CITY OF PALMERSTON

Notice of Internal Audit Committee Meeting
To be held in Council Chambers, Civic Plaza, Palmerston
on Tuesday, 22 September 2015 at 5:30pm

AGENDA

Audio Disclaimer

An audio recording of this meeting is being made for minute taking purposes as
authorised by City of Palmerston Policy MEE3 Recording of Meetings, available on
Council’s Website.

=

PRESENT

APOLOGIES

CONFIRMATION OF MINUTES

RECOMMENDATION

THAT the minutes of the Internal Audit Committee Meeting held Monday, 18 May
2015 pages 45 to 47, be confirmed.

REPORTS
4.1 Draft End of Financial Year Statements 2014/15 IA/032
4.2 Response to Interim Audit Management Letter IA/033

OTHER BUSINESS

CORRESPONDENCE
6.1 Interim Management Letter for Year Ended 30 June 2015 — UHY
Haines Norton
CONFIDENTIAL REPORTS

Nil



8. CLOSURE

Ricki Bruhn
Chief Execidive Officer

Any member of Council who may have a conflict of interest, or a possible
condlict of interest in regard to any item of business to be discussed at a
Council meeting or a3 Committee meeting should declare that conflict of
interest to enable Council to manage the conflict and resolve it in accordance
with its obligations under the Local Government Act and its policice regarding
the same.



ITEM NO. 4.1 Draft End of Financial Year Statements 2014/15

FROM: AlDirector of Corporate Services
REPORT NUMBER: IA/032
MEETING DATE: 22 September 2015

Municipal Plan:
4. Governance & Organisation

4.1 Responsibility

We are committed to corporate and social responsibility, the sustainability of
Council assets and services, and the effective planning and reporting of Council
performance to the community

Summary:

In line with the Finance Policy the End of Financial Year Statements are presented to
the Internal Audit Committee in Draft format as they have been presented to the
external auditors.

Background:

Attached to this report management provides the Internal Audit Committee with the
draft financial statements for the financial year ending 30 June 2015. The draft has
been provided to the external auditors UHY Haines Norton.

General:

The external auditors have been present for the audit in the week ending 6 September
2015. All materials have been provided to the auditors and have been sighted. The
last outstanding items for review with the auditors are Note 1 and Note 17 of the report.
Point g and r in Note 1 still require updating.

The prior period corrections have been discussed with the auditors and agreed upon.

The change in accounting policy has been a reflection of a discussion with the auditors
in last year’s audit.

Financial Implications:
Nil
RECOMMENDATION

THAT the Committee receives Report Number IA/032.




Recommending Officer: Silke Reinhardt, Acting Director of Corporate Services
Any queries on this report may be directed to Silke Reinhardt, Acting Director of
Corporate  Services on  telephone (08) 8935 9922 or emall
silke.reinhardt@palmerston.nt.gov.au.

Schedule of Attachments:

Attachment A - Draft Financial Statements 2014/15
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City of Palmerston

STATEMENT OF COMPREHENSIVE INCOME
for the year ended 30 June 2015
2015 2014
Notes $ $

INCOME
Rates 2 21,723,750 20,084,089
Statutory charges 2 162,591 208,728
User charges 2 1,194,684 1,006,790
Grants, subsidies and contributions 2 2,883,463 2,184,520
Investment income 2 1,152,556 1,469,573
Reimbursements 2 185,299 47,764
Other income 2 80,568 141,832
Total Income 27,382,911 25,143,296
EXPENSES
Employee costs 3 6,729,842 5,946,382
Materials, contracts & other expenses 3 18,043,730 16,927,018
Depreciation, amortisation & impairment 3 8,134,394 8,329,600
Total Expenses 32,907,966 31,203,000
OPERATING SURPLUS / (DEFICIT) (5,525,055) (6,059,704)
Net gain (loss) on disposal or revaluation of assets 4 (2,371,745) (67,424)
Physical resources received free of charge 2 2,549,867 33,950,453
NET SURPLUS/ (D.EFICIT) (5,346,933) 27,823,325

transferred to Equity Statement
Other Comprehensive Income
Amounts which will not be reclassified subsequently to operating result

Galn on revaluation of infrastructure, property, plant & . 41,682 15,725,967

equipment
Total Other Comprehensive Income 41,682 15,725,967
TOTAL COMPREHENSIVE INCOME (5,305,251) 43,549,292

This Statement is to be read in conjunction with the attached Notes.
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City of Palmerston

BALANCE SHEET

as at 30 June 2015

ASSETS
Current Assets
Cash and cash equivalents
Trade & other receivables
Total Current Assets

Non-current Assets
Investment Property
Infrastructure, Property, Plant & Equipment
Other Non-current Assets
Total Non-current Assets
Total Assets

LIABILITIES
Current Liabilities
Trade & Other Payables
Provisions
Total Current Liabilities

Non-current Liabilities
Provisions
Total Non-current Liabilities
Total Liabilities
NET ASSETS

EQUITY

Accumulated Surplus

Asset Revaluation Reserves
Other Reserves

TOTAL EQUITY

This Statement is to be read in conjunction with the attached Notes.

Notes

5

~

(e}

[ee]

©

© ©

2015
$

23,010,614
1,394,444
24,405,058

6,611,463
351,377,151
736,287
358,724,901
383,129,959

3,094,002
643,427
3,737,429

437,678
437,678
4,175,107
378/954,852

134,798,618
223,487,907

20,668,327
378,954,852

2014
$

32,606,050
1,336,123
33,942,173

352,464,456

1,568,038
354,032,494
387,974,667

2,868,081
519,254
3,387,335

327,229
327,229
3,714,564
384,260,103

127,761,778
223,446,225

33,052,100
384,260,103

41456
$

33,761,522
1,283,716
35,045,238

308,534,549

207,178
308,741,727
343,786,965

2,305,511
500,757
2,806,268

269,886
269,886
3,076,154
340,710,811

101,572,842
207,720,258

31,417,711
340,710,811
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City of Palmerston
STATEMENT OF CHANGES IN EQUITY
for the year ended 30 June 2015
Accumulated Re\ﬁjj::ion Other TOTAL
Surplus Reserves EQUITY
Reserve
$ $ $ $
2015 Notes

Balance at end of previous reporting period 127,761,778 223,446,225 33,052,100 384,260,103
Adjustment due to compliance with revised ;
Accounting Standards
Adjustment to give effect to changed accounting ;
policies
Restated opening balance 127,761,778 223,446,225 33,052,100 384,260,103
Net Surplus / (Deficit) for Year (5,346,933) (5,346,933)
Other Comprehensive Income
Amounts which will not be reclassified subsequently to operating result

_Changes in revaluation surplus - ) 41,682 41,682

infrastructure, property, plant & equipment
Transfers between reserves 12,383,773 (12,383,773) -
Balance at end of period 134,798,618 223,487,907 20,668,327 378,954,852

2014

Balance at end of previous reporting period 101,572,842 207,720,258 31,417,711 340,710,811
Adjustment due to compliance with revised :
Accounting Standards
Adjustment to give effect to changed accounting .
policies
Restated opening balance 101,572,842 207,720,258 31,417,711 340,710,811
Net Surplus / (Deficit) for Year 27,823,325 27,823,325
Other Comprehensive Income
Amounts which will not be reclassified subsequently to operating result

_Changes in revaluation surplus - ) 151725,967 15,725,967

infrastructure, property, plant & equipment
Transfers between reserves (1,634,389) 1,634,389 -
Balance at end of period 127,761,778 223,446,225 33,052,100 384,260,103
This Statement is to be read in conjunction with the attached Notes
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City of Palmerston

CASH FLOW STATEMENT
for the year ended 30 June 2015

2015 2014
CASH FLOWS FROM OPERATING ACTIVITIES Notes $ $
Receipts
Rates - general & other 21,502,833 20,236,357
Fees & other charges 1,330,467 1,153,718
Investment receipts 1,498,983 1,289,100
Grants utilised for operating purposes 2,885,406 2,184,695
Other operating receipts 97,313 254,776
Payments
Employee Costs (6,572,099) (5,900,143)
Contractual services & materials (17,463,285) (15,776,227)
Other operating payments (393,209) (461,225)
Finance payments 125,152 (125,152)
Net Cash provided by (or used in) Operating
Activities 3,011,561 2,855,899
CASH FLOWS FROM INVESTING ACTIVITIES
Receipts
Sale of replaced assets 25,000 64,379
Payments
Expenditure on renewal/replacement of assets 53,583,782 (4,075,750)
Expenditure on new/upgraded assets (59,604,316)
Purchase of investment property (6,611,463)
Net Cash provided by (or used in) Investing Activities (12,606,997) (4,011,371)
Net Increase (Decrease) in cash held (9,595,436) (1,155,472)
Cash & cash equivalents at beginningtef period 32,606,050 33,761,522
Cash & cash equivalents at end of period 23,010,614 32,606,050

This Statement is to be read in conjunction with the attached Notes
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CITY OF PALMERSTON
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2015
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(a) Basis of Preparation

The financial report comprises general purpose financial statements which have been prepared in
accordance with Australian Accounting Standards (as they apply to local governments and not-for-
profit entities), Australian Accounting Interpretations, other authoritative pronouncements of the
Australian Accounting Standards Board, the Local Government Act 2013 and accompanying
regulations. Material accounting policies which have been adopted in the preparation of this financial
report are presented below and have been consistently applied unless stated otherwise.

