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Overview

®

(i)

(iii)

(iv}

These financial statements are General Purpose Financial Statements and cover the operations for
Castiereagh Macquarie County Council,

Castlereagh Macquarie County Coungcil is a body politic of NSW, Australia -~ being constituted as a local
government area by proclamation and is duly empowered by the Local Goverament Acl 1993 (LGA).

Council's Statutory Charter is detailed in Paragraph 8 of the LGA and includes giving Council;

* the ability to provide goods, services and facilities, and to carry out activities appropriate to the current and
future needs of the local community and of the wider public,

* 1he responsibility for administering regulatory requirements under the LGA and

* arole inthe management, improvement and development of the resources in the area,
A description of the nature of Council's operations and its principal aclivities are provided in Note 2(b).
Al figures presented in these financial statements are presented in Australian currency.

These financial statements were authorised for issue by the Council on 28 February 2018,
Council has the power to amend and reissue thess financial statements.
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Castlereagh Macquarie County Council

General Purpose Financial Statements
for the year ended 30 June 2017

Statement by Councillors and Management
made pursuant to Section 413{2)(¢c) of the Local Government Act 1993 {NSW) (as amended)

The attached General Purpose Financial Statements have been prepared in accordance with:
¢ the Local Government Act 1993 (NSW} (as amended) and the regufations made thereunder,
*  the Australian Accounting Standards and professionat pronouncements, and

-*  the Local Government Code of Accounting Praclice and Financial Reporting.

To the best of our knowledge and belief, these financial statements:
*  present fairly the Council’s operating result and financisl position for the year, and
*  accord wilth Council’s accounting and olher records.

We are not aware of any matter that would render these statements false or misleading in any way.

Signed in accordance with a resolution of Council made on 28 February 2018,

Micel Webb
Deputy Chairman
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Castlereagh Macquarie County Council

Income Statement
for the year ended 30 June 2017

1

Budget Actual Actual
2017 $°000 2017 2016

Income from continuing operations

Revenue:
20 User charges and fees 38 32
6 Interest and investment revenue 6 6
160  Other revenues 113 154
794 Grants and contributions provided for operating purposes 796 851
Other income!
6 Netgains from the disposal of assets 5 16

Net share of interests in joint ventures and
—  associates using the equity method - —

986 Total income from continuing operations 958 1,059

Expenses from conflnuing operations

600 Employee benefits and on-cosls 592 647
- Borrowing costs - -
24  Materials and contracts 22 18
22 Depreciation and amortisation 27 7
— Impairment - -
250  Other expenses 225 194
896 Total expenses from continuing operations 866 866
90 Operating result from continuing operations 92 193

Discontinued operations

—  Net profit/(loss) from discontinued operations - =

90 Net operating result for the year 92 193

90  Net operating resuit attributabls to Council 92 193
~  Net operating result attributable to non-controlling interests - -

Nat operating result for the year before grants and
90  contributions provided for capital purposes 92 193

This stalement shoukd be read in conjunclion with the accompanying nodes. page 4



Castlereagh Macquarie County Council

Statement of Comprehensive Income
for the year ended 30 June 2017

$ 000

Net operating result for the year (as per Income Statement)

Other comprehensive income:

Amounts which will not be reclassified subsequently to the operating result

Nil

Amounts which will be reclassified subsequently to the operating result
when specific conditions are met
Nil

Total comprehensive income for the year

Total comprehensive income attributable to Council
Total comprehensive income attributable to non-controlling interests

This statement should be read in conjunction with the accompanying notes.

Actual
2017

92

92

92

Financial Statements 2017

Actual
2016

193

193

193
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Castlereagh Macquarie County Council

Statement of Financial Position
as at 30 June 2017

Actual Actual
$ 7000 2017 2016
ASSETS
Current assets
Cash and cash equivalents 414 338
Investments - -
Receivables 46 116
Inventories 17 12
Other - -~
Non-current assets classified as ‘held for sale’ - -
Total current assets 477 466
Non-current assets
Investments = -
Receivables - -
Inventories - -
Infrastructure, property, plant and equipment 228 19
Investments accounted for using the equity method - -
Investment property = -
Intangible assets = -
Total non-gurrent assets 228 191
TOTAL ASSETS 705 657
LIABILITIES
Current llabilities
Payables 24 19
Income received in advance - —
Borrowings = 50
Provisions 159 158
Total current liahilities 183 227
Non-current liabilities
Payables = =
Borrowings = -
Provisions - -
Total non-current liabilities = e
TOTAL LIABILITIES 183 227
Net assets 522 430
EQUITY
Retained eamings 338 248
Revaluation reserves 184 184
Other reserves - -
Council equity interest 522 430
Non-controlling equity interasts - -
Total equity 522 430

This staterent should be read in conjunction wilh the accompanying notes. page 6
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Castlereagh Macquarie County Council

Statement of Cash Flows
for the year ended 30 June 2017

Budget
2017

20

859
95

(600)
(26)

(250)

104

15

(93)
e A78)

(50)

e 439)

(24)
350

326

$'000

Cash flows from operating activities
Receipts:

User charges and fees

Investment and interest revenue received
Grants and contributions

Other

Payments:

Employee benefits and on-costs
Materials and contracts

Other

Net cash provided {or used in) operating activities

Cash flows from investing activities

Receipts:
Sale of infrastructure, property, plant and equipment

Payments:
Purchase of infrastructure, property, plant and equipment

Net cash provided (or used in) investing activities

Cash flows from financing activities
Receipts:

Nil

Payments:

Repayment of borrowings and advances

Met cash flow provided (used in) financing activifies

Net increase/(decrease) in cash and cash equivalents

Plus: cash and cash equivalents — beginning of year 11

Cash and cash equivalents — end of the year 1.

Additional Information:

plus: Investments on hand — end of year ah

Total cash, cash equivalents and investments

Please refer to Note 11 for informatlon on the following:

- Non-cash financing and investing aclivities

— Financing arrangements

— Net cash fiow disclosures relating to any discontinued operations

This stalement should be read in conjunction wilh the accompanying notes.

Actual
2017

38

875
102

(591)

(21)
(222)
187

(68)
(63)

(50)
(50)

74
338

412

412

Actual
2016

29

823
120

(626)

(26)
(226)

100

16

(69)
(53)

{100)
(100)

(53)

39

338

338

Financial Slatements 2017
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Castlereagh Macquarie County Council

Notes to the Financial Statements
for the year ended 30 June 2017

Contents of the notes accompanying the financial statements

Note

2{a)
2(b)

6(a)
6{b)
6{c)

9{a)
9(b)
9(c)
10(a)
10(b)
1
12
13

14
15
16
17
18
19

20

21
22
23
24
25
26
27
28

29

Details

Summary of significant accounting policies

Council functions/activities — financial information

Coungil functions/activities — component descriptions

Income from centinuing operations

Expenses from continuing operations

Gains or losses from the disposal of assets

Cash and cash equivalent assets

Investments

Restricted cash, cash equivalents and investments — details
Receivables

Inventories and other assets

Infrastructure, property, plant and equipment

Externally restricted infrastructure, property, plant and equipment
Infrastructure, property, plant and equipment — current year impairments
Payables, borrowings and provisions

Description of (and movements in) provisions

Statement of cash flows — additional information

Commitments for expenditure

Statement of performance measures:

13a (i) Local government industry indicators {consolidated)
13a (i)} Local government industry graphs (consolidated)
Investment properlies

Financial risk management

Material budget variations

Statement of developer contributions

Contingencies and other liabilities/assets not recognised
Interests in other entities

Retained earnings, revaluation reserves, changes in accounting
policies, changes in accounting estimates and errors

Financial result and financial position by fund

‘Held for sale’ non-current assets and disposal groups
Events occurring after the reporting date
Discontinued operations

Intangible assets

Reinstatement, rehabilitation and restoration liabilities
Fair value measurement

Related parly disclosures

Additional council disclosures
Coungil information and contact details

nfa — not applicable

Financial Statements 2017

Page

10
20
21
22
24
25
26
26 nfa
26
27
27
28
29 nja
29 nfa
29
30
3
31 nfa

32
33
35 nta
35
39
41 nia
41
42 nfa

43

43 nia
44 n/a
44 nfa
44 nfa
44 nfa
44 r/a
45
46

47
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Castlereagh Macquarie County Council

Notes to the Financial Statements
for the year ended 30 June 2017

Financial Statements 2017

Note 1. Summary of significant accounting policies

The principal accounting policies adopted in the
preparation of these financial statements are set out
below. These policies have been consistently
applied to all the years presented, unless otherwise
stated.

(a) Basis of preparation

These general purpose financial statements have
been prepared in accordance with Australian
Accounting Standards and Australian Accounting
Interpretations, the Local Government Act 1993
(NSW) and Regulations, and the Local Government
Code of Accounting Practice and Financial
Reporting. Council is a not for-profit entity for the
purpose of preparing these financial statements.

{i} New and amended standards adopted by
Council

AASB 124 Related Party Disclosures was adopted
during the year, the impact of this standard had no
impact on reporting financial position or
performance, however note 28 has heen added.

(ii) Early adoption of standards

Council has not elected to apply any
pronouncements before their operative date in the
annual reporting period beginning 1 July 20186.

{(iii} Historical cost convention

These financial statements have been prepared
under the historical cost conventien, as modified by
the revaluation of certain financial assets and
liabilities and certain classes of property, plant and
equipment and investment property.

and

{iv) Significant estimates

judgements

agcounting

The preparation of financial statements requires the
use of certain critical accounting estimates. It also
requires management to exercise its judgement in
the process of applying the Council's accounting
policies.

