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Overview 
 
i. These financial statements are General 

Purpose Financial Statements and cover 
the consolidated operations for Hawkesbury 
City Council (Council). 

 
ii. 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 specified in 
paragraph 8 of the LGA and includes: 
 
• carrying out activities and providing 

goods, services and facilities appropriate 
to the current and future needs of the 
local community and of the wider public; 

• responsibility for administering 
regulatory requirements under the LGA 
and other legislation; and 

• a role in the management, improvement 
and development of the resources of the 
Local Government 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 9 October 2012.  
Council has the power to amend and 
reissue financial statements. 

 
 
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 
2012. 
 
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 NSW Division 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. An Income Statement 
 

A summary of Council's financial 
performance for the year, listing all 
income & expenses. 
 
This Statement also displays Council's 
original adopted budget to provide a 
comparison between what was projected 
and what actually occurred. 

 
2. A Statement of Comprehensive Income 
 

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

 
3. A Balance Sheet 
 

A 30 June snapshot of Council's 
Financial Position including its Assets 
and Liabilities. 

 
4. A Statement of Changes in Equity 
 

The overall change for the year (in 
dollars) of Council's "net wealth". 
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5. A 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 
the 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 & position, and 

 
2. Their observations on the conduct of the 

Audit including the Council's financial 
performance & 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 Division of Local 
Government. 
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Statement by Councillors and Management 
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Primary Financial Statements 
 
Income Statement 
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Statement of Comprehensive Income 
 

 
 



 

Hawkesbury City Council 8 Financial Statements for the year ended 30 June 2012 

Balance Sheet 
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Statement of Changes in Equity 
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Statement of Cash Flows 
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Notes to the General Purpose Financial Statements 
 
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 
(AASB's), 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 
 
(i) Background 
 
These financial statements are general 
purpose financial statements which have been 
prepared in accordance with; 
 

• Australian Accounting Standards and 
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. 
 
 
(ii) Compliance with International Financial 

Reporting Standards (IFRSs) 
 
Because Australian Accounting Standards 
(AASB's) are sector neutral, some standards 
either: 
 

• 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 

• 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 Australian 
Accounting Standards. 
 
 
(iii) New and amended standards adopted 

by Council 
 
None of the new standards and amendments 
to standards that are mandatory for the first 
time for the financial year beginning 1 July 
2011, affected any of the amounts recognised 
in the current period or any prior period and 
are not likely to affect future periods.  
 
 
(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 
2011. 
 
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: 
 

• financial assets and liabilities at fair 
value through profit or loss, available-
for-sale financial assets and investment 
properties which are all valued at fair 
value; 

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

• certain classes of Infrastructure, 
property, plant and equipment that are 
accounted for at fair valuation. 

 
The accrual basis of accounting has also been 
applied in their preparation. 
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(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 AASB's). 
 
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 the entity 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. 
 

• Estimated fair values of investment 
properties 

• Estimated fair values of infrastructure, 
property, plant and equipment. 

• Estimated tip remediation provisions. 
 
 
Critical judgements in applying the entity's 
accounting policies 
 

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

• 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 the entity 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. 
Revenue is measured at the fair value of the 
consideration received or receivable. 
 
Revenue is measured on major income 
categories as follows: 
 
 
(i) 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 
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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. 
 
 
(ii) 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. 
 
 

(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 and Rents 
 
Rents are recognised as revenue on a 
proportional basis when the payment is due, 
the value of the payment is notified, or the 
payment is received, whichever first occurs. 
Interest Income from Cash and Investments is 
accounted for using the Effective Interest 
method in accordance with AASB 139. 
 
 
(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 
30/6/2012) and (ii) all the related operating 
results (for the financial year ended the 30th 
June 2012). 
 
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. 
 
 
(i) 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. 
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The following entities have been included as 
part of the Consolidated Fund: 
 

• General Purpose Operations 
• Sewerage Service 
• Hawkesbury Sports Council 

Incorporated 
 
 
(ii) 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. 
 
 
(iii) Joint Ventures 
 
Jointly Controlled Assets and Operations 
 
The proportionate interests in the assets, 
liabilities and expenses of a Joint Venture 
Activity have been incorporated throughout the 
financial statements under the appropriate 
headings. 
 
 
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 & 
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); 
 

• Hawkesbury River County Council 
 

Control of noxious weeds; incorporating 
four 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 
Councils and accordingly these entities have 
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. 
 
 
(d) Leases 
 
All Leases entered into by Council are 
reviewed and classified on inception date as 
either a Finance Lease or an Operating Lease. 
 
(i) 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. 
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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. 
 
 
(ii) 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 
 
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 & 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 & 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. 
 
(i) 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. 
 
Derivatives are classified as held for trading 
unless they are designated as hedges. 
 
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. 
 
 
(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 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 
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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 
 
Available-for-sale financial assets are non-
derivatives that are either designated in this 
category or not classified in any of the other 
categories. 
 
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. 
 
 
(v) 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. 
 
 
(vi) General Accounting and Measurement 

of Financial Instruments: 
 
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. 
 
