HAWKESBURY CITY COUNCIL

FINANCIZ
STATEM EN

for the year ended 30 June 2014/s

General Purpose
Special Purpose
Special Schedules

SHAPING OUR FUTURE




This document contains important information.
If you do not understand it, contact the

Telephone Interpreter Service on 131 450.

Hawkesbury City Council

Address: 366 George Street
Windsor NSW 2756
Mailing Address: PO Box 146

WINDSOR NSW 2756
Phone: (02) 4560 4444
Fax: (02) 4587 7740
Hawkesbury MIgEIR council@hawkesbury.nsw.gov.au
RS Council Website:  www.hawkesbury.nsw.gov.au
Office Hours: Monday to Friday 8:30am-5pm

October 2014



Table of Contents

Part 1 General Purpose Financial Statements
Part2  Special Purpose Financial Statements

Part3  Special Schedules .........ccccccevveeiinnnnee.

Hawkesbury City Council

Financial Statements for the year ended 30 June 2014






Part 1
eneral Purpose Financial Statements

For the year ended 30 June 2014






Contents

Understanding Council's Financial Statements ...........coooiiiiiiiiiei e 5
Statement by Councillors and ManagemeENnt.............uuviiiiii i a e 6
Primary Financial StatemENts .........ooouiiiiiiie e e a e 7
INCOME SEALEMENT ......eeiiiie bt a e aa b e b ae e e e e asasasasasasasasnsnsnsasssssnnsssnsnsnnnnnnns 7
Statement of CoOmMPrehensive INCOME ...........uviiiiiiii e 8
Statement of Financial Position ... 9
Statement of Changes iN EQUILY .......ueeiiiiii e e e e e e e e e e annnees 10
Statement of Cash FIOWS ... 11
Notes to the Financial Statements ....... ..o 13
[aTo (=Y o1 ale F=Y T AN N o 11 (o] =T 2T o L] o £ 91
On the Financial Statements - (SECt 417 [2]) ..evvieeiiiiiieeee e e 91
On the Conduct of the Audit - (SECt 417 [3]) .eeeiueeiieiiiiie e e 93
Overview

(i) These financial statements are General Purpose Financial Statements and cover the
consolidated operations for Hawkesbury City Council.

(i)  Hawkesbury City Council is a body politic of NSW, Australia - being constituted as a Local
Government area by proclamation and is duly empowered by the Local Government Act (LGA)
1993 of NSW.
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,

. the responsibility for administering regulatory requirements under the LGA and
. a role in the management, improvement and development of the resources in the area.

A description of the nature of Council's operations and its principal activities are provided in
Note 2(b).

(iii)  All figures presented in these financial statements are presented in Australian Currency.

(iv)  These financial statements were authorised for issue by the Council on 28 October 2014.
Council has the power to amend and reissue these financial statements.
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Understanding Council's Financial Statements

Introduction

Each year, individual Local Governments
across NSW are required to present a set of
audited financial statements to their Council
and Community.

What you will find in the Statements

The financial statements set out the financial
performance, financial position and cash flows
of Council for the financial year ended 30 June
2014.

The format of the financial statements is
standard across all NSW Councils and
complies with both the accounting and
reporting requirements of Australian
Accounting Standards and requirements as set
down by the Office of Local Government.

About the Councillor/Management
Statement

The financial statements must be certified by
Senior staff as "presenting fairly" the Council's
financial results for the year, and are required
to be adopted by Council - ensuring both
responsibility for and ownership of the financial
statements.

About the Primary Financial Statements

The financial statements incorporate five
"primary" financial statements:

1. The Income Statement

Summarises Council's financial performance
for the year, listing all income and expenses.

This statement also displays Council's original
adopted budget to provide a comparison
between what was projected and what actually
occurred.

2. The Statement of Comprehensive
Income

Primarily records changes in the fair values of
Council's Infrastructure, Property, Plant and
Equipment.

3. The Statement of Financial Position
A 30 June snapshot of Council's financial

position indicating its Assets, Liabilities and
“Net Wealth”.

4. The Statement of Changes in Equity

The overall change for the year (in dollars) of
Council's "Net Wealth".

5. The Statement of Cash Flows

Indicates where Council's cash came from and
where it was spent.

This statement also displays Council's original
adopted budget to provide a comparison
between what was projected and what actually
occurred.

About the Notes to the Financial
Statements

The Notes to the financial statements provide
greater detail and additional information on the
five primary financial statements.

About the Auditor's Reports

Council's financial statements are required to
be audited by external accountants (that
generally specialise in Local Government).

In NSW, the Auditor provides two audit
reports:

1. An opinion on whether the financial
statements present fairly the Council's
financial performance and position, and

2. Their observations on the conduct of the
Audit including commentary on the
Council's financial performance and
financial position.

Who uses the Financial Statements?

The financial statements are publicly available
documents and must be presented at a
Council meeting between seven days and five
weeks after the date of the Audit Report.

Submissions from the public can be made to
Council up to seven days subsequent to the
public presentation of the financial statements.

Council is required to forward an audited set of
financial statements to the Office of Local
Government.
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Statement by Councillors and Management
made pursuant to Section 413(2)(c) of the Local Government Act 1993 (as amended)

The attached General Purpose Financial Statements have been prepared in accordance with:
® The Local Government Act 1993 (as amended) and the Regulations made thereunder,
®  The Australian Accounting Standards and professional pronouncements, and

®  The Local Government Code of Accounting Practice and Financial Reporting.

To the best of our knowledge and belief, these Financial Statements:
® present fairly the Council's operating result and financial position for the year, and
® accords with Council's accounting and other records.

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

Signed in accordance with a resolution of Council made on 14 October 2014.

2, /./Q@ﬂ/

Councillor Kim Ford Councillor Bob Porter
MAYOR COUNCILLOR

/ i
€ (o,
Mr Peter Jackson / Ms Emma Galea
GENERAL MANAGER RESPONSIBLE ACCOUNTING OFFICER
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Income Statement
for the financial year ended 30 June 2014

Original Budget as approved by Council - refer Note 16

Budget Actual Actual
2014  $'000 Notes 2014 2013
Income from Continuing Operations
Revenue:

42,525 Rates & Annual Charges 3a 43,097 40,421
4,586  User Charges & Fees 3b 5,736 5,272
1,382 Interest & Investment Revenue 3c 2,012 2,173
3,374  Other Revenues 3d 7,364 4,903
6,687  Grants & Contributions provided for Operating Purposes 3e,f 6,252 8,508

490 Grants & Contributions provided for Capital Purposes 3e,f 18,354 14,354
Other Income:
- Net gains from the disposal of assets 5 9 24
Net Share of interests in Joint Ventures & Associated
- Entities using the equity method 19 170 340
59,044  Total Income from Continuing Operations 82,994 75,995
Expenses from Continuing Operations
18,639 Employee Benefits & On-Costs 4a 24,054 22,068
759  Borrowing Costs ab 574 33
19,176  Materials & Contracts 4c 18,714 18,154
19,051 Depreciation & Amortisation ad 14,428 14,315
- Impairment ad - -
11,872  Other Expenses 4e 10,582 10,161
69,497 Total Expenses from Continuing Operations 68,352 64,731
(10,453) Operating Result from Continuing Operations 14,642 11,264
(10,453) Net Operating Result for the Year 14,642 11,264
(10,453) Net Operating Result attributable to Council 14,642 11,264
- Net Operating Result attributable to Non-controlling Interests - -
Net Operating Result for the year before Grants and
(10,943) Contributions provided for Capital Purposes (3,712) (3,090)

Financial Assistance Grants for 13/14 are lower, reflecting a timing difference due to a change in how the grant is paid - refer Note 3 (e)

This statement should be read in conjunction with the accompaning Notes
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Statement of Comprehensive Income
for the financial year ended 30 June 2014