Estimates and judgements are continually evaluated
and are based on historical experience and other
factors, including expectations of future events that
may have a financial impact on the Council and that
are believed to be reasonable under the
circumstances.

Critical accounting estimates and assumptions

Council makes estimates and assumptions
concerning the future., The resulting accounting
estimates will, by definition, seldom equal the related
actual results. The estimates and assumptions that
have a significant risk of causing a material
adjustment to the carrying amounts of assets and
liabilities within the next financial year include:

{1} Estimated fair values of infrastructure, property,
plant and equipment,

Significant judgements in applying the Council's
accounting policies

(i) Impairment of Receivables

Council has made a significant judgement about the
impairment of a number of its receivables in Note 7.

(b} Revenue recognition

Council recognises revenue when the amount of
revenue can be reliably measured, it is probable that
future economic benefits will flow to the Council and
specific criteria have been met for each of the
Council's aclivities as described below.

Council bases its estimates on historical results,
taking into consideration the type of customer, the
type of transaction and the specifics of each
arrangement.

Revenue is measured at the fair value of the
consideration received or receivable, Revenue is
measured on major income categories as follows:

(i} Grants and contributions

Grants and contributions are recognised as revenue
when the Council obtains control over the assets
comprising these receipts.

Control over granted assets/contributed assets is
normally obtained upon their receipt (or acquittal) or
upon earlier notification that a grant has been
secured, and is valued at their fair value at the date
of transfer.

Where grants or contributions recognised as

revenues during the financial year were obtained on
condition that they be expended in a particular

page 10



Castlereagh Macquarie County Council

Notes to the Financial Statements
for the year ended 30 June 2017

Financial Statements 2017

Note 1. Summary of significant accounting policies (continued)

manner or used over a particular period and those
conditions were un-discharged at reporting date, the
unused grant or contribution is disclosed in Note
3(g). The note also discloses the amount of unused
grant or contribution from prior years that was
expended on Council's operations during the current
year.

A liability is recognised in respect of revenue that is
reciprocal in nature to the extent that the requisite
service has not been provided at reporting date.

(ii) User charges and fees

User charges and fees are recognised as revenue
when the service has been provided.

{iii} Sale of infrastructure, property, plant and
equipment

The profit or loss on sale of an asset is determined
when control of the asset has irrevocably passed to
the buyer.

(iv) Interest

Interest income is recognised using the effective
interest rate at the date that interest is earned.

(v) Other income

Other income is recorded when the payment is due,
the value of the payment is notified, or the payment
is received, whichever occurs first.

(c} Principles of consolidation

(i The Consolidated Fund

In accordance with the provisions of Section 409(1)
of the Local Government Act 1993 (NSW), all money
and property received by Council is held in the
Council's Consolidated Fund unless it is required to

be held in the Council's Trust Fund.

The following entities have been included as part of
the Consolidated Fund;

=  General purpose operations
(ii) The Trust Fund

Council has no Trust Fund.

(iii) Interests in other entities
Subsidiaries

Council has no interest in any subsidiaries.
Joint arrangements

Council has no interest in any joint arrangements.

(d) Leases

Leases of property, plant and equipment where
Council, as lessee, has substantially all the risks and
rewards of ownership are classified as finance
leases.

Finance leases are capitalised at the lease’s
inception at the fair value of the leased property or, if
lower, the present value of the minimum lease
paymemts. The corresponding rental obligations, net
of finance charges, are included in other short-term
and long-term payables. Each lease payment is
allocated between the liability and finance cost. The
finance cost is charged fo the income statement over
the lease period so as to produce a constant periodic
rate of interest on the remaining balance of the
liahility for each period.

The property, plant and equipment acquired under
finance leases is depreciated over the asset's useful
life or over the shorter of the asset's useful life and
the lease term if there is no reasonable certainty that
Council will obtain ownership at the end of the lease
term.

Leases in which a significant portion of the risks and
rewards of ownership are not transferred to Council
as lessee are classified as operating leases.
Payments made under cperating leases {net of any
incentives received from the lessor} are charged to
the income statement on a straight-line basis over
the period of the lease.

Lease income from operating leases where Council

is a lessor is recognised as income on a straight-line
basis over the lease term.

page 11



Castlereagh Macquarie County Council

Notes to the Financial Statements
for the year ended 30 June 2017

Financial Statements 2017

Note 1. Summary of significant accounting policies (continued)

{e) Impairment of assets

Intangible assets that have an indefinite useful life or
are nol yet available for use are not subject to
amaortisation and are tested annually for impairment,
or more frequently if events or changes in
circumstances indicate that they might be impaired.

Other assets are tested for impairment whenever
events or changes in circumstances indicate that the
carrying amount may not be recoverable. An
impairment loss is recognised for the amount by
which the asset's carrying amount exceeds its
recoverable amount. The recoverable amount is the
higher of an asset's fair value less costs to sell and
value in use.

For the purposes of assessing impairment, assefs
are grouped at the lowest levels for which there are
separately identifiable cash inflows that are largely
independent of the cash inflows from other assets or
groups of assets (cash-generating units). Non-
financial assels that suffered an impairment are
reviewed for possible reversal of the impairment at
each reporting date.

{f) Cash and cash equivalents

For Statement of Cash Flow presentation purposes,
cash and cash equivalents includes cash on hand;
deposits held at call with financial institutions; other
short-term, highly liquid investments with original
maturities of three months or less that are readily
convertible to known amounts of cash and which are
subject to an insignificant risk of changes in value;
and bank overdrafts,

Bank overdrafts are shown within borrowings in
current liabilities on the Statement of Financial
Position.

(9} Inventories

(i) Raw materials and stores, work in progress
and finished goods

Raw materials and stores, work in progress and
finished goods are stated at the lower of cost and
net realisable value.

Cost comprises direct materials, direct labour, and an
appropriate proportion of variable and fixed overhead
expenditure, the latter being allocated on the basis of
normal operating capacity. Costs are assigned to
individual items of inventory on basis of weighted
average costs. Costs of purchased inventory are
determined after deducting rebates and discounts.

Net realisable value is the estimated selling price in
the ordinary course of business less the estimated
costs of completion and the estimated costs
necessary o make the sale.

(ii)

Inventory held for distribution is held at cost, adjusted
where applicable for any loss of service potential.

Inventory held for distribution

(iii) Land held for
borrowing costs

resale/capitalisation of

Land held for resale is stated at the lower of cost and
net realisable value. Cost is assigned by specific
identification and includes the cost of acquisition, and
development and  borrowing costs  during
development. When development is completed
borrowing costs and other holding charges are
expensed as incurred.

Borrowing costs included in the cost of land held for
resale are those costs that would have been avoided
if the expenditure on the acquisition and
development of the land had not been made.
Borrowing costs incurred while active development is
interrupted for extended periods are recognised as
expenses,

(h) Non-current assets (or disposal groups)
held for sale and discontinued
operations

Non-current assels (or disposal groups} are
classified as held for sale if their carrying amount will
be recovered principally through a sale transaction
rather than through continuing use.

They are measured at the lower of their carrying
ameount and fair value less costs to sell, except for
assets such as deferred tax assets; assets arising
from employee benefits; financial assets; and
investment properties that are carried at fair value

page 12



Castlereagh Macquarie County Council

Notes to the Financial Statements
for the year ended 30 June 2017

Financial Statements 2017

Note 1. Summary of significant accounting policies (continued)

and contractual rights under insurance contracts,
which are specifically exempt from this requirement.

An impairment loss is recognised for any initial or
subsequent write-down of the asset (or disposal
group) to fair vatue less costs to sell. A gain is
recognised for any subsequent increases in fair
value less costs to sell of an asset {or disposal
group), but not in excess of any cumulative
impairment loss previcusly recognised. A gain or
loss not previously recognised by the date of the
sale of the non-current asset {or disposal group) is
recognised at the date of de-recognition.

Non-current assets {including those that are part of a
disposal group) are not depreciated or amortised
while they are classified as held for sale. Interest
and other expenses attributable to the liabilities of a
disposal group classified as held for sale continue to
be recognised.

(i} Investments and other financial assets
Classification

Council classifies its financial assets in the following
categories: financial assets at fair value through
profit or loss; loans and receivables; held-to-maturity
investments; and available-for-sale financial assets.
The classification depends on the purpose for which
the investments were acquired. Management
determines the classification of its investments at
initial recognition and, in the case of assets
classified as held-to-maturity, re-evaluates this
designation at each reporting date.

(i} Financial assets at fair value through profit or
loss

Financial assets at fair value through profit or loss
are financial assets held for trading. A financial asset
i5 classified in this category if acquired principally for
the purpose of selling in the short-term. Assets in
this category are classified as current assets.

(ii}) Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that are
not quoted in an active market. They are included in
current assets, except for those with maturities
greater than 12 months after the reporting date
which that are classified as non-current assets.

Loans and receivables are included in receivables
(note 7) in the Statement of Financial Position,

Receivables are recognised initially at fair value and
subsequently measured at amortised cost using the
effective interest method, less provision for
impairment. Receivables are generally due for
settlement within 30 days.

Cash flows relating to short-term receivables are not
discounted if the effect of discounting is immaterial.

