AMENDED REPORT

Item No: 3.1

Title:

Presentation of 2015-16 Financial Statements for the
former Wyong Shire Council

Department:  Chief Financial Officer's Unit

21 December 2016 Extraordinary Council Meeting

D12556029

Summary:

This report, including external audit reports, presents the 2015-16 financial statements for the
former Wyong Shire Council and former Wyong Shire Council Water Supply Authority
(Wyong Water). The 2015-16 financial statements cover the period 1 July 2015 to 12 May
2016 in line with the Local Government (Council Amalgamations) Proclamation 2016.

Recommendation:

That Council note that the audited financial reports including the auditor’s reports
have been presented to this meeting of the Council, in accordance with s. 419(1) of
the Local Government Act 1993 (“LG Act”).

That Council note that the external auditor, Mr Dennis Banicevic (of
PricewaterhouseCoopers) addressed the Council on the auditor’s report on the
former Wyong Shire Council’s 2015-16 financial statements in accordance with
s. 419(2) of the LG Act.

That Council adopt the audited 2015-16 financial statements for the former
Wyong Shire Council and the former Wyong Shire Council Water Supply Authority
as presented in accordance with ss. 213(2)(c) and 377(1)(k) of the LG Act, and
cl. 215(1)(a) of the Local Government (General) Regulation 2005.

Background

Council at its meeting held on 23 November 2016 resolved in part as follows:

“543/16  That Council note the draft 2015-16 Financial Statements for the former
Wyong Shire Council as presented include a general purpose financial report
and have been prepared in accordance with the accounting and reporting
requirements of Australian Accounting Standards, the Office of Local
Government prescribed Code of Accounting Practice and Financial Reporting
- Update No. 24(b), s. 413(2)(b) of the Local Government Act 1993 (“LG Act”),
cl. 214 of the Local Government (General) Regulation 2005 (LG Reg”) and cl.
27(1) of the Local Government (Council Amalgamations) Proclamation 2016.
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3.1 Presentation of 2015-16 Financial Statements for the former Wyong Shire
Council (contd)

544/16 That Council adopt the draft former Wyong Shire Council 2015-16 Financial
Statements as presented in accordance with ss. 213(2)(c) and 377(1)(k) of the
LG Act, and cl. 215(1)(a) of the LG Reg.

545/16 That Council refer the draft former Wyong Shire Council 2015-16 Financial
Statements to external audit in accordance with s. 413(1) of the LG Act.

546/16 That Council authorise the Administrator to execute all documents related to
the draft 2015-16 Financial Statements in accordance with s. 213(2)(c) of the
LG Act, and cl. 215(1)(b)(i) and 215(1)(b)(ii) of the LG Reg.

547/16 That Council authorise the Chief Executive Officer to execute all documents
related to the draft 2015-16 Financial Statements in accordance with
s. 213(2)(c) of the LG Act, and cl. 215(1)(b)(iv) of the LG Reg.

548/16 That Council authorise the Responsible Accounting Officer to execute all
documents related to the draft 2015-16 Financial Statements in accordance
with s. 213(2)(c) of the LG Act, and cl. 215(1)(b)(iii) of the LG Reg.

Pursuant to resolution 545/16 of 23 November 2016, the draft 2015/16 Financial Statements
of the former Wyong Shire Council were referred to Council’s external auditor. Mr Banicevic
of PricewaterhouseCoopers will attend this meeting as he is entitled to do so by s. 419(2) of
the LG Act.

Council received audit reports from Mr Banicevic. Those audited reports are attachments 1
and 2 to this report. Pursuant to s. 419(1) of the LG Act, those reports are presented to this
meeting of the Council.

Council has achieved a consolidated operating surplus of $26.7M (before capital grants and
contributions) for the reporting period 1 July 2015 to 12 May 2016. With the exception of
Council’s rates and annual charges outstanding benchmark ratio (which has been negatively
impacted by the required treatment for former councils to recognise 100% of the rates
revenue for the 2015-16 rating year and have no adjustment for rates not earned during the
period 13 May 2016 to 30 June 2016) are better than all local government industry
benchmarks.

Changes made to the draft financial statements presented on 23" November are as follows:
Former Wyong Shire Council (consolidated)

On review of Council's current restrictions for its water and sewer operations, Council has de-
recognised certain cash, receivable and payable restrictions, in line with the current restriction
disclosures recorded in the Financial Statements of Wyong Water. This change was corrected
in the prior period in accordance with AASB 108 Accounting Policies, Changes in Accounting
Estimates and Errors.



3.1 Presentation of 2015-16 Financial Statements for the former Wyong Shire
Council (contd)

As a result of the above disclosure changes:
¢ None of the financial information disclosed in the Financial Statements changed

e The restricted and unrestricted balances within Note 6(c), Note 7 and Note 10(a) have
changed such that all Wyong Water unrestricted amounts are now recorded as
Unrestricted in the consolidated results

e The Unrestricted current ratio in Note 13a(i) has improved from 1.51x to 1.55x

The above commentary is documented in Note 20(d) of the attached consolidated Financial
Statements for the former Wyong Shire Council.

