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Meeting Date: Tuesday 27 September 2016 
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Agenda of the Council Meeting No. 9/16, dated Tuesday 23 August 2016. 
 

LATE ITEM 

7 DRAFT 2015/2016 FINANCIAL STATEMENTS  

Report prepared by: Acting Chief Financial Officer 
       File No.: FIM/07/6/4/2 - BP16/1115  
 

 
REPORT SUMMARY 

 
This report is submitted to Council for its endorsement and referral of the Draft 
2015/2016 Financial Statements to Council’s auditors, PriceWaterhouseCoopers 
(PwC). 
 
The report details the process for Council to adopt its 2015/2016 Financial Statements 
that includes advertising the 2015/16 Financial Statements and being placed on public 
exhibition for public comment, once Council receives the Auditor’s report. 
 
It is proposed that at its meeting on 25 October 2016, Council will receive a 
presentation from Council’s Auditor, on the audited Financial Statements for 
2015/2016, prior to consideration of their adoption. 
 
Council’s overall result for 2015/2016 is positive with a Net Operating Result for the 
year of $79 million. However, this result is largely driven by the receipt of Capital 
Grants and Contributions, the revaluation of Council’s investment properties, the 
recovery of previously written down investments and savings relating to Restricted 
items, that total $75.38 million. A detailed explanation of Council’s result is provided in 
this report. 
 
The only issue that is currently being reviewed is whether the Civic Centre book value 
should be impaired and therefore written down, as a result of Council’s resolution to 
vacate the site. This issue is still under consideration by Council’s auditors and the 
result will affect both Council’s Operating Result and Net Operating Result. 
 
This matter will be clarified when Council’s end of year result is reported to Council on 
the 25 October 2016. 
 

RECOMMENDATION: 
 
(a) That pursuant to the provisions of Section 413 of the Local Government Act 

1993, Council hereby declares that it has prepared General Purpose Financial 
Statements for the 2015/2016 financial year ending 30 June 2016 and has 
formed an opinion, based on the advice of Council officers, that these reports: 

 
i. Have been prepared in accordance with: 

 The Local Government Act 1993 (as amended) and the Regulations 
made thereunder 
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 The Australian Accounting Standards and professional 
pronouncements 

 The Local Government Code of Accounting Practice and Financial 
Reporting. 

 
ii. Present fairly the operating result and financial position of the City of Ryde 

for the year ended 30 June 2016. 
 

iii. Accords with Council's accounting and other records and policies. 
 
(b) That the Special Purpose Financial Statements have been drawn up in 

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

 
(c) That the General and Special Purpose Financial Statements be certified by the 

Mayor, Deputy Mayor, General Manager and Responsible Accounting Officer 
(Chief Financial Officer) in accordance with section 413 (2)(c) of the Local 
Government Act 1993. 

 
(d) That pursuant to the provisions of Section 413 of the Local Government Act 

1993, Council hereby declares that the Financial Statements (including General 
Purpose and Special Purpose Reports) for the year ending 30 June 2016 be 
referred for audit. 

 
(e) That Tuesday, 25 October 2016 be fixed as the date for the public meeting to 

present the audited financial statements and auditor’s report for the year ended 
30 June 2016 as required by section 419 of the Local Government Act 1993 and 
that the Council’s external auditors be present. 

 
(f) That the following additional amounts be transferred to/(from) their respective 

reserves: 

 Employee Leave Entitlement Reserve - $1,019,950 

 Financial Securities Reserve - ($5,185,670) 

 Investment Property Reserve - $5,185,670 

 Accommodation Reserve - $3,000,000 

 Asset Replacement Reserve - $4,000,000 
 

ATTACHMENTS 
1  2015-2016 Income Statement - Draft  
2  2015-2016 Statement of Comprehensive Income - Draft  
3  2015-2016 Statement of Financial Position - Draft  
4  2015-2016 Statement of Changes in Equity - Draft  
5  2015-2016 Statement of Cash Flows - Draft  
6  2015-2016 Draft Financial Statements  
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Agenda of the Council Meeting No. 11/16, dated Tuesday 27 September 2016. 