 
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 



 

Hawkesbury City Council 17 Financial Statements for the year ended 30 June 2012 

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. 
 
In the case of equity securities classified as 
available-for-sale, a significant or prolonged 
decline in the fair value of a security below its 
cost is considered in determining whether the 
security is impaired. 
 
If any such evidence exists for available-for-
sale financial assets, the cumulative loss - 
measured as the difference between the 
acquisition cost and the current fair value, less 
any impairment loss on that financial asset 
previously recognised in profit and loss - is 
removed from equity and recognised in the 
income statement. 
 
Impairment losses recognised in the income 
statement on equity instruments are not 
reversed through the income statement. 
 
 
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. 
 
 
(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. 
 
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. 
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Receivables (excluding Rates and Annual 
Charges) are generally due for settlement no 
more than 30 days from the date of 
recognition. 
 
The collectibility 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. 
 
 
(i) 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,P,P&E) 
 
(i) Acquisition of assets 
 
Council’s non current assets have been 
progressively revalued to fair value in 
accordance with a staged implementation as 
advised by the Division of Local Government. 
 
At balance date, the following classes of 
I,P,P&E were stated at their Fair Value; 
 

• Investment Properties – refer Note 
1(p) ; 

• Water and Sewerage Networks (External 
Valuation) – Indexed annually between 
revaluations; 

• 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); 
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• Land Improvements (as approximated by 
depreciated historical cost); 

• Other Structures (External Valuation); and 
• Other Assets (as approximated by 

depreciated historical cost) 
 
 
(ii) 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 (ie. 
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. 
 
 
(iii) 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. 
 
 
(iv) Asset Revaluations (including 

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

• 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 recognised via 
the profit or loss, then increase is first 
recognised in profit or loss. 

• Decreases that reverse previous 
increases of the same asset 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. 
 
 
(v) 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 
Office Furniture > $1,000 
Office Equipment > $1,000 
Other Plant and Equipment > $1,000 
 
 

Buildings and Land Improvements 
Park Furniture & Equipment > $1,000 
Building 
- construction/extensions > $1,000 
- renovations > $1,000 
Other Structures > $1,000 
 

Sewer Assets 
Reticulation extensions > $1,000 
Other > $1,000 
Stormwater Assets 
Drains and Culverts > $1,000 
Other > $1,000 
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Transport Assets 
Road construction & reconstruction > $1,000 
Reseal/Re-sheet & major repairs: > $1,000 
Bridge construction & reconstruction > $1,000 
 
 
(vi) 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. 
 
Estimated useful lives for Council's I,P,P&E 
include: 
 
Plant and Equipment 
- Office Equipment 5 to 10 years 
- Office furniture 10 to 20 years 
- Computer Equipment 4 years 
- Vehicles 5 to 8 years 
- Heavy Plant/Road Making equip. 5 to 8 years 
- Other plant and equipment 5 to 15 years 
 
 

Other Equipment 
- Playground equipment 5 to 15 years 
- Benches, seats etc 10 to 20 years 
 
 

Buildings 
- Buildings 50 to 100 years 
 
 

Stormwater Drainage 
- Drains 60 to 80 years 
- Culverts 50 to 80 years 
 
 

Transportation Assets 
- Sealed Roads: Surface 12 to 20 years 
- Sealed Roads: Structure 50 to 60 years 
 
- Bridge: Concrete 80 to 100 years 
- 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 25 to 75 years 
- Pumps and telemetry 20 to 25 years 
 
 

Other Infrastructure Assets 
- Bulk earthworks Infinite 
 

All asset residual values and useful lives are 
reviewed and adjusted (where appropriate), at 
each balance sheet 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. 
 
 
(vii) 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 
 
(i) IT Development and Software 
 
Costs incurred in developing products or 
systems and costs incurred in acquiring 
software and licenses that will contribute to 
future period financial benefits through revenue 
generation and/or cost reduction are 
capitalised to software and systems. 
Costs capitalised include external direct costs 
of materials and service, direct payroll and 
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payroll related costs of employees’ time spent 
on the project. 
 
Amortisation is calculated on a straight line 
bases over periods generally ranging from 
three to five years. 
 
IT development costs include only those costs 
directly attributable to the development phase 
and are only recognised following completion 
of technical feasibility and where Council has 
an intention and ability to use the asset. 
 
 
(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. 
 
 
(o) 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 &/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 (market driven) 
utilised each year in between the full 
revaluations. 
 
The last full revaluation for Council’s 
Investment Properties was dated 30/06/2010. 
 
 
(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, e.g. 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 



 

Hawkesbury City Council 22 Financial Statements for the year ended 30 June 2012 

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. 
 
 
(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 
the entity 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 
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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,P,P&E 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. 
 
For non-cash generating assets of Council 
such as roads, drains, public buildings etc - 
value in use is represented by the “deprival 
value” of the asset which is approximated as 
its written down replacement cost. 
 
Other assets are tested for impairment 
whenever events or changes in circumstances 
indicate that the carrying amount may not be 
recoverable. 
 
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. 
 
 
(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: 
 

• 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 
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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 
 
(i) 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 
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. 
 
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. 
 
 
(ii) 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 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. 
 
