




































































































































































































































































Forsyths

Chartered Accountants

Armidale

92 Rusden Street
PO Box 114

INDEPENDENT AUDIT REPORT Armidale NSW 2350

Report on the general purpose financial statements P61 26773 8400

f+6126772 9957

To Nambucca Shire Council email armidale@forsyths.com.au

SCOPE
The financial statements comprise the income statement, statement of comprehensive income,
statement of financial position, statement of cash flows, statement of changes in equity,
accompanying notes to the financial statements, and the Statement by Councillors and
Management in the approved form as required by Section 413(2)(C) of the Local Government Act
1993 for Nambucca Shire Council (the Council), for the year ended 30" June 2016.

Councils’ responsibility for the financial statements

The Council is responsible for the preparation and fair presentation of the financial statements in
accordance with Australian Accounting Standards (including the Australian Accounting
Interpretations), the Local Government Act 1993 and regulations and the Local Government Code
of Accounting Practice and Financial Reporting. This responsibility includes establishing and
maintaining internal control relevant to the preparation and fair presentation of the financial
statements that is free of material misstatement, whether due to fraud or error; selecting and
applying appropriate accounting policies; and making accounting estimates that are reasonable in
the circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on the financial statements to the Council based on
our audit. We conducted our audit in accordance with Australian Auditing Standards. These
Audit Standards require that we comply with relevant ethical requirements relating to audit
engagements and plan and perform the audit to obtain reasonable assurance whether the financial
statements is free from material misstatement. Our audit responsibility does not extend to the
Original Budget figures included in the Income Statement and Statement of Cash Flows and the
Original Budget disclosures in Notes 2 and 16 and accordingly, we express no opinion on them.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the Council’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness of the Council’s internal
control. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by Council, as well as evaluating the overall
presentation of the financial statements.

Knowledge with integrity
Liability limited by a scheme approved under the Professional Standards Legislation

ARMIDALE | COONABARABRAN | GUNNEDAH | TAMWORTH



We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

INDEPENDENCE

In conducting our audit, we followed applicable independence requirements of Australian
professional ethical pronouncements.

AUDIT OPINION

In our opinion:

(a) the accounting records of the Council have been kept in accordance with the
requirements of Division 2 of Part 3 of the Local Government Act 1993:

(b) the general purpose financial statements:

(i)  have been prepared in accordance with the requirements of Division 2 of Part 3 of
the Local Government Act 1993,

(i) are consistent with the Council's accounting records; and

(iii) presents fairly, in all material respects, the Council's financial position as at 30" June
2016 and the results of its operations for the year then ended;

(0 we have been able to obtain all information relevant to the conduct of our audit; and

(d) no material deficiencies in the records or the financial statements were detected in the
course of the audit.

/@asyzfé@

Forsyths Business Services Pty Ltd

.-i-
Greof

rey W Allen
Principal

31 October 2016
92 Rusden Street Armidale
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92 Rusden Street

PO Box 114

Armidale NSW 2350
The Mayor p +6126773 8400
Nambucca Shire Council £ +612 6772 9957
PO Box 177 e armidale@forsyths.com.au

MACKSVILLE 2447

Forsyths Business Services Pty Ltd
ABN 66 182 781 401

Dear Sir
AUDIT OF THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30t JUNE 2016

We are pleased to report that we have completed the audit of Council's records for the year ended 30t
June 2016 and have reported on the general purpose financial statements and special purpose financial
statements and underlying accounting records as required by the provisions of Section 417(2) of the
Local Government Act 1993.

Under Section 417(3) of the Local Government Act 1993 we are also required to report on the conduct of
the audit.

Councils Responsibilities

The Council is responsible for preparing financial statements that gives a true and fair view of the
financial position and performance of the Council, and that comply with Accounting Standards in
Australia, in accordance with the Lo/ Government Act 1993. This includes responsibility for the
maintenance of adequate accounting records and internal controls that are designed to prevent and
detect fraud and error, and for the accounting policies and accounting estimates inherent in the
financial statements.