Except for cash flow and rate setting information, the report has also been prepared on the accrual
basis and is based on historical costs, modified, where applicable, by the measurement at fair value of
selected non-current assets, financial assets and liabilities.

Critical Accounting Estimates

The preparation of a financial report in conformity with Australian Accounting Standards requires
management to make judgements, estimates and assumptions that effect the application of policies
and reported amounts of assets and liabilities, income and expenses.

The estimates and associated assumptions are based on historical experience and various other
factors that are believed to be reasonable under the circumstances; the results of which form the basis
of making the judgements about carrying values of assets and liabilities that are not readily apparent
from other sources. Actual results may differ from these estimates.

The Local Government Reporting Entity

All Funds through which the Council controls resourees te carry on its functions have been included in
the financial statements forming part of this financial report.

(b) Goods and Services Tax (GST)

Revenues, expenses and assets are recogniseds=net of the amount of GST, except where the amount
of GST incurred is not recoverable fromsthe Australian Taxation Office (ATO).

Receivables and payables are stated inclusive of GST receivable or payable. The net amount of GST
recoverable from, or payable to, the ATO¥is included with receivables or payables in the statement of
financial position.

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

(c) Cash and Cash Equivalents

Cash and cash equivalents include cash on hand, cash at bank, deposits available on demand with
banks and other short term highly liquid investments 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 reported as short term borrowings in current liabilities in the statement of financial
position.
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CITY OF PALMERSTON
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2015
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(d) Trade and Other Receivables

Trade and other receivables include amounts due from ratepayers for unpaid rates and service
charges and other amounts due from third parties for goods sold and services performed in the
ordinary course of business.

Receivables expected to be collected within 12 months of the end of the reporting period are classified
as current assets. All other receivables are classified as non-current assets.

Collectability of trade and other receivables is reviewed on an ongoing basis. Debts that are known to
be uncollectible are written off when identified. An allowance for doubtful debts is raised when there is
objective evidence that they will not be collectible.

(e) Fixed Assets

Each class of fixed assets within either property, plant and equipment or infrastructure, is carried at
cost or fair value as indicated less, where applicable, any accumulated depreciation and impairment
losses.

Valuation of Assets

The following asset classes were valued by Australian Pacific Valuers (APV) effective 1 July 2013 at
Fair Value:

- Land

- Land Improvements

- Buildings

- Infrastructure
All acquisitions made after the respectivef{date of'revaluation are recorded as described in section
Initial Recognition below.

The asset classes Plant, Furniture and,Equipment and Motor Vehicles were valued by Maloney’s Field
Services effective 1 July 2014 at Fair Value.

Initial Recognition and Measurement between Mandatory Revaluation Dates

All assets are initially recognised at cost and subsequently revalued in accordance with the Australian
Accounting Standards.

In relation to this initial measurement, cost is determined as the fair value of the assets given as
consideration plus costs incidental to the acquisition. For assets acquired at no cost or for nominal
consideration, cost is determined as fair value at the date of acquisition. The cost of non-current
assets constructed by the Council includes the cost of all materials used in construction, direct labour
on the project and an appropriate proportion of variable and fixed overheads.

Individual assets acquired between initial recognition and the next revaluation of the asset class in
accordance with the mandatory measurement framework detailed above, are carried at cost less
accumulated depreciation as management believes this approximates fair value. They will be subject
to subsequent revaluation..

Revaluation

Increases in the carrying amount arising on revaluation of assets are credited to a revaluation surplus
in equity. Decreases that offset previous increases of the same asset are recognised against
revaluation surplus directly in equity. All other decreases are recognised in profit or loss.
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CITY OF PALMERSTON
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2015
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(e) Fixed Assets (Continued)
Transitional Arrangements
During the time it takes to transition the carrying value of non-current assets from the cost approach to
the fair value approach, the Council may still be utilising both methods across differing asset classes.
Those assets carried at cost will be carried in accordance with the policy detailed in the Initial
Recognition section as detailed above.
Those assets carried at fair value will be carried in accordance with the Revaluation Methodology
section as detailed above.
Land Under Roads
Effective as at 1 July 2008, Council elected not to recognise any value for land under roads acquired
on or before 30 June 2008.
Land under roads acquired on or after 1 July 2008 has not been recognised as in the opinion of
Council it is not possible to reliably attribute a fair value, and further that such value if determined
would be immaterial.

Depreciation
The depreciable amount of all fixed assets including buildings but excluding freehold land, are
depreciated on a straight-line basis over the individual asset’s useful life from the time the asset is held
ready for use.
When an item of property, plant and equipment is revaluéd, any accumulated depreciation at the date
of the revaluation is treated in one of the following ways:
a) Restated proportionately with the change in thefgross carrying amount of the asset so that the
carrying amount of the asset after revaluation‘equals its revalued amount; or
b) Eliminated against the gross carrying amount-of the asset and the net amount restated to the
revalued amount of the asset.

Major depreciation periods used for each class of depreciable asset are:

Buildings 2510 60 years
Furniture and Equipment 3to 10 years
Plant and Equipment 5to 15 years
Roads
Earthworks 100 years
Pavement 30 to 40 years
Seal 10 to 20 years
Road Furniture 20 to 40 years
Footpaths & Bicycle ways 30 to 50 years
Kerb & Gutter 40 to 50 years
Motor Vehicles 5 years
Waste & Sewerage Infrastructure 20 to 30 years
Stormwater Drainage 75 to 100 years
Land Improvement 20 to 50 years

The assets residual values and useful lives are reviewed, and adjusted if appropriate, at the end of
each reporting period.

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.

Gains and losses on disposals are determined by comparing proceeds with the carrying amount.
These gains and losses are included in the statement of comprehensive income in the period in which
they arise.
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CITY OF PALMERSTON
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2015
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Fixed Assets (Continued)

Capitalisation Threshold

Expenditure on assets with an economic life in excess of one year are only capitalised where the cost
of acquisitions exceeds materiality thresholds established by Council for each asset class.

Buildings $5,000
Furniture and Equipment $1,000
Plant and Equipment $5,000
Roads $10,000
Footpaths & Bicycle ways $5,000
Kerb & Gutter $10,000
Motor Vehicles $5,000
Waste & Sewerage Infrastructure $10,000
Stormwater Drainage $10,000
Land Improvement $10,000

Fair Value of Assets and Liabilities

When performing a revaluation, the Council uses a mix of both independent and management
valuations using the following as a guide:

Fair Value is the price that Council would receive to sell the asset or would have to pay to transfer a
liability, in an orderly (ie unforced) transaction between independent, knowledgeable and willing
market participants at the measurement date.

As fair value is a market-based measure, the closest eguivalent observable market pricing information
is used to determine fair value. Adjustments to market values may be made having regard to the
characteristics of the specific asset. The fair values of assets that are not traded in an active market
are determined using one or more valuation techhiguesy These valuation techniques maximise, to the
extent possible, the use of observable market data.

To the extent possible, market information<s extracted from either the principal market for the asset (ie
the market with the greatest volume andylevel of activity for the asset or, in the absence of such a
market, the most advantageous market available to the entity at the end of the reporting period (ie the
market that maximises the receipts from the sale of the asset after taking into account transaction
costs and transport costs).

For non-financial assets, the fair value measurement also takes into account a market participant’s
ability to use the asset in its highest and best use or to sell it to another market participant that would
use the asset in its highest and best use.

Fair Value Hierarchy

AASB 13 requires the disclosure of fair value information by level of the fair value hierarchy, which
categorises fair value measurement into one of three possible levels based on the lowest level that an
input that is significant to the measurement can be categorised into as follows:

Level 1
Measurements based on quoted prices (unadjusted) in active markets for identical assets or liabilities
that the entity can access at the measurement date.

Level 2
Measurements based on inputs other than quoted prices included in Level 1 that are observable for
the asset or liability, either directly or indirectly.

Level 3
Measurements based on unobservable inputs for the asset or liability.