(iii} Held-to-maturity investments

Held-to-maturity  investments are non-derivative
financial assets with fixed or determinable payments
and fixed maturities that Council's management has
the positive intention and ability to hold to maturity. If
Council were to sell other than an insignificant
amount of held-to-maturity financial assets, the whole
category would be tainted and reclassified as
available-far-sale.

Held-to-maturity financial assets are included in non-
current assets, except for those with maturities less
than 12 months from the reporting date, that are
classified as current assets.

{iv) Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives
that are either designated in this category or not
classified in any of the other categories, They are
included in non-current assets unless management
intends to dispose of the investment within 12
months of the reporting date.

Investments are designated as available-for-sale if
they do not have fixed maturities and fixed or
determinable payments and management intends to
hold them for the medium to long term.

Recognition and de-recognition

Regular purchases and sales of financial assets are
recognised on trade-date: the date on which Council
commits to purchase or sell the asset.

Investments are initially recognised at fair value plus
transaction costs for all financial assets not carried at
fair value through profit or loss. Financial assets
carried at fair value through profit or loss are initially
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Castlereagh Macquarie County Council

Notes to the Financial Statements
for the year ended 30 June 2017

Financial Statements 2017

Note 1. Summary of significant accounting policies (continued)

recognised at fair value and transaction costs are
expensed in the income statement.

Financial assets are derecognised when the rights to
receive cash flows from the financial assets have
expired or have been transferred and Council has
transferred substantially all the risks and rewards of
ownership.

When securities classified as available-for-sale are
sold, the accumulated fair value adjustments
recognised in equity are included in the income
statement as gains and losses from investment
securities,

Subsequent measurement

Loans and receivables and held-to-maturity
investments are carried at amortised cost using the
effective interest method,

Changes in the fair value of other monetary and non-
monetary securities classified as available-for-sale
are recognised in equity.

Impairment

Council assesses at the end of each reporting period
whether there is objective evidence that a financial
asset or group of financial assets is impaired.

A financial asset or a group of financial assets is
impaired and impairment losses are incurred only if
there is objective evidence of impairment as a result
of one or more events that occurred after the initial
recognition of the asset (a ‘loss event’) and that loss
event {or events) has an impact on the estimated
fulure cash flows of the financial asset or group of
financial assets that can be reliably estimated.

In the case of equity investments classified as
available-for-sale, a significant or prolonged dectine
in the fair value of the security below its cost is
considered an indicator that the assets are impaired.

(i) Assets carried at amortised cost

For loans and receivables the amount of the loss is
measured as the difference between the asset's
carrying amount and the present value of estimated
future cash flows {excluding future credit losses that
have nat been incurred) discounted at the financial
asset’s original effective interest rate,

The carrying amount of the asset is reduced and the
amount of the loss is recognised in profit or loss. If a
loan or held-to-maturity investment has a variable
interest rate, the discount rate for measuring any
impairment loss is the current effective interest rate
determined under the contract. As a practical
expedient, the Council may measure impairment on
the basis of an instrument's fair value using an
observable market price.

Collectability of receivables is reviewed on an on-
going basis. Debts that are known to be uncollectible
are written off by reducing the carrying amount
directly. An allowance account (provision for
impairment of receivables) is used when there is
objective evidence that Council will not be able to
collect all amounts due according to the original
terms of the receivables.

Significant  financial  difficulties of the debtor,
probability that the debtor will enter bankruptcy or
financial reorganisation, and default or delingquency in
payments (more than 30 days overdue) are
considered indicators that the receivable is impaired,
The amount of the impairment allowance is the
difference between the asset’s carrying amount and
the present value of estimated future cash flows,
discounted at the original effective interest rate,

The amount of the impairment loss is recognised in
the income statement within other expenses. When a
receivable for which an impairment allowance had
been recognised becomes uncollectible in a
subsequent period it is written off against the
allowance account. Subsequent recoveries of
amounts previously written off are credited against
other expenses in the income statement,

Investment Policy

Council has an approved investment policy
complying with Section 625 of the Local Government
Act 1993 (NSW) and Clause 212 of the Local
Government (General) Regulation 2005 (NSW).

Investments are placed and managed in accordance
with that policy and having particular regard to
authorised investments prescribed under the
Ministerial Local Government Investment Order.
Council maintains an investment policy that complies
with the Act and ensures that it, or its
representatives, exercise the care, diligence and skill
that a prudent person would exercise in investing
Council funds.
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Castlereagh Macquarie County Council

Notes to the Financial Statements
for the year ended 30 June 2017

Financial Statements 2017

Note 1. Summary of significant accounting policies (continued)

Council amended its policy following revisions to the
Ministerial Local Government Investment Order {the

Order) arising from the Cole  Inguiry

recommendations.

(i) Fair value estimation - financial
instruments

The fair value of financial assets and financial
liabilities must be estimated for recognition and
measurement or for disclosure purposes.

The fair value of financial instruments traded in
active markets is based on queted markst prices at
the reporting date.

The fair value of financial instruments that are not
traded in an active market is determined using
valuation techniques. Council uses a variety of
methods and makes assumptions that are based on
market conditions existing at each reporting date.
Other technigues, such as estimated discounted
cash flows, are used to determine fair value for the
remaining financial instruments.

The nominal value less estimated credit adjustments
of trade receivables and payables are assumed to
approximate their fair values. The fair value of
financial liabilities for disclosure purposes is
estimated by discounting the future contractual cash
flows at the current market interest rate that is

available to the Council for similar financial
instruments.
(k) Infrastructure, property, plant and

equipment {IPPE)

Council’'s assets have been progressively revalued
to fair wvalue in accordance with a staged
implementation advised by the Office of Local
Government. At reporting date, the following classes
of IPPE were stated at their fair value:

Externally valued:

«  Operational land
»  Buildings {non-specialised)

As approximated by depreciated historical cost:
+ Plant and equipment

Non-specialised assets with short useful lives are
measured at depreciated historical cost as an
approximation of fair value. Council has assessed
that any difference between fair value and
depreciated historical cost is unlikely to be material.

For all other asset classes, Council assesses at each
reporting date whether there is any indication that a
revalued asset's carrying amount may differ
materially from that which would be determined if the
asset were revalued at the reporting date. If any such
indication exists, Council determines the asset's fair
value and revalue the asset to that amount, Full
revaluations are undertaken for all assets on a five-
year cycle. ’

Increases in the carrying amounts arising on
revaluation are credited to the asset revaluation
reserve. To the extent that the increase reverses a
decrease previously recognising profit or loss relating
to that asset class, the increase is first recognised as
profit or loss.

Decreases that reverse previous increases of assets
in the same class are first charged against
revaluation reserves directly in equity to the extent of
the remaining reserve attributable to the class; all
other decreases are charged to the Income
Statement.

Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as
appropriate, only when it is probable that future
economic benefits associated with the item will flow
to Council and the cost of the item can be measured
reliably. All other repairs and maintenance are
charged to the income statement during the financial
period in which they are incurred.

Depreciation

Land is not depreciated.

Depreciation on other assets is calculated using the
straight line method to allocate their cost, net of their
residual values, over their estimated useful lives as

follows:

Plant & Equipment
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Castlereagh Macquarie County Council

Notes to the Financial Statements
for the year ended 30 June 2017

Financial Statements 2017

Note 1. Summary of significant accounting policies (continued)

- Office Equipment

- Office furniture

- Computer Equipment

- Vehicles

- Other plant and equipment

5 1o 10 years
10 to 20 years
3 to 5 years
510 8 years
510 15 years

Buildings

- Buildings: Depots 50 to 100 years
The assets’ residual values and useful lives are
reviewed, and adjusted if appropriate, at each
reporting date.

Gains and losses on disposals are determined by
comparing proceeds with carrying amount. These
are included in the income statement.

(1) Investment property

Council does not hold any investment properties.

(m) Payables

These amounts represent liabilities for goods and
services provided to the Council prior to the end of
financtal year that are unpaid. The amounts are
unsecured and are usually paid within 30 days of
recognition,

(n) Borrowings

Borrowings are initially recognised at fair value, net
of transaction costs incurred. Borrowings are
subsequently measured at amortised cost. Any
difference between the proceeds (net of transaction
costs) and the redemption amount is recognised in
the income statement over the period of the
borrowings using the effective interest method.

Fees paid on the establishment of (oan facilities are
recognised as transaction costs of the loan to the
extent that it is probable that some or all of the
facility will be drawn down. In this case, the fee is
deferred until the draw down occurs. To the extent
there is no evidence that it is probable that some or
all of the facility will be drawn down, the fee is
capitalised as a prepayment for liquidity services and
amortised over the period of the facility to which it
relates.

Borrowings are removed from the Statement of
Financial Position when the obligation specified in
the contract is discharged, cancelled or expired. The
difference between the carrying amount of a financial
liability that has been extinguished or transferred to
another party and the consideration paid, including
any non-cash assets transferred or liabilities
assumed, is recognised in other income or finance
cost.

Borrowings are classified as current liabilities unless
Council has an uncenditional right to defer settlement
of the liability for at least 12 months after the
reporting date.

(o) Borrowing costs

Borrowing costs incurred for the construction of any
qualifying asset are capitalised during the period of
time that is required to complete and prepare the
asset for its intended use or sale. Other borrowing
costs are expensed.

{p) Provisions

Provisions are recognised when Council has a
present legal or censtructive obligation as a result of
past events, it is probable that an outflow of
resources will be required to settle the aobligation, and
the amount has been reliably estimated.