Due to the nature of when and how Long 
Service Leave can be taken, all Long Service 
Leave for employees with four 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) 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 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. 
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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 
B” 
 
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. 
 
Accordingly, Council’s contributions to the 
scheme for the current reporting year have 
been recognised as an expense and disclosed 
as part of Superannuation Expenses at Note 
4(a). 
 
The Local Government Superannuation 
Scheme has advised member councils that, as 
a result of the global financial crisis, it has a 
significant deficiency of assets over liabilities 
amounting to around $2.34 million at 30 June 
2012. 
 
As a result, they have asked for significant 
increases in future contributions to recover that 
deficiency. 
 
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.  
Prepaid contributions are recognised as an 
asset to the extent that a cash refund or a 
reduction in the future payments is available. 
 
(iv) Employee Benefit On-Costs 
 
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. 
 
These amounts include Superannuation and 
Workers Compensation expenses which will be 
payable upon the future payment of certain 
Leave Liabilities accrued as at 30/6/12. 
 
 
(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 cash and investments 
to meet expected future claims and these are 
detailed in Note 6(c). 
 
 
(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. 
 
(i) 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. 
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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). 
 
 
(i) 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 UIG 

interpretations 
 
Certain new (or amended) accounting 
standards and interpretations have been 
published that are not mandatory for reporting 
periods ending 30 June 2012. 

 
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. 
 
 
(i) Applicable to Local Government with 

implications: 
 
AASB 9 Financial Instruments, AASB 2009 11 
Amendments to Australian Accounting 
Standards arising from AASB 9 and AASB 
2010-7 Amendments to Australian Accounting 
Standards arising from AASB 9 (December 
2010) (effective from 1 January 2013) 
 
AASB 9 Financial Instruments addresses the 
classification, measurement and derecognition 
of financial assets and financial liabilities. 
 
The standard is not applicable until 1 January 
2013 but is available for early adoption. 
 
When adopted, the standard will affect in 
particular the 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. 
 
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 derecognition rules have been transferred 
from AASB 139 Financial Instruments: 
Recognition and Measurement and have not 
been changed. 
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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 1 
January 2013) 
 
 
In August 2011, the AASB issued a suite of 
five new and amended standards which 
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. 
 
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 2014. 
 
 



 

Hawkesbury City Council 28 Financial Statements for the year ended 30 June 2012 

AASB 13 Fair Value Measurement and AASB 
2011-8 Amendments to Australian Accounting 
Standards arising from AASB 13 (effective 1 
January 2013) 
 
AASB 13 was released in September 2011. 
 
It explains how to measure fair value and aims 
to enhance fair value disclosures. Council has 
yet to determine which, if any, of its current 
measurement techniques will have to change 
as a result of the new guidance. 
 
It is therefore not possible to state the impact, 
if any, of the new rules on any of the amounts 
recognised in the financial statements.  
However, application of the new standard will 
impact the type of information disclosed in the 
notes to the financial statements.  
 
Council does not intend to adopt the new 
standard before its operative date, which 
means that it would be first applied in the 
annual reporting period ending 30 June 2014. 
 
 
(ii) Applicable to Local Government but no 

implications for Council; 
 
None 
 
 
(iii) Applicable to Local Government but not 

relevant to Council at this stage; 
 
 
Revised AASB 119 Employee Benefits, AASB 
2011-10 Amendments to Australian Accounting 
Standards arising from AASB 119 (September 
2011) and AASB 2011-11 Amendments to 
AASB 119 (September 2011) arising from 
Reduced Disclosure Requirements (effective 1 
January 2013) 
 
In September 2011, the AASB released a 
revised standard on accounting for employee 
benefits. 
 
It requires the recognition of all 
remeasurements of defined benefit 
liabilities/assets immediately in other 
comprehensive income (removal of the so-
called 'corridor' method) and the calculation of 
a net interest expense or income by applying 
the discount rate to the net defined benefit 
liability or asset. 
 
This replaces the expected return on plan 
assets that is currently included in profit or 
loss. 

 
The standard also introduces a number of 
additional disclosures for defined benefit 
liabilities/assets and could affect the timing of 
the recognition of termination benefits. 
The amendments will have to be implemented 
retrospectively. 
 
Council does not recognise defined benefit 
assets and liabilities for the reasons set out in 
note 1 (s)(iii) and so these changes will not 
have an impact on its reported results. 
 
 
(iv) Not applicable to Local Government per 

se; 
 
None 
 
 
There are no other standards that are not yet 
effective and that are expected to have a 
material impact on the entity 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 
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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: 
 
(i) 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. 
 
 
(ii) Administration 
 
Corporate Support and other Support Services 
(not otherwise attributed to the listed 
functions/activities). 
 
 
(iii) Public Order and Safety 
 
Fire protection, animal control, beach control, 
enforcement of local government regulations, 
emergency services, other. 
 
 
(iv) Health 
 
Inspection, immunisations, food control, health 
centres, other, administration. 
 
 
(v) Environment 
 
Noxious plants and insect/vermin control, other 
environmental protection, solid waste 
management, street cleaning, drainage, 
stormwater management. 
 