The fair values of assets and liabilities that are not traded in an active market are determined using
one or more valuation techniques. These valuation techniques maximise, to the extent possible, the
use of observable market data. If all significant inputs required to measure fair value are observable,
the asset or liability is included in Level 2. If one or more significant inputs are not based on
observable market data, the asset or liability is included in Level 3.
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CITY OF PALMERSTON
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2015
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Fair Value of Assets and Liabilities (Continued)
Valuation techniques

The Council selects a valuation technique that is appropriate in the circumstances and for which
sufficient data is available to measure fair value. The availability of sufficient and relevant data
primarily depends on the specific characteristics of the asset or liability being measured. The valuation
techniques selected by the Council are consistent with one or more of the following valuation
approaches:

Market approach
Valuation techniques that use prices and other relevant information generated by market transactions
for identical or similar assets or liabilities.

Income approach
Valuation techniques that convert estimated future cash flows or income and expenses into a single
discounted present value.

Cost approach
Valuation techniques that reflect the current replacement cost of an asset at its current service
capacity.

Valuation techniques

Each valuation technique requires inputs that reflect the assumptions that buyers and sellers would
use when pricing the asset or liability, including assumptions about risks. When selecting a valuation
technique, the Council gives priority to those techniques‘that maximise the use of observable inputs
and minimise the use of unobservable inputs. Inputsthat are,developed using market data (such as
publicly available information on actual transactions) and reflect the assumptions that buyers and
sellers would generally use when pricing the asset onliability and considered observable, whereas
inputs for which market data is not available and\therefore are developed using the best information
available about such assumptions are considered unobservable.

Impairment of Assets

In accordance with Australian Accounting Standards the Council's assets, other than inventories, are
assessed at each reporting date to determine whether there is any indication they may be impaired.

Where such an indication exists, an impairment test is carried out on the asset by comparing the
recoverable amount of the asset, being the higher of the asset’s fair value less costs to sell and value
in use, to the asset’s carrying amount.

Any excess of the asset’s carrying amount over its recoverable amount is recognised immediately in
profit or loss, unless the asset is carried at a revalued amount in accordance with another standard
(e.g. AASB 116) whereby any impairment loss of a revalued asset is treated as a revaluation decrease
in accordance with that other standard.

For non-cash generating assets such as roads, drains, public buildings and the like, value in use is
represented by the depreciated replacement cost of the asset.

Trade and Other Payables

Trade and other payables represent liabilities for goods and services provided to the Council prior to
the end of the financial year that are unpaid and arise when the Council becomes obliged to make
future payments in respect of the purchase of these goods and services. The amounts are unsecured,
are recognised as a current liability and are normally paid within 30 days of recognition.
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CITY OF PALMERSTON
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2015
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Employee Benefits

Short-Term Employee Benefits

Provision is made for the Council’s obligations for short-term employee benefits. Short-term employee
benefits are benefits (other than termination benefits) that are expected to be settled wholly before 12
months after the end of the annual reporting period in which the employees render the related service,
including wages, salaries and sick leave. Short-term employee benefits are measured at the
(undiscounted) amounts expected to be paid when the obligation is settled.

The Council’s obligations for short-term employee benefits such as wages, salaries and sick leave are
recognised as a part of current trade and other payables in the statement of financial position. The
Council’s obligations for employees’ annual leave and long service leave entitlements are recognised
as provisions in the statement of financial position.

Other Long-Term Employee Benefits

Provision is made for employees’ long service leave and annual leave entitlements not expected to be
settled wholly within 12 months after the end of the annual reporting period in which the employees
render the related service. Other long-term employee benefits are measured at the present value of
the expected future payments to be made to employees. Expected future payments incorporate
anticipated future wage and salary levels, durations or service and employee departures and are
discounted at rates determined by reference to market yields at the end of the reporting period on
government bonds that have maturity dates that approXimate the terms of the obligations. Any
premeasurements for changes in assumptions of obligations,for other long-term employee benefits are
recognised in profit or loss in the periods in which the,€hangesioccur.

The Council’s obligations for long-term employee benefits are presented as non-current provisions in
its statement of financial position, except where'the,Council does not have an unconditional right to
defer settlement for at least 12 months after the” end of the reporting period, in which case the
obligations are presented as current provisions.

Provisions

Provisions are recognised when the CounCil has a present legal or constructive obligation, as a result
of past events, for which it is probable that an outflow of economic benefits will result and that outflow
can be reliably measured.

Provisions are measured using the best estimate of the amounts required to settle the obligation at the
end of the reporting period.

Leases

Leases of fixed assets where substantially all the risks and benefits incidental to the ownership of the
asset, but not legal ownership, are transferred to the Council, are classified as finance leases.

Finance leases are capitalised recording an asset and a liability at the lower amounts equal to the fair
value of the leased property or the present value of the minimum lease payments, including any
guaranteed residual values. Lease payments are allocated between the reduction of the lease liability
and the lease interest expense for the period.

Leased assets are depreciated on a straight live basis over the shorter of their estimated useful lives
or the lease term.

Lease payments for operating leases, where substantially all the risks and benefits remain with the
lessor, are charged as expenses in the periods in which they are incurred.

Lease incentives under operating leases are recognised as a liability and amortised on a straight line
basis over the life of the lease term.
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CITY OF PALMERSTON
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2015
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Rates, Grants, Donations and Other Contributions

Rates, grants, donations and other contributions are recognised as revenues when the local
government obtains control over the assets comprising the contributions.

Control over assets acquired from rates is obtained at the commencement of the rating period or,
where earlier, upon receipt of the rates.

Where contributions recognised as revenues during the reporting period were obtained on the
condition that they be expended in a particular manner or used over a particular period, and those
conditions were undischarged as at the reporting date, the nature of and amounts pertaining to those
undischarged conditions are disclosed in Note 2. That note also discloses the amount of contributions
recognised as revenues in a previous reporting period which were obtained in respect of the local
government’s operations for the current reporting period.

Superannuation
The Council contributes to a number of Superannuation Funds on behalf of employees.
All funds to which the Council contributes are defined contribution plans.

Current and Non-Current Classification

In the determination of whether an asset or liability is current or non-current, consideration is given to
the time when each asset or liability is expected to be séttled. 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.
In the case of liabilities where the Council does notfhave 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, “mventories held for trading are classified as current
even if not expected to be realised in the next, 12 'months except for land held for sale where it is held
as non-current based on the Council’s intentions to'release for sale.

Rounding Off Figures
All figures shown in this annual financial report, are rounded to the nearest dollar.

Comparative Figures

Where required, comparative figures have been adjusted to conform with changes in presentation for
the current financial year.

When the Council applies an accounting policy retrospectively, makes a retrospective restatement or
reclassifies items in its financial statement, an additional (third) statement of financial position as at
the beginning of the preceding period in addition to the minimum comparative financial statements is
presented.
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CITY OF PALMERSTON
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

FOR THE YEAR ENDED 30TH JUNE 2015
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

()] New Accounting Standards and Interpretations for Application in Future Periods

The AASB has issued a humber of new and amended Accounting Standards and Interpretations that have mandatory application dates for future reporting periods,
some of which are relevant to the Council.

Management’s assessment of the new and amended pronouncements that are relevant to the Council, applicable to future reporting periods and which have not
yet been adopted are set out as follows.

Title Issued / Applicable® Impact
Compiled
() AASB 9 - Financial Instruments December 1 January Nil — The objective of this Standard is to improve and simplify the
2013 2017 approach for classification and measurement of financial assets

compared with the requirements of AASB 139. Given the nature of
the financial assets of the Council, it is not anticipated the standard
will have any material effect.

(i)  AASB 2010 — 7 Amendments to Australian December 1 January Nil — The revisions embodied in this standard give effect to the
Accounting Standards arising from 2013 2017 consequential changes arising from the issuance of AASB 9 which is
AASB 9 (December 2010) not anticipated to have any material effect on the Council (refer (i)
[AASB 1, 3,4, 5, 7,101, 102, 108, 112, above).

118, 120, 121, 127, 128, 131, 132, 136,
137, 139, 1023 & 1038 and Interpretations
2,5,10, 12,19 & 127]

(i)  AASB 2011 — 7 Amendments to Australian December 1 January Consequential changes to various standards arising from the
Accounting Standards arising from the 2012 2014 issuance of AASB 10, 11, 12, 127 and 128.
Consolidation and Joint Arrangement It is not expected to have a significant impact on Council.

Standards [Not-For-Profit entities]
[AASB 1, 2, 3,5, 7,9, 2009-11, 101, 107,

112,118, 121, 124, 132, 133, 131, 138,

139, 1023 & 1038 and Interpretations 5,

9,16 & 17]

(iv) AASB 2012-3: Amendments to Australian June 2012 1 January This Standard adds application guidance to AASB 132: Financial
Accounting Standards — Offsetting 2014 Instruments: Presentation to address potential inconsistencies
Financial Assets and Financial Liabilities identified in applying some of the offsetting criteria of AASB 132,

[AASB 132] including clarifying the meaning of “currently has a legally enforceable

right of set-off” and that some gross settlement systems may be
considered equivalent to net settlement.