Audit Objectives

We conducted an independent audit of the financial statements in order to express an opinion on them
to the Council. Our audit was conducted in accordance with Australian Auditing Standards, in order to
provide reasonable assurance as to whether the financial statements are free of material misstatement.
Our audit responsibility does not extend to the Original Budget figures included in the Income
Statement and Statement of Cash Flows and the Original Budget disclosures in Notes 2 and 16 to the
financial statements and accordingly, we express no opinion on them.

The nature of an audit is influenced by factors such as the use of professional judgement, selective
testing, the inherent limitations of internal control, and the availability of persuasive rather than
conclusive evidence. Therefore, an audit cannot guarantee that all material misstatements have been
detected.

Knowledge with integrity
Liability limited by a scheme approved under the Professional Standards Legislation
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NAMBUCCA SHIRE COUNCIL

We performed procedures to assess whether in all material respects the financial statements presents
fairly, in accordance with the Loca/ Government Act 1993, Accounting Standards and other mandatory
financial reporting requirements in Australia, a view which is consistent with our understanding of the
Council’s financial position, and its performance as represented by the results of its operations and cash
flows.

We formed our audit opinion on the basis of these procedures, which included:
® examining, on a test basis, information to provide evidence supporting the amounts and disclosures
in the financial statements, and

e assessing the appropriateness of the accounting policies and disclosures used and the reasonableness
of significant accounting estimates made by the Council.

While we considered the effectiveness of management’s internal controls over financial reporting when
determining the nature and extent of our procedures, our audit was not designed to provide assurance
on internal controls.

We performed procedures to assess whether the substance of business transactions was accurately
reflected in the financial statements. These and other procedures did not include consideration or
judgement of the appropriateness or reasonableness of the business plans or strategies adopted by the
Council.

We have issued our audit opinion on the basis of foregoing comments.

Matters Relating to the Electronic Presentation of the Audited Financial Statements

This auditor's report relates to the financial statements of Nambucca Shire Council for the year ended
30t June 2016 included on Nambucca Shire Council’s web site. Council is responsible for the integrity
of it’s web site. We have not been engaged to report on the integrity of the Council’s web site. The
auditor's report refers only to the statements named above. It does not provide an opinion on any
other information which may have been hyperlinked to/from these statements. If users of this report
are concerned with the inherent risks arising from electronic data communications they are advised to
refer to the hard copy of the audited financial statements to confirm the information included in the
audited financial statements presented on this web site.

Forsyths
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NAMBUCCA SHIRE COUNCIL

Additional Reporting Requirements

Nambucca Shire Council

31 October 2016

In accordance with Section 417(3) of the Local Government Act 1993 we make the following comments in

relation to the results and financial trends.

The combined income statement for the year ended 30 June 2016 discloses the following result:

INCOME STATEMENT

INCOME FROM CONTINUING OPERATIONS
Rates & annual charges
User charges & fees
Interest
Other revenues from ordinary activities
Grants & contributions for operating purposes
Grants & contributions for capital purposes
Gain from sale of assets
Total income from continuing operations

EXPENSES FROM CONTINUING OPERATIONS
Employee benefits & oncosts
Borrowing costs
Materials and contracts
Depreciation & amortisation
Other expenses from ordinary activities
Loss from disposal of assets
Impairment losses
Total Expenses from continuing operations

NET OPERATING RESULT FOR YEAR

NET OPERATING RESULT BEFORE
CAPITAL GRANTS AND CONTRIBUTIONS

Budget Actual Actual Variance
2016 2016 2015 Actual  Budget
$'000 $'000 $'000 % %

18,549 18,373 17,485 51%  -0.9%
6,189 6,700 6,055 10.7%  8.3%
1,195 1,353 1,589  -149% 13.2%

463 647 637 1.6%  39.7%
7,719 9,440 11,504 -17.9%  22.3%
1,145 2,231 10,016 -77.7%  94.8%
593 0 0 0.0%  0.0%

35,853 38,744 47286 -181%  8.1%
9,982 9,163 10,212 -10.3%  -8.2%
2,707 2,857 2,996 -4.6%  5.5%

10,819 10,958 9,527 15.0%  1.3%
8,446 8,818 9,832  -103%  4.4%
2,604 3,388 0,276 -46.0%  30.1%