 
(vi) Community Services and Education 
 
Administration, family day care, child care, 
youth services, other family and children, aged 
and disabled, migrant services, Aboriginal 
services, other community services, education. 
 
 
(vii) Housing and community amenities 
 
Housing, town planning, street lighting, other 
sanitation and garbage, public cemeteries, 
public conveniences, other community 
amenities. 
 

(viii) Water supplies 
 
 
(ix) Sewerage services 
 
 
(x) Recreation and culture 
 
Public libraries, museums, art galleries, 
community centres, public halls, other cultural 
services, swimming pools, sporting grounds, 
parks and gardens (lakes), other sport and 
recreation. 
 
 
(xi) Fuel and Energy 
 
Gas supplies 
 
 
(xii) Mining, manufacturing and construction 
 
Building control, abattoirs, quarries & pits, 
other. 
 
 
(xiii) Transport and Communication 
 
Urban roads, sealed rural roads, unsealed 
rural roads, bridges, footpaths, aerodromes, 
parking areas, bus shelters and services, water 
transport, RTA works, other. 
 
 
(xiv) ECONOMIC AFFAIRS 
 
Camping areas, caravan parks, tourism and 
area promotion, industrial development 
promotion, saleyards and markets, real estate 
development, commercial nurseries, other 
business undertakings. 
 



 

Hawkesbury City Council 31 Financial Statements for the year ended 30 June 2012 

Note 3 - Income from Continuing Operations 
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Note 4 - Expenses from Continuing Operations 
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Note 5 - Gains or Losses from the Disposal of Assets 
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Note 6(a) - Cash Asset and Note 6(b) – Investment Securities 
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Note 6(c) - Restricted Cash, Cash Equivalents and Investments 
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Note 7 - Receivables 
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Note 8 - Inventories and Other Assets 
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Note 9(a) - Infrastructure, Property, Plant and Equipment 
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Note 9(b) - Externally Restricted Infrastructure, Property, Plant and Equipment 
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Note 9(c) - Infrastructure, property, Plant and Equipment – Current Year 
Impairments and Note 10(a) - Payables, Borrowings and Provisions 
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Note 10(a) - continued and Note 10(b) – Description of and movements in 
Provisions 
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Note 11 - Statement of Cash Flows – Additional Information 
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Note 12 - Commitments for Expenditure 
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Note 13(a)(i) - Statement of Performance Measurement – Indicators 
(Consolidated) 
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Note 13(a)(ii) - Statement of Performance Measurement – Graphs 
(Consolidated) 
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Note 13(b) - Statement of Performance Measurement – Indicators (by Fund) 
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Note 14 - Investment Properties 
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Note 15 - Financial Risk Management 
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Note 16 - Material Budget Variations 
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Note 17 - Statement of Developer Contributions 
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Note 18 - Contingencies and Other Assets/Liabilites not recognised 
 
The following assets and liabilities do not 
qualify for recognition in the Balance Sheet, 
but their knowledge and disclosure is 
considered relevant to the users of Council's 
Financial Report. 
 
Liabilities not recognised 
 
(a) Guarantees 
 
(i) Westpool 
 
Council is one of nine members to Westpool, 
an insurance pool managed by Willis Aust. Ltd.  
 
Council contributes to Westpool's operations 
and in return receives Public Liability and 
Professional Indemnity insurance coverage, 
and associated services such as training and 
risk assessment.  
 
Council's contribution represented 8% of the 
total amounts paid in by member Councils. 
 
The pool ended with a surplus of $20.131M of 
which Council's proportional share is $1.599M. 
 
Should the pool ever require additional funding 
as a result of past insurance events, Council 
would be required to make any necessary 
contributions. 
 
(ii) Workers Compensation Claims 
 
Council holds a Workers Compensation Self 
Insurers licence and recognises that it might 
pay out future claims based upon past events. 
 
Amounts that cannot be paid out of Council's 
recurrent Workers Compensation expenditure 
budget will be funded from a reserve that is set 
up specifically for this purpose - refer Note 
6(c). 
 
(iii) Other Guarantees 
 
Council has provided no other Guarantees 
other than those listed above. 
 
 
(b) Superannuation Schemes 
 
(i) Defined Benefit Superannuation 

Contribution Plans 
 
Council participates in an employer sponsored 
Defined Benefit Superannuation 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 the required benefits as they fall due. 
 
The Schemes most recent full actuarial review 
indicated that the Net Assets of the Scheme 
were not sufficient to meet the accrued 
benefits of the Schemes Defined Benefit 
member category and that member Councils 
will need to make significantly higher 
contributions from 2009/10 and beyond. 
 
The Local Government Superannuation 
Scheme 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 its 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 Contributions Plans. 
 
 
(c) Other Liabilities 
 
(i) Third Party Claims 
 
The Council 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. 
 
(ii) S94 Plans 
 
Council levies Section 94/94A Contributions 
upon various developments across the Council 
area through the required Contributions Plans. 
 