This Standard is not expected to significantly impact the Council’s
financial statements.
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CITY OF PALMERSTON
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

FOR THE YEAR ENDED 30TH JUNE 2015
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

New Accounting Standards and Interpretations for Application in Future Periods (Continued)

Title and topic Issued / Applicablet” Impact
Compiled
(v) AASB 2013-3: Amendments to AASB 136 June 2013 1 January This standard makes amendments to AASB 136 and includes
— Recoverable Amount Disclosures for 2014 requirements to disclose additional information when present value
Non-Financial Assets techniques are used to measure the recoverable amount of impaired
assets.

It is not expected to have a significant impact on Council.

(vi) AASB 2013-8: Amendments to Australian October 1 January This standard adds Appendix E to AASB 10 to provide
Accounting Standards — Australian 2013 2014 implementation guidance for Not-for-Profit entities regarding control
Implementation Guidance for Not-for- criteria from the perspective of not-for-profit entities.
Profit Entities — Control and Structured : . . .
Entities It is not expected to have a significant impact on Council.
[AASB 10, 12 & 1049]
(vii) AASB 2013-9: Amendments to Australian December Refer Title Part A of this standard makes various editorial corrections to
Accounting Standards — Conceptual 2013 column Australian Accounting Standards.
Framework, Materiality and Financial . . .
Instruments Part B of this standard deletes references to AASB 1031 in various

Australian Accounting Standards in advance of the withdrawal of
[Operative dates: Part A Conceptual AASB 1031.
Framework — 20 December 2013; Part
B Materiality — 1 January 2014; Part C
Financial Instruments — 1 January

Part C of this standard makes consequential amendments to AASB
9 and numerous other standards and amends the permissions
around certain applications relating to financial liabilities reissued at

2015] fair value.
As the bulk of changes related either to editorial or reference
changes it is not expected to have a significant impact on Council.
Notes:

(1) Applicable to reporting periods commencing on or after the given date.
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CITY OF PALMERSTON
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

FOR THE YEAR ENDED 30TH JUNE 2015
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Adoption of New and Revised Accounting Standards

During the current year, the Council adopted all of the new and revised Australian Accounting
Standards and Interpretations which were compiled, became mandatory and which were applicable
to its operations.

These new and revised standards were:

AASB 10 AASB 128 AASB 2012 -2
AASB 11 AASB 2011 -7 AASB 2012 -3
AASB 12 AASB 2011 -9 AASB 2012 -5
AASB 119 AASB 2011 -10 AASB 2012 - 10
AASB 127

Most of the standards adopted had a minimal effect on the accounting and reporting practices of the
Council as they did not have a significant impact on the accounting or reporting practices or were
either not applicable, largely editorial in nature, were revisions to help ensure consistency with
presentation, recognition and measurement criteria of IFRSs or related to topics not relevant to
operations.
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RATES REVENUES
General Rates
Residential
Commercial
Industrial
Rates received in al
Other

Annual Charges

Animal registration

USER CHARGES
Developer Charges
Animal Control

Library

Rate Searches & D

Licences & Permits

Sundry
INVESTMENT INCOME

Banks & other

City of Palmerston

for the year ended 30 June 2015

Note 2 - INCOME

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

Waste Management Service

STATUTORY CHARGES

Parking fines / expiation fees
Other fines, penalties & expiations

Rent & Hire of Council Equipment

Interest on investments

interest on overdue rates & charges

2015 2014
Notes $ $

14,768,116 13,387,201
1,506,288 1,473,086
406,892 360,807
dvance 135,823 87,437
31,477 35,642
16,848,596 15,344,173
4,875,154 4,739,916
4,875,154 4,739,916
21,723,750 20,084,089
fees & fines 26,350 33,320
70,720 126,798
65,521 48,610
162,591 208,728
213,641 199,736
67,385 79,365
345,342 234,243
86,594 73,426
og Registrations 331,159 332,404
125,910 59,296
24,653 28,320
1,194,684 1,006,790
1,068,002 1,387,968
84,554 81,605
1,152,556 1,469,573
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City of Palmerston

for the year ended 30 June 2015

NOTE 2 - INCOME (continued)

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

2015 2014
Notes $ $
REIMBURSEMENTS
- for private works 142,118 41,540
- other 43,181 6,224
185,299 47,764
OTHER INCOME
Insurance & other recoupments - infrastructure,
property, plant & equipment 71,127 11,739
Compensation received - 126,000
Sundry 9,441 4,093
80,568 141,832
GRANTS, SUBSIDIES, CONTRIBUTIONS
Other grants, subsidies and contributions 2,883,463 2,184,520
2,883,463 2,184,520
The functions to which these grants relate are shown in Note 12.
Sources of grants
Commonwealth government 276,501 498,741
Northern Territory government 2,211,750 1,333,773
Other 395,212 352,006
2,883,463 2,184,520
Another Coalface Software Solution 15/09/2015 3:02 PM
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City of Palmerston

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for the year ended 30 June 2015

NOTE 2 - INCOME (continued)

2015 2014
Notes $ $

Conditions over grants & contributions

Grants and contributions which were obtained on the condition that they be expended for
specified purposes or in a future period, but which are not yet expended in accordance with those
conditions, are as follows:

Unexpended at the close of the previous reporting period 4,369,984 5,108,636
Less: expended during the current period from
revenues recognised in previous reporting periods

Government Grants (2,514,899) (2,728,296 )
Developer Contributions (202,893) (194,876 )
Subtotal (2,717,792) (2,923,172)

Plus: amounts recognised as revenues in this reporting
period but not yet expended in accordance with the

conditions

Government Grants 2,488,251 1,845,466

Developer Contributions 395,212 339,054
Subtotal 2,883,463 2,184,520

Unexpended at the close of this reporting period and 4,535,655 4,369,984

Net increase (decrease) in assets subject to conditions

in the current reporting period 165,671 (738,652)

PHYSICAL RESOURCES RECEIVEDsFREE OF CHARGE
Land - 3,534,000
Land Improvements 783,841 743,077
Roads & Pavement 657,617 12,816,535
Footpaths and Cycleways 176,797 5,484,331
Kerb & Gutter 58,520 3,830,119
Stormwater Drainage 664,857 6,907,809
Water & Irrigation 208,235 634,582

TOTAL PHYSICAL RESOURCES RECEIVED 2,549,867 33,950,453
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City of Palmerston

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for the year ended 30 June 2015

Note 3 - EXPENSES

EMPLOYEE COSTS

Salaries and Wages

Employee leave expense

Superannuation - defined contribution plan contributions
Workers' Compensation Insurance

Other

Total Operating Employee Costs

Total Number of Employees
(Full time equivalent at end of reporting period)

MATERIALS, CONTRACTS & OTHER EXPENSES
Prescribed Expenses
Auditor's Remuneration
- Auditing the financial reports
- Other Auditors
Bad and Doubtful Debts
Elected members' expenses
Operating Lease Rentals - non-cancellable leases
- minimum lease payments
Subtotal - Prescribed Expenses

Other Materials, Contracts & Expenses
Contractors

Energy

Legal Expenses

Professional services

Sundry

Subtotal - Other Materials, Contracts & Expenses

Notes

20

18

2015 2014
$ $

4,823,640 4,436,868
944,687 761,644
553,888 488,585
94,548 103,170
313,079 156,115
6,729,842 5,946,382
71 63
31,882 30,473
3,000 -
3,788 -
241,958 344,986
116,369 85,766
396,997 461,225
11,413,656 10,840,221
1,081,717 1,062,258
153,449 112,853
1,269,181 1,081,727
3,728,730 3,368,734
17,646,733 16,465,793
18,043,730 16,927,018
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City of Palmerston

for the year ended 30 June 2015

Note 3 - EXPENSES (cont)

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

2015 2014
Notes $ $

DEPRECIATION, AMORTISATION & IMPAIRMENT
Depreciation
Land Improvements 1,033,072 817,775
Buildings 509,217 636,755
Infrastructure
- Roads Pavements 2,837,567 3,234,591
- Kerbs & Guttering 472,576 469,475
- Footpaths & Cycleways 558,356 549,951
- Stormwater Drainage 1,567,795 1,555,185
- Water & Irrigation 721,258 699,035
Other Assets 434,553 366,833

8,134,394 8,329,600
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City of Palmerston

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for the year ended 30 June 2015

Note 4 - ASSET DISPOSAL & FAIR VALUE ADJUSTMENTS

2015 2014

Notes $ $
INFRASTRUCTURE, PROPERTY, PLANT & EQUIPMENT
Assets renewed or directly replaced
Proceeds from disposal 25,000 64,379
Less: Carrying amount of assets sold 20,058 131,803
Gain (Loss) on disposal 4,942 (67,424)
Assets surplus to requirements
Less: Carrying amount of assets sold 2,376,687 -
Gain (Loss) on disposal (2,376,687) -
NET GAIN (LOSS) ON DISPOSAL OR REVALUATION (2,371,745) (67,424)