Actual Actual
$'000 Notes 2014 2013
Net Operating Result for the year (as per Income statement) 14,642 11,264
Other Comprehensive Income:
Amounts which will not be reclassified subsequently to the Operating Result
Gain (loss) on revaluation of |,PP&E 20b (ii) 8,242 30,101
Adjustment to correct prior period errors (1,576) 1,865
Total Iltems which will not be reclassified subsequently
to the Operating Result 6,666 31,966
Amounts which will be reclassified subsequently to the Operating Result
when specific conditions are met
Nil
Total Other Comprehensive Income for the year 6,666 31,966
Total Comprehensive Income for the Year 21,308 43,230
Total Comprehensive Income attributable to Council 21,308 43,230

Total Comprehensive Income attributable to Non-controlling Interests

This statement should be read in conjunction with the accompanying Notes
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Statement of Financial Position
as at 30 June 2014

Actual Actual
$'000 Notes 2014 2013
ASSETS
Current Assets
Cash & Cash Equivalents 6a 6,221 7,498
Investments 6b 37,000 37,010
Receivables 7 5,351 5,110
Inventories 8 309 297
Other 8 703 593
Total Current Assets 49,584 50,508
Non-Current Assets
Receivables 7 1,107 1,165
Infrastructure, Property, Plant & Equipment 9 794,230 774,527
Investments accounted for using the equity method 19 2,349 2,178
Investment Property 14 34,946 31,690
Total Non-Current Assets 832,632 809,560
TOTAL ASSETS 882,216 860,068
LIABILITIES
Current Liabilities
Payables 10 6,798 5,938
Borrowings 10 800 400
Provisions 10 7,711 7,098
Total Current Liabilities 15,309 13,436
Non-Current Liabilities
Borrowings 10 5,996 7,053
Provisions 10 5,275 5,251
Total Non-Current Liabilities 11,271 12,304
TOTAL LIABILITIES 26,580 25,740
Net Assets 855,636 834,328
EQUITY
Retained Earnings 20 332,048 318,982
Revaluation Reserves 20 523,588 515,346
Council Equity Interest 855,636 834,328
Non-controlling Interests - -
Total Equity 855,636 834,328

This statement should be read in conjunction with the accompaning Notes
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Statement of Changes in Equity
for the financial year ended 30 June 2014

Total
$'000 Notes (Refer 20b) Equity
2014
Opening Balance (as per Last Year's Audited Accounts) 318,982 515,346 834,328 - 834,328
a. Correction of Prior Period Errors 20 (c) - - - - -
b. Changes in Accounting Policies (prior year effects) 20 (d) - - - - -
Revised Opening Balance (as at 1/7/13) 318,982 515,346 834,328 - 834,328
c. Net Operating Result for the Year 14,642 14,642 - 14,642
d. Other Comprehensive Income

- Revaluations : IPP&E Asset Revaluation Rsve 20b (ii) - 8,242 8,242 - 8,242
- Correction of Prior Period Errors (retained earnings) 20a (1,576) - (1,576) - (1,576)
Other Comprehensive Income (1,576) 8,242 6,666 - 6,666
Total Comprehensive Income (c&d) 13,066 8,242 21,308 - 21,308
e. Distributions to/(Contributions from) Non-controlling Interests - - - - -
f. Transfers between Equity - - - - -
Equity - Balance at end of the reporting period 332,048 523,588 855,636 - 855,636
Non-

Retained  Reserves Council controlling Total
$'000 Notes Earnings (Refer 20b) Interest Interest Equity
2013
Opening Balance (as per Last Year's Audited Accounts) 305,853 485,245 791,098 - 791,098
a. Correction of Prior Period Errors 20 (c) - - - - -
b. Changes in Accounting Policies (prior year effects) 20 (d) - - - - -
Revised Opening Balance (as at 1/7/12) 305,853 485,245 791,098 - 791,098
c. Net Operating Result for the Year 11,264 - 11,264 - 11,264
d. Other Comprehensive Income
- Revaluations : IPP&E Asset Revaluation Rsve 20b (ii) - 30,101 30,101 - 30,101
- Correction of Prior Period Errors 20a 1,534 - 1,534 - 1,534
- Correction of Prior Period Errors (retained earnings) 20a 331 - 331 - 331
Other Comprehensive Income 1,865 30,101 31,966 - 31,966
Total Comprehensive Income (c&d) 13,129 30,101 43,230 - 43,230
e. Distributions to/(Contributions from) Non-controlling Interests - - - - -
f. Transfers between Equity - - - - -
Equity - Balance at end of the reporting period 318,982 515,346 834,328 - 834,328

This statement should be read in conjunction with the accompaning Notes
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Statement of Cash Flows
for the financial year ended 30 June 2014

Please refer to Note 11 for information on the following:

- Non Cash Financing & Investing Activities.

- Financing Arrangements.

- Net cash flow disclosures relating to any Discontinued Operations

This statement should be read in conjunction with the accompanying Notes

Budget Actual Actual

2014  $'000 Notes 2014 2013

Cash Flows from Operating Activities
Receipts:

42,525 Rates & Annual Charges 43,190 40,263
4,574  User Charges & Fees 6,948 3,421
1,587 Investment & Interest Revenue Received 2,014 2,263
7,177  Grants & Contributions 9,456 12,542

- Bonds, Deposits & Retention amounts received 589 418
3,386  Other 8,252 7,109
Payments:

(18,637) Employee Benefits & On-Costs (23,441) (21,393)

(19,177) Materials & Contracts (18,845) (17,907)

(302) Borrowing Costs (194) (173)

(11,873) Other (14,202) (15,173)

9,260 Net Cash provided (or used in) Operating Activities 11b 13,767 11,370
Cash Flows from Investing Activities
Receipts:
Sale of Investment Securities 48,770 59,450

872  Sale of Infrastructure, Property, Plant & Equipment 1,058 1,229

Payments:
Purchase of Investment Securities (48,760) (61,010)
Purchase of Investment Property (145) (24)
(9,563) Purchase of Infrastructure, Property, Plant & Equipment (15,167) (13,296)
(8,691) Net Cash provided (or used in) Investing Activities (14,244) (13,651)
Cash Flows from Financing Activities
Receipts:
5,260 Proceeds from Borrowings & Advances - 5,260
Payments:

(799) Repayment of Borrowings & Advances (800) (400)
4,461 Net Cash Flow provided (used in) Financing Activities (800) 4,860
5,030 Net Increase/(Decrease) in Cash & Cash Equivalents (1,277) 2,579
7,498  plus: Cash & Cash Equivalents - beginning of year 11a 7,498 4,919

12,528  Cash & Cash Equivalents - end of the year 11a 6,221 7,498
Additional Information:
plus: Investments on hand - end of year 6b 37,000 37,010
Total Cash, Cash Equivalents & Investments 43,221 44,508
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Notes to the Financial Statements
For the financial year ended 30 June 2014
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Notes to the Financial Statements
For the financial year ended 30 June 2014

Note 1. Summary of Significant Accounting Policies

The principal accounting policies adopted by
Council in the preparation of these
consolidated financial statements are set out
below in order to assist in its general
understanding.

Under Australian Accounting Standards
(AASBSs), accounting policies are defined as
those specific principles, bases, conventions,
rules and practices applied by a reporting
entity (in this case Council) in preparing and
presenting its financial statements.

A. Basis of preparation
0] Background

These financial statements are general
purpose financial statements which have been
prepared in accordance with;

. Australian Accounting Standards and
Australian Accounting Interpretations
issued by the Australian Accounting
Standards Board,

. the Local Government Act (1993) and
Regulation, and

. the Local Government Code of
Accounting Practice and Financial
Reporting.

For the purpose of preparing these financial
statements, Council has been deemed to be a
not-for-profit entity.

(i)  Compliance with International
Financial Reporting Standards
(IFRSs)

Because AASBs are sector neutral, some
standards either:

(a) have local Australian content and
prescription that is specific to the Not-
For-Profit sector (including Local
Government) which are not in
compliance with IFRS’s, or

(b)  specifically exclude application by Not
for Profit entities.

Accordingly in preparing these financial
statements and accompanying notes, Council
has been unable to comply fully with
International Accounting Standards, but has
complied fully with Australian Accounting
Standards.

Under the Local Government Act (LGA),
Regulations and Local Government Code of
Accounting Practice and Financial Reporting, it
should be noted that Councils in NSW only
have a requirement to comply with AASBs.