As part of these Plans, Council has received 
funds for which it will be required to expend the 
in monies accordance with those Plans 
 
As well, these Plans indicate proposed future 
expenditure to be undertaken by Council, 
which will be funded by making levies and 
receipting funds in future years or where a 
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shortfall exists by the use of Council's General 
Funds. 
 
These future expenses do not yet qualify as 
liabilities as of the Reporting Date, but 
represent Councils intention to spend funds in 
the manner and timing set out in those Plans. 
 
(iii) Potential Land Acquisitions due to 

Planning Restrictions imposed by 
Council 

 
Council has classified a number of privately 
owned land parcels as Local Open Space or 
Bushland. 
 
As a result, where notified in writing by the 
various owners, Council will be required to 
purchase these land parcels. 
 
At reporting date, reliable estimates as to the 
value of any potential liability (and subsequent 
land asset) from such potential acquisitions 
has not been possible. 
 
 
ASSETS NOT RECOGNISED 
 
(d) Land Under Roads 
 
As permitted under AASB 1051, Council has 
elected not to bring to account Land Under 
Roads that it owned or controlled up to and 
including 30/6/08. 
 
 
(e) Infringement Notices/Fines 
 
Fines and Penalty Income; the result of 
Council issuing Infringement Notices is 
followed up and collected by the Infringement 
Processing Bureau. 
 
Councils Revenue Recognition policy for such 
income is to account for it as revenue on 
receipt. 
 
Accordingly, at Year End, there is a potential 
asset due to Council representing issued but 
unpaid Infringement Notices. 
 
Due to the limited information available on the 
status, value and duration of outstanding 
Notices, Council is unable to determine the 
value of outstanding income. 



 

Hawkesbury City Council 70 Financial Statements for the year ended 30 June 2012 

Note 19 - Controlled Entities, Associated Entities and Interest in Joint Ventures 
 
Council's objectives can and in some cases 
are best met through the use of separate 
entities and operations. 
 
These operations and entities range from: 
100% ownership and control through to lower 
levels of ownership and control via co-
operative arrangements with other Councils, 
Bodies and other Outside Organisations. 
 
The accounting and reporting for these various 
entities, operations and arrangements varies in 
accordance with accounting standards, 
depending on the level of Councils (i) interest 
and (ii) control and the type (form) of 
entity/operation, as follows: 
 
Subsidiaries Note 19(a) 
 

• Operational Arrangements, where 
Councils Control (but not necessarily 
Interest) exceeds 50%. 

 
 
Associated Entities and Joint Venture 
Entities Note 19(b) (i) and (ii) 
 

• Arrangements in the form of a Separate 
Entity that deploys the resources of the 
operation itself. 

• Under Associated Entities, Council 
significantly influences the operations 
(but does not control them), while for JV 
Entities, Council Jointly Controls the 
Operations with other parties. 

 
 

Joint Venture Operations Note 19(c) 
 

• Arrangements that do not comprise an 
actual individual entity which can deploy 
the resources of the individual 
participants. 

• Under JV Operations, Council Jointly 
Controls the operations with the Other 
Parties involved. 

 
 
Subsidiaries, Associated Entities and Joint 
Ventures Not Recognised Note 19(d) 
 
Accounting Recognition 
 

• Subsidiaries disclosed under Note 19(a), 
and Joint Venture Operations disclosed 
at Note 19(c), are accounted for on a 
Line by Line Consolidation basis within 
the Income Statement and Balance 
Sheet. 

• Associated Entities and Joint Venture 
Entities as per Notes 19(b)(i) and (ii) are 
accounted for using the Equity 
Accounting Method - and are disclosed 
as a one line entry in both the Income 
Statement and Balance Sheet 

 
 
 



 

Hawkesbury City Council 71 Financial Statements for the year ended 30 June 2012 

Note 19(a) - Subsidiaries (i.e. Entities and operations controlled by Council) 
 

 



 

Hawkesbury City Council 72 Financial Statements for the year ended 30 June 2012 

Note 19(b) - Associated Entities and Interests in Joint Ventures 
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Note 20 – Equity: Retained Earnings and Revaluation Reserves 
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Note 21 - Financial Result and Financial position by Fund 
 

 



 

Hawkesbury City Council 77 Financial Statements for the year ended 30 June 2012 
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Notes 22 – 25 – “Held for Sale” Non-current Assets; Events occurring after 
Balance sheet date; Discontinued Operations and Intangible Assets 
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Note 26 - Reinstatement, Rehabilitation and restoration Liabilities 
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Note 27 - Council Information and Contact Details 
 
Principle place of Business   
    
366 George Street   
WINDSOR  NSW  2756   
    
    
Contact Details Opening Hours 
Mailing Address   
PO Box 146 8:30am to 5pm  
WINDSOR  NSW  2756 Monday to Friday  
    
    
Telephone (02) 4560 4444 Internet www.hawkesbury.nsw.gov.au 

Facsimile (02) 4560 7740 Email council@hawkesbury.nsw.gov.au 

    
    
Officers  Elected Members 
General Manager  Mayor  
Mr Peter Jackson  Clr Kim Ford  
    