OF ASSETS
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City of Palmerston

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for the year ended 30 June 2015

Note 5 - CURRENT ASSETS

CASH & EQUIVALENT ASSETS
Cash on Hand and at Bank
Short Term Deposits & Bills, etc

TRADE & OTHER RECEIVABLES
Rates - General & Other

Accrued Revenues

Debtors - general

Other levels of Government

GST Recoupment

Prepayments

Sundry

Total

Less: Allowance for Doubtful Debts

Notes

2015 2014
$ $

7,857,613 3,956,691
15,153,001 28,649,359
23,010,614 32,606,050
597,562 376,645
230,712 577,139
33,336 38,294
- 1,943
178,540 9,986
104,612 110,412
253,470 221,704
1,398,232 1,336,123
3,788 -
1,394,444 1,336,123
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City of Palmerston

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for the year ended 30 June 2015

Note 6 - NON-CURRENT ASSETS

2015 2014
FINANCIAL ASSETS Notes $ $
Capital Works-in-Progress
Opening Balance 1,568,038 207,178
Additions 736,287 1,557,418
Transfers to Property, Plant, Equipment (1,568,038) (196,558)
736,287 1,568,038
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City of Palmerston

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

for the year ended 30 June 2015

Fair

Value

Level
Land 2
Land Improvements 3
Buildings 3
Infrastructure
- Roads & Pavement 3
- Kerbs & Gutter 3
- Footpaths and Cycleways 3
- Stormwater Drainage 3
- Water & Irrigation 3
Motor Vehicles 2
Plant & Equipment 2
Furniture & Fittings 2
Intangable Assets 2
TOTAL PROPERTY, PLANT &
EQUIPMENT

Comparatives

This Note continues on the following pages.

Land
Buildings & Structures
TOTAL INVESTMENT
PROPERTY
Comparatives
This Note continues on the following pages.

2014 2015
$ $
AT FAIR , CARRYING , CARRYING
VALUE AT COST | ACCUM DEP'N AMOUNT AT FAIR VALUE | AT COST | ACCUM DEP'N AMOUNT
Note 7 - INFRASTRUCTURE, PROPERTY, PLANT & EQUIPMENT
122,180,000 4,554,000 - 126,734,000 121,101,000 | 3,903,000 - 125,004,000
19,168,566 2,387,222 (9,430,545) 12,125,243 18,926,295 | 4,974,740 (10,217,525) 13,683,510
26,491,294 182,926 (9,316,766) 17,357,454 24,334,274 533,799 (8,506,424) 16,361,649
104,508,659 16,297,410 (43,424,721) 77,381,348 90,995,723 | 32,198,535 (44,369,677) 78,824,581
31,453,588 944,891 (15,564,420) 16,834,059 27,602,339 | 5,299,462 (15,930,497) 16,971,304
21,453,495 3,553,728 (9,840,838) 15,166,385 15,913,190 | 9,035,641 (10,080,869) 14,867,962
125,941,658 13,761,946 (581502,917) 81,200,687 125,941,658 | 14,586,403 (59,852,816) 80,675,245
9,609,150 770,543 (5,5745297) 4,804,896 8,974,568 | 1,548,400 (6,207,922) 4,315,046
- 810,493 (360,075) 450,418 944,951 161,225 (725,714) 380,462
- 215,940 (80,920) 135,020 118,500 - (18,114) 100,386
- 1,294,658 (1,019,712) 274,946 592,490 221,775 (659,892) 154,373
- - - - - 57,950 (19,317) 38,633
460,806,410 44,773,757 |  (153,115,711) 352,464,456 435,444,988 | 72,520,930 (156,588,767)| 351,377,151
396,751,019 (88,216,470) 308,534,549 460,806,410 | 44,773,757 (153,115,711) 352,464,456
Note 7 - INVESTMENT PROPERTY

- - - - - 651,000 - 651,000
- - - - -| 5,960,463 - 5,960,463
- - - - -| 6,611,463 - 6,611,463
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City of Palmerston

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for the year ended 30 June 2015

Land

Land Improvements
Buildings
Infrastructure

- Roads & Pavement

- Kerbs & Gutter

- Footpaths and Cycleways
- Stormwater Drainage
- Water & Irrigation
Motor Vehicles

Plant & Equipment
Furniture & Fittings
Intangable Assets

TOTAL INFRASTRUCTURE,
PROPERTY, PLANT &
EQUIPMENT

Comparatives

This Note continues on the following pages.

Land
Buildings & Structures
TOTAL INVESTMENT
PROPERTY
Comparatives

2014 CARRYING AMOUNT MOVEMENTS DURING YEAR 2015
$ $ $
CARRYING Additions Disposals Depreciation | Impairment Transfers Net CARRYING
AMOUNT New/Upgrade| Renewals P P P Revaluation AMOUNT
Note 7 - INFRASTRUCTURE, PROPERTY, PLANT & EQUIPMENT
126,734,000 - - (1,079,000) - - (651,000) - 125,004,000
12,125,243 2,652,638 75,943 (137,242) (1,033,072) - - - 13,683,510
17,357,454 350,873 - (837,461) (509,217) - - - 16,361,649
77,381,348 3,824,225 746,455 (289,880) (2,887,567) - - - 78,824,581
16,834,059 596,103 21,130 (7,412) (4727576) - - - 16,971,304
15,166,385 219,638 55,975 (15,680) (558,356) - - - 14,867,962
81,200,687 1,042,353 - - (1,567,795) - - - 80,675,245
4,804,896 231,408 - - (721,258) - - - 4,315,046
450,418 161,225 - (20,057) (252,806) 41,682 380,462
135,020 - - - (7,847) (26,787) - 100,386
274,946 17,234 - (10,011) (73,944) (53,852) - 154,373
- 57,950 - - (19,317) - - 38,633
352,464,456 9,153,647 899,503 (2,396,743) (8,053,755) (80,639) (651,000) 41,682 351,377,151
308,534,549 33,114,726 713,213 (131,802) (8,329,600) 2,837,402 15,725,968 352,464,456
Note 7 - INVESTMENT PROPERTY
- - - - - - 651,000 - 651,000
- 5,960,463 - - - - - - 5,960,463
- 5,960,463 - - - - 651,000 - 6,611,463

This Note continues on the following pages.
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City of Palmerston

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for the year ended 30 June 2015

Note 8 - LIABILITIES

2015 2014

$ $
TRADE & OTHER PAYABLES Notes Current Non-current Current Non-current

Goods & Services 442,066 74,507
Accrued expenses - employee entitlements 697 - 3,069 -
Accrued expenses - other 2,336,771 - 2,449,375 -
Deposits, Retentions & Bonds 299,515 - 334,425 -
Other 14,953 - 6,705 -
3,094,002 - 2,868,081 -

PROVISIONS

Employee entitlements (including oncosts) 643,427 437,678 519,254 327,229
643,427 437,678 519,254 327,229
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City of Palmerston

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for the year ended 30 June 2015

Note 9 - RESERVES

ASSET REVALUATION RESERVE

Notes
Land
Land Improvements
Buildings
Infrastructure
- Roads Pavements
- Kerbs & Guttering
- Footpaths & Cycleways
- Stormwater Drainage
Waste Infrastructure
Other Assets
Total Infrastructure, Property, Plant
& Equipment
TOTAL

Comparatives

OTHER RESERVES

Property Reserve

Plant & Equipment Reserve
Infrastructure Reserve
Developer Funds in Lieu of Construction
Unexpended Capital Expenditure
Unexpended Grants

Election Expenses
Storm/Cyclone Damage
Strategic Initiatives

Community Grants Reserve
TOTAL OTHER RESERVES

Comparatives

1/07/2014 Net Increments Trar_lsfers, 30/06/2015
(Decrements) Impairments
$ $ $ $

114,414,121 - - 114,414,121
7,303,658 - - 7,303,658
5,648,196 - - 5,648,196
37,371,656 - - 37,371,656
4,551,364 - - 4,551,364
4,192,922 - - 4,192,922
45,471,325 - - 45,471,325
4,463,992 - - 4,463,992
28,991 41,682 - 70,673
223,446,225 41,682 223,487,907
223,446,225 41,682 223,487,907
207,720,258 15,725,967 - 223,446,225

1/07/2014 Transfers to Transfers from 30/06/2015

Reserve Reserve

5,001,375 - (3,120,187) 1,881,188
1,291,45% - (780,047) 511,404
17,284,880 - (11,700,696 ) 5,584,184
3,925,967 390,712 (198,392) 4,118,287
3,912,567 6,924,035 (3,912,567) 6,924,035
378,517 2,492,751 (2,518,789) 352,479
150,000 - - 150,000
500,000 - - 500,000
500,000 - - 500,000
107,343 39,407 - 146,750
33,052,100 9,846,905 (22,230,678) 20,668,327
31,417,711 6,922,204 (5,287,815) 33,052,100
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City of Palmerston

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for the year ended 30 June 2015

Note 9 - RESERVES

PURPOSES OF RESERVES
Asset Revaluation Reserve

The asset revaluation reserve is used to record increments and decrements arising from changes in fair value of non-
current assets and available-for-sale financial assets.