0 2,701 1,642 64.5%  0.0%
0 2206 0 0.0%  0.0%

34,558 38,111 40,485 -5.9%  10.3%

1,295 633 6,801 -90.7%  -51.1%
150 (1,598) (3,215)  -50.3% -1165.3%

Revenues from Continuing Operations
Operating

grants & Capital grants

&

contributions
0,
24% /_contributions
6%
Other ates &
revenues —7| arges

2% 7%

Interest
4% User charges
& fees
17%

Expense from Continuing Operations
Employee

Other costs

16%-, 24%

Borrowing
costs
8%

Depreciation
&
amortisation
23%

Materials &
contracts
29%

The operating result of $0.0m is after recognising grants and contributions for capital expenditure
purposes of $2.2m. The expenditure of these grants is not recognised as part of the operating result but
is recorded in the statement of financial position and when excluded council achieved a deficit of

$1.6m.

Forsyths
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NAMBUC A Nambucca Shire Council 31 October 2016

Operating revenues decreased by 18.1% during the year mainly as a result of deceases in operational
grants & contributions, capital grants & contributions and interest which were partially offset by
increases in rates & annual charges, user charges & fees and other revenue.

NAMBUCCA SHIRE COUNCIL

e Grants & contributions for operational purposes decreased mainly due to the receipt of
contributions in relation to landslips in the prior year offset by an additional roads to recovery
funding during the year.

e C(Capital grants & contributions decreased mainly due to a decrease in RMS contributions and
subdivider dedications.

e Interest revenue decreased due to lower cash and investment balances during the year.

e Rates & annual charges increased due to rate pegging increases during the year and a special rate
variation.

e User charges & fees increased due mainly to increased water usage charges and waste management
charges as a result in increased dumping due to the State highway development.

e Other revenue increased slightly due to an increase in parking fines and increased diesel rebates.

Operating expenses decreased by 5.9% during the year due to decreases in employee benefits & on
costs, borrowing costs, depreciation & amortisation and other expenses which were partially offset by
increases in materials & contracts and losses on disposal of assets.

e Employee costs decreased mainly due to a reduction in the redundancy payments and a decrease
leave expense during the year.

® Borrowing costs decreased due to the decrease in borrowings during the year.

® Depreciation & amortisation decreased as a result of the revaluation of roads and related
infrastructure during the prior year.

e Other expenses decreased due to revaluation decrements in the prior year as a result of the
revaluations of roads.

e The increase in the loss on the disposal of assets was mainly due to lower than expected real estate
sales and the write off of the Scotts Head Reserve, Eungai Community Centre and Reserve during
the year

e Materials and contracts increased mainly as a result of an increase in contractor work in relation to
flood damage.

The operating surplus for the year of $0.6m compares with the original budget deficit of $1.3m. The
variance between the actual results and the original budget is primarily due to the following:

Large Budget Variations >10% and > $0.5m Comment

Interest & Investment revenues $158,000 Favourable variance due to conservative budgeting.

Other revenues from ordinary activities $184,000 Favourable variance due to an unbudgeted workers
compensation rebate and additional parking infringement
revenue.

Operating Grants $1,721,000 Favourable variance to budget mainly due to the receipt of

funding for flood damage works.

Capital Grants $1,086,000 Capital grants were favourable to budget mainly due to
additional Roads to Recovery funding during the year.

Other expenses from ordinary activities ($784,000) Unfavourable to budget due to asset revaluation decrements for
infrastructure assets during the year.

Loss from disposal of assets ($2,701,000) Unfavourable to budget mainly due to lower than expected real
estate sales and the write off of the Scotts Head Reserve,
Eungai Community Centre and Reserve during the year.

Forsyths
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NAMBUC A Nambucca Shire Council 31 October 2016

The following schedule of assets and liabilities has been extracted from the statement of financial
position as at 30 June 2016. This schedule discloses the consolidated assets and liabilities of all
functions.