Where there are a number of similar obligations, the
likelihood that an outflow will be required in
settlement is determined by considering the class of
obligations as a whole. A provision is recognised
even if the likelihood of an qutflow with respect to any
one item included in the same class of obligations
may be small.

Provisions are measured at the present value of
management's best estimate of the expenditure
required to settle the present obligation at the
reporting date. The discount rate used to determine
the present value reflects current market
assessments of the time value of money and the
risks specific to the liability. The increase in the
provision due to the passage of time is recognised as
interest expense.
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Castlereagh Macquarie County Council

Notes to the Financial Statements
for the year ended 30 June 2017

Financial Statements 2017

Note 1. Summary of significant accounting policies (continued)

(q) Employee benefits
(i) Short-term obligations

Liabilities for wages and salaries, including non-
monetary benefits, annual leave and accumulating
sick leave expected to be wholly settled within 12
months after the end of the period in which the
employees render the related service are recognised
in respect of employees' services up to the end of
the reporting period and are measured at the
amounts expected to be paid when the liabilities are
settled.

The liability for annual leave and accumulating sick
leave is recognised in the provision for employee
beneifits. All other short-term employee benefit
obligations are presented as payables.

{if} Other long-term employee benefit obligations

The liability for long service leave and annual leave
that is not expected to be whally settled within 12
months after the end of the period in which the
employees render the related service is recognised
in the provision for employee benefits and measured
as the present value of expected future payments to
be made in respect of services provided by
employees up to the end of the reporting period
using the projected unit credit method.,

Consideration is given to expected future wage and
salary levels, experience of employee departures,
and periods of service. Expected future payments
are discounted using market yields at the end of the
reporting period on national government bonds with
terms to maturity and currency that match, as closely
as possible, the estimated future cash outflows,

The obligations are presented as current liabilities in
the Statement of Financial Position if the Council
does not have an unconditional right to defer
seltlement for at least 12 months after the reporting
date, regardless of when the actual settlement is
expected to occur.

(iii} Retirement benefit obligations

All employees of the Council are entitled to benefits
on retirement, disability or death. Council contributes
to various defined benefit plans and defined
contribution plans on behalf of its employees,

Defined Benefit Plans

A liability or asset in respect of defined benefit
superannuation plans would ordinarily be recognised
in the Statement of Financial Position, and measured
as the present value of the defined henefit obligation
at the reporting date plus unrecognised actuarial
gains (less unrecognised actuarial losses) less the
fair value of the superannuation fund's assets at that
date and any unrecognised past service cost.

The present value of the defined benefit obligation is
based on expected future payments that arise from
membership of the fund 1o the reporting date,
calculated annually by independent actuaries using
the projected unit credit method.

Consideration is given to expected future wage and
salary levels, experience of employee departures,
and periods of service, However, when this
information is not reliably available, Council accounts
for its obligations to defined benefit plans on the
same basis as its cbligations to defined contribution
plans, i.e. as an expense when it becomes payable.
Defined Contribution Plans

Contributions to defined contribution plans are
recognised as an expense as they become payable.
Prepaid contributions are recognised as an asset to
the extent that a cash refund or a reduction in the
future payments is available.

(r) Land under roads

Council has no land under roads.

{s) Self-insurance

Council does not self-insure.

(t) Intangible assets

Council has not classified any assets as intangible.

{u) Crown reserves

Council has no Crown reserves under its control.
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Financial Statements 2017
Castlereagh Macquarie County Council

Notes to the Financial Statements
for the year ended 30 June 2017

Note 1. Summary of significant accounting policies (continued)

{v) Rural fire service assets individually reported for the first time within these
financial statements and/or the notes,

Council does not hold any Rural Fire Service Assets

(w) Goods and Services Tax (GST)

Revenues, expenses and assets are recognised net
of the amount of associated GST, unless the GST
incurred is not recoverable from the taxation
authority. In this case it is recognised as part of the
cost of acquisition of the asset or as part of the
expense.

Receivables and payables are stated inclusive of the
amount of GST receivable or payable. The net
amount of GST recoverable from, or payable to the
taxation authority is included with other receivables
or payables in the Statement of Financial Position,

Cash flows are presented on a gross basis, The
GST components of cash flows arising from
investing or financing activities which that are
recoverable from, or payable to the taxation authority
are presented as operating cash flows.

(x) New accounting standards and
interpretations issued not yet effective

Certain new accounting  standards and
interpretations have been published that are not
mandatory for the current reporting period and which
have not been applied.

Council does not consider that these standards are
likely to have a material impact on the Council's
future financial statements, financial position,
financial performance or cash flows.

(¥} Rounding of amounts

Unless otherwise indicated, amounts in the financial
statements have been rounded off to the nearest
thousand dollars,

(z) Comparative figures

To ensure comparability with the current reporting

period's figures, some comparative period line items
and amounts may have been reclassified or
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Financial Stalements 2017

Castlereagh Macquarie County Council

Notes to the Financial Statements
for the year ended 30 June 2017

Note 2(b). Council functions/activities — component descriptions
Details relating to the Council’s functions/activitios as reported in Note 2{a) are as follows:

GOVERNANCE

Includes costs relating to Council's role as a component of democratic government, including elegtions,
members’ fees and expenses, subscriptions to local authority associations, meetings of Council and policy-
making committees, public disclosure (e.g. GIPA), and legislative compliance.

ADMINISTRATION
Includes corporate support and other support services and any Council policy compliance.

ENVIRONMENT
Includes noxious plants and insect/vermin control; other environmental protection.
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Financial Statements 2017

Castlereagh Macquarie County Council

Notes to the Financial Statements
for the year ended 30 June 2017

Note 3. Income from continuing operations

Actual Actual

$'000 2017 2016
{a) Rates and annual charges
Nil
(b} User charges and fees
Specific user charges (per s.502 - spacific 'actual use’ charges)
NH
Other user charges and fees
(I) Fees and charges - statutory and regulatory functions (per s.608)
Private works — section 67 32 22
Weeds certificates 4 6
Total fees and charges - statutory/regulatory 36 28
{li} Fees and charges - other {incl. general user charges (per 5.608))
Sundry sales B 2
Total fees and charges - other 2
TOTAL USER CHARGES AND FEES 38 32
(c) Interest and investment revenue (including losses)
Interest

— Interest earned on investments (interest and coupon payment income) 6 6
TOTAL INTEREST AND INVESTMENT REVENUE 6 6
Interest revenue s attributable to:
Unrestricted investments/financial assets:
General Council cash and investments 6
Total interest and investment revenue recognised L]
(d) Other revenues
Insurance claim recoveries 9 12
Plant income 104 142
TOTAL OTHER REVENUE 113 154
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Financial Statements 2017

Castliereagh Macquarie County Council

Notes to the Financial Statements
for the year ended 30 June 2017

Note 3. Income from continuing operations (continued)

2017 2016 2017 2016 .

$ 000 Operating Operating Capltal Capital

(e) Grants

General purpose (untied)

Nil

Spacific purpose

Noxious weeds 289 313 - —

Total specific purpose 289 313 - -

Total grants 289 313 - -

Grant revenue Is attributable to:

- Other funding 289 313 - -
289 313 - -

(f) Contributions

Devsloper contributions:

{893 & s94 - EP&A Act, s64 of the LGA):

Nil

Other contributions:

Hudson Pear contrtbutions - 40 - -

Other councils — joint works/services 507 498 - -

Total other contributions 507 538 - -

Total contributions 507 538 - -

TOTAL GRANTS AND CONTRIBUTIONS 796 851 - -
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Financial Statements 2017

Castlereagh Macquarie County Council

Notes to the Financial Statements
for the year ended 30 June 2017

Note 4. Expenses from continuing operations

Actual Actual

$ '000 2017 2016
(a) Employee benefits and on-costs
Salaries and wages 459 514
Employee leave entitlements (ELE) 74 65
Superannuation 39 42
Workers' compensation insurance 8 15
Training costs {other than salaries and wages) 9 )
Protective clothing 2 2
Other 1 -
TOTAL EMPLOYEE COSTS EXPENSED 592 647
Number of ‘full-time equivalent’ employees (FTE) at year end 6 6
(b} Borrowing costs
Nil
(c} Materials and contracts
Auditors remuneration " 10 7
Depot expense 12 11
TOTAL MATERIALS AND CONTRACTS 22 18
Auditor remuneration
a. During the year, the following fees were incurred for services provided by

the Auditor-General:
(i) Audit and other assurance services

— Audit and review of financial statements: Auditor-General 10 -
Remuneration for audit and other assurance services 10 -
Total Auditor-General remuneration 10 -
b. During the year, the following fees were incurred for services provided by

the other Council's Auditors:
Audit and other assurance services

— Audit and review of finangial statements: Council's Auditor - 7
Remuneration for audit and other assurance services - 7
Total remuneration of other Council's Auditors - 7
Total Auditor remuneration 10 7
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Financial Statements 2017

Castlereagh Macquarie County Council

Notes to the Financial Statements
for the year ended 30 June 2017

Note 4. Expenses from continuing operations (continued)

Actual Actual

$ 000 2017 2016
{d) Depreciation, amortisation and impairment
Plant and equipment 15 -
Office equipment 5 -

— Buildings = non-specialised 7 7
Total depreciation and amortisation costs 27 7
Impairment
Nil
TOTAL DEPRECIATION AND
IMPAIRMENT COSTS EXPENSED 27 7
{e) Other expenses
Advertising 2 1
Bad and doubtful debts 40 -
Compuier software charges 21 2
Member expenses ~ chairperson’s fee 4 5
Member expenses — member's fees 21 30
Member's expenses {incl. chairperson) — other {(excluding fees above) 2 4
Insurance 49 49
Office expenses (including computer expenses) 4 4
Plant expenses 57 79
Printing and stationery 1 2
Telephone and communications 10 7
Other 14 1
TOTAL OTHER EXPENSES 225 194
Note 5. Gains or losses from the disposal of assets

Plant and equipment
Proceeds from disposal — plant and eguipment 5 16
Less: carrying amount of plant and equipment assets sold/written off - -
Net gain/{loss) on disposal 5 16
NET GAIN/(LOSS) ON DISPOSAL OF ASSETS 5 16
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Castlereagh Macquarie County Council

Notes to the Financial Statements
for the year ended 30 June 2017

Note 6a. — Cash assets and Note 6b. — investments

2017
Actual
$ 000 Current
Cash and cash equivalents (Note 6a)
Cash on hand and at bank 300
Cash-equivalent assets '

— Short-term deposits 114
Total cash and cash equivalents 414
Investments (Note 6b)

Nil
TOTAL CASH ASSETS, CASH
EQUIVALENTS AND INVESTMENTS 414

" Those Investments where time to maturlty {from date of purchasae) is < 3 mths.