(i)  New and amended standards
adopted by Council

During the current year, the following relevant
standards became mandatory for Council and
have been adopted:

. AASB 13 Fair Value Measurement
. AASB 119 Employee Benefits

AASB 13 Fair Value Measurement has not
affected the assets or liabilities which are to be
measured at fair value, however it provides
detailed guidance on how to measure fair
value in accordance with the accounting
standards.

It introduces the concept of highest and best
use for non-financial assets and has caused
the Council to review their valuation
methodology.

The level of disclosures regarding fair value
have increased significantly and have been
included in the financial statements at Note 27.

AASB 119 Employee Benefits introduced
revised definitions for short-term employee
benefits.

Whilst the Council has reviewed the annual
leave liability to determine the level of annual
leave which is expected to be paid more than
12 months after the end of the reporting
period, there has been no material effect on
the amounts disclosed as leave liabilities since
Council’s existing valuation policy was to
discount annual leave payable more than 12
months after the end of the reporting period to
present values.
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(iv) Early adoption of Accounting
Standards

Council has not elected to apply any
pronouncements before their operative date in
the annual reporting period beginning 1 July
2013.

Refer further to paragraph (AB) relating to a
summary of the effects of Standards with
future operative dates.

(v) Basis of Accounting

These financial statements have been
prepared under the historical cost convention
except for:

(i) certain financial assets and liabilities at
fair value through profit or loss and
available-for-sale financial assets which
are all valued at fair value,

(i)  the write down of any Asset on the basis
of Impairment (if warranted) and

(i)  certain classes of non current assets
(e.g. Infrastructure, Property, Plant and
Equipment and Investment Property)
that are accounted for at fair valuation.

The accrual basis of accounting has also been
applied in their preparation.

(vi) Changes in Accounting Policies

Council’s accounting policies have been
consistently applied to all the years presented,
unless otherwise stated.

There have also been no changes in
accounting policies when compared with
previous financial statements unless otherwise
stated [refer Note 20(d)].

(vii) Critical Accounting Estimates

The preparation of financial statements
requires the use of certain critical accounting
estimates (in conformity with AASBs).

Accordingly this 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 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 are
set out below:

(i) Estimated fair values of investment
properties

(i)  Estimated fair values of infrastructure,
property, plant and equipment.

(i)  Estimated remediation provisions.

Critical judgements in applying 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.

(i)  Projected Section 94 Commitments -
Council has used significant judgement
in determining future Section 94 income
and expenditure in Note 17.

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 it and specific criteria have been met for
each of the Council’s activities as described
below.

Council bases any estimates on historical
results, taking into consideration the type of
customer, the type of transaction and the
specifics of each arrangement.
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Revenue is measured at the fair value of the
consideration received or receivable.

Revenue is measured on major income
categories as follows:

Rates, Annual Charges, Grants and
Contributions

Rates, annual charges, grants and
contributions (including developer
contributions) are recognised as revenues
when the Council obtains control over the
assets comprising these receipts.

Control over assets acquired from rates and
annual charges is obtained at the
commencement of the rating year as it is an
enforceable debt linked to the rateable
property or, where earlier, upon receipt of the
rates.

A provision for the impairment on rates
receivables has not been established as
unpaid rates represent a charge against the
rateable property that will be recovered when
the property is next sold.

Control over granted 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.

Revenue from Contributions is recognised
when the Council either obtains control of the
contribution or the right to receive it, (i) it is
probable that the economic benefits
comprising the contribution will flow to the
Council and (ii) the amount of the contribution
can be measured reliably.

Where grants or contributions recognised as
revenues during the financial year were
obtained on condition that they be expended in
a particular manner or used over a particular
period and those conditions were
undischarged at balance date, the unused
grant or contribution is disclosed in Note 3(g).

Note 3(g) also discloses the amount of unused
grant or contribution from prior years that was
expended on Council’s operations during the
current year.

The Council has obligations to provide facilities
from contribution revenues levied on
developers under the provisions of S94 of the
EPA Act 1979.

Whilst Council generally incorporates these
amounts as part of a Development Consents
Order, such developer contributions are only
recognised as income upon their physical
receipt by Council, due to the possibility that
individual Development Consents may not be
acted upon by the applicant and accordingly
would not be payable to Council.

Developer contributions may only be
expended for the purposes for which the
contributions were required but the Council
may apply contributions according to the
priorities established in work schedules.

A detailed Note relating to developer
contributions can be found at Note 17.

User Charges, Fees and Other Income

User charges, fees and other income
(including parking fees and fines) are
recognised as revenue when the service has
been provided, the payment is received, or
when the penalty has been applied, whichever
first occurs.

A provision for the impairment of these
receivables is recognised when collection in
full is no longer probable.

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

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.

Interest and Rents

Rental income is accounted for on a straight-
line basis over the lease term.

Interest Income from Cash and Investments is
accounted for using the effective interest rate
at the date that interest is earned.

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.
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C. Principles of Consolidation

These financial statements incorporate (i) the
assets and liabilities of Council and any
entities (or operations) that it controls (as at 30
June 2014) and (ii) all the related operating
results (for the financial year ended the 30th
June 2014).

The financial statements also include Council’s
share of the assets, liabilities, income and
expenses of any Jointly Controlled Operations
under the appropriate headings.

In the process of reporting on Council’s
activities as a single unit, all inter-entity year
end balances and reporting period
transactions have been eliminated in full
between Council and its controlled entities.

) The Consolidated Fund

In accordance with the provisions of Section
409(1) of the LGA 1993, 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 Consolidated Fund and other entities
through which the Council controls resources
to carry on its functions have been included in
the financial statements forming part of this
report.

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

. General Purpose Operations

. Sewerage Service

. Hawkesbury Sports Council
Incorporated

(i)  The Trust Fund

In accordance with the provisions of Section
411 of the Local Government Act 1993 (as
amended), a separate and distinct Trust Fund
is maintained to account for all money and
property received by the Council in trust which
must be applied only for the purposes of or in
accordance with the trusts relating to those
monies.

Trust monies and property subject to Council’s
control have been included in these
statements.

Trust monies and property held by Council but
not subject to the control of Council, have
been excluded from these statements.

A separate statement of monies held in the
Trust Fund is available for inspection at the
Council office by any person free of charge.

Jointly Controlled Entities

Any interests in Joint Venture Entities and
Partnerships are accounted for using the
equity method and is carried at cost.

Under the equity method, the share of the
profits or losses of the partnership is
recognised in the income statement, and the
share of movements in retained earnings and
reserves is recognised in the balance sheet.
(iv) Associated Entities

Where Council has the power to participate in
the financial and operating decisions (of
another entity), i.e. where Council is deemed
to have “significant influence” over the other
entities operations but neither controls nor
jointly controls the entity, then Council
accounts for such interests using the equity
method of accounting — in a similar fashion to
Joint Venture Entities and Partnerships.

Such entities are usually termed Associates.
(v)  County Councils

Council is a member of the following County
Councils (which are bodies corporate under
the Local Government Act);

o Hawkesbury River County Council

Control of noxious weeds, incorporating 4
member councils.

The governing body of each County Council is
responsible for managing its own affairs.

Council is of the opinion that it neither controls
nor significantly influences the above County
Council and accordingly this entity has not
been consolidated or otherwise included within
these financial statements.

(vi) Additional Information

Note 19 provides more information in relation
to Joint Venture Entities, Associated Entities
and Joint Venture Operations where
applicable.
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D. Leases

All Leases entered into by Council are
reviewed and classified on inception date as
either a Finance Lease or an Operating Lease.

Finance Leases

Leases of property, plant and equipment
where the Council 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 lower of the fair value of the
leased property and the present value of the
minimum lease payments.

The corresponding rental obligations, net of
finance charges, are included in borrowings.

Each lease payment is allocated between the
liability outstanding and the recognition of a
finance charge.

The interest element of the finance charge is
costed to the income statement over the lease
period so as to produce a constant periodic
rate of interest on the remaining balance of the
liability for each period.

Property, plant and equipment acquired under
finance leases is depreciated over the shorter

of each leased asset’s useful life and the lease
term.

Operating Leases

Leases in which a significant portion of the
risks and rewards of ownership are retained by
the lessor are classified as operating leases.