 

  
Report Prepared By: 
 
Christine Joyce 
Acting Chief Financial Officer  
 
Report Approved By: 
 
Jill Webb 
Acting Director - Corporate and Community Services 

 
Roy Newsome 
Acting General Manager  



 
 
 
 Late Item – Council Report  Page 4 
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Agenda of the Council Meeting No. 11/16, dated Tuesday 27 September 2016. 

 

Discussion 
 

Background 
 

As prescribed under Section 413 of the Local Government Act 1993 Council is 
required to consider and resolve to refer the 2015/2016 Draft Financial Statements 
for audit as soon as practicable after the end of the year. 

 

Following this resolution, Council will await the receipt of the auditor’s report, which is 
anticipated to be received on 29 September 2016, and the Financial Statements will 
then be submitted to the Office of Local Government. 
 
Advertising and public exhibition of both the audited Financial Statements and 
auditor’s report, inviting members of the public to make comment, will commence on 
5 October and end on 1 November 2016. 

 

The proposed date of the Council meeting to adopt the 2015/2016 Financial 
Statements is 25 October 2016. Council’s auditors and members of the Audit and 
Risk Committee will be present at that meeting to answer any questions on the 
Financial Statements and auditor’s report. The auditors will also make a presentation 
on Council’s financial performance for the year. 
 

Report 
 

Council's Draft Financial Statements for 2015/2016 have been prepared and are 
ATTACHED (Attachment 6). 
  
The Draft 2015/2016 Financial Statements are attached to this report and have been 
prepared in accordance with the format required by the Local Government Act 1993, 
the Code of Accounting Practice issued by the Department of Local Government and 
the Australian Equivalents to the International Financial Reporting Standards 
(AIFRS). 
 

These Draft Financial Statements are required to be audited in accordance with 
Sections 415, 416 and 417 of the Local Government Act. 
 

The auditors have advised that the majority of their audit has been conducted and 
that the Financial Statements, as presented reflects a fair and reasonable 
assessment of Council’s financial position as at 30 June 2016. 
 

The Draft Financial Statements consist of the following General Purpose Financial 
Statements: 
 

i. Income Statement (ATTACHED) 
ii. Statement of Comprehensive Income (ATTACHED) 
iii. Statement of Financial Position (ATTACHED) 
iv. Statement of Changes in Equity (ATTACHED) 
v. Statement of Cash Flows (ATTACHED) 
vi. Notes to the Financial Statements 1 to 27 
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It should be noted there may be minor or slight variances to the complete      
circulated document once checking is fully completed. 
 

The Draft Financial Statements also include Draft Special Purpose Financial 
Statements.  These relate to the following designated business activities of Council: 

 Ryde Aquatic Leisure Centre  

 Commercial Waste Removal  
 

Amendments to the Code of Accounting Practice and new Accounting Standards 
 
There have been minor amendments to the Code of Accounting Practice published 
by the Office of Local Government for 2015/2016 and these have been incorporated 
into the Draft Financial Statements. 
 
There were no new accounting standards adopted for 2015/2016. Certain new (or 
amended) accounting standards and interpretations have been published that are not 
mandatory for reporting period ending 30 June 2016 and Council has not adopted 
any of these standards early. 
 
Note 1 of the Draft Financial Statements provides detailed commentary on the future 
effect of changes to Accounting Standards. 
 
While there is no impact on the 2015/2016 Financial Statements, AASB2015-6 – 
Amendments to Australian Accounting Standards – Extending Related Party 
Disclosures to Not-for-Profit Public Sector Entities, requires a framework for 
disclosures to commence from 1 July 2016. 
 
From 1 July 2016, AASB 124 - Related Party Disclosures will apply to Council, 
meaning Council will be required to disclose information about related parties and 
Council transactions with those related parties. 
 
Related parties will more than likely include the Mayor, Councillors and certain 
Council staff. In addition, the close family members of those people and any 
organisations that they control or are associated with will be classified as related 
parties (and fall under the related party reporting requirements). 
 