Cash, cash equivalents and investments were
classified at year end in accordance with
AASB 139 as follows:

Cash and cash equivalents

a, ‘At fair value through the profit and loss’ 414

2017

Actual
Non-currant

2016
Actual
Current

226

112
338

338

338

Note 6¢. Restricted cash, cash equivalents and investments - details

Total cash, cash equivalents

and investments 414

attributable to:

Internal restrictions (refer below) 119

Unrestricted 295
414

2017 Opaning

$ '000 balance

Details of restrictions

Internal restrictions
Plant and vehicle replacement g

Employees leave entitlement 103
Total internal restrictions 112
TOTAL RESTRICTIONS 112

Transfers to
rastrictions

N

338

112

226
338

Transfers from
restrictions

2016
Actual
Non-current

Closing
balance

110
119

119

Financlal Staterments 2017
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Financial Statements 2017

Castlereagh Macquarie County Council

Notes to the Financial Statements
for the year ended 30 June 2017

Note 7. Receivables

2017 2016
$'000 Current Non-current Current Non-current

Purpose

Government grants and subsidies - - 82 -
Net GST receivable 45 - 34 -
Other debtors 1 - - -
Total 46 = 116 -

Less: provision for impairment
Nit

TOTAL NET RECEIVABLES 46 = 116 -

Externally restrictad recsivables

il

Internally restricted receivables

Nil

Unrestricted receivables 46 - 116 -
TOTAL NET RECEIVABLES 46 - 116 -

Notes on debtors above:
Please refer lo Note 15 for issues concerning
credit risk and fair value disclosures

Note 8. Inventories and other assets

(a) Inventories

{i} iInventories at cost
Stores and materials 17 - 12 =
Total inventories at cost 17 - 12 -

{ii} Inventories at net realisable value {NRV)
Nil

TOTAL INVENTORIES 17 - 12 -

(b) Other assets
Nil

Externally restricted assets
There are no restrictions applicable 10 the above assets.
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Castlereagh Macquarie County Council

Notes to the Financial Statements
for the year ended 30 June 2017

Financial Slatements 2017

Note 9b. Externally restricted infrastructure, property, plant and equipment

$’000

Council has no externally restricted infrastructure, property, plant and equipment.

Note 9c. Infrastructure, property, plant and equipment — current year

impairments

Council has recognised no impairment losses during the reporting period nor reversed any prior period losses.

Note 10a. Payables, borrowings and provisions

2017
$'000 I Current  Non-current

Payables
Accrued expenses:
— Other expenditure accruals ' 24 -

Total payables 24 -

Income received in advance
Nil

Borrowings
Loans ~ unsecured - -
Total borrowings - -

Provisions

Employee benefits:

Annual leave 40 -
Long service leave 119 -
Total provisions 159 -

TOTAL PAYABLES, BORROWINGS
AND PROVISIONS 183 -

(i} Liabilities relating to restricted assets
There are no restricted assets (external or internal) applicable to the above liabilities.

2016
Current Nori-current

19 -

50 =
50 =

39 =
119 -
158 =

227 =
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Castlereagh Macquarie County Council

Notes to the Financial Statements
for the year ended 30 June 2017

Note 10a. Payables, borrowings and provisions (continued)

Actual Actual
§ 000 2017 2016
(ii) Current liabilities not anticipated to be settled within the next twelve months
The following liabilities, even though classified as current, are not expected
to be settled in the next 12 months.
Provisions — employees benefits 50 50
50 50
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Castlereagh Macquarie County Council

Notes to the Financial Statements
for the year ended 30 June 2017

Note 11. Statement of cash flows — additional information

$ °000
{a) Reconciliation of cash assets

Total cash and cash equivalent assets
Less bank overdraft
Balance as per the Statement of Cash Flows

{b) Reconciliation of net operating result
to cash provided from operating activities

Net operating result from Income Statement
Adjust for non-cash items:

Depreciation and amortisation

Net losses/(gains) on disposal of assets

+/- Movement in operating assets and llabilltles and other cash items:
Decreasef(increase} in receivables

Decrease/(increase) in inventories

Increase/(decrease) in payables

Increase/(decrease) in other accrued expenses payable
Increase/(decrease) in other liabilities

Increasef(decrease) in employee leave entitlements

Net cash provided fromf{used in)
operating activities from the Statement of Cash Flows

(¢) Non-cash investing and financing activities

Nil

(d) Financing arrangements

Nil

Note 12. Commitments for expenditure

Nil

Actual
2017

414

414

92

21
(5}

68
)

(1)

165

Financial Statements 2017

Actual
2016

338

338

193

(16)

(62)
(4)
(4)

(32)
3)
21

160
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Castlereagh Macquarie County Council

Notes to the Financial Statements
for the year ended 30 June 2017

Financial Stalements 2017

Note 13a(i). Statement of performance measurement — indicators (consolidated)

Amounts
$'000 2017

Local government industry indicators — consolidated
1. Operating performance ratio

Total continuing operating revenue " excluding capital
grants and contributions less operating expenses 87

Total continuing operating revenue * excluding capital 953
grants and contributions

2. Own source operating revenue ratio

Total continuing operating revenue

excluding all grants and contributions 157

Total continuing operating revenue 953

3. Unrestricted current ratio
Current assets less all external restrictions 477

Current liabilities less specific purpose liabilities & ¥ 133

4. Debt service cover ratio
Operating result " before capital excluding interest
and depreciationfimpairment/amortisation 114

Principal repayments (Statement of Cash Flows} 50
plus borrowing costs (Income Statement)

5. Rates, annual charges, interest and
extra charges outstanding percentage
Rates, annual and extra charges outslanding -

Rates, annual and extra charges collectible -

6. Cash expense cover ratio
Current year's cash and cash equivalents

plus all term deposits 12 414
Payments from cash flow of operating and 74

financing activities

Hotes

' Excludes fair value adjustments and reversal of revaluation decrements,

Indicator

2017

9.13%

16.47%

3.59x%

2.28x

0.00%

Prior periods

2016

16.97%

18.41%

2.63x

1.84x

0.00%

2015

-1.28%

13.72%

1.54x%

-0.07x

0.00%

562 mths 41mths 3.7 mths

net gainf{loss) on sale of assets and the net share of interests in joint ventures and associates.

' Refer Noles 6-8 inclusive.

Also excludes any real estate and land for resale not expected to be sold in the next 12 months,

9 Refer ta Note 10{a}.

Benchmark

=00

=LY

b

0%

Hurl

AN AT

¥} Refer to Note 10{a)(ii} - excludes all payables and provisions nof expecled to be paid in the next 12 months {incl. ELE).
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Castlereagh Macquarie County Council

Notes to the Financial Statements
for the year ended 30 June 2017

Note 13a(ii). Local government industry indicators — graphs (consolidated)

¥ . -
1. Operating performance ratio l l Commentary on 2016/17 result
| Purpose of —
20% - - . : | operaling
pcrfarrnance ratio 2016/17 ratio 9.13%
15% -
&
£ 0% |
3 17%, : This ratio measures Council's change in its operating
Coungil's achievement performance ratio is a direct reflection of the
5% 9% of conlaining operating flow on effect from the drop in income from
expendilure within plant hire and the increase in operating
aperating revenue.
0% - _ B8 | 9 overheads.
;a;; 2016 2017
-1% {
_5% o =
iy achives boenclinark
Sanmaan fon b inasrt s Dot o :‘..‘;-\;;mnlin(; Freaetioe onwd Fogyeial }\'r\_|m_|ii.1:,| 1 Foaniny = o sivle bBenglunark
iy Commentary an 2016/17 result
2, Own source operating revenue ratio l Purpose of own Y B
0% A y I sSource operating
| revenue ratio 2016/17 ratio  16,47%
60% = S e
. 50% - Council's Own Source Operating Ratio will
6‘; always be adversely impacted by the fact
B 0% This ratio measures that Constlituent Council contributions are
B 0% "sl"ca' "ex':)""?_" Itis the not taken into account in calculating this
! SOLEEITICRIanza0n ratio. Were they ta be included then this
| axternal funding i Id be in th d £ 80% and
20% | . sourees such e ratio would be in the order o % an
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Castlereagh Macquarie County Council

Notes to the Financial Statements

for the year ended 30 June 2017

Financial Slatemenis 2017

Note 13a(ii). Local government industry indicators — graphs (consolidated)

|
4. Debt service cover ratio
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Commentary on 2016/17 result

2016/17 ratio  2.28x

This ratio reflecls the amount repaid 1o
Constituent Councils in respect of advances
made to fund the organisational restructure

in 2014/15. Advances totallsd $250,000
which were repaid over three years with the

final repayment of $50,000 (5 x $10,000)
made in May, 2017 clearing the debt in full,

ain achizvis benchmark

et e oulsile Boenchanark

Cormmentary on 201617 result

201617 ratio  0.00%

The County Council is not a rating authority.,

Commentary on 20167 result

20167 ratio 5,62 mths

This ratio reflects the continuing
improvement in Council's cash flow position
as a result of the reduction in employee
overheads. It also demonstrates the need
to continue to match revenue incame with
operating expenditure

Fahie aichiesacs henclinark

FRaliry iz oniside Lenchnak

|
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Castlereagh Macquarie County Council

Notes to the Financial Statements
for the year ended 30 June 2017

Note 14. Investment properties

$000

Council has not classified any land or buildings as ‘investment properties’.

