4.1m      

New Council Implementation Funding   $1.6m 

Merger Funding - Stronger Communities   $6.2m 

RMS Contributions      $2.0m 

 

 

3.363 

12.175 

2018 2019

Net operating result for the year $M
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Please see Note 3e and Note 23 of Attachment 2 for further details. 

 

Operating Result before capital grants 

A more important indicator is the operating result before capital grants and contributions.  This 
result for Council was a surplus of $2.2m in 2018-19 compared to a surplus of $2.7m in the 
previous financial year, representing a decrease of $0.5m between financial years. 

    

 

 

1.054 1.092 1.217 

10.196 

0.964 1.015 

 General  Water  Sewer

Net operating result for the year $M by fund

Net operating result for the year 2018 Net operating result for the year 2019

2.729 

2.155 

2018 2019

Net operating result for the year before grants and 

contributions provided for capital purposes $M
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The graphs below are a quick summary of the key results by fund for the 2019 year, more detailed 
breakdown figures can be found in Note 23 of Attachment 1. 

 

 

General fund performance  

General fund refers to all of Council’s activities expect for its water and sewer activities which are 
listed separately. The overall operating result before capital funding was a surplus of $2.2m and 
but approximately only 14% was explained by the general fund. When comparing results, it is 
important to note that a consolidated position has the strong performance of the water and sewer 
fund masking the performance of the general fund. Note the operating grant value received in the 

0.491 

1.056 

1.182 

0.298 

0.908 
0.949 

 General  Water  Sewer

Net Operating result for the year before grants and 

contributions provided for capital purposes $M by fund

Net operating result for the year before grants and contributions provided for capital purposes

2018
Net operating result for the year before grants and contributions provided for capital purposes

2019

General  , $ 0.298 

M, 14%

Water , $ 0.908 M, 

42%

Sewer , $ 0.949 M, 

44%

Net operating surplus $M before grants and 

contributions provided for capital purposes 2019 by fund

 General  Water  Sewer
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general fund (without matching expenditure) – being the $1.6m in additional New Council 
Implementation Funding (NCIF merger funding) and the difference this has made to the operating 
performance. Moving forward, it is necessary for Council to keep a tight control of the general fund 
expenditure. 

  

 

Balance Sheet 

Council’s net assets total $438.3m.  

The largest class of assets is roads, followed by buildings, water and sewer. 

Council holds total cash, cash equivalents and investments $48.5m.  Approximately $20.9m is held 
in internally restricted reserves and $16.9m is held in externally restricted reserves. 

 

 

Major changes between financial years 

If reference is made to the Income Statement of the General Purpose Financial Reports at 
Attachment 1, the following Table 1 indicates the major changes between 2018-19 and the 
previous financial year by line item: 

  

22.26 

3.80 

3.36 

21.96 

2.90 

2.42 

 General

 Water

 Sewer

Income & Expenditure $M before grants and 

contributions provided for capital purposes 2019 by fund

Total Expenditure from operation Total Income from operation

358.470 

5.629 

352.841 

46.165 

0.005 

46.160 39.456 

0.144 

39.312 

Total Assets Total Liabilities Total Equity

Balance Sheet $M

 General  Water  Sewer
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Table 1 – 2018-2019 Income Statement Major Changes between financial years 

 

Item 

Change 
between 
2018-19 

and 
2017-18 

$’000 

Change 
Outcome 

Comment 

 
Income 
Rates & Annual Charges $216 Increase Reflects imposition of rate peg increase for 2018-

19 of 2.3% and changes in annual charges from 
Council’s adopted 2018-19 Revenue Policy 

User Charges and Fees $806 Increase  Major changes include $585K increase RMS 
charges for works conducted on roads not 
controlled by Council.  Further information is 
available in Note 3(b) in Attachment 2. 

Interest and Investment 
Revenue 

$126 Increase  Slight increase in revenues despite a further 
decline in interest rates.  This reflects an 
improved cash position due to an increase in 
capital grants.   

Other Revenues $34 Increase A variety of non-material factors have made up 
this number.  See Note 3(d) in Attachment 2. 

Grants & Contributions – 
Operating 

$1,050 Increase  This was primarily a merger funding operational 
grant. 

Grants & Contributions – 
Capital 

$9,386 Increase  Major increases in Capital grants were $3,400k 
for RFS and $6,186k for stronger communities 
and stronger country communities funding. 