Payments made under operating 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 is
recognised in income on a straight-line basis
over the lease term.

E. Cash and Cash Equivalents

For Statement of Cash Flows (and Statement
of Financial Position) 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 balance sheet but
are incorporated into Cash and Cash
Equivalents for presentation of the Cash Flow
Statement.

F. Investments and Other Financial
Assets

Council (in accordance with AASB 139)
classifies each of its investments into one of
the following categories for measurement
purposes:

. financial assets at fair value through
profit or loss,

. loans and receivables,
. held-to-maturity investments, and
. available-for-sale financial assets.

Each classification depends on the
purpose/intention for which the investment was
acquired and at the time it was acquired.

Management determines each Investment
classification at the time of initial recognition
and re-evaluates this designation at each
reporting date.

0] Financial assets at fair value through
profit or loss

Financial assets at fair value through profit or
loss include financial assets that are “held for
trading”.

A financial asset is classified in the “held for
trading” category if it is acquired principally for
the purpose of selling in the short term.

Assets in this category are primarily classified
as current assets as they are primarily held for
trading and/or are expected to be realised
within 12 months of the balance sheet date.
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(i) 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 arise when the Council provides money,
goods or services directly to a debtor with no
intention (or in some cases ability) of selling
the resulting receivable.

They are included in current assets, except for
those with maturities greater than 12 months
after the balance sheet date which are
classified as non-current assets.

(iii)  Held-to-maturity investments
Held-to-maturity investments are non-
derivative financial assets with fixed or
determinable payments and fixed maturities
that the Council’s management has the
positive intention and ability to hold to maturity.

In contrast to the “Loans and Receivables”
classification, these investments are generally
quoted in an active market.

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

(iv)

Available-for-sale financial assets are non-
derivatives that are either designated in this
category or not classified in any of the other
categories.

Available-for-sale financial assets

Investments must be 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.

Accordingly, this classification principally
comprises marketable equity securities, but
can include all types of financial assets that
could otherwise be classified in one of the
other investment categories.

They are generally included in non-current
assets unless management intends to dispose
of the investment within 12 months of the
balance sheet date or the term to maturity from
the reporting date is less than 12 months.

Financial Assets — Reclassification

Council may choose to reclassify a non-
derivative trading financial asset out of the
held-for-trading category if the financial asset
is no longer held for the purpose of selling it in
the near term.

Financial assets other than loans and
receivables are permitted to be reclassified out
of the held-for-trading category only in rare
circumstances arising from a single event that
is unusual and highly unlikely to recur in the
near term.

Council may also choose to reclassify financial
assets that would meet the definition of loans
and receivables out of the held-for-trading or
available-for-sale categories if it has the
intention and ability to hold these financial
assets for the foreseeable future or until
maturity at the date of reclassification.

Reclassifications are made at fair value as of
the reclassification date. Fair value becomes
the new cost or amortised cost as applicable,
and no reversals of fair value gains or losses
recorded before reclassification date are
subsequently made.

Effective interest rates for financial assets
reclassified to loans and receivables and held-
to-maturity categories are determined at the
reclassification date. Further increases in
estimates of cash flows adjust effective
interest rates prospectively.

General Accounting and Measurement of
Financial Instruments:

0] Initial Recognition

Investments are initially recognised (and
measured) at fair value, plus in the case of
investments not at “fair value through profit or
loss”, directly attributable transactions costs

Purchases and sales of investments are
recognised on trade-date - the date on which
the Council commits to purchase or sell the
asset.

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

Available-for-sale financial assets and financial
assets at fair value through profit and loss are
subsequently carried at fair value.

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

Realised and unrealised gains and losses
arising from changes in the fair value of the
financial assets classified as “fair value
through profit or loss” category are included in
the income statement in the period in which
they arise.

Unrealised gains and losses arising from
changes in the fair value of non-monetary
securities classified as "available-for-sale" are
recognised in equity in the available-for-sale
investments revaluation reserve.

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

Impairment

Council assesses at each balance date
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 future
cash flows of the financial asset or group of
financial assets that can be reliably estimated.

(iii)  Types of Investments

Council has an approved Investment Policy in
order to undertake its investment of money in
accordance with (and to comply with) Section
625 of the Local Government Act and S212 of
the LG (General) Regulation 2005.

Investments are placed and managed in
accordance with the Policy and having
particular regard to authorised investments
prescribed under the Ministerial Local
Government Investment Order.

Council maintains its investment Policy in
compliance with the Act and ensures that it or
its representatives exercise care, diligence and
skill that a prudent person would exercise in
investing Council funds.

Council amended its policy following revisions
to the Ministerial Local Government
Investment Order arising from the Cole Inquiry
recommendations. Certain investments that
Council holds are no longer prescribed (e.g.
managed funds, CDOs, and equity linked
notes), however they have been retained
under grandfathering provisions of the Order.
These will be disposed of when most
financially advantageous to Council.

G. Fair value estimation

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 quoted market
prices at the balance sheet 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 balance date.

Quoted market prices or dealer quotes for
similar instruments are used for long-term debt
instruments held.

If the market for a financial asset is not active
(and for unlisted securities), the Council
establishes fair value by using valuation
techniques.

These include reference to the fair values of
recent arm’s length transactions, involving the
same instruments or other instruments that are
substantially the same, discounted cash flow
analysis, and option pricing models refined to
reflect the issuer’s specific circumstances.

The nominal value less estimated credit
adjustments of trade receivables and payables
are assumed to approximate their fair values.

Hawkesbury City Council

21

Financial Statements for the year ended 30 June 2014



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.

H. Receivables

Receivables are initially recognised at fair
value and subsequently measured at
amortised cost, less any provision for
impairment.

Receivables (excluding Rates and Annual
Charges) are generally due for settlement no
more than 30 days from the date of
recognition.

The collectability of receivables is reviewed on
an ongoing basis. Debts which are known to
be uncollectible are written off in accordance
with Council’s policy.

A provision for impairment (i.e. an allowance
account) relating to receivables is established
when there is objective evidence that the
Council will not be able to collect all amounts
due according to the original terms of each
receivable.

The amount of the provision is the difference
between the asset’s carrying amount and the
present value of estimated future cash flows,
discounted at the effective interest rate.

Impairment losses are 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.

l. Inventories

Raw Materials and Stores, Work in
Progress and Finished Goods

Raw materials and stores, work in progress
and finished goods in respect of business
undertakings are all 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 the basis of weighted average
costs.

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 to make the sale.

Inventories held in respect of non-business
undertakings have been valued at cost subject
to adjustment for loss of service potential.

Land Held for Resale/Capitalisation of
Borrowing Costs

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.

J. Infrastructure, Property, Plant and
Equipment (I,PPandE)

Acquisition of assets

Council’'s non current assets are continually
revalued (over a five year period) in
accordance with the fair valuation policy as
mandated by the Office of Local Government.

At balance date, the following classes of
I,PPandE were stated at their Fair Value;

. Investment Properties — refer Note 1(p),
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. Water and Sewerage Networks
(External Valuation) — Indexed annually between
valuations

. Operational Land
(External Valuation)

. Buildings — Specialised/Non Specialised
(External Valuation)

. Plant and Equipment
(as approximated by depreciated historical cost)

. Roads Assets incl. roads, bridges and
footpaths

(Internal Valuation)

. Drainage Assets
(Internal Valuation)

. Bulk Earthworks

(Internal Valuation)

. Community Land
(Valuer General Valuation)

. Land Improvements
(as approximated by depreciated historical cost)

. Other Structures
(External Valuation)

. Other Assets

(as approximated by depreciated historical cost)
Initial Recognition

On initial recognition, an assets cost is
measured at its fair value, plus all expenditure
that is directly attributable to the acquisition.

Where settlement of any part of an asset’s
cash consideration is deferred, the amounts
payable in the future are discounted to their
present value as at the date of recognition (i.e.
date of exchange) of the asset to arrive at fair
value.

The discount rate used is the Council’s
incremental borrowing rate, being the rate at
which a similar borrowing could be obtained
from an independent financier under
comparable terms and conditions.