Other Reserves

These are cash backed reserves and represent funds that are accumulated within the Council to meet anticipated future
needs. In each case the amount relates to a perceived future requirement which is not currently a liability.

The reserve holds funding for renewal, replacement or upgrading of existing
Property Reserve assets and/or the establishment of new assets in line with Council’s Asset
Management Plan for Property.

The reserve holds funding for renewal, replacement or upgrading of existing
Plant and Equipment Reserve assets and/or the establishment of new assets in line with Council’'s Asset
Management Plan for Plant and Equipment.

The reserve holds funding for renewal, replacement or upgrading of existing
Infrastructure Reserve assets and/or the establishment of new assets in line with Council’s Asset
Management Plan for Infrastructure.

The reserve will fund expenses related to Local Government elections and
Election Expense Reserve By-Elections.

This reserve will fund expénses occurred due to storms, storm surges, floods
) or any other natural disaster. The fund will enable City of Palmerston to
Disaster Recovery Reserve recover from these disastérs and return to operations.

This reserve will'fund strategic initiatives for the future development of the
Strategic Initiatives Reserve City of Palmerstoniin line with the Municipal Plan and the Long-term
FinancialPlan™Specific initiatives have to be identified and funds have to be

Thi€ reServeyis in line with the Grants, Scholarship and Sponsorship Policy
Community Grants Reserve (FIN18) of the Council and holds funds that have been committed to
initiative’s in line with that policy and have not been expensed at the End of

This reserve holds the balance of unexpended funds in lieu of construction
Developer Funds Reserve received by developers. Restrictions to these funds apply in line with
individual developer agreements.

This reserve holds the balance of unexpended capital works funds that are
Unexpended Capital Works Reserve requested to be carried forward to the following financial year.
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CASH & FINANCIAL ASSETS

institutions

IMPOSED RESTRICTIONS

City of Palmerston

Unexpended amounts received from Federal Government
Unexpended amounts received from Territory Government or other

Developer Funds for works in lieu of construction

TOTAL ASSETS SUBJECT TO EXTERNALLY

Notes

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for the year ended 30 June 2015

Note 10 - ASSETS SUBJECT TO RESTRICTIONS

The uses of the following assets are restricted, wholly or partially, by legislation or other externally imposed
requirements. The assets are required to be utilised for the purposes for which control was transferred to Council, or
for which the revenues were originally obtained.

2015 2014
$ $
3,649
352,479 374,869
4,118,287 3,925,967
4,470,766 4,304,485
4,470,766 4,304,485
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City of Palmerston

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for the year ended 30 June 2015

Note 11 - RECONCILIATION TO CASH FLOW STATEMENT

(@) Reconciliation of Cash

Cash Assets comprise highly liquid investments with short periods to maturity subject to insignificant

risk of changes of value.

Cash at the end of the reporting period as shown in the Cash Flow

Statement is reconciled to the related items in the Statement of Financial Position as follows:

Total cash & equivalent assets
Balances per Cash Flow Statement

(b) Reconciliation of Change in Net Assets to Cash
from Operating Activities
Net Surplus (Deficit)
Non-cash items in Income Statement
Depreciation, amortisation & impairment
Net increase (decrease) in unpaid employee benefits
Change in allowances for under-recovery
Non-cash asset acquisitions
Net (Gain) Loss on Disposals

Add (Less): Changes in Net Current Assets

Net (increase) decrease in receivables

Net increase (decrease) in trade & other payables
Net Cash provided by (or used in) op€rations

(c) Non-Cash Financing and Investing Activities
Acquisition of assets by means of:

- Physical resources received free of charge
Amounts recognised in Income Statement

Notes

5

2015
$

23,010,614
23,010,614

(5,346,933)

8,134,394
232,250
3,788

(2,549,867)

2,371,745

2,845,377

(62,109)
228,293

3,011,561

2,549,867

2,549,867

2,549,867

2014
$

32,606,050
32,606,050

27,823,325

8,329,600

(28,268)

(33,950,453)
67,424

T 2241628

(52,407)
666,678

2,855,899

33,950,453

33,950,453
33,950,453
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City of Palmerston

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for the year ended 30 June 2015
Note 12 - FUNCTIONS

REVENUES, EXPENSES AND ASSETS HAVE BEEN DIRECTLY ATTRIBUTED TO THE FOLLOWING FUNCTIONS & ACTIVITIES

OPERATING REVENUES
Rates
Statutory & User Charges
Grants - NT recurrent
Grants - Cwilth recurrent
Contributions & Donations
Investment Income

Reimbursements & Other Revenues

Total

OPERATING EXPENSES
Employee Costs
Materials, Contracts & Other
Depreciation, Amortisation, Impairment

Total

TOTALS

TOTAL ASSETS UTILISED

OPERATING REVENUES
Rates
Statutory & User Charges
Grants - NT recurrent
Grants - Cwlth recurrent
Contributions & Donations
Investment Income

Reimbursements & Other Revenues

Total |

OPERATING EXPENSES
Employee Costs
Materials, Contracts & Other
Depreciation, Amortisation, Impairment

Total

TOTALS

GENERAL PUBLIC SERVICES PUBLIC ORDER & SAFETY ECONOMIC AFFAIRS ENVIRONMENTAL PROTECTION HOUSING & COMMUNITY AMENITIES
BUDGET ACTUAL ACTUAL BUDGET ACTUAL ACTUAL BUDGET ACTUAL ACTUAL BUDGET ACTUAL ACTUAL BUDGET ACTUAL ACTUAL
2015 2015 2014 2015 2015 2014 2015 2015 2014 2015 2015 2014 2015 2015 2014
$ $ $ $ $ $ $ $ $ $ $ $ $ $ $
16,827,734 | 16,848,596 | 15,344,173 - - - - - -| 4,927,410 4,875,154 | 4,739,916 - - -

304,600 232,825 158,354 522,056 527,053 570,430 262,025 318,660 199,962 - 6,584 - - - -
691,990 691,350 336,347 - - - 864,391 846,288 416,083 - - - - - -
- - - - - - 269,190 269,190 372,977 - - - - - -
- - - - - - 401,000 391,712 351,418 - - - - - -
924,600 1,152,556 1,445,150 - - - 100,000 - - 20,000 - 24,423 - - -
160,180 249,519 148,056 1,000 545 - 15,862 10,202 41,540 4,006 4,006 - - - -
18,909,104 | 19,174,846 | 17,432,080 523,056 527,598 570,430 1,912,468 1,836,052 1,381,980 [ 4,951,416 4,885,744 | 4,764,339 - - -
4,163,811 4,449,713 3,679,669 550,778 598,436 577,132 275,294 349,257 337,764 - - 76,681 - - -
4,391,700 3,959,043 3,356,705 310,992 282,067 160,676 2,539,347 2,619,258 2,700,634 | 5,409,123 5,120,742 | 5,396,300 1,220,000 868,523 602,711
8,000,100 465,552 873,226 - 947 - - 4,208,225 5,661,433 - - 634,919 - 1,816,208 147,770
16,555,611 8,874,308 7,909,600 861,770 881,450 787,808 2,814,641 7,176,740 8,699,831 | 5,409,123 5,120,742 | 6,107,900 1,220,000 2,684,731 750,481
2,353,493 | 10,300,538 9,522,480 (338,714) (353,852) (167,378) (902,173) (5,340,688) (7,317,851)|  (457,707) (234,998)] (1,343,561)] (1,220,000  (2,684,731) (750,481)
25,610,211 77,218,184 25,591 18,512 257,808,825 216,163,626 52,344,691 46,308,222
| RECREATION, CULTURE & RELIGION SOCIAL PROTECTION TOTAL
BUDGET ACTUAL ACTUAL BUDGET ACTUAL ACTUAL BUDGET ACTUAL ACTUAL
I 2015 2015 2014 2015 2015 2014 2015 2015 2014
$ $ $ $ $ $ $ $ $
- - - - - -| 21,755,144 21,723,750 20,084,089
233,458 272,153 286,772 - - - 1,322,139 1,357,275 1,215,518
677,612 684,923 579,543 1,500 - 1,800 2,235,493 2,222,561 1,333,773
- - 126,352 - - - 269,190 269,190 499,329
- - - - - - 401,000 391,712 351,418
- - - - - - 1,044,600 1,152,556 1,469,573
3,000 1,595 ) ) ) ) 184,048 265,867 189,596
914,070 958,671 992,667 1,500 - 1,800 | 27,211,614 27,382,911 25,143,296
1,246,521 1,332,436 1,275,136 - - - 6,236,404 6,729,842 5,946,382
5,853,332 5,186,412 4,700,377 10,000 7,685 9,615 | 19,734,494 18,043,730 16,927,018
- 1,575,220 966,334 - 68,242 45,918 8,000,100 8,134,394 8,329,600
7,099,853 8,094,068 6,041,847 10,000 75,927 55,533 | 33,970,998 32,907,966 31,203,000
(6,185,783)|  (7,135,397)]  (5,949,180) (8,500) (75,927) (53,733)|  (6,759,384) (5,525,055) (6,059,704)
45,357,480 45,770,335 1,983,152 2,495,788 383,129,959 387,974,667

TOTAL ASSETS UTILISED
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Accounting Policies

City of Palmerston

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for the year ended 30 June 2015

Note 13 - FINANCIAL INSTRUMENTS

Bank, Deposits at Call, Short Term
Deposits

Accounting Policy: Carried at lower of cost and net realiseable value; Interest is
recognised when earned.