NAMBUCCA SHIRE COUNCIL

SCHEDULE OF ASSETS & LIABILITIES 2016 2015 Variance
$'000 $'000
CURRENT ASSETS
Cash and cash equivalents 6,804 8,660 -21.4%
Investments 15,796 14,161 11.5%
Receivables 4,290 7,978 -46.2%
Inventories 2,826 1,465 92.9%
Other 78 34 129.4%
TOTAL CURRENT ASSETS 29,794 32,298 -7.8%
CURRENT LIABILITIES
Payables 2,613 4,449 -41.3%
Borrowings 2,954 2,864 3.1%
Provisions 3,852 3,819 0.9%
TOTAL CURRENT LIABILITIES 9,419 11,132 -15.4%
NET CURRENT ASSETS 20,375 21,166 -3.7%
NON-CURRENT ASSETS
Cash and cash equivalents 10,634 11,101 -4.2%
Inventories 21 21 0.0%
Intangible Assets 278 208 33.7%
Infrastructure, Property Plant & Equipment 430,043 418,986 2.6%
TOTAL NON-CURRENT ASSETS 440,976 430,316 2.5%

NON-CURRENT LIABILITIES

Payables 364 390 -6.7%
Provisions 569 540 5.4%
Borrowings 43,246 44.393 -2.6%
TOTAL NON-CURRENT LIABILITIES 44179 45,323 -2.5%
NET ASSETS 417,172 406,159 2.7%
Cash & Investments Loans
50,000 60,000
40,000 //\¥ 50,000 —
30,000 40,000 o
30,000 £z
20,000
20,000
10,000 10,000
S 0 } | { § 0 } } }
52 2012 2013 2014 2015 2016 » 2012 2013 2014 2015 2016

Cash and investments have decreased from $33.9m to $33.2m during the year. Inventory increased due
to the purchase of real estate during the year. Receivables decreased due to a reduction in grant project
debtors in relation to the land slip works at Riverside Drive at year end.

Payables have decreased mainly due to a reduction in payables in relation to project work activities at
year end.

Forsyths
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The total borrowings decreased by $1.0m due to new borrowings of $1.5m being off-set by scheduled
repayments of $2.9m during the year.

NAMBUCCA SHIRE COUNCIL

The increase in infrastructure, property, plant and equipment of $10.9m is due to capital expenditure of
$13.0m (including the new dam project), revaluation of operational land and building of $9.8m which
were partially offset by depreciation, impairment and disposals of $11.8m.

NET CURRENT ASSETS

The Net Current Asset position at year end is an important financial indicator as it discloses the working
capital available to Council to fund day to day operations and finance infrastructure and new community
projects. However, included in Current Assets are assets which are “Restricted” by regulation or other
externally imposed requirements and therefore are not available other than for their restricted purpose.
The following table discloses unrestricted net current assets by function:

Water Sewerage Dom Waste General Total
$'000 $'000 $'000 $'000 $'000
Current Assets 10,524 5,900 1,049 12,321 29,794
Current Liabilities 470 1,620 - 7,329 9,419
Net Current Assets 10,054 4,280 1,049 4,992 20,375
Plus: Employee Entitlements Payable >12mths - - - 2,568 2,568
‘Total Funds before Restrictions 10,054 4,280 1,049 7,560 22,943
LESS: Restricted Cash & Investments
(Included in Revenue)
Developer Contributions 4,043 1,152 - 1,051 6,246
Unexpended Loans - - - 929 929
Security Deposits 561 561
Unexpended Grants - - - 515 515
4,043 1,152 - 3,056 8,251
NET FUNDS AVAILABLE 6,011 3,128 1,049 4,504 14,692
LESS Internal Restrictions - - 3,772 3,772
Net Funds After All Restrictions 6,011 3,128 1,049 732 10,920
INTERNAL RESTRICTIONS Opening  Transfer to Transfer from Closing
$'000 $'000 $'000 $'000
Council Building Reserve 214 - - 214
Election 87 30 - 117
Employee Entitlements 1,758 330 336 1,752
Environmental rate unallocated 628 534 666 496
Lawn cemetary 8 - - 8
Onsite -sewer maintenance 13 - 13 -
Land Development (120) - 429 (549)
Office Equipment 142 25 40 127
Plant Replacement 311 - 18 293
Public Road/Reserves Sales 45 - - 45
Stormwater Management 135 20 - 155
Swimming Pool 78 35 21 92
Waste Management 1,505 250 880 875
Other 136 16 5 147
4,940 1,240 2,408 3,772
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NAMBUCCK Nambucca Shire Council 31 October 2016

After Funding both external and internal restrictions Council’s general fund has unrestricted funds of
$0.7m (2015: $1.9m) which is considered adequate to cover working capital requirements.