Where infrastructure, property, plant and
equipment assets are acquired for no cost or
for an amount other than cost, the assets are
recognised in the financial statements at their
fair value at acquisition date - being the
amount that the asset could have been
exchanged between knowledgeable willing
parties in an arm’s length transaction.

Subsequent costs

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.

Asset Revaluations (including Indexation)

In accounting for Asset Revaluations relating
to Infrastructure, Property, Plant and
Equipment:

. Increases in the combined carrying
amounts of asset classes arising on
revaluation are credited to the asset
revaluation reserve.

o To the extent that a net asset class
increase reverses a decrease previously
recognised via the profit or loss, then
increase is first recognised in profit or
loss.

. Net decreases that reverse previous
increases of the same asset class are
first charged against revaluation
reserves directly in equity to the extent
of the remaining reserve attributable to
the asset, with all other decreases
charged to the Income statement.

Water and sewerage network assets are
indexed annually between full revaluations in
accordance with the latest indices provided in
the NSW Office of Water - Rates Reference
Manual.

For all other assets, 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 revalues
the asset to that amount.

Full revaluations are undertaken for all assets
on a five year cycle.
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Capitalisation Thresholds

Items of infrastructure, property, plant and
equipment are not capitalised unless their cost
of acquisition exceeds the following;

Land
- council land 100% Capitalised
- open space 100% Capitalised

- land under roads
(purchases after 30/6/08)

100% Capitalised

Plant and Equipment

Estimated useful lives for Council's |, PPandE

include:

Plant and Equipment

- Office Equipment

- Office furniture

- Computer Equipment

- Vehicles

- Heavy Plant/Road Making
equip.

- Other plant and equipment

5to 10 years
10 to 20 years
4 years

5 to 8 years

5 to 8 years

5to 15 years

Other Equipment
- Playground equipment
- Benches, seats etc.

5to 15 years
10 to 20 years

Buildings
- Buildings

50 to 100 years

Stormwater Drainage
- Drains
- Culverts

60 to 85 years
50 to 90 years

Transportation Assets
- Sealed Roads : Surface
- Sealed Roads : Structure

- Bridge : Concrete

20 to 25 years
50 to 219 years

80 to 100 years

Office Furniture > $1,000
Office Equipment > $1,000
Other Plant and Equipment > $1,000
Buildings and Land Improvements

Park Furniture and Equipment > $1,000
Building

- construction/extensions > $1,000
- renovations

Other Structures > $1,000
Sewer Assets

Reticulation extensions > $1,000
Other > $1,000
Stormwater Assets

Drains and Culverts > $1,000
Other > $1,000
Transport Assets

Road construction and > $1,000
reconstruction

Reseal/Re-sheet and major > $1,000
repairs

Bridge construction and > $1,000
reconstruction

- Bridge : Other 50 to 60 years
- Road Pavements 60 years
- Kerb, Gutter and Paths 40 to 60 years
Sewer Assets

- Reticulation pipes : PVC 80 years

- Reticulation pipes : Other
- Pumps and telemetry

25to 75 years
20 to 25 years

Depreciation

Depreciation on Council's infrastructure,
property, plant and equipment assets is
calculated using the straight line method in
order to allocate an assets cost (net of residual
values) over its estimated useful life.

Land is not depreciated.

Other Infrastructure Assets
- Bulk earthworks

Infinite

All asset residual values and useful lives are
reviewed and adjusted (if appropriate), at each

reporting date.

An asset’s carrying amount is written down
immediately to its recoverable amount if the
asset’s carrying amount is greater than its

estimated recoverable amount — refer Note

1(s) on Asset Impairment.

Hawkesbury City Council

Financial Statements for the year ended 30 June 2014



Disposal and De-recognition

An item of property, plant and equipment is
derecognised upon disposal or when no
further future economic benefits are expected
from its use or disposal.

Any gain or loss arising on derecognition of the
asset (calculated as the difference between
the net disposal proceeds and the carrying
amount of the asset) is included in Council’s
Income Statement in the year the asset is
derecognised.

K. Land

Land (other than Land under Roads) is in
accordance with Part 2 of Chapter 6 of the
Local Government Act (1993) classified as
either Operational or Community.

This classification of Land is disclosed in Note
9(a).

L. Land under roads

Land under roads is land under roadways and
road reserves including land under footpaths,
nature strips and median strips.

Council has elected not to recognise land
under roads acquired before 1 July 2008 in
accordance with AASB 1051.

Land under roads acquired after 1 July 2008 is
recognised in accordance with AASB 116 —
Property, Plant and Equipment.

M. Intangible Assets

Council has not classified any assets as
Intangible.

N. Crown Reserves

Crown Reserves under Council’s care and
control are recognised as assets of the
Council.

While ownership of the reserves remains with
the Crown, Council retains operational control
of the reserves and is responsible for their
maintenance and use in accordance with the
specific purposes to which the reserves are
dedicated.

Improvements on Crown Reserves are also
recorded as assets, while maintenance costs
incurred by Council and revenues relating the
reserves are recognised within Council’s
Income Statement.

Representations are currently being sought
across State and Local Government to
develop a consistent accounting treatment for
Crown Reserves across both tiers of
government.

0. Rural Fire Service assets

Under section 119 of the Rural Fires Act 1997,
“all fire fighting equipment purchased or
constructed wholly or from money to the credit
of the Fund is to be vested in the council of the
area for or on behalf of which the fire fighting
equipment has been purchased or
constructed”.

At present, the accounting for such fire fighting
equipment is not treated in a consistent
manner across all Councils.

Until such time as discussions on this matter
have concluded and the legislation changed,
Council will continue to account for these
assets as it has been doing in previous years,
which is to incorporate the assets, their values
and depreciation charges within these financial
statements.

P. Investment property

Investment property comprises land and/or
buildings that are principally held for long-term
rental yields, capital gains or both that is not
occupied by Council.

Investment property is carried at fair value,
representing an open-market value determined
annually by external valuers.

Annual changes in the fair value of Investment
Properties are recorded in the Income
Statement as part of “Other Income”.

Full revaluations are carried out every three
years with an appropriate index (derived
externally) utilised each year in between the
full revaluations.

The last full revaluation for Council’s
Investment Properties was dated 30 June
2013.

Hawkesbury City Council 25

Financial Statements for the year ended 30 June 2014



Q. Provisions for close down,
restoration and for environmental
clean up costs — including Tips and
Quarries

Close down, Restoration and Remediation
costs include the dismantling and demolition of
infrastructure, the removal of residual
materials and the remediation of disturbed
areas.

Estimated close down and restoration costs
are provided for in the accounting period when
the obligation arising from the related
disturbance occurs, whether this occurs during
the development or during the operation
phase, based on the net present value of
estimated future costs.

Provisions for close down and restoration
costs do not include any additional obligations
which are expected to arise from future
disturbance.

Costs are estimated on the basis of a closure
plan.

The cost estimates are calculated annually
during the life of the operation to reflect known
developments, eg updated cost estimates and
revisions to the estimated lives of operations,
and are subject to formal review at regular
intervals.

Close down, Restoration and Remediation
costs are a normal consequence of tip and
quarry operations, and the majority of close
down and restoration expenditure is incurred
at the end of the life of the operations.

Although the ultimate cost to be incurred is
uncertain, Council estimates the respective
costs based on feasibility and engineering
studies using current restoration standards
and techniques.

The amortisation or ‘unwinding’ of the discount
applied in establishing the net present value of
provisions is charged to the income statement
in each accounting period.

This amortisation of the discount is disclosed
as a borrowing cost in Note 4(b).

Other movements in the provisions for Close
down, Restoration and Remediation costs
including those resulting from new
disturbance, updated cost estimates, changes
to the estimated lives of operations and

revisions to discount rates are capitalised
within property, plant and equipment.

These costs are then depreciated over the
lives of the assets to which they relate.

Where rehabilitation is conducted
systematically over the life of the operation,
rather than at the time of closure, provision is
made for the estimated outstanding continuous
rehabilitation work at each balance sheet date
and the cost is charged to the income
statement.

Provision is made for the estimated present
value of the costs of environmental clean up
obligations outstanding at the balance sheet
date.

These costs are charged to the income
statement.