Note 15. Financial risk management

Risk management
Council’s activities expose it to a variety of financial risks including (1) price risk, {2) credit risk, (3) liquidity risk
and (4) interest rate risk.

The Council's overall risk management program focuses on the unpredictability of financial markets and seeks
to minimise potenlial adverse effects on the financial performance of the Council.

Council does not engage in transactions expressed in foreign currencies and is therefore not subject to foreign
currency risk.

Financial risk management is carried out by Council's finance section under policies approved by the Council.

A comparison by category of the carrying amounts and fair values of Council’s financial assets and financial
liahilities recognised in the financial statements is presented below.

Carrying value Fair value

2017 2016 2017 2016
FInancial assets
Cash and cash equivalents 414 338 414 338
Receivables 46 116 46 116
Total financial assets 460 454 460 454
Financial liabilities
Payables 24 19 24 19
Loansfadvances - 50 - 50
Total financial liabilities ' 24 69 24 69

Fair value is determined as follows:

- Cash and cash equivalents, receivables, payables — are estimated to be the carrying value that approximates

market value.

— Borrowings and held-to-maturity investments — are based upon estimated future cash flows discounted by the current
mkt interest rates applicable {0 assets and liabilities with similar risk profiles, unless quoted markst prices are available.

— Financial assets classified (i) ‘at fair value through profit and loss' or {ii) ‘available-for-sale’ — are based upon quoted
market prices (in active markets for identical investments) at the reporting date or independent valuation.

Refer to Note 27. Fair value measursmant for information regarding the fair value of financial assets and liabilities.
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Notes to the Financial Statements
for the year ended 30 June 2017

Note 15. Financial risk management (continued)

$’000

Council's objective is to maximise its return on cash and investments whilst maintaining an adequate level of
liquidity and preserving capital.

Council's finance area manages the cash and Investments portfolio with the assistance of independent
advisors,

Council has an investment policy which complies with the Local Government Act 1993 and Minister's
investment order. This policy is regularly reviewed by Council and it's staff and an investment report is tabled
before Council on a monthly basis setting out the portfolio breakup and its performance.
The risks associated with the investments held are:
— Price risk — the risk thal the capital value of Investments may fluctuate due to changes in market prices,
whether there changes are caused by factors specilic to individual financiat instruments or their issuers
or are caused by factors affecting similar instruments traded in a market,

- Interest rate risk — the risk that movements in interest rates could affect returns and income.

- Credit risk — the risk that the investment counterparty will not complete their obligations particular to a
financial instrument, resulting in a financial loss to Council - be it of a capital or income nature.

Councit manages these risks (amongst other measures) by diversifying its portfolio and only purchasing
investments with high credit ratings or capitat guarantees.

Council also seeks advice from independenl advisers before placing any funds in cash equivalents and
investments.

{a) Market risk — price risk and interest rate risk

The following represents a summary of the sensitivity of Council's Income Statement and accumulated surplus
(for the reporting period) due to a change in either the price of a financial asset or the interest rates applicable.

It is assumed that the change in interest rates would have been constant throughout the reporting period.

Increase of valuesirates Decrease of values/rates
2017 Profit Equity Profit Equity
Possible impact of a 1% movemant in interest rates 4 4 4) {(4)
2016
Possible impact of a 1% movement in interest rates 3 3 (3} (3}
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Notes to the Financial Statements
for the year ended 30 June 2017

Note 15. Financial risk management (continued)

$ 000
(b} Credit risk
Council's major receivables comprise (i) rates and annual charges and (fi} user charges and fees,

The major risk associated with these receivables is credit risk — the risk that debts due and payable to Council
may not be repaid in full.

Council manages this risk by monitoring outstanding debt and employing stringent debt recovery procedures.
It also encourages ratepayers to pay their rates by the due date through incentives.

Credit risk on rates and annual charges is minimised by the ability of Council to secure a charge over the land
relating to the debis — that is, the land can be sold (o recover the debt. Council is also able to charge interest

on overdue rates and annual charges at higher than market rates which further encourages the payment of debt.

There are no significant concentrations of credit risk, whether through exposure to individual customers,
specific industry sectors and/or regions,

The level of outstanding receivables is reported to Council monthly and benchmarks are set and monitored for
acceptable collection performance.

Council makes suitable provision for doubtful receivables as required and carries out credit checks on most
non-rate debtors.

There are no material receivables that have been subjected to a re-negotiation of repayment terms.

A profile of Council's receivables credit risk al balance date follows:

2017 2016
Other Other
receivables receivables

{i} Ageing of receivables — %
Current {not yet overdue) 100% 66%
Overdue 0% 34%
' 100% 100%
(ii) Ageing of receivables — value Other Other
Rates and annual charges Other receivables receivables receivables
et farznl 46 76
P yoars ovcrius 21 - G0 fays ovordue - 40
46 116
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Note 15. Financial risk management (continued)

$ ‘000
(¢) Liquidity risk

Payables and borrowings are both subject to liquidity risk — the risk that insufficient funds may be on hand
to meet payment obligations as and when they fall due.

Council manages this risk by monitoring its cash flow requirerments and liquidity levels and maintaining an
adequate cash buffer,

Payment terms can {in extenuating circumstances) also be extended and overdraft facilities utilised as required.

The contractual undiscounted cash outflows (ie. principal and interest) of Council's payables and borrowings
are set out in the maturity table below:

$ 000 Subject Total Actual
tono payable in: cash carrying
maturity =1 Year 1-2¥rs 2-3Y¥rs 3-4Yrs 4-5 Yrs *>5¥rs  outflows values

2017

Tradefother payables - 24 - - - - - 24 24
Total financial llabllities - 24 - - - - - 24 24
2016

Trade/other payables - 19 - - = - - 19 19
Loans and advances - 50 = = - R - 50 50
Total financial liabilities - 69 - - - - - 69. 69

Borrowings are also subject to interast rate risk — the risk that movements in interest rates could adversely
affect funding costs and debt servicing requirements. Council manages this risk through the diversification of
borrowing types, maturities and interest rate structures.

The following interest rates were applicable 2017 2016
to Council's borrowings at balance date: Carrying Average Carrying Average
value  interest rate value  interest rate
Trade/other payables 24 0.00% 19 0.00%
Loans and advances — fixed interest rate - 0.00% 50 0.00%
24 69
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Notes to the Financial Statements
for the year ended 30 June 2017

Note 16. Material budget variations

$ '000
Council's original financial budget for 16/17 was adopted by the Council on 26 June 2016.

While the Income Statement included in this General Purpose Financial Report must disclose the original
budget adopted by Coungil, the Local Government Act 1993 requires Council to review its financial budget
on a quarterly basis, so that it is able to manage the various variations between actuals versus budget that
invariably occur throughout the year,

This note sets out the details of material variations between Council’s original budget and its actual
results for the year as per the Income Statement — even though such variations may have been adjusted for
during each quarterly budget raview,

Note that for variations* of budget to actual :
Material variations represent those variances that amount to 10% or more of the original budgeted figure,
F = Favourable bydget variation, U = Unfavourable budget variation

2017 2017 2017
$ 000 Budget Actual  -meeeneees Variance" --——-—-
REVENUES
Rates and annual charges - - - 0% F
Council ts not a raling authority
User charges and fees 20 38 18 90% F
Reflects a drop in income from user fees and charges
Interest and investment revenue 6 6 - 0% F

Reflects income from interest on cash and investment reserves

Other revenues 160 . 113 (47) {29%) u
Reflects decreased income from plant operations.

Operating grants and contributions 794 796 2 0% F
Reflects minor drop in income from operating grants,

Capital grants and contributions — - - 0% F
Not applicable to current County Council operations.

Net gains from disposal of assets 6 5 {1) {17%) u
Reflects drop in profit from the sale of plant as detailed in Council’s Plant Replacement Programme,

Joint ventures and associates - net profits - - - 0% F
Council is not involved with any joint ventures.
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Note 16. Material budget variations (continued)

2017 2017 2017
$°000 Budget Actual e Variance”™ —-------
EXPENSES
Employee benefits and on-costs 600 592 8 1%
Reflects savings in employee overheads.
Borrowing costs = - - %
Councif no longer has any borrowing commitments
Materials and contracts 24 22 2 8%

Reflects a saving in materials including the cost of chemicals purchased in bulk from local suppliers

Depreciation and amortisation 22 27 {5) (23%)
The level of depreciation is increasing due to due fo changes in the age of the plant fleet. As older items of plant
are replaced plant values will increase.