Minor typographical errors were also corrected.
Former Wyong Shire Council Water Supply Authority (Wyong Water)

Wyong Water had incorrectly recognised land assets at a value of $6.474M from 1994. During
the review of land valuation process, it was identified that the land should have been
recognised by the former Wyong Shire Council. This error was corrected in the prior period in
accordance with AASB 108 Accounting Policies, Changes in Accounting Estimates and Errors
through adjusting retained earnings and de-recognition of land.

The restated balances for each financial statement line affected in each period presented are
documented in Note 20(c) of the attached Financial Statements for the former Wyong Shire
Council Water Supply Authority.

Minor typographical errors were also corrected.
Conclusion

Council is required to present and adopt the audited financial reports at a Council meeting
and has invited the external auditor to present.

Attachments

1 Consolidated Financial Statements former Wyong Shire Council 2015-16 - D12563315
Audited

2 Financial Statements former Wyong Shire Council Water Supply Authority D12563319
2015-16 - Audited

3 Audit Report for the former Wyong Shire Council - 2015-16 Financial D12564384
Statements

4 Audit Report for the former Wyong Shire Council Water Supply Authority D12563656
- 2015-16 Financial Statements
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Financial Statements

INDEPENDENT AUDITOR’S REPORT
Former Wyong Shire Council Water Supply Authority

To the Members of the New South Wales Parliament
Opinion

| have audited the accompanying financial statements of the former Wyong Shire Council Water
Supply Authority (the Authority), which comprise the statement of financial position as at 12 May 2016,
the income statement, statement of comprehensive income, statement of changes in equity and
statement of cash flows, for the period 1 July 2015 to 12 May 2016, notes comprising a summary of
significant accounting policies and other explanatory information.

In my opinion, the financial statements:

. give a true and fair.view of the financial position of the Authority as at 12 May 2016, and of its
financial performance and its cash flows for the period 1 July 2015 to 12 May 2016 in
accordance with Australian Accounting Standards

« . areinaccordance with section 41B of the Public Finance and Audit Act 1983 (the PF&A Act)
and the Public Finance and Audit Regulation 2015

. The Local Government Code of Accounting Practice and Financial Reporting.
My opinion should be read in conjunction with the rest of this report.
Basis of Opinion

| conducted my audit in accordance with Australian Auditing Standards. My responsibilities under

those standards are further described in the Auditor's Responsibilities for the Audit of the Financial
Statements section of my report.

1 am independent of the Authority in accordance with the auditor independence requirements of:

. Australian Auditing Standards

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

| have also fulfilled my other ethical responsibilities in accordance with the Code.

The PF&A Act further promotes independence by ensuring the Auditor-General and the Audit Office of
New South Wales are not compromised in their roles by:

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

mandating the Auditor-General as auditor of public sector agencies, but precluding the provision
of non-audit services.

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

Other Information

The Administrator of the Central Coast Council is responsible for the Other Information, which
comprises the information in the Authority’s annual report for the period 1 July 2015 to 12 May 2018,
other than the financial statements and my Independent Auditor's Report thereon.

My opinion on the financial statements does not cover the Other Information. Accordingly, | do not
express any form of assurance conclusion on the Other Information. However, | must read the Other
Information and consider whether it is materially inconsistent with the financial statements, the
knowledge | obtained during the audit, or otherwise appears to be materially misstated.

If, based on the work | have performed, | conclude there is a material rnisstatenﬁent of the Other
Information, | must report that fact.

I have nothing to report in this regard.

The Administrator’s Responsibility for the Financial Statements

The Administrator is responsible for preparing financial statements that give a true and fair view in
accordance with Australian Accounting Standards and the PF&A Act, and for such internal control as
the Administrator determines is necessary to enable the preparation of financial statements that give a
true and fair view and are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the Administrator must assess the Authority’s ability to continue
as a going concern unless the Authority will be dissolved by an Act of Parliament or cease operations.
The assessment must include, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting.

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

obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and

. issue an Independent Auditor’'s Report including my opinion.

Reasonable assurance is a high level of assurance, but does not guarantee an audit conducted in
accordance with Australian Auditing Standards will always detect material misstatements.
Misstatements can arise from fraud or error. Misstatements are considered material if, individually or in

aggregate, they could reasonably be expected to influence the economic decisions users take based
on the financial statements.

A further description of my responsibilities for the audit of the financial statements is located at the
Auditing and Assurance Standards Board website at: http://www.auasb.gov.au/Home.aspx.
The description forms part of my auditor’s report.

My opinion does not provide assurance:

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

. about the assumptions used in formulating the budget figures disclosed in the financial
statements

. about the security and controls over the electronic publication of the audited financial

statements on any website where they may be presented.

James Sugumar Ml

Director, Financial Audit Services
14 December 2016
SYDNEY
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