Terms & conditions: Deposits are returning fixed interest rates between 2.80%
and 3.90% (2014: 2.80% and 3.95%). Short term deposits have an average maturity
of 89 days and an average interest rates of 3.35% (2014: 152 days, 3.85%).

Carrying amount: approximates fair value due to the short term to maturity.

Receivables - Rates & Associated
Charges (including legals & penalties for
late payment)

Accounting Policy: Carried at nominal values less any allowance for doubtful
debts. An allowance for doubtful debts is recognised (and re-assessed annually)
when collection in full is no longer probable.

Terms & conditions: Secured over the subject land, arrears attract interest of 18%
(2014: 18%) Although Council is not materially exposed to any individual debtor,
credit risk exposure is concentrated within the Council's boundaries in the Territory.

Carrying amount: approximates fair value (after deduction of any allowance).

Receivables - Fees & other charges

Accounting Policy: Carried at nominal values less any allowance for doubtful
debts. An allowance for doubtful debts is recognised (and re-assessed annually)
when collection in full is no longer probable.

Terms & conditions: Unsecured, and do not bear interest. Although Council is not
materially exposed to any individual debtor, credit risk exposure is concentrated
within the Council's boundaries.

Carrying amount: approximates fair value (after deduction of any allowance).

government

Receivables - other levels of|Accounting Policy: Carried atiominal value.

Terms & conditions: Amotints due have been calculated in accordance with the
terms and conditions of the respective programs following advice of approvals, and
do not bear interest. Allfaméunts are due by Departments and Agencies of the
Governments of thes€ommonwealth & Territory.

Carrying amount: approximates fair value.

Receivables - Retirement Home
Contributions

Accounting Polieys,Carried at nominal values less any allowance for doubtful
debtsawAn allowance for doubtful debts is recognised (and re-assessed annually)
when collectioniin full is no longer probable.

Terms & conditions: Amounts due have been calculated in accordance with the
terms‘and‘conditions of the respective legislation.

Carrying amount: approximates fair value (after deduction of any allowance).

remainder of the Note.

Note: Certain of the above receivables do not meet the definition of financial instruments, being statutory charges rather than
arising from a contract. Accounting policies are reported here for purposes of completeness but they are excluded from the

Liabilities - Creditors and Accruals

Accounting Policy: Liabilities are recognised for amounts to be paid in the future
for goods and services received, whether or not billed to the Council.

Terms & conditions: Liabilities are normally settled on 30 day terms.
Carrying amount: approximates fair value.
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City of Palmerston

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for the year ended 30 June 2015

Note 13 (cont) - FINANCIAL INSTRUMENTS
Liquidity Analysis

Due > 1 Due >5 Total Carrying
2015 Due < 1 year year;<5 Contractual
years Values
years Cash Flows
$ $ $ $ $
Financial Assets

Cash & equivalents 23,010,614 23,010,614 23,010,614
Receivables 517,518 517,518 517,518
Total 23,528,132 - - 23,528,132 23,528,132

Financial Liabilities
Payables 3,094,002 3,094,002 3,094,002
Total 3,094,002 - - 3,094,002 3,094,002

2014

Financial Assets

Cash & equivalents 32,606,050 32,606,050 32,606,050
Receivables 839,080 839,080 839,080
Total 33,445,130 - - 33,445,130 33,445,130

Financial Liabilities
Payables 2,868,081 2,868,081 2,868,081
Total 2,868,081 - - 2,868,081 2,868,081

All financial instruments are categorised as loans and receivables.
Note: Statutory receivables, such as rates, have been excluded from the above tables.

30 June 2015 30 June 2014
Sensitvity Analysis Change to
risk variable Profit or Equity 2015  Profit or Equity 2014
interest Loss 2015 Loss 2014
+0.5% 115,058 115,053 163,030 163,030
-0.5% (115,053) (115,053) (163,030) (163,030)

Ageing of Receivables
Past Due and

Total Current 30-60 Days 61-90 Days 90+ Days Impaired
2015 517,518 5120116 1,004 461 3,037
2014 839,080 836,898 4,020 (5,902) 4,064

Net Fair Value

All carrying values approximate fair value for all recognised financial instruments. There is no recognised
market for the financial assets of the Council.

Risk Exposures
Credit Risk represents the loss that would be recognised if counterparties fail to perform as contracted. The

maximum credit risk on financial assets of the Council is the carrying amount, net of any provision for doubtful
debts. In accordance with regulations, all Council investments are made with authorised deposit taking
institutions. Except as detailed in Notes 5 & 6 in relation to individual classes of receivables, exposure is
concentrated within the Council's boundaries, and there is no material exposure to any individual debtor.

Market Risk is the risk that fair values of financial assets will fluctuate as a result of changes in market prices.
All of Council's financial assets are denominated in Australian dollars and are not traded on any market, and
hence neither market risk nor currency risk apply.

Liguidity Risk is the risk that Council will encounter difficulty in meeting obligations with financial liabilities.
Liabilities have a range of maturity dates based on cash inflows. Council also has available a range of bank
overdraft and short-term draw down facilities that it can access.

Interest Rate Risk is the risk that future cash flows will fluctuate because of changes in market interest rates.
Most of Council's financial instruments - both assets and liabilities - are at fixed rates. Any such variations in
future cash flows will not be material in effect on either Council incomes or expenditures.
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City of Palmerston

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for the year ended 30 June 2015

Note 14 - COMMITMENTS FOR EXPENDITURE

2015 2014
Notes $ $
Capital Commitments

Capital expenditure committed for at the reporting date but not recognised in the financial
statements as liabilities:

Buildings - 5,342,626
Roads & Footpaths 5,026,719 2,182,765
5,026,719 7,525,391
These expenditures are payable:
Not later than one year 5,026,719 7,525,391
5,026,719 7,525,391
Other Expenditure Commitments
Other non-capital expenditure committed for in relation to investment properties:
Waste Management Services 13,579,968 8,891,068
Landscaping and Mowing 2,972,526 1,979,513
Civil Works 2,751,332 627,629
Other 899,061 1,393,644
20,202,887 12,891,854
These expenditures are payable:
Not later than one year 9,767,034 4,962,834
Later than one year and not later than 5 years 10,435,853 7,929,020
20,202,887 12,891,854
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City of Palmerston

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for the year ended 30 June 2015

Note 15 - FINANCIAL INDICATORS

Current Ratio
Current Assets - Externally Restricted Assets
Current Liabilities

Debt Service Ratio
Net Debt Service Cost
Operating Revenue*

* as defined

Rate Coverage Percentage
Rate Revenues
Total Revenues

Rates & Annual Charges Outstanding
Percentage

Rates & Annual Charges Outstanding
Rates & Annual Charges Collectible

2015

5.33:1

0:01%

61.53%

347%

2014

8.75:1

0:01%

61.03%

2.39%

2013

10.67:1

0:01%

56.65%

3.07%

2012

10.67:1

0:01%

53.63%

3.70%
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City of Palmerston

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for the year ended 30 June 2015

Note 16 - OPERATING LEASES

Leases providing revenue to the Council

Council owns various buildings, plant and other facilities that are available for hire or
lease (on a non-cancellable basis whereever practicable) in accordance with the
published revenue policy. Rentals received from such leases are disclosed as rent and
hire of non-investment property in Note 2.

Investment Property

Rentals received, and outgoings reimbursed, in relation to Investment Property are also
disclosed in Note 2. These lease agreements, all of which are classified as operating
leases, are made on a non-cancellable basis wherever practicable.

Lessees commitments under all non-cancellable lease agreements, including those
relating to Investment Property, are as follows:

2015 2014
$ $
Not later than one year 491,964 170,774
Later than one year and not later than 5 years 1,884,840 1,805,293
Later than 5 years 2,307,620 2,602,600
4,684,424 4,578,667

Lease payment commitments of Council

Council has entered into non-cancellable operating leases for various items of computer
and other plant and equipment.