Responsible Accounting Officer Councillors  
Ms Emma Galea  Clr Kevin Connolly  
  Clr Barry Calvert  
Public Officer  Clr Warwick Mackay 
Mr Laurie Mifsud  Clr Christine Paine 
  Clr Bob Porter  
Auditor  Clr Paul Rasmussen 
Pricewaterhouse Coopers Clr Jill Reardon  
Darling Park Tower 2 Clr Bart Bassett  
201 Sussex Street Clr Tiffany Tree  
SYDNEY  NSW  2000 Clr Leigh Williams  
  Clr Wayne Whelan 
    
Other Information   
ABN 54 659 038 834   
    
 
 

http://www.hawkesbury.nsw.gov.au/
mailto:council@hawkesbury.nsw.gov.au
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Independent Auditors report to the Council – S417(2) 
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Background 
 
(i) These Special Purpose Financial 

Statements have been prepared for the 
use by both Council and the Division of 
Local Government in fulfilling their 
requirements under National 
Competition Policy. 

 
(ii) The principle of competitive neutrality is 

based on the concept of a "level playing 
field" between persons/entities 
competing in a market place, particularly 
between private and public sector 
competitors. 

 
Essentially, the principle is that 
government businesses, whether 
Commonwealth, State or Local, should 
operate without net competitive 
advantages over other businesses as a 
result of their public ownership. 
 

(iii) For Council, the principle of competitive 
neutrality & public reporting applies only 
to declared business activities. 

 
These include (a) those activities 
classified by the Australian Bureau of 
Statistics as business activities being 
water supply, sewerage services, 
abattoirs, gas production and reticulation 
and (b) those activities with a turnover of 
over $2 million that Council has formally 
declared as a Business Activity (defined 
as Category 1 activities). 
 

(iv) In preparing these financial statements 
for Council's self classified Category 1 
businesses and ABS defined activities, 
councils must (a) adopt a corporatisation 
model and (b) apply full cost attribution 
including tax equivalent regime 
payments and debt guarantee fees 
(where the business benefits from 
councils borrowing position by 
comparison with commercial rates). 

 
 
 



 

Hawkesbury City Council 90 Financial Statements for the year ended 30 June 2012 

Statement by Councillors and Management 
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Income Statement of Council’s Sewerage Business Activity 
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Balance Sheet of Council’s Sewerage Business Activity 
 

 



 

Hawkesbury City Council 93 Financial Statements for the year ended 30 June 2012 

Notes to the Special Purpose Financial Statements 
 
Note 1 - Significant Accounting 
Policies 
 
These financial statements are a Special 
Purpose Financial Statements (SPFS) 
prepared for use by Council and the Division of 
Local Government. 
 
For the purposes of these statements, the 
Council’s business activities (reported herein) 
are not reporting entities. 
 
These special purpose financial statements, 
unless otherwise stated, have been prepared 
in accordance with; 
 

• applicable Australian Accounting 
Standards, 

• other authoritative pronouncements of 
the Australian Accounting Standards 
Board, 

• Australian Accounting Interpretations, 
• the Local Government Act and 

Regulation, and 
• the Local Government Code of 

Accounting Practice and Financial 
Reporting. 

 
The statements are also prepared on an 
accruals basis.  They are based on historic 
costs and do not take into account changing 
money values nor current values of non-
current assets (except where specifically 
stated). 
 
Certain taxes and other costs (appropriately 
described) have been imputed for the 
purposes of the National Competition Policy. 
 
 
(a) National Competition Policy 
 
Council has adopted the principle of 
‘competitive neutrality’ to its business activities 
as part of the national competition policy which 
is being applied throughout Australia at all 
levels of government. 
 
The framework for its application is set out in 
the June 1996 Government Policy statement 
on the “Application of National Competition 
Policy to Local Government”. 
 
The “Pricing & Costing for Council Businesses 
A Guide to Competitive Neutrality” issued by 
the Division of Local Government in July 1997 
has also been adopted. 

The pricing and costing guidelines outline the 
process for identifying and allocating costs to 
activities and provide a standard of disclosure 
requirements.  These disclosures are reflected 
in Council’s pricing and/or financial reporting 
systems and include taxation equivalents; 
council subsidies; return on investments (rate 
of return); and dividends paid. 
 
 
(b) Declared Business Activities 
 
In accordance with Pricing & Costing for 
Council Businesses - A Guide to Competitive 
Neutrality, Council has declared that the 
following are to be considered as business 
activities: 
 
Category 1 
 
(where gross operating turnover is over $2 million) 
 
(i) Sewerage Service 

 
Comprising the operations and net 
assets of Council’s Sewerage 
Reticulation and Treatment Operations 
servicing the Hawkesbury City Council 
area. 

 
(ii) Hawkesbury Leisure Centre 

 
The centre was managed during the 
year by the YMCA. 

 
 
Category 2 
 
(where gross operating turnover is less than $2 million) 
 
Nil 
 
 
(c) Monetary Amounts 
 
Amounts shown in the financial statements are 
in Australian currency and rounded to the 
nearest one thousand dollars, with the 
exception of some figures disclosed in Note 3 
(Sewerage Best Practice Management 
Disclosures). 
 