Movements in the environmental clean up
provisions are presented as an operating cost,
except for the unwind of the discount which is
shown as a borrowing cost.

Remediation procedures generally commence
soon after the time the damage, remediation
process and estimated remediation costs
become known, but may continue for many
years depending on the nature of the
disturbance and the remediation techniques.

As noted above, the ultimate cost of
environmental remediation is uncertain and
cost estimates can vary in response to many
factors including changes to the relevant legal
requirements, the emergence of new
restoration techniques or experience at other
locations.

The expected timing of expenditure can also
change, for example in response to changes in
quarry reserves or production rates.

As a result there could be significant
adjustments to the provision for close down
and restoration and environmental clean up,
which would affect future financial results.

Specific Information relating to Council's
provisions relating to Close down, Restoration
and Remediation costs can be found at Note
26.
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R. Non-Current Assets (or Disposal
Groups) “Held for Sale” and
Discontinued Operations

Non-current assets (or disposal groups) are
classified as held for sale and stated at the
lower of either (i) their carrying amount and (ii)
fair value less costs to sell, if their carrying
amount will be recovered principally through a
sale transaction rather than through continuing
use.

The exception to this is plant and motor
vehicles which are turned over on a regular
basis. Plant and motor vehicles are retained in
Non Current Assets under the classification of
Infrastructure, Property, Plant and Equipment -
unless the assets are to be traded in after 30
June and the replacement assets were already
purchased and accounted for as at 30 June.

For any assets or disposal groups classified as
Non-Current Assets “held for sale”, an
impairment loss is recognised at any time
when the assets carrying value is greater than
its fair value less costs to sell.

Non-current assets “held for sale” are not
depreciated or amortised while they are
classified as “held for sale”.

Non-current assets classified as “held for sale”
are presented separately from the other assets
in the balance sheet.

A Discontinued Operation is a component of
Council that has been disposed of or is
classified as “held for sale” and that represents
a separate major line of business or
geographical area of operations, is part of a
single co-ordinated plan to dispose of such a
line of business or area of operations, or is a
subsidiary acquired exclusively with a view to
resale.

The results of discontinued operations are
presented separately on the face of the
income statement.

S. Impairment of assets

All Council's I,PPandE is subject to an annual
assessment of impairment.

Assets that are subject to amortisation are
reviewed 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.

Where an asset is not held principally for cash
generating purposes (for example
Infrastructure Assets) and would be replaced if
the Council was deprived of it then depreciated
replacement cost is used as value in use,
otherwise value in use is estimated by using a
discounted cash flow model.

Non-financial assets (other than goodwill) that
suffered a prior period impairment are
reviewed for possible reversal of the
impairment at each reporting date.

Goodwill and other Intangible Assets that have
an indefinite useful life and are not subject to
amortisation are tested annually for
impairment.

T. Payables

These amounts represent liabilities and
include goods and services provided to the
Council prior to the end of financial year which
are unpaid.

The amounts for goods and services are
unsecured and are usually paid within 30 days
of recognition.

u. Borrowings

Borrowings are initially recognised at fair
value, net of transaction costs incurred.

Borrowings are subsequently measured at
amortised cost.

Amortisation results in any difference between
the proceeds (net of transaction costs) and the
redemption amount being recognised in the
Income Statement over the period of the
borrowings using the effective interest method.

Borrowings are removed from the balance
sheet when the obligation specified in the
contract is discharged, cancelled or expired.

Borrowings are classified as current liabilities
unless the Council has an unconditional right
to defer settlement of the liability for at least 12
months after the balance sheet date.
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V. Borrowing costs

Borrowing costs are expensed, except to the
extent that they are incurred during the
construction of qualifying assets.

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.

W. Provisions

Provisions for legal claims, service warranties
and other like liabilities are recognised when:

o Council has a present legal or
constructive obligation as a result of
past events;

. It is more likely than not that an outflow
of resources will be required to settle the
obligation; and

. the amount has been reliably estimated.

Provisions are not recognised for future
operating losses.

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 outflow 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.

X. Employee benefits
Q) Short Term Obligations

Short term employee benefit obligations
include liabilities for wages and salaries
(including non-monetary benefits), annual
leave and vesting sick leave expected to be
wholly settled within the 12 months after the
reporting period.

Leave liabilities are recognised in the provision
for employee benefits in respect of employees’
services up to the reporting date with other
short term employee benefit obligations
disclosed under payables.

These provisions are measured at the
amounts expected to be paid when the
liabilities are settled.

All other short-term employee benefit
obligations are presented as payables.

Liabilities for non-vesting sick leave are
recognised at the time when the leave is taken
and measured at the rates paid or payable,
and accordingly no Liability has been
recognised in these reports.

Wages and salaries, annual leave and vesting
sick leave are all classified as Current
Liabilities.

(i)  Other Long Term Obligations

The liability for all long service and annual
leave in respect of services provided by
employees up to the reporting date (which is
not expected to be wholly settled within the 12
months after the reporting period) are
recognised in the provision for employee
benefits.

These liabilities are measured at the present
value of the expected future payments to be
made 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 then discounted
using market yields at the reporting date based
on national government bonds with terms to
maturity and currency that match as closely as
possible the estimated future cash outflows.
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Due to the nature of when and how Long
Service Leave can be taken, all Long Service
Leave for employees with 4 or more years of
service has been classified as Current, as it
has been deemed that Council does not have
the unconditional right to defer settlement
beyond 12 months — even though it is not
anticipated that all employees with more than
four years service (as at reporting date) will
apply for and take their leave entitlements in
the next 12 months.

(iii)

All employees of the Council are entitled to
benefits on retirement, disability or death.

Retirement benefit obligations

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 balance sheet, and
measured as the present value of the defined
benefit 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 which arise from membership of the
fund to 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 can account for its
obligations to defined benefit plans on the
same basis as its obligations to defined
contribution plans — i.e. as an expense when
they become payable.

Council is party to an Industry Defined Benefit
Plan under the Local Government
Superannuation Scheme, named the “Local
Government Superannuation Scheme — Pool
Bl!

This Scheme has been deemed to be a “multi-
employer fund” for the purposes of AASB 119.

Sufficient information is not available to
account for the Scheme as a defined benefit
plan (in accordance with AASB 119) because
the assets to the scheme are pooled together
for all Councils.

The last valuation of the Scheme was
performed by Mr Martin Stevenson (BSc, FIA,
FIAA) on 20 February 2013 and covers the
period ended 30 June 2013.

However the position is monitored annually
and the Actuary has estimated that as at 30
June 2014 the prior period deficit still exists.

Effective from 1 July 2009, employers are
required to contribute additional contributions
to assist in extinguishing this deficit.

The amount of employer contributions to the
defined benefit section of the Local
Government Superannuation Scheme and
recognised as an expense and disclosed as
part of Superannuation Expenses at Note 4(a)
for the year ending 30 June 2014 was
$794,875.

The amount of additional contributions
included in the total employer contribution
advised above is $329,618.

The share of this deficit that can be broadly
attributed to Council is estimated to be in the
order of $1,318,472 as at 30 June 2014.

Council’s share of that deficiency cannot be
accurately calculated as the Scheme is a
mutual arrangement where assets and
liabilities are pooled together for all member
councils.

For this reason, no liability for the deficiency
has been recognised in these financial
statements.

Council has, however, disclosed a contingent
liability in Note 18 to reflect the possible
obligation that may arise should the Scheme
require immediate payment to correct the
deficiency.

Defined Contribution Plans
Contributions to Defined Contribution Plans

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

(iv)

Council has recognised at year end the
aggregate on-cost liabilities arising from
employee benefits, and in particular those on-
cost liabilities that will arise when payment of
current employee benefits is made in future
periods.

Employee Benefit On-Costs

These amounts include Superannuation and
Workers Compensation expenses which will
be payable upon the future payment of certain
Leave Liabilities accrued as at 30/6/14.

Y. Self insurance

Council has determined to self-insure for
various risks including public liability and
professional indemnity.

A provision for self-insurance has been made
to recognise outstanding claims the amount of
which is detailed in Note10.

Council also maintains a bank guarantee and
reserves to meet expected future claims.