Net Share of interests in 
joint ventures and 
associates 

$53 Increase Specific details are contained in Note 14 to 
Attachment 2 

Total Income Change $11,671 Increase   
 

Expenditure 
Employee Benefits and 
Oncost 

$363 Increase  Decreased salary and wages $198k. Decreased 
superannuation of $46k. There was a decrease of 
$27k of employee capitalised costs.  These 
decreased were offset by an increase in 
Employee leave entitlements of $447k. 

Borrowing Costs -$5 Decrease All borrowings have now been repaid. 

Materials & Contracts $982 Increase The need to expend merger funding grants 
reflects greater expense in raw materials and 
consumables of $242k. There was an increase in 
agency / project temporary staff of $406k, 
increase in legal expenses of $60k, operating 
lease expenses decreased $186k as Council paid 
out all leases. 

Depreciation & 
amortisation 

$837 Increase Major change is due to roads $439k increase, 
buildings $102k increase and sewerage & water 
supply networks increase of $179k. These 
increases are primarily driven by the 
harmonisation of different asset life assumptions 
between Conargo and Deniliquin Council.  Refer 
note 4(d). 

Other Expenses -$261 Decrease Overall decrease - there were variations in line 
items as disclosed at Note 4(e) in Attachment 2.  

Net Losses from Disposal 
of Assets 

$942 Increase Reflection of the written down value of 
infrastructure assets at the end of financial year. 
Main impact due to roads that required 
replacement before being fully written down.   
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Item 

Change 
between 
2018-19 

and 
2017-18 

$’000 

Change 
Outcome 

Comment 

Total Expenditure 
Change 

$2,858 Increase    

  
  

  
Change in Result $8,813 Increase  Improved operating result for the 2018-19 

compared to 2017-18. 
 

Performance ratios 

Following on from the operating result, there are performance ratios disclosed at note 24 to the 
General Purpose Financial Statements and in Special Schedule.  These ratios have been derived 
following the financial assessments undertaken by NSW Treasury Corporation on all NSW 
Councils 2012 and are now incorporated into the Code of Accounting Practice and Financial 
Reporting that determines the content of Council’s Financial Statements.   

These ratios also have trend graphs and all look to be presenting either a stable or improving 
result, with the exception of the Own Source Revenue ratio.  This ratio has been negatively 
impacted by the receipt of additional NSW Government Merger Funding – representing an 
increase in external funding. 

Asset Value 

On instruction of the NSW Auditor General, recognition of Crown Lands has been taken up in 
Councils Balance Sheet.  This has been done via a restatement of the prior year’s Accumulated 
surplus in the Financial Statements. Please see Note 12(a) in Attachment 1. This had the impact of 
increasing Assets as well as Equity by approximately $10m.  The remainder of Council assets 
have not been revalued since 2015.  A full revaluation of all asset classes is underway for the 
2019-20 year.   

Cash and Investments 

As at 30 June 2019 Council help $48.47m in cash and investments.  This was an increase by 
$4.23m over the previous year.  Of this amount $10.70m was unrestricted, $16.90m had external 
restrictions and $20.87 had internal restrictions. 

Receivables  

Receivables have decreased from $4.49m in 2017-18 to $3.61m in 2018-19.  This was primarily 
due to the repayment in full of a $746k loan made to Dongmun Greentek to support the 
development of an ethanol plant.   

Payables and Provisions 

Total payables increased from $1.35m to $2.34m 2017-18 to 2018-19 (or $993k).  Material items 
were: Payment owing for Goods and Services rose by $427k for operating expenditures and by 
$346k for capital expenditures.  ‘Other expenditure accruals’ also rose by $212k.  These were 
partially offset by a fall in accrued expenses from salaries and wages by $171k. 

See Note 10 in Attachment 2 for additional information.  

Loan Borrowings 

All Council loans were repaid in 2018-19.  This totalled $2.54m.  Council had zero debt at 30 June 
2019. 

Liquidity 

Council’s balance sheet indicates net current assets of $46.98 million.  It is on this basis, in the 
opinion of the Responsible Accounting Officer, that the short-term financial position of Council 
remains in a satisfactory position and that Council can be confident it can meet its payment 
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obligations as and when they fall due.  That is, there is no uncertainty as to Council being 
considered as a ‘going concern’.  In addition, Council’s cash expense cover ratio is out to 30.62 
months whereas the minimum benchmark is 3 months.  Council substantially exceeds this 
benchmark. 

Council’s Unrestricted Current Ratio has improved to 11.92, demonstrating Council has $11.92 in 
unrestricted current assets compared to every $1.00 of unrestricted current liabilities.  