As required by the NSW Office of Water 
(Department of Environment, Climate Change 
and Water) some amounts shown in Note 3 
are disclosed in whole dollars. 
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(i) Taxation Equivalent Charges 
 
Council is liable to pay various taxes and 
financial duties in undertaking its business 
activities.  Where this is the case, they are 
disclosed in these statements as a cost of 
operations just like all other costs. 
 
However, where Council is exempt from paying 
taxes which are generally paid by private 
sector businesses (such as income tax), 
equivalent tax payments have been applied to 
all Council nominated business activities and 
are reflected in these financial statements. 
 
For the purposes of disclosing comparative 
information relevant to the private sector 
equivalent, the following taxation equivalents 
have been applied to all council nominated 
business activities (this does not include 
council’s non-business activities): 
 
 
(d) Notional Rate Applied % 
 
Corporate Income Tax Rate – 30% 
 
 
Land Tax – The first $396,000 of combined 
land values attracts 0%.  From $396,001 to 
$2,421,000 the rate is 1.6% + $100.  For the 
remaining combined land value that exceeds 
$2,421,000, a premium marginal rate of 2.0% 
applies. 
 
 
Payroll Tax – 5.45% on the value of taxable 
salaries and wages in excess of $678,000. 
 
In accordance with the guidelines for Best 
Practice Management of Water Supply and 
Sewerage, a payment for the amount 
calculated as the annual tax equivalent 
charges (excluding income tax) must be paid 
from Water Supply and Sewerage Business 
activities. 
 
The payment of taxation equivalent charges, 
referred in the Best Practice Management of 
Water Supply and Sewerage Guides to as a 
“Dividend for Taxation equivalent”, may be 
applied for any purpose allowed under the 
Local Government Act, 1993. 
 
Achievement of substantial compliance against 
the guidelines for Best Practice Management 
of Water Supply and Sewerage is not a 
prerequisite for the payment of the tax 
equivalent charges, however the payment 
must not exceed $3 per assessment. 

(e) Income Tax 
 
An income tax equivalent has been applied on 
the profits of the business. 
 
Whilst income tax is not a specific cost for the 
purpose of pricing a good or service, it needs 
to be taken into account of in terms of 
assessing the rate of return required on capital 
invested. 
 
Accordingly, the return on capital invested is 
set at a pre-tax level (gain/loss) from ordinary 
activities before capital amounts) as would be 
applied by a private sector competitor – that is, 
it should include a provision equivalent to the 
corporate income tax rate, currently 30%. 
 
Income Tax is only applied where a positive 
gain/loss) from ordinary activities before capital 
amounts has been achieved. 
 
Since this taxation equivalent is notional - that 
is, it is payable to the “Council” as the owner of 
business operations, it represents an internal 
payment and has no effect on the operations of 
the council.  Accordingly, there is no need for 
disclosure of internal charges in Council's 
GPFS. 
 
The rate applied of 30% is the equivalent 
company tax rate prevalent as at balance date. 
No adjustments have been made for variations 
that have occurred during the year. 
 
 
(f) Local Government Rates and 

Charges 
 
A calculation of the equivalent rates and 
charges payable on all Category 1 businesses 
has been applied to all land assets owned or 
exclusively used by the business activity. 
 
 
(g) Loan and Debt Guarantee Fees 
 
The debt guarantee fee is designed to ensure 
that council business activities face “true” 
commercial borrowing costs in line with private 
sector competitors.  
 
In order to calculate a debt guarantee fee, 
council has determined what the differential 
borrowing rate would have been between the 
commercial rate and the council’s borrowing 
rate for its business activities. 
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(ii) Subsidies 
 
Government policy requires that subsidies 
provided to customers and the funding of those 
subsidies must be explicitly disclosed. 
 
Subsidies occur where council provides 
services on a less than cost recovery basis.  
This option is exercised on a range of services 
in order for council to meet its community 
service obligations. 
 
Accordingly, Subsidies disclosed (in relation to 
National Competition Policy) represents the 
difference between revenue generated from 
‘rate of return’ pricing and revenue generated 
from prices set by the council in any given 
financial year. 
 
The overall effect of subsidies is contained 
within the Income Statement of Business 
Activities. 
 
 
(iii) Return on Investments (Rate of Return) 
 
The Policy statement requires that councils 
with Category 1 businesses “would be 
expected to generate a return on capital funds 
employed that is comparable to rates of return 
for private businesses operating in a similar 
field”. 
 
Such funds are subsequently available for 
meeting commitments or financing future 
investment strategies. 
 
The Rate of Return on Capital is calculated as 
follows: 
 
 

Operating Result before Capital Income + Interest 
Expense 

Written Down Value of I,PP&E as at 30 June 
 
 
As a minimum, business activities should 
generate a return equal to the Commonwealth 
10 year bond rate which is 3.03% at 30/6/12. 
 
The actual rate of return achieved by each 
business activity is disclosed at the foot of 
each respective Income Statement. 
 
 

(iv) Dividends 
 
Council is not required to pay dividends to 
either itself as owner of a range of businesses 
or to any external entities. 
 