Z. Allocation between current and non-
current assets and liabilities

In the determination of whether an asset or
liability is classified as current or non-current,
consideration is given to the time when each
asset or liability is expected to be settled.

The asset or liability is classified as current if it
is expected to be settled within the next 12
months, being the Council’s operational cycle.

Exceptions

In the case of liabilities where Council does not
have the unconditional right to defer settlement
beyond 12 months (such as vested long
service leave), the liability is classified as
current even if not expected to be settled
within the next 12 months.

In the case of inventories that are “held for
trading”, these are also classified as current
even if not expected to be realised in the next
12 months.

AA Taxes

The Council is exempt from both
Commonwealth Income Tax and Capital Gains
Tax.

Council does however have to comply with
both Fringe Benefits Tax and Goods and
Services Tax (GST).

Goods and Services Tax (GST)

Income, expenses and assets are all
recognised net of the amount of GST, except
where the amount of GST incurred is not
recoverable from the Australian Tax Office
(ATO).

In these circumstances the GST is recognised
as part of the cost of acquisition of the asset or
as part of the revenue / expense.

Receivables and payables within the Balance
Sheet are stated inclusive of any applicable
GST.

The net amount of GST recoverable from or
payable to the ATO is included as a current
asset or current liability in the Balance Sheet.

Operating cash flows within the Cash Flow
Statement are on a gross basis, i.e. they are
inclusive of GST where applicable.

Investing and Financing cash flows are treated
on a net basis (where recoverable form the
ATO), i.e. they are exclusive of GST. Instead,
the GST component of investing and financing
activity cash flows which are recoverable from
or payable to the ATO are classified as
operating cash flows.

Commitments and contingencies are disclosed
net of the amount of GST recoverable from (or
payable to) the ATO.

AB  New accounting standards and
interpretations

Certain new (or amended) accounting
standards and interpretations have been
published that are not mandatory for reporting
periods ending 30 June 2014.

Council has not adopted any of these
standards early.

Council’s assessment of the impact of these
new standards and interpretations is set out
below.
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Applicable to Local Government with
implications:

AASB 9 Financial Instruments, associated
standards, AASB 2010-7 Amendments to
Australian Accounting Standards arising from
AASB 9 and AASB 2012-6 Amendments to
Australian Accounting Standards — Mandatory
Effective Date of AASB 9 and transitional
disclosures and AASB 2013-9 Amendments to
Australian Accounting Standards — Conceptual
Framework, Materiality and Financial
Instruments (effective from 1 January 2017).

AASB 9 Financial Instruments addresses the
classification, measurement and de-
recognition of financial assets and financial
liabilities.

The standard is not applicable until 1 January
2015 but is available for early adoption.

When adopted, the standard will affect in
particular Council’s accounting for its
available-for-sale financial assets, since AASB
9 only permits the recognition of fair value
gains and losses in other comprehensive
income if they relate to equity investments that
are not held for trading.

Fair value gains and losses on available-for-
sale debt investments, for example, will
therefore have to be recognised directly in
profit or loss although there is currently a
proposal by the IASB to introduce a Fair value
through Other Comprehensive Income
category for debt instruments.

There will be no impact on Council’s
accounting for financial liabilities, as the new
requirements only affect the accounting for
financial liabilities that are designated at fair
value through profit or loss and Council does
not have any such liabilities.

The de-recognition rules have been
transferred from AASB 139 Financial
Instruments: Recognition and Measurement
and have not been changed.

The Council has not yet fully assessed the
impact on the reporting financial position and
performance on adoption of AASB 9.

Applicable to Local Government but no
implications for Council;

AASB 2013-3 Amendments to AASB 136
Recoverable Amount Disclosures for Non-
Financial Assets (effective for 30 June 2015
Financial Statements)

There are no changes to reported financial
position or performance from AASB 2013 — 3,
however additional disclosures may be
required.

Applicable to Local Government but not
relevant to Council at this stage;

AASB 10 Consolidated Financial Statements,
AASB 11 Joint Arrangements, AASB 12
Disclosure of Interests in Other Entities,
revised AASB 127 Separate Financial
Statements and AASB 128 Investments in
Associates and Joint Ventures and AASB
2011-7 Amendments to Australian Accounting
Standards arising from the Consolidation and
Joint Arrangements Standards (effective for 30
June 2015 Financial Statements for not-for-
profit entities).

This suite of five new and amended standards
address the accounting for joint arrangements,
consolidated financial statements and
associated disclosures.

AASB 10 replaces all of the guidance on
control and consolidation in AASB 127
Consolidated and Separate Financial
Statements, and Interpretation 12
Consolidation — Special Purpose Entities.

The core principle that a consolidated entity
presents a parent and its subsidiaries as if
they are a single economic entity remains
unchanged, as do the mechanics of
consolidation. However, the standard
introduces a single definition of control that
applies to all entities.

It focuses on the need to have both power and
rights or exposure to variable returns.

Power is the current ability to direct the
activities that significantly influence returns.
Returns must vary and can be positive,
negative or both.

Control exists when the investor can use its
power to affect the amount of its returns.

There is also new guidance on participating
and protective rights and on agent/principal
relationships. Council does not expect the new
standard to have a significant impact on its
composition.
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AASB 11 introduces a principles based
approach to accounting for joint arrangements.

The focus is no longer on the legal structure of
joint arrangements, but rather on how rights
and obligations are shared by the parties to
the joint arrangement.

Based on the assessment of rights and
obligations, a joint arrangement will be
classified as either a joint operation or a joint
venture.

Joint ventures are accounted for using the
equity method, and the choice to
proportionately consolidate will no longer be
permitted.

Parties to a joint operation will account their
share of revenues, expenses, assets and
liabilities in much the same way as under the
previous standard.

AASB 11 also provides guidance for parties
that participate in joint arrangements but do
not share joint control.

Council's investment in the joint venture
partnership will be classified as a joint venture
under the new rules.

As Council already applies the equity method
in accounting for this investment, AASB 11 will
not have any impact on the amounts
recognised in its financial statements.

AASB 12 sets out the required disclosures for
entities reporting under the two new standards,
AASB 10 and AASB 11, and replaces the
disclosure requirements currently found in
AASB 127 and AASB 128.

Application of this standard by Council will not
affect any of the amounts recognised in the
financial statements, but will impact the type of
information disclosed in relation to Council's
investments.

Amendments to AASB 128 provide clarification
that an entity continues to apply the equity
method and does not remeasure its retained
interest as part of ownership changes where a
joint venture becomes an associate, and vice
versa.

The amendments also introduce a “partial
disposal” concept.

Council is still assessing the impact of these
amendments.

Council does not expect to adopt the new
standards before their operative date.

They would therefore be first applied in the
financial statements for the annual reporting
period ending 30 June 2015.

Not applicable to Local Government per se;
None

There are no other standards that are “not yet
effective” and expected to have a material
impact on Council in the current or future
reporting periods and on foreseeable future
transactions.

AC Rounding of amounts

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

AD Comparative Figures

To ensure comparability with the current
reporting period’s figures, some comparative
period line items and amounts may have been
reclassified or individually reported for the first
time within these financial statements and/or
the notes.

AE  Disclaimer
Nothing contained within these statements

may be taken to be an admission of any
liability to any person under any circumstance.
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Note 2(a). Council Functions / Activities - Financial Information

$'000

Income, Expenses and Assets have been directly attributed to the following Functions / Activities.
Details of these Functions/Activities are provided in Note 2(b).