STRATEGIC IMPLICATIONS 

Nil 

COMMUNITY STRATEGIC PLAN 

 5 - A community working together to achieve its potential 

 5.3 - Our local government is efficient, innovative and financially sustainable 

 5.3.1 - Deliver sustainable financial management 

 5.3.1.2 - Monitor and accurately report on Council’s financial position in accordance 
with Local Government Act requirements. 

FINANCIAL IMPLICATIONS 

There are no direct financial implications associated with this report as the report does not involve 
any future expenditure of Council funds, but it is a report advising the financial outcomes of Council 
during the 2018-2019 financial year.  

LEGISLATIVE IMPLICATIONS 

Section 413(2)(c) of the Local Government Act 1993 and Regulation 215 of the Local Government 
(General) Regulation 2005 requires Council to specifically form an opinion on the financial 
statements.  Specifically, Council needs to sign off an opinion on the Financial Statements 
regarding their preparation and content as follows: 

 the Financial Statements have been prepared in accordance with the: 

 Local Government Act 1993 (as amended) and the Regulations made thereunder. 

 Australian Accounting Standards and professional pronouncements. 

 Local Government Code of Accounting Practice and Financial Reporting. 

1.  
 the content to the best of knowledge and belief: 

 Present fairly the Council’s operating result and financial position for the year. 

 Accord with Council’s accounting and other records. 

 Management is not aware of any matter that would render the Financial Statements 
false or misleading in any way 

2.  
Section 416(1) of the Local Government Act 1993 requires a Council’s annual Financial 
Statements to be prepared and audited within four (4) months of the end of that financial year, that 
is on or before 31 October. 

Section 417(4) of the Local Government Act 1993 requires, as soon as practicable after completing 
the audit, the Auditor must send a copy of the Auditor’s Reports to the Departmental Chief 
Executive and to the Council. 

Section 417(5) of the Local Government Act 1993 requires Council, as soon as practicable after 
receiving the Auditor’s Reports, to send a copy of the Auditor’s Reports on the Council’s Financial 
Statements, together with a copy of the Council’s audited Financial Statements, to the 
Departmental Chief Executive. 
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Section 418(1) of the Local Government Act 1993 requires Council to fix a date for the Meeting at 
which it proposes to present its audited Financial Statements, together with the Auditor’s Reports, 
to the public, and must give public notice of the date so fixed.  This requirement must be completed 
within five weeks after Council has received the Auditors Reports. 

Section 420 of the Local Government Act 1993 requires Council to provide the opportunity for the 
public to submit submissions on the Financial Statements.  Submissions are to be submitted to 
Council meeting within seven days of the Financial Statements being presented to the public.  In 
the case of the 2018-19 Financial Statements, closing date for submissions will be 29 November 
2019 

Section 417(4) of the Local Government Act 1993 requires, as soon as practicable after completing 
the audit, the Auditor must send a copy of the Auditor’s Reports to the Departmental Chief 
Executive and to the Council. 

Section 417(5) of the Local Government Act 1993 requires Council, as soon as practicable after 
receiving the Auditor’s Reports, to send a copy of the Auditor’s Reports on the Council’s Financial 
Statements, together with a copy of the Council’s audited Financial Statements, to the 
Departmental Chief Executive before 6 November 2019. 

 

ATTACHMENTS 

1. ERC - General Purpose Financial Statements 2019 (Draft)   
2. ERC - Special Purpose Financial Statements 2019 (Draft)   
3. ERC - Special Schedules 2019 (Draft)   
4. Auditor's Engagement Closing Report - Confidential   
5. ERC - Report on the Conduct of the Audit (Draft)    
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7.2 AUDIT RISK AND IMPROVEMENT EXTERNAL MEMBER APPOINTMENT 

Author: Trish Kirkland, Director Corporate Services 

Authoriser: Trish Kirkland, Director Corporate Services  

  

RECOMMENDATION 

That Council 

1. Adopt the revised Audit, Risk and Improvement Committee Charter contained at Attachment 
3. 

2. Appoint Mr Graham Bradley and Ms Suni Campbell to the Audit, Risk and Improvement 
Committee as Independent External Members. 

3. Fund the required budget increase, as outlined in the Financial Implications sections of this 
report, from the identification of expenditure savings in other areas of Council’s operations 
and receive a recommendation as part of the December 2019 Quarter Budget Review.  

 

4.   