Annual Financial Statement’s Process 
 
The process that Council must follow in the production, audit, adoption and the 
advertising of the Financial Statements is prescribed in detail in Section 413 - 420 of 
the Local Government Act 1993.  The following timetable will allow these processes 
to be satisfied and for the Financial Statements to be adopted by Council; 
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27 September 2016 2015/2016 Draft Financial Statements presented to Council to 
refer the Draft Financial Statements to Audit. 

29 September 2016 Auditor’s report anticipated to be received by Council and 
Financial Statements submitted to the Office of Local 
Government. 

5 October 2016 Public advertising notifying that the Financial Statements are 
available for inspection at the Civic Centre, Libraries and 
Council’s Website until 1 November 2016. The advertisement 
also advises that the Financial Statements will be formally 
presented to Council on 25 October 2016 and submissions 
will be received until 1 November 2016. 

25 October 2016 Audit & Risk Committee meet to discuss the final financial 
statements prior to the Council meeting, plus discuss them 
with the external auditor without staff present. 

25 October 2016 Ordinary Council meeting – Presentation of Council’s audited 
Financial Statements and auditor’s report to Council. 

1 November 2016 Closing date for public submissions on the Financial 
Statements.  All submissions received will be referred to 
Council's auditor for consideration (Section 420(3)). Council 
may take such action as it considers appropriate with respect 
to any submissions received. 

   
A full report on Council’s financial position will be provided to Council at its meeting 
on 25 October 2016 and it is proposed that Council’s auditors (PwC) make a 
presentation at that meeting on Council’s financial performance for the year. 
Council’s auditors and the member of the Audit and Risk Committee will be present 
at that meeting to answer any questions on the Financial Statements and auditors’ 
report. 
 
Financial Performance 
 
While the Annual Financial Statements are still subject to audit, the following is a 
summary of the City of Ryde’s financial results which demonstrate Council’s sound 
financial position.  
 
The only issue that is currently being reviewed is whether the Civic Centre book 
value should be impaired and therefore written down, as a result of Council’s 
resolution to vacate the site. This issue is still under consideration by Council’s 
auditors and the result will affect both Council’s Operating Result and Net Operating 
Result. 
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Financial Results 2013 2014 2015
 

2016
(1) 

  000's 000's 000's 000's 

          

Operating Result $12,234 $15,571 $41,003 $79,084 

Operating Result Before Capital ($5,795) $1,342 $10,044 $35,506 

Total Cash & Investments $91,877 $105,958 $137,752 $178,043 

Internal Reserves $52,830 $55,800 $73,214 $82,913 

Working Capital $4,264 $4,310 $4,963 $4,517 

      

Assets under Management $2.22B $2.57B $2.54B $2.56B 

(1)  Subject to audit confirmation 

 
Performance Indicators 
 
The following key performance indicators provide further information on Council’s 
financial performance:  
 
Note 13 Performance Indicators

 
2013 2014 2015 2016

(1)
 

      

Operating performance -6.21% 1.15% 8.53% 8.13% 

Own source operating revenue
(2)

 66.46% 82.04% 71.44% 67.03% 

Unrestricted current ratio 3.03 3.59 5.03 4.29 

Debt service cover ratio
(2)

 28.29 27.26 20.86 11.93 

Rates & annual charges outstanding 3.93% 3.65% 3.84% 3.58% 

Cash expense cover ratio
(2)

 10.00 13.46 15.68 15.72 

(1) Subject to audit confirmation 

 

The indicators above reflect a strong financial position as at 30 June 2016. The 
overall operating result of $79 million is $82 million higher than budget. The following 
is a summary of the items contributing to this result: 
 

1. Capital Grants and Contributions - $44 million 
 

In setting the annual budget, Council only budgets for known grants and 
contributions towards capital works. Section 94 contributions are not budgeted for 
on the basis that the level of contributions received varies greatly year on year. 
Three years ago Council averaged around $1.5 million per year in Section 94 
contributions, however the amounts received over recent years has increased 
significantly with $38.6 million received in 2015/16. 
 