Income from Continuing

Expenses from Continuing

Operating Result from

Grants included in
Income from

Total Assets held
(Current &

Functions/Activities Operations Operations Continuing Operations Continuing Operations Non-current)
Original Original Original
Budget Actual Actual Budget Actual Actual Budget Actual Actual Actual Actual Actual Actual
2014 2014 2013 2014 2014 2013 2014 2014 2013 2014 2013 2014 2013

Governance 42 45 42 842 911 1,253 (800) (866) (1,211) - - 86 1
Looking After People and Place 3,373 1,963 6,116 24,285 25,620 23,443 (20,912)| (23,657)| (17,327) 878 (606), 68,985 68,788
Caring for Our Environment 18,073 12,440 10,787 19,409 18,440 17,151 (1,336) (6,000) (6,364) 100 153 | 190,186 | 188,060
Linking the Hawkesbury 1,599 12,446 3,169 18,609 17,260 17,320 (17,010) (4,814), (14,151) 1,028 2,895 | 417,720 | 403,341
Supporting Business and Local Jobs 8 41 316 574 582 540 (566) (541) (224) 34 310 64,503 63,268
Sharing Our Future Together 2,627 23,962 22,634 5,778 5,539 5,024 (3,151) 18,423 17,610 253 -| 138,387 | 134,432
Total Functions & Activities 25,722 50,897 43,064 69,497 68,352 64,731 (43,775)| (17,455)| (21,667) 2,293 2,752 | 879,867 | 857,890
Share of gains/(losses) in Associates &
Joint Ventures (using the Equity Method) - 170 340 - - - - 170 340 - - 2,349 2,178
General Purpose Income ! 33,322 31,927 32,591 - - - 33,322 31,927 32,591 2,520 4,564 - -
Operating Result from
Continuing Operations 59,044 82,994 75,995 69,497 68,352 64,731 (10,453) 14,642 11,264 4,813 7,316 | 882,216 | 860,068

1. Includes: Rates & Annual Charges (incl. Ex-Gratia), Untied General Purpose Grants & Unrestricted Interest & Investment Income.
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Note 2(b) Council Functions / Activities - Component Descriptions

Details relating to the Council's functions / activities as reported in Note 2(a) are as follows:
Governance

Costs relating to the Council's role as a component of democratic government, including elections,
members' fees and expenses, subscriptions to local authority associations, meetings of council and
policy making committees, area representation and public disclosure and compliance.

Looking After People And Place

A community in which the area’s character is preserved and lifestyle choices are provided with
sustainable, planned, well serviced development, within strongly connected, safe and friendly
neighbourhoods.

Caring For Our Environment

A community dedicated to minimising its ecological footprint, enjoying a clean river and an
environment that is nurtured, healthy, protected and provides opportunities for its sustainable use.
Linking The Hawkesbury

"A community which is provided with facilities and services efficiently linked by well maintained roads
and accessible and integrated transport and communication systems which also connect surrounding
regions."

Supporting Business And Local Jobs

New and existing industries which provide opportunities for a range of local employment and training
options, complemented by thriving town centres.

Shaping Our Future Together

An independent, strong and engaged community, with a respected leadership which provides for the
future needs of its people in a sustainable and financially responsible manner.
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Note 3. Income from Continuing Operations

Actual Actual
$'000 Notes 2014 2013
(a) Rates & Annual Charges
Ordinary Rates
Residential 23,299 22,379
Farmland 1,375 1,401
Business 2,721 2,583
Total Ordinary Rates 27,395 26,363
Special Rates
Nil
Total Special Rates - -
Annual Charges (pursuant to s.496, s.496A, s.496B, s.501 & 5.611)
Domestic Waste Management Services 8,845 7,552
Sewerage Services 4,716 4,611
Waste Management Services (non-domestic) 1,013 860
Section 611 Charges 18 17
Sullage 1,110 1,018
Total Annual Charges 15,702 14,058
TOTAL RATES & ANNUAL CHARGES 43,097 40,421

Council has used 2011 year valuations provided by the NSW Valuer General in calculating its rates.
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Note 3. Income from Continuing Operations (continued)

Actual Actual
$'000 Notes 2014 2013
(b) User Charges & Fees
Specific User Charges (per s.502 - Specific "actual use" charges)
Sewerage Services 526 497
Waste Management Services (non-domestic) 12 23
Sullage 166 369
Total User Charges 704 889
Other User Charges & Fees
(i) Fees & Charges - Statutory & Regulatory Functions (per s.608)
Planning & Building Regulation 1,270 802
Regulatory/ Statutory Fees 479 234
Registration Fees 2 2
Section 149 Certificates (EPA Act) 223 186
Section 603 Certificates 118 85
SMF Inspection Fees 208 158
Total Fees & Charges - Statutory/Regulatory 2,300 1,467
(ii) Fees & Charges - Other(incl. General User Charges (per s.608)
Caravan Park 6 12
Cemeteries 177 160
Pound Income 681 569
Leaseback Fees - Council Vehicles 247 229
Library,Museum and Gallery Income 51 81
Park Rents 164 162
Restoration Charges 565 266
Swimming Centre 196 187
Vehicle Inspection Fees 16 14
Waste Management Facility 604 1,217
Other 25 19
Total Fees & Charges - Other 2,732 2,916
TOTAL USER CHARGES & FEES 5,736 5,272
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Note 3. Income from Continuing Operations (continued)

Actual Actual
$'000 Notes 2014 2013
(c) Interest & Investment Revenue (incl. losses)
Interest & Dividends
- Interest on Overdue Rates & Annual Charges (incl. Special Purpose Rates) 208 214
- Interest earned on Investments (interest & coupon payment income) 1,804 1,959
TOTAL INTEREST & INVESTMENT REVENUE 2,012 2,173
Interest Revenue is attributable to:
Unrestricted Investments/Financial Assets:
Overdue Rates & Annual Charges (General Fund) 208 214
General Council Cash & Investments 926 1,448
Restricted Investments/Funds - External:
Development Contributions
- Section 94 310 262
- Section 64 173 -
Sewerage Fund Operations 140 133
Domestic Waste Management operations 8 18
Stormwater Management 56 58
Other Externally Restricted Assets 191 38
Restricted Investments/Funds - Internal:
Internally Restricted Assets - 2
Total Interest & Investment Revenue Recognised 2,012 2,173
(d) Other Revenues
Fair Value Adjustments - Investment Properties 14 3,175 1,693
Rental Income - Investment Properties 14 1,438 1,463
Rental Income - Other Council Properties 383 359
Fines - Parking 625 330
Fines - Other 91 52
Legal Fees Recovery - Rates & Charges (Extra Charges) 284 176
Insurance Claim Recoveries 10 11
Recycling Income (non domestic) 105 100
Sales - General 3 2
GST Fuel Rebates 214 94
NSW Rural Fire Reimbursement 182 184
NSW Rural Fire Section 44 Reimbursement 261 1
NSW SES Reimbursement 25 -
Agricultural Income 19 13
Nursery Income 27 27
Private Works Printing Income 24 15
External Income 71 47
Other 427 336
TOTAL OTHER REVENUE 7,364 4,903
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Note 3. Income from Continuing Operations (continued)

2014 2013 2014 2013
$'000 Operating Operating Capital Capital
(e) Grants
General Purpose (Untied)

Financial Assistance - General Component ! 1,386 2,686 - -
Financial Assistance - Local Roads Component ! 818 1,563 - -
Pensioners' Rates Subsidies - General Component 316 315 - -
Total General Purpose 2,520 4,564 - -

' The Financial Assistance Grant for 13/14 reflects a one off reduction due to the fact that this grant is no longer being paid in advance
by up to 50% as has occurred in previous years - it does not represent a loss of income but is instead a timing difference.

Specific Purpose
Pensioners' Rates Subsidies:

- Sewerage 40 38 - -
- Domestic Waste Management 124 115 - -
Aged Care 53 - - -
Clean Energy Future - - 29 -
Community Care 46 87 - 43
Environmental Protection 140 - 11 -
Flood Restoration 11 - 20 -
Heritage & Cultural 112 - - -
Housing Community - 143 - 8
Library 5 - -
Library - per capita 156 - - -
Library - special projects 16 - - -
Noxious Weeds 151 - - -
Public Order & Safety 70 55 - -
Recreation & Culture 18 457 134 172
Street Lighting 93 93 - -
Traffic Route Subsidy 10 - - -
Transport (Roads to Recovery) - - 118 -
Transport (Other Roads & Bridges Funding) 702 690 200 541
Economic Affairs 34 310 - -
Total Specific Purpose 1,781 1,988 512 764
Total Grants 4,301 6,552 512 764
Grant Revenue is attributable to:
- Commonwealth Funding 2,844 5,123 263 110
- State Funding 1,455 1,425 249 654
- Other Funding 2 4 - -
4,301 6,552 512 764
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