BACKGROUND 

At its Ordinary Meeting held 18 July 2019, Council considered a report titled ‘9.5 Independent 
External Member Vacancy on the Audit Risk and Improvement Committee’, and resolved 
[2019/07/159]: 

That Council: 

1. Note the resignation of Ms Perin Davey from Council’s Audit, Risk and Improvement 
Committee. 

2. Invite applications from suitably skilled, experienced and qualified persons for the 
vacant position of Independent External Member. 

3. Form a selection panel comprising the Audit, Risk and Improvement Committee Chair, 
one of the Councillor representatives from the Audit, Risk and Improvement 
Committee, the General Manager and the Director Corporate Services to assess the 
applications received, shortlist and interview applicants, and recommend to Council a 
preferred applicant for appointment. 

4. Receive a further report containing the selection panel’s recommendation. 

ISSUE/DISCUSSION 

Council invited applications from suitably skilled, experienced and qualified persons and received 
four applications: 

 Peter Hebbard 

 Suni Campbell 

 David Kortum 

 Graham Bradley 

An initial assessment of experience, qualifications and knowledge of each applicant was 
undertaken against the ‘Selection Considerations’ set out in the application pack:   

‘Applications for membership will be assessed for previous Committee experience, 
qualifications, knowledge and experience in the aspects of Council that the Committee are 
charged to review:   

 Compliance 

 Risk management 
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 Fraud control 

 Financial management 

 Governance 

 Implementation of the Community Strategic Plan, Delivery program and Council 
Strategies 

 Service reviews 

 Collection of performance management data by Council; and  

 Any other matters prescribed by the Local Government (General) Regulations 2005 

Three shortlisted candidates were interviewed on Thursday 24 October 2019 by the following 
selection panel members: 

 Committee Chair, Peter Rae 

 Councillor representatives on the Committee, Cr McCrabb and Cr McAllister 

 General Manager, Adam McSwain 

 Director Corporate Services, Trish Kirkland 

All interviewed candidates demonstrated a sound level of experience in one or more of the key 
areas kept under review by the Committee.  However, two candidates demonstrated a broad range 
of skills, knowledge and experience that the selection panel consider to be highly valuable to the 
Committee.  In order of preference, the selection panel recommend two candidates for Council’s 
consideration: 

1. Graham Bradley 

2. Suni Campbell 

Mr Graham Bradley is a retired Chartered Accountant and would bring to the Committee significant 
experience and knowledge of Internal Audit, External Audit and Audit, Risk and Improvement 
Committee in the NSW Local Government environment, refer Confidential Attachment 1.  The 
appointment of Mr Graham Bradley to the Committee will fill the vacant position.   

Ms Suni Campbell is the Company Secretary and Executive General Manager Business Services 
with Murray Irrigation Limited and would bring to the Committee significant experience and 
knowledge of governance, legal and legislative compliance, Internal Audit, Strategic Planning, Risk 
Management and ICT in a complex corporate organisation environment. Refer Confidential 
Attachment 2. 

The appointment of Ms Suni Campbell, as a fourth external member, will require a minor change to 
the Committee Charter to increase the number of independent external members from three (3) to 
four (4).  The Committee Charter was scheduled for a biannual review at the November Ordinary 
Council Meeting and so this review has been brought forward and the change from three (3) to four 
(4) independent external members has been made for Council’s consideration.  The revised 
Committee Charter is contained at Attachment 3.   

The Committee Charter is prescribed document under Local Government Regulations and Section 
23A Guidelines issued by the Office of Local Government.   Council’s Audit, Risk and Improvement 
Committee Charter is modelled from that recommended in the Office of Local Government’s 
Internal Audit Guidelines. 

STRATEGIC IMPLICATIONS 

Nil 

COMMUNITY STRATEGIC PLAN 

Outcome 5.3 – Our local government is efficient, innovative and financially sustainable 
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FINANCIAL IMPLICATIONS 

In accordance with Council resolution, each of the three independent external members receive a 
set fee of $1,000.00 for each meeting attended.    

The appointment of Mr Graham Bradley would require a budget adjustment for travel, 
accommodating and expenses allowance of $1,000 per meeting. 

The appointment of Ms Suni Campbell would require a budget adjustment to include an additional 
sitting allowance of $1,000 per meeting. 

LEGISLATIVE IMPLICATIONS 

Local Government Amendment (Governance and Planning) Act 2016 

 Section 428A – Audit, Risk and Improvement Committee 

ATTACHMENTS 

1. Application - Mr Graham Bradley - Confidential   
2. Application - Ms Suni Campbell - Confidential   
3. Audit, Risk and Improvement Committee Charter Reviewed 2019    
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