Contingent rental payments exist in relation to the lease of one grader if utilisation
exceeds 250 hours during any month. No contingent rentals were paid during the
current or previous reporting periods.

No lease imposes any additional restrictions on Council in relation to additional debt or
further leasing.

Leases in relation to computer and office equipment permit Council, at expiry of the
lease, to elect to re-lease, return or acquire the equipment leased.

No lease contains any escalation clause.

Commitments under non-cancellable operating leases that have not been recognised in
the financial statements are as follows:

2015 2014
$ $
Not later than one year 64,156 99,706
Later than one year and not later than 5 years 157,035 84,189
221,191 183,895
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City of Palmerston
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for the year ended 30 June 2015
Note 17 - PRIOR PERIOD CORRECTIONS
Under AASB 116 - Date of Recognition of Assets is the date of acquisition. In line with the Standard Council has
changed the accounting policy in regards to Gifted Assets (new established assets by developers) to address the
Management Letter of the external auditors from 2013/14. Council is recognising gifted assets at date of practical
compleition. This has been corrected this financial year and an adjustmenent has been amde to the previous
periods comemncing 1 July 2013.
Original Amount of Adjusted
Effect of the above: Balance Adjustment Balance
1/07/2013
Statement of Comprehensive Income
Depreciation, amortisation & impairment 6,461,767 751,233 7,213,000
Total Expenses 28,332,866 751,233 29,084,099
Operating Surplus/(Deficit) (3,928,653) (751,233) (4,679,886)
Physical resources received free of charge - 28,170,391 28,170,391
Net Surplus (Deficit) (3,928,653) 27,419,158 23,490,505
Total Comprehensive Income (3,928,653) 27,419,158 23,490,505
Statement of Financial Position
Infrastructure, Property, Plant & Equipment 284,115,391 27,419,158 308,534,549
Total Non-Current Assets 281,322,569 27,419,158 308,741,727
Total Assets 316,367,807 27,419,158 343,786,965
Net Assets 313,291,653 27,419,158 340,710,811
Accumulated Surplus 74,153,684 27,419,158 101,572,842
Total Equity 313,291,653 27,419,158 340,710,811
Statement of Changes in Equity
Net Surplus / (Deficit) for Year (3,928,653) (751,233) (4,679,886)
Accumulated Surpluses 74,153,684 27,419,158 101,572,842
Total Equity 313,291,653 27,419,158 340,710,811
2014
Statement of Comprehensive Income
Depreciation, amortisation & impairment 6,851,839 1,477,761 8,329,600
Total Expenses 29,725,239 1,477,761 31,203,000
Operating Surplus/(Deficit) (4,581,943) (1,477,761) (6,059,704)
Physical resources received free of charge 2,837,402 31,113,051 33,950,453
Net Surplus (Deficit) (1,811,965) 29,635,290 27,823,325
Total Comprehensive Income 13,914,002 29,635,290 43,549,292
Statement of Financial Position
Infrastructure, Property, Plant & Equipment 295,410,008 57,054,448 352,464,456
Total Non-Current Assets 296,978,046 57,054,448 354,032,494
Total Assets 330,920,219 57,054,448 387,974,667
Net Assets 327,205,655 57,054,448 384,260,103
Accumulated Surplus 70,707,330 57,054,448 127,761,778
Total Equity 327,205,655 57,054,448 384,260,103
Statement of Changes in Equity
Net Surplus / (Deficit) for Year (1,811,965) 29,635,290 27,823,325
Accumulated Surpluses 70,707,330 57,054,448 127,761,778
Total Equity 327,205,655 57,054,448 384,260,103
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ITEM NO. 4.2 Response to Interim Audit Management Letter

FROM: AlDirector of Corporate Services
REPORT NUMBER: IA/033
MEETING DATE: 22 September 2015

Municipal Plan:
4. Governance & Organisation

4.1 Responsibility

We are committed to corporate and social responsibility, the sustainability of
Council assets and services, and the effective planning and reporting of
Council performance to the community.

Summary:

As part of the interim audit the external auditors have provided the Committee with a
management letter. This report is providing the response to the external auditors on
the issues highlighted in that letter.

Background:

UHY Haines Norton has undertaken an interim audit as preparation for the external
audit of the statements for the financial year ending 30 June 2015. The Internal
Audit Committee was the recipient of this letter and was asked to provide a
response to the issues outlined. The letter is presented in the agenda Item 6.1 under
correspondence.

Management has drafted a letter attached to this report as the response to the

management letter of UHY Haines Norton. All issues highlighted have been
addressed and management is continuously improving in those fields of concern.

Financial Implications:
Nil
RECOMMENDATION
1. THAT the Committee receives Report Number 1A/033.

2. THAT the Committee authorises the Chair of the Internal Audit Committee to
sign the attached response on the Committee’s behalf.

Recommending Officer: Silke Reinhardt, Acting Director of Corporate Services
Any queries on this report may be directed to Silke Reinhardt, Acting Director of

Corporate  Services on  telephone (08) 8935 9922 or emall
silke.reinhardt@palmerston.nt.gov.au.

Schedule of Attachments:

Attachment A - Response letter to UHY Haines Norton



Attachment A

city of 22 Sepiember 2015

PALMERSTON

UHY Haines Norton

Mark Micholaeff
_ ! Po Bax 8070, Station Arcade
WAL z ADELAIDE S5A 5000
Facsirike 10
Email
:;:hl!’.rmﬁ!“‘ﬁ e |r..-;|r.-'.'.||| city Df Palmarstun
'.ﬂ'.-f.'.|:a.'.l|n-.'r'.IIJ'|.'|I.'_.||:-'.'..1u R‘E‘SI}G[‘IS& ta Interim AUdit Manageme"t LEttar

Thank you for providing us with the Interim Audit Management letter.

Flease find below the response fram the Intemal Audit Committae in regards
to all areas of concern.

1 Receipting -Mail Opening and Remittance Proceduras
Management will seek ta improve the Mail Opening Procedures, With
the Budgst 2015/6 Council has agreed to employ anather Records
officer to allow for safer mail handling procedures to be established.

2 Receipting — Documenied Procedures
Management is in agreeance that a procedure for the unlikely event of

an outfall of computerised systems needs to be established. Staff has
peen instructed to develop the procedure for receipting processes.

3 Rates — Non-Rateable Property Review

A review of nan-rateable properties has been conducled in June 2015.
Three ratesflinance officers including the Acting Director of Corparate
Services have been involved in this process. Management recognises
the auditors eoncern with an independent person needing to be included
in the review and will consider to provide a report of future reviews to the
internal audit committee for independent review.

4 Payroll — Audif Trail Report

An Exception report highlighting all changes to payroll employes data
has been created in June 2015. This report highlights changes to payroll
data, creation of new employees or changas to their status. The report is
printed and pravided with the payroll cycle data to the Finance Manager
and Direstor for validation and signature. The validating staff has no
access (o change payroll employas data.

%mﬂme&f:ﬁ*toﬂ - 74 77_5&1(:6 ﬁr.?-? -;\m;bfﬁ


alyceb
Typewritten text
Attachment A


10

Payroll — Termination Calculations

Termination calculations are made by the payroll officer and checked
against the automated calculations by the system. A second HR officer
validates the calculations and a final sign off is made by the Finance
Manager and Director in due course of the fortnightly validation of the

payroll cycle,
Payroll — Termination Checklists

Management appreciates the auditer's advice in regards to the
impertance of existing termination checklists. Gauncil has those lists
imptemented. Only in the case of abrupt terminations might thoss
chacklists not be completely signed off. Management will ensure that
pricrity will be placed on this in futura.

Payrall/{Accounts Payahle — Elactronic Funds Transfer (EFT)

The segragation of duties in regards to the upload of payment files into
anline banking are currently discussed with management. Whilst
management appreciates the thoroughness of the auditers it is an
operational challenge due to limited staff numbers to identily an
independent staff to fulfil thase tasks. The risk exposure for Council is
minimal due to the double approval of payments made by independent
staff and the complexity of payment files that although accessible to staff
are almost impossible to be manipulated.

Accounts Payable — Cheque Controls

Management is reviewing the current register and is estahlishing a better
process to increase intermal control,

Accounts Payable — Audit Trail Reports

An Exception report highlighting all changes to supplier data has been
created in June 2013, The report is printed and provided with the weekly
payment cycle data to the Finance Manager for validation and signature.

Accounts Payabla - Contractor Reconciliations

With the implementation of the new financial software in 2014415 Council
has now a contract data base that can be linked to financial data for
better internal controls. Management is currently working with staff on
data input and development of the needed processes. Council has
furthermore established Contract Management Guidelines and staff will
ke trained in September 2015,

Should you have any further queries please do not hesitate to contact Silke
Reinhardt, Acting Director of Carporate Services under 08 8935 8922,

Yours sincerely

Tim Flynn
Chair of intarnal Audit Committeo
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