NAMBUCCA SHIRE COUNCIL

Council has set aside $1.8m to fund the employee leave entitlements provision. This amount represents
43% of the total liability and is considered adequate given the existing staff levels and age profiles.

LOCAL GOVERNMENT INDUSTRY PERFOMANCE INDICATORS
The Code of Accounting Practice requires the mandatory disclosure of certain performance indicators.
These financial indicators are useful in assessing performance, financial position and the likely financial

burden to be placed on ratepayers.

The key financial indicators disclosed in the Financial Statements are:

PURPOSE Benchmarks
[ 33% 1 [ 3.4% |

To assess councils ability to -9.5%

o ; i YRMANC
Ir(z?IROATING PERFORMANCE meet operating expenditure -14.2% -13.3% >-4%

within operating reveune.

To assess the degree of

reliance on external funding 69.8% >60%

sources. I | 54.2% | | 609% | | 500, || 55.3%

OWN SOURCE OPERATING
REVENUE

To assess the adequacy of
UNRESTRICTED CURRENT working capital after >1.5

RATIO excluding all restricted 2.38 2.00 2.70 L7 2.02

assets and liabilities.

To assess the availability of

operating cash to service
DEBT SERVICE COVER RATIO [debt including interest,
principal and lease 2.29 2.47 1.94
’ 1.59 :

payments.

2.43 >2.0

To assess the impact of

uncollected rates and
OUTSTANDING RATES charges on liquidity and the
adequacy of recovery
efforts.

0
| 5% [ 57% [ g, [ aowe [] 58% ] <107

To assess the number of

months council can pay its >3
expenses without additional 15.88

cash inflow. 8.76 11.61 10.89 |_5_3.8_|

CASH EXPENSE COVER RATIO

Operating performance

An operating performance surplus of 3.3% indicates that Councils operating revenue, excluding capital
grants and contributions are sufficient to cover operating expenditure, especially depreciation of
infrastructure assets. This compares to the Group 11 Councils average deficit of 0.36% and a State
average deficit of 0.58% for 2015. The benchmark is that councils should average breakeven or better
over a three year period.
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NAMBUC A Nambucca Shire Council 31 October 2016

Owned sonrce operating revenue

A ratio of 69.8% for the 2016 year highlights Council’s dependence on grants and contributions and
compares to a Group 11 average of 66.8% and a State average of 67% for 2015. The benchmark is to
average greater than 60% over a three year period.

NAMBUCCA SHIRE COUNCIL

Unrestricted Ratio

The unrestricted ratio excludes all current assets and liabilities that are restricted to specific purposes
such as water, sewer, domestic waste management functions and specific purpose unexpended grants
and contributions and adjusting for employee entitlements not expected to be settled within 12 months.
This ratio is before setting aside cash to fund internal restrictions relative to the general function. The
ratio of 2.38 as at 30 June 2016 indicates that there is $2.38 of unrestricted current assets for every $1.00
of current liabilities. Councils ratio of 2.38 compares to the average of 3.98 for the Group 11 Councils
and is lower than the State average of 3.92 for 2015. However, the ratio is higher than the benchmark
of greater than 1.5.

Debt service cover ratio

The debt service cover ratio of 2.29 times indicates that council has $2.29 before interest and
deprecation to pay interest and principal repayments on current borrowings. This compares to the
Group 11 average of 9.4 and the State average of 104.1 for 2015. The benchmark for sustainability is to
have a ratio of greater than 2.0.

Outstanding rate ratio

The outstanding rate ratio of 5.7% compares favourably to the average of 6.4% for Group 11 Councils
and the State average of 5.91% and the State average of 6.25% for 2015. This ratio is an indicator of
Councils activity to collect outstanding rate revenues. The benchmark for rural Council’s is to have an
outstanding rates ratio of less than 10%. The ratio is an indicator of Council’s debt collection activities.

Cash expense ratio

The ratio indicates that Council can pay 8.76 months of its expenses without additional cash inflows.
This compares to the Group 11 average of 13.5 and the state average of 11.4 for 2015. The benchmark
is to have reserves to meet at least 3 months of operating expenditure.