In 2015/2016 Council also received $1.9m for voluntary planning agreements and 
grants for stormwater improvement projects ($317k) and lighting and CCTV in 
Eastwood ($180k). Additionally, Council's ‘Roads to Recovery’ grant was $685k 
more than anticipated and Council received $1.16 million in transport grants from 
RMS for road resurfacing, road kerb renewal, cycleway construction and traffic 
management. 
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While this income has a significant impact on the overall operating result, these 
funds are restricted and cannot be used for Council’s ordinary operations nor 
does it impact on available Working Capital. 

 
2. Fair Value Investment Properties - $24.5 million 

 
Recognition in the Income Statement of increases in the value of investment 
properties is required by AASB140(75). These valuations are reviewed annually 
by a member of the Australian Property Institute and movements in value are 
recognised as Other Revenues. 
 
As with Capital Grants and Contributions, this revenue does not affect Council’s 
ordinary operations nor does it impact on available Working Capital. 
 
3. User Charges and Fees - $2.4 million 

 
The additional income received was predominantly related to environmental 
enforcement levies and other development assessment income which were, $1.8 
million and $635k respectively, over budget. The original budgets for this type of 
income were conservative as they rely on the levels of development activity 
throughout the local government area which, in turn, remained high throughout 
the course of the year. The continuation of this level of activity in the City of Ryde 
is projected to decline over the 2016/17 year. 
 

4. Gain on Disposal of Assets - $2.1 million 
 

The majority of this budget variation relates to $1,747K received for settlement of 
legal cases regarding Collateralised Debt Obligation investments.  
 
A proportion of this income is related to interest earnt on Section 94 funds and is 
restricted in external reserves which cannot be applied to Council's normal 
operations. 

 
5. Interest on Investments - $2 million 

 
During the 2015/2016 financial year the Reserve Bank of Australia cut official 
interest rates by 0.25% which occurred in May 2016. Overall, Council's interest 
rate earnings decreased slightly during the year, but higher than expected 
Section 94 contributions have resulted in additional interest income than was 
originally forecasted.  

 
It should be noted that, as with point 4 above, a proportion of this income is 
related to interest earnt on Section 94 funds and is therefore restricted in external 
reserves which cannot be applied to Council's normal operations. 
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6. Other Expenses – $3.8 million 
 
Other expenses were under budget due to savings against many of the items in 
this expenditure category. The most significant being; 

 Street lighting $0.5m 

 Power $0.7m 

 Waste development tax $0.13m 

 Water rates $0.2m 
 
Additionally, a budget for $0.33 million for recognition of interest due on 
deposits and retentions was incorrectly included in the 2015/2016 financial year. 
 

7. Employee Related Expenses - $2.2 million 
 
Staff vacancies and high turnover rates resulted in an underrun in employee 
costs. The variation of $2.2 million equates to an under spend of 5%. 

 
Working Capital 
 
Working Capital is one of Council’s key financial indicators and a balance of around 
$4 million is now considered prudent to manage Council’s commitments and deliver 
on the 2016/2017 budget. Previously Council had adopted a minimum level of $3 
million for Working Capital. 
 
As indicated above, not all budget variations relate to Council’s general revenue and 
therefore do not impact on the level of available Working Capital. The unadjusted 
result for 2015/2016 was that the Working Capital balance at 30 June 2016 was 
$12.5 million.  When the projected Working Capital balance of $4.5m is deducted the 
balance of $8m (approximately) is recommended to be utilised as follows: 

 Employee Leave Entitlement Reserve - $1,019,950 

Increases cash backing to 30% which provides for additional capacity to 
fund potential increases in staff turnover in an amalgamated council and 
better aligns funding with the demographic profile of staff in relation to 
projected resignations and retirements. 

 Accommodation Reserve - $3,000,000 

Provides for a balance of $15.4 million which will cover the projected costs of 
the leases at the North Ryde offices over the next five years. 

 Asset Replacement Reserve - $4,000,000 

Provides for additional funding for replacement of critical assets such as 
information technology and infrastructure assets which are likely to require 
significant funding in the future, particularly if an amalgamation proceeds. 
Additionally, investment on asset renewal can be increased in accordance 
with identified requirements and priorities. 
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The transfers to reserves as outlined above will result in an available Working Capital 
balance of $4.5 million which is considered sufficient. It should be noted that Council 
utilised ($0.285m) of Working Capital in its adoption of the 2016/17 Operating Plan, 
leaving a forecasted Working Capital of $4.23 million as at 30 June 2017. 
 