Local Government Water Supply and 
Sewerage Businesses are permitted to pay an 
annual dividend from its water supply or 
sewerage business surplus. 
 
The dividend, calculated and approved in 
accordance with the Best Practice 
Management Guidelines, must not exceed 
either (i) 50% of this surplus in any one year, 
or (ii) the number of water supply or sewerage 
assessments at 30 June 2012 multiplied by 
$30 (less the payment for tax equivalent 
charges, not exceeding $3 per assessment). 
 
In accordance with the guidelines for Best 
Practice Management of Water Supply and 
Sewerage, a Dividend Payment form, 
Statement of Compliance, Unqualified 
Independent Financial Audit Report and 
Compliance Audit Report are required to be 
submitted to the NSW Office of Water prior to 
making the dividend and only after it has 
approved its payment. 
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Note 3 - Sewerage Business: Best Practice Management Disclosure 
Requirements 
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Independent Auditors report to the Council 
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Background 
 
(i) These Special Schedules have been 

designed to meet the requirements of 
special purpose users such as: 

 
• the NSW Grants Commission; 
• the Australian Bureau of Statistics 

(ABS); 
• the NSW Office of Water; 
• the Department of Environment, Climate 

Change and Water; and 
• the Division of Local Government (DLG). 

 
(ii) The financial data is collected for various 

uses including: 
 

• the allocation of Financial Assistance 
Grants; 

• the incorporation of Local Government 
financial figures in national statistics; 

• the monitoring of loan approvals; 
• the allocation of borrowing rights; and 
• the monitoring of the financial activities 

of specific services. 
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Special Schedule No. 1 - Net Cost of Services 
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Special Schedule No. 2(a) - Statement of Long Term Debt (all purpose) 
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Special Schedule No. 3 – Water Supply Income Statement 
 
Not required 
 
 
Special Schedule No. 4 – Water Supply Balance Sheet 
 
Not required 
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Special Schedule No. 5 - Sewerage Income Statement 
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Special Schedule No. 6 - Sewerage Balance Sheet 
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Special Schedule No. 7 - Condition of Public Works 
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Special Schedule No. 8 - Financial Projects 
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Notes to Special Schedule No.’s 3 and 5 
 
Administration (1) (item 1a of Special 
Schedules 3 and 5) comprises the following:  
 

• Administration staff: 
- Salaries and allowance 
- Travelling expenses  
- Accrual of leave entitlements  
- Employment overheads 

• Meter reading 
• Bad and doubtful debts 
• Other administrative/corporate support 

services 
 
 
Engineering and supervision (1) 
(item 1b of Special Schedules 3 and 5) 
comprises the following: 
 

• Engineering staff: 
- Salaries and allowance 
- Travelling expenses 
- Accrual of leave entitlements 
- Employment overheads. 

• Other technical and supervision staff: 
- Salaries and allowance 
- Travelling expenses 
- Accrual of leave entitlements 
- Employment overheads. 

 
 
Operational expenses (item 2 of Special 
Schedules 3 and 5) comprise the day to day 
operational expenses excluding maintenance 
expenses. 
 
 
Maintenance expenses (item 2 of Special 
Schedules 3 and 5) comprise the day to day 
repair and maintenance expenses.  (Refer to 
Section 5 of the Local Government Asset 
Accounting Manual regarding capitalisation 
principles and the distinction between capital 
and maintenance expenditure). 
 
 
Other expenses (item 4c of Special 
Schedules 3 and 5) includes all expenses not 
recorded elsewhere. 
 
 
Revaluation decrements (item 4b of Special 
Schedules 3 and 5) is to be used when I,PP&E 
decreases in FV. 
 
 

Residential charges (2) (items 6a, 6b and item 
6 of Special Schedules 3 and 5 respectively) 
include all income from residential charges.  
Item 6 of Schedule 3 should be separated into 
6a Access Charges (including rates if 
applicable) and 6b Usage Charges. 
 
 
Non-residential charges (2) (items 7a, 7b of 
Special Schedules 3 and 5) include all income 
from non-residential charges separated into 7a 
Access Charges (including rates if applicable) 
and 7b Usage Charges. 
 
 
Trade waste charges (item 8 of Special 
Schedule 5) include all income from trade 
waste charges separated into 8a Annual Fees, 
8b Usage Charges and 8c Excess Mass 
Charges and 8d Re-inspection Fees. 
 
 
Other income (items 10 and 11 of Special 
Schedules 3 and 5 respectively) include all 
income not recorded elsewhere. 
 
 
Other contributions (items 12c and 13c of 
Special Schedules 3 and 5 respectively) incl. 
capital contributions for water supply or 
sewerage services received by Council under 
Section 565 of the Local Government Act. 
 
 
Notes: 
 
1. Administration and engineering costs for 

the development of capital works 
projects should be reported as part of 
the capital cost of the project and not as 
part of the recurrent expenditure (i.e. in 
item 16 for water supply and item 17 for 
sewerage, and not in items 1a and 1b). 

 
2. To enable accurate reporting of 

residential revenue from usage 
charges, it is essential for councils to 
accurately separate their residential 
(item 6) charges and non-residential 
(item 7) charges. 
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