Impairment expenses - - - 0%
Council buildings require little or no maintenance.

Other expenses 250 225 25 10%
This item includes plant operating expenses including major repairs, which are depreciating as new plant items
are acquired,

Net losses from disposal of assets - - - 0%
Council is achieving budget with any sales of older plant

Joint ventures and associates — net losses - - - 0%
Council is not invalved with any joint ventures at present

Operating result from discontinued operations = - - 0%
No aperations hav been discontinued.

Budget variations relating to Council’s Cash Flow Statement include;

Cash flows from operating activities 104 187 83 79.8%
Reflects variations in cash flows.

Cash flows from investing activities (78) (63) 15 (19.2%)
Relects variation in capital purchases.

Cash flows from financing activities (50} (50) = 0.0%
Reflects repayment of final instalment of constituent council advances
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Note 17. Statement of Developer Contributions

$’000

Council currently has no $24 Developer Conlribution Plans or $94 Funds on hand from prior years,

Note 18. Contingencies and other assets/liabilities not recognised

The following assets and liabilities do not qualify for
recognition in the Statement of Financial Position, but
their knowtedge and disclosure is considered relevant
to the users of Council's financial report.

LIABILITIES NOT RECOGNISED:
1. Guarantees

(i) Deflned benefit superannuation
contribution plans

Council pariicipates in an employer-sponsored
defined benefit superapnuation scheme, and makes
contributions as determined by the superannuation
scheme's trustees.

Member councils bear responsibility of ensuring there
are sufficient funds available to pay out ihe required
benefils as they fall due.

The schemes most recenl full actuarial review
indicated that the net assets of the scheme were
not sufficient to meet the accrued benefils of the
schemes defined benefit member category with
member councils required to make significantly
higher contributions in future years.

The Local Government Superannuation Schemea
however is unable to provide Council with an accurate
estimate of its share of the net deficit and accordingly
Council has not recorded any net liability from it's
defined benefit scheme obligations in accordance
with AASB 119.

Future contributions made to the defined benefit
scheme to rectify the net deficit position will be
recognised as an expense when they become
payable — similar to the accounting for defined
confributions plans.

{ii} Statewide Limited

Council is a member of Statewide Mutual, a mutual
pool scheme providing liability insurance to local
government.

Membership includes the potentlial to share in either
the net assets or liabilities of the fund depending on
its past performance. Council's share of the net
assets or liabilities reflects Council's contributions to
the pool and the result of insurance ¢laims within
each of the fund years.

The future realisation and finalisation of claims
incurred bul not reported 1o 30/6 this year may result
in future liabililies or benefits as a result of past
events that Council will be required to fund or share
in respaclively.

(iti) StateCover Limited

Council is a member of StateCover Mutual Limited
and holds a partly paid share in the entity.

StateCover is a company providing workers
compensation insurance cover to the NSW local
governmenl industry and spegcifically Council,

Council has a contingent liability to contribute further
equity in the event of the erosion of the company’s
capital base as a result of the company's past
performance and/or claims experience or as a result

of any increased prudential requirements from APRA,

These fulure equity contributions would be required
lo maintain the company’s minimum level of net
assets in accordance with its licence requirements,

{iv) Other guarantees

Council has provided no other guarantees other than
those listed above.
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Note 18. Contingencies and other assets/liabilities not recognised (continued)

$°000

LIABILITIES NOT RECOGNISED (continued):
2. Other liabilities

{i} Third party claims

The Councit is involved from time to time in various
claims incidental to the ordinary course of business
including claims for damages relating to its services.
Council believes that it is appropriately covered

for all claims through its insurance coverage and
does not expect any material liabilities to eventuate,

Note 19. Interests in other entities

Council has no interest in any controlled entities, joint arrangements or associates.
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Note 20. Retained earnings, revaluation reserves, changes in accounting
policies, changes in accounting estimates and errors

Actual Actual

$ 000 2017 2016
(a) Retained earnings
Movements in retained earnings were as follows:
Balance at beginning of year {from previous years audited accounts) 246 53
a. Net operating result for the year 92 193
Balance at end of the reporting period 338 246
(b) Revaluation reserves
(i} Reserves are represented by:

— Infrastructure, property, plant and equipment revaluation reserve 184 184

Total 184 184
{ii) Reconciliation of movements in reserves:

Infrastructure, property, plant and equipment revaluation reserve

— Opening balance 184 184

- Balance at end of year 184 184

TOTAL VALUE OF RESERVES 184 184

{iif) Nature and purpose of reserves
Infrastructure, property, plant and equipment revaluation reserve
— The infrastructure, property, plant and aguipment revaluation
reserve is used to record increments/decrements of non-current
asset values due to their revaluation.
(c) Correction of error/s relating to a previous reporting period
Council made no correction of errors during the current reporting period.

{d} Voluntary changes in accounting policies

Council made no voluntary changes in any accounting policies during the year.

Note 21. Financial result and financial position by fund

Council utilises only a general fund for its operations.
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Note 22. ‘Held for sale’ non-current assets and disposal groups

$000

Council did not classify any non-current assets or disposal groups as ‘held for sale',

Note 23. Events occurring after the reporting date

Events that occur between the end of the reporting period (30 June 2017} and the date when the financial
statements are ‘authorised for issue’ have been taken into account in preparing these statements.

Council has adopted the date of receipt of the Auditors’ Report as the applicable ‘authorised for issue’ date
relating to these General Purpose Financial Statements.

Accordingly, the ‘authorised for issue’ dale is 28/02/18.

Events that occur after the reporting period represent one of twa types:

(i} Events that provide evidence of conditions that existed at the reporting period

These financial statements (and the figures therein} incorporate all ‘adjusting events' that provided evidence of
conditions that existed at 30 June 2017,

(ii) Events that provide evidence of conditions that arose after the reporting period

These financial statements (and figures therein) do not incorporate any ‘non-adjusting events' that have occurred
after 30 June 2017 and which are only indicative of conditions that arose after 30 June 2017,

Council Is unaware of any material or significant ‘non-adjusting events’ that should be disclosed.

Note 24. Discontinued operations

Council has not classified any of its operations as 'discontinued’.

Note 25. Intangible assets

Intangible assets represent identifiable non-monetary assets without physical substance.

Council is unaware of any control over intangible assets that warrant recognition in the financial statements,
including either internally generated and developed assets or purchased assets.

Note 26. Reinstatement, rehabilitation and restoration liabilities

Councitl has no outstanding obligations to make, restore, rehabilitate or reinstate any of its assets/operations.
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Note 27. Fair value measurement

$'000
The Council measures the following asset and liability classes at fair value on a recurring basis:

— Infrastructure, property, plant and equipment

The fair value of assets and liabilities must be estimated in accordance with various accounting standards for
gither recognition and measurement requirements or for disclosure purposes.

AASE 13 Fair Value Measurement requires all assets and liabilities measured at fair value to be assigned to a
‘level’ in the fair value hierarchy as follows:

Level 1: Unadjusted quoted prices in active markets for identical assets or liabilities that the entity can access
at the measurement date.

Level 2: Inputs other than quoted prices included within level 1 that are observable for the asset or liability,
either directly or indirectly.

Level 3: Inputs for the asset or liability that are not based on observable market data (unobservable inputs).

{1) The following table presents all assets and liabilities that have been measured and recognised at
fair values:

[ Fair value measurement hierarchy |

2017 Level 1 Level 2 Level 3 Total
i Quoted Significanl Significanl
Recurring fair value measurements e prices in observable  unobservable
et active mkts inputs inputs
Infrastructure, property, plant and equipment
Plant and Office Equipment - 115 - 115
Operational Land - 4 - 4
Buildings {non specialised) - 109 - 109
Total infrastructure, property, plant and equipment - 228 - 228
| Fair value measurement hierarchy |
2016 Level 1 Level 2 Level 3 Total
Quoted Significanl Significan|
Recurring fair value measurements RS prices in cbservable  unobservable
st i aclive mkts inputs inputs
Infrastructure, property, plant and equipment
Plant and Office Equipment ML - 70 - 70
Operational Land ERUENET - 4 - 4
Buildngs (non specialised} T3 - 117 - 117
Total infrastructure, property, plant and equipment - 191 e 191

(2) Transfers between level 1 and level 2 fair value hierarchies

During the year, there were no transfers between level 1 and level 2 fair value hierarchies for recurring fair
value measurements,
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INDEPENDENT AUDITOR’S REPORT

Report on the general purpose financial statements

Castlereagh Macquarie County Council

To the Councillors of the Castlereagh Macquarie County Council

Opinion

| have audited the accompanying financial statements of Castlereagh Macquarie County Council
({the Council), which comprise the statement of financial position as at 30 June 2017, the income
statement, the statement of comprehensive income, statement of changes in equity and statement of

cash flows for the year then ended, notes comprising a summary of significant accounting policies and
other explanatory information, and the Statement by Councillors and Management,

In my opinion,
. the Council’s accounting records have been kept in accordance with the requirements of the
Local Government Act 1993, Chapter 13, Part 3, Division 2 (the Division)
. the financial statements:
- have been presented, in all material respects, in accordance with the requirements of this
Division

- are consistent with the Council’s accounting records

- present fairly, in all material respects, the financial position of the Council as at
30 June 2017, and of its financial performance and its cash flows for the year then ended
in accordance with Australian Accounting Standards

. all information relevant to the conduct of the audit has been obtained
. no material deficiencies in the accounting records or financial statements have come to light
during the audit.