Assets under Management 
 
In 2015/2016 Council delivered a $34 million Capital Works Program, with major 
projects including: 
 

Catchment program  $ 2.5 million  

Centres and Neighbourhood program  $ 4.0 million  

Community and Cultural program  $ 0.3 million  

Foreshore program  $ 0.9 million  

Internal Corporate Services program  $ 6.0 million  

Library program  $ 0.8 million  

Open Space, Sport & Recreation program  $ 5.1 million  

Paths and Cycleways program  $ 2.6 million  

Property Portfolio program  $ 1.4 million  

Roads program  $ 7.9 million  

Traffic & Transport program  $ 1.9 million  

Waste and Recycling program  $ 0.5 million  

TOTAL $33.9 million  

 
Council received no “contributed assets” this year which left Council’s Assets under 
Management at $2.56 billion. 
 
Condition of Public Works 
 
Council has undertaken a comprehensive asset management programme in order to 
improve asset management practices across the vast infrastructure assets within the 
City.  
 
As stated earlier in the report, the City of Ryde owns and maintains over $2.56 billion 
worth of infrastructure including roads, parks, buildings, stormwater drainage, 
bridges, footpaths, lighting, seawalls and wharves with a current written down value, 
after depreciation, of over $2.25 billion. Of this total, $1.5 billion is land. 
 
Investment Portfolio 
 
The opening balance of the Financial Security Reserve for the 2015/2016 financial 
year was $3.44 million. During the year, Council received $1.748 million for 
settlement of legal cases regarding Collateralised Debt Obligation (CDO) investments 
leaving a closing balance of $5.186 million. As there is no longer any exposure to 
CDOs or any other form of credit investments in Council’s investment portfolio, the 
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Financial Security Reserve is no longer required. It is therefore recommended that 
the reserve be closed and the $5.186 million balance be transferred to the 
Investment Property Reserve on the basis that the funds were originally provided 
from this reserve and that the anticipated expenditure on the planned property 
development will require this injection of funds. 
 
Consultation 
 
Internal Council business units consulted included: 

 Finance Unit  

 All Service Units, especially Service Units in the Public Works Group relating to 
Council’s assets and the condition assessment of all infrastructure 

 
Internal Workshops held: 

 Not Applicable 
 
City of Ryde Advisory Committees consulted included: 

 Audit Committee 
 
External public consultation included: 

 Council’s auditors, PriceWaterhouseCoopers (PwC) 

 Office of Local Government 
 
Critical Dates 
 
Council’s audited Financial Statements (including General and Special Purpose 
Financial Statements) are required to be prepared and audited within four (4) months 
after the end of that year, i.e. 31 October 2016. 
 
In accordance with Section 418(2) of the Local Government Act 1993, Council must 
also fix the date for the meeting to present the audited Financial Statements and this 
meeting must be at least seven days after the date on which the notice is given, but 
not more than five weeks after the auditor’s reports are given to Council. 
 
The timetable outlined above will ensure Council complies with all the legislative 
requirements in the preparation and presentation of the Financial Statements. 
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Financial Implications 
 
It should be noted that the Financial Statements included in this report are still 
subject to audit.  
 
The only issue that is currently being reviewed is whether the Civic Centre book 
value should be impaired and therefore written down, as a result of Council’s 
resolution to vacate the site. This issue is still under consideration by Council’s 
auditors and the result will affect both Council’s Operating Result and Net Operating 
Result. 
 
The Working Capital result, which is one of Council’s key financial indicators, is 
projected to be $4.5 million as at the 30 June 2016 based on the reserve transfers 
recommended in this report, noting that Council utilised $0.285 million of Working 
Capital in adopting its 2016/2017 Operational Plan. This leaves a forecasted Working 
Capital of $4.23 million as at 30 June 2016. 
 
The City of Ryde’s final end of year result will be detailed in the report to Council on 
Tuesday, 25 October 2016 that will be submitted for Council’s consideration in the 
adoption of the 2015/2016 Financial Statements.  
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