My opinion should be read in conjunction with the rest of this report.

Basis for Opinion

| conducted my audit in accordance with Australian Auditing Standards. My responsibilities under the
standards are described in the ‘Auditor's Responsibilities for the Audit of the Financial Statements’
section of my report.

I am independent of the Council in accordance with the requirements of the;

. Ausfralian Auditing Standards

. Accounting Professional and Ethical Standards Board's APES 110 ‘Code of Ethics for
Professional Accountants’ (APES 110).

I have fulfilled my other ethical responsibilities in accordance with APES 110.

Level 15, 1 Margarst Sirest, Sydney NSW 2000 | GPO Box 12, Sydney NSW 2001 1 t 029275 7101 | 102 9275 7179 | & mai@audibnsw.govau | auditnsw.gov.au



Parliament promotes independence by ensuring the Auditor-General and the Audit Office of
New South Wales are not compromised in their roles by:

. providing that only Parliament, and not the executive government, can remove an
Auditor-General

. mandating the Auditor-General as auditor of councils

. precluding the Auditor-General from providing non-audit services.

| believe the audit evidence | have obtained is sufficient and appropriate to provide a basis for my
audit opinion.

Other Matter

The financial statements of the Council for the year ended 30 June 2016 were audited by another
auditor who expressed an unmodified opinion on that financial statement on 28 Qctober 2016.

The Councillors’ Responsibility for the Financial Statements

The Councillors are responsible for the preparation and fair presentation of the financial statements in
accordance with Australian Accounting Standards and the Local Government Act 1993, and for such
internal control as the Councillors determine is necessary to enable the preparation and fair
presentation of the financial statements that are free from material misstatement, whether due to fraud
or error.

In preparing the financial statements, the Councillors must assess the Council's ability to continue as a
going concern except where the Council will be dissclved or amalgamated by an Act of Parliament.
The assessment must disclose, as applicable, matters related to going concern and the
appropriateness of using the going concern basis of accounting.

Auditor’s Responsibility for the Audit of the Financial Statements
My objectives are to:

. obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error
. issue an [Independent Auditor's Report including my opinion.

Reasonable assurance is a high level of assurance, but does not guarantee an audit conducted in
accordance with Australian Auditing Standards will always detect material misstatements.
Misstatements can arise from fraud or error. Misstatements are considered material if, individually or in
aggregate, they could reasonably be expected to influence the economic decisions users take based
on the financial statements.

A description of my responsibilities for the audit of the financial statements is located at the Auditing
and Assurance Standards Board website at: www auasb.gov.au/auditors responsibilities/ar3 pdf
The description forms part of my auditor's report.




My opinion does not provide assurance:

. that the Council carried out its activities effectively, efficiently and economically

. on the Original Budget information included in the Income Statement, Statement of Cash Flows,
Note 2(a} and Note 16 budget variation explanations

. on the attached Special Schedules

. about the security and controls over the electronic publication of the audited financial
statements on any website where they may be presented

. about any other information which may have been hyperlinked to/from the financial statements.

C

Caroline Karakatsanis
Director, Financial Audit Services

28 February 2018
SYDNEY
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Castlereagh Macquarie County Council Phoneno: 02 9275 7143

PO Box 664 Our ref: D1804258/1815

WALGETT NSW 2832

28 February 2018

Dear Mr Batten

Report on the Conduct of the Audit
for the 30 June 2017

Castlereagh Macquarie County Council

| have audited the general purpose financial statements of the Castlersagh Macquarie County Council
(the Council) for the year ended 30 June 2017 as required by s415 of the Local Government Act 1993
(the Act}.

| expressed an unmodified opinion on the Council's general purpose financial statements.

This Report on the Conduct of the Audit (the Report) for the Council for the year ended 30 June 2017
is issued in accordance with section 417 of the Act. This Report should be read in conjunction with my
audit opinion on the general purpose financial statements issued under section 417(2) of the Act.

INCOME STATEMENT

Operating resulit

2017 2016 Variance

$m $m %
ft:::rt;::t'::ns revenue 0.8 0.9 6.4 §
:J;:;a:l::a:esult 0.1 0.2 523 §
Net operating result 0.1 0.2 523 1

before capital amounts

Level 15, T Margaret Streat, Sydney NSW 2000 | GPO Box 12, Sydney NSW 2001 | t02 3275 7100 | £02 9275 7200 | e mail@audilnsw.govau | audit.new.gov.ad
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The operating result was impacted by:

-] Grants and contributions for operating purposes were $55,000 lower than 2017 due to less
funding from the noxious weeds grant and no contribution for Hudson Pear.,

o Employee expenses were $55,000 lower than 2017 due to less works being performed as
spraying weeds is based on the funding available.

STATEMENT OF CASH FLOWS

The net cash inflow of $78,000
(outflow of $53,000 in 2016} was due
to a $85,000 improvement in cash
provided by operating activities. This
allowed Council to acquire $64,000 in
IPP&E ($5,000 lower than 2016) and
make loan repayments of $50,000.

FINANCIAL POSITION

Cash and Investments
Restricted Cash and 2017
Investments

$m

External restrictions 0.0
Internal restrictions 0.12
Unrestricted 0.29
Cash and investments 0.41

$ million

05
04
03
02
01
00
-01

2016

$m
0.0
0.11
0.23
0.34

Statement of Cash Flows

| 80

2015 2016 2017
Year ended 30 June
= Net cash flow  Cash and cash equivalents

Commentary

Externally restricted balances include unexpended
specific purpose grants, water, sewer and domestic
waste managsment.

Balances are internally restricted due to Council policy
or decision for forward plans including works programs.
Unrestricted balances provide liquidity for day to day
operations.
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PERFORMANCE RATIOS

The definition of each ratio analysed below is included in Note 13 of the Council's audited general

purpose financial statements.
Operating performance ratio

The Council has achieved a strong
ratio of 9.13 per cent. Council has

exceeded the benchmark for the past 20
2 years, 15
The ‘operating performances ratio’ Ratio 10
measuras how well council contained % 5
operating expenditure within operating

revenue (excluding capital grants and 0
contributions, fair valus adjustments, 5

and reversal of revaluation
decrements). The benchmark set by
the Office of Local Government (CLG)
is greater than zero per cent.

Own source operating revenue ratio

Council is well below this benchmark
as its main source of income is from

mm Operating performance ratio

Operating performance ratio

I

2015 2016 2017

Year ended 30 June

Industry benchmark > 0%

Own source operating revenue ratio

member Council contributions. 80 ¢
The ‘own source operating revenue 60
ratio’ measures council's fiscal Ratio
flexibility and the degree to which it % 40
relies on external funding sources
such as operating grants and 20
contributions. The benchmark set by 0
OLG is greater than 60 per cent.

Unrestricted current ratio
Council effectively manages its
liquidity to consistently exceed the
benchmark of 1.5 times. 3 g
The 'unrestricted current ratio’ is 3
specific to local government and Ratio 25
represents council's ability to meet its X 2
short-term obligations as they fall due. 1.5
The benchmark set by OLG is greater 1
than 1.5 times. 05

0

2015 2016 2017

Year ended 30 Juns
Cwn source operating revenue ratio
e |ndustry benchmark > 80%

Unrestricted current ratio

2016
Year ended 30 June

20156 2017

Unrestricted current ratio ==Industry benchmark > 1.5x
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Debt service cover ratio

This ratio has improved over the past

Debt service cover ratio
few years. Council has now fully

repaid the member advances. 25 [

The ‘debt service cover ratio’ 2 r T B
measures the operating cash to Ratio 15 |

service debt including interest, X 1|

principal and lease payments. The :

benchmark set by OLG is greater than 0.5 |

two times. 0 — : =y

05 | 2015 2016 2017

Year ended 30 June
Debt service cover ratio === |ndustry benchmark > 2x

Cash expense cover ratio

Council has continued to improve this Cash expense cover ratio
ratio as its financial position has

strengthened Council has exceeded
the benchmark for the past 3 years.

This liquidity ratio indicates the number
of months the council can continue
paying for its immediate expenses
without additional cash inflow. The
benchmark set by OLG is greater than
three months.

Ratio
{months)
[ S 1 B B S 5, B v
|

— i

2015 2016 2017
Year ended 30 June

Cash expense cover ratio ====|ndustry benchmark > 3 months

OTHER MATTERS

New accounting standards implemented

AASB 124 ‘Related Party Disclosures’

Effective for annual reporting periods AASB 20156 extended the scope of AASB 124 to include not-
beginning on or 1 July 2016 for-profit public sector entities. As a result, Council's financial
statements disclosed the:

© compensation paid to their key management personnel
© nature of their related party relationships

© amount and nature of their related party transactions,
outstanding balances and commitments and outstanding
balances (including commitments).
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Legislative compliance

My audit procedures did not identify any instances of non-compliance with legislative requirements or
a material deficiency in the Council’'s accounting records or financial reports. The Council’s:

o accounting records were maintained in a manner and form to allow the general purpose
financial statements to be prepared and effectively audited

o staff provided all accounting records and information relevant to the audit.

C

Caroline Karakatsanis
Director, Financial Audit Services

cc: Mr Don Ramsland, General Manager
Tim Hurst, Acting Chief Executive of the Office of Local Government