Forsyths
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The key financial indicators by fund disclosed in the Financial Statements are:

NAMBUCCA SHIRE COUNCIL

RATIO PURPOSE Water Sewer General
OPERATING To assess councils ability to m2016
PERFORMANCE RATIO meet operating expenditure
within operating reveune. m 2015
OWN SOURCE OPERATING |To assess the degree of reliance m2016
REVENUE on external funding sources. m2015
UNRESTRICTED CURRENT To assess the adequacy of m2016
RATIO working capital after excluding
all restricted assets and liabilities. m 2015
To assess the availability of
DEBT SERVICE COVER operating cash to service debt m 2016
RATIO including interest, principal and m2015
lease payments.
To assess the impact of
OUTSTANDING RATES uncollected rates and charges on m2016
liquidity and the adequacy of 2015
recovery efforts.
CASH EXPENSE COVER To assess the number of months ®2016
council can pay its expenses
RATIO without additional cash inflow. m 2015
4.82
Operating performance

An operating performance ratio by fund shows that the all funds have sufficient operating revenue,
excluding capital grants and contributions to cover operating expenditure.

Owned sonrce operating revenue
The ratios show the Councils reliance on grant and contribution funding. The water fund showing the
impact of the off-river storage project in the prior year.

Unrestricted Ratio
The unrestricted ratios show that the general fund has sufficient working capital, however there is a
need for the sewer and funds to build up reserves.

Debt service cover ratio
The debt service cover ratio by fund shows that the general fund may have potential to increase
borrowings to fund infrastructure backlogs, but the water and sewer fund have limited potential.

Outstanding rate ratio
The outstanding rate ratio by fund shows that the outstanding rates are consistent across the funds.

Cash expense ratio
This ratio shows that the general fund has low cash reserves and there is a need to build up reserves.

Forsyths
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Infrastructure Asset Performance Indicators

NAMBUCCA SHIRE COUNCIL

With the emphasis on “Fit for the Future” we have included comments on unaudited infrastructure
asset performance measures disclosed in the Special Schedule 7 are as follows:

PURPOSE Benchmarks

BUILDING AND ‘To assess the proportion i
. . spent on infrastructure 0
;I\[]\Frl}(A)STRL CTURE RENEWALS renewals vs infrastructure || 84.74% |- o b 1 67.03% | 91.88% |. >100%
deterioration. : 59.57% | 49.97% . °

‘To assess the infrastructure
INFRASTRUCTURE BACKILOG  [backlog against the total

|| - . 0
RATIO value of councils s 31.0% 29.0% <20%
infrastructure. XA | 2 49/ | 22.0% |- |
I 1
To assess the actual vs
ASSET MAINTENANCE RATIO  [required annual H 181.0% |1 >100%

maintenance expenditure. 146.0% 93.0%

69.0% | 55.0% |

Building and Infrastructure renewals ratio

The building and infrastructure renewals ratio outlines Council’s performance with renewing its
infrastructure assets against the level of estimated infrastructure asset deterioration (as represented by
depreciation expense). For 2016 Council spent $0.85 for every $1 in estimated asset deterioration. The
Group 11 average for the asset renewal ratio was $0.96 and the State average of $0.92 for 2015. The
benchmark is to have a three year average of greater than $1.00.

The current trend in the ratio highlights that Council expended less on asset renewals compared to the
estimated reduction in asset condition over the past five years and therefore, based on this ratio,
Council’s overall infrastructure has deteriorated over that period.

Council should aim to ensure infrastructure spending keeps pace with “wear and tear” and Council
should seek to improve asset condition.

Infrastructure backlog ratio
An infrastructure backlog ratio 2.9% indicates that the infrastructure backlog represents 2.9% of the

value of Councils infrastructure and compares to a Group 11 average of 3.1% and State average of
8.7% for 2015. The benchmark is a ratio less than 20% and greater than 2%.

Asset maintenance ratio

The Asset Maintenance ratio of 181% indicates that Council has been undertaking sufficient
maintenance to keep pace with required maintenance requirements as determine by council’s engineers
and maintenance staff. This compares to a Group 11 average of 104.6% and State average of 100.7%
for 2015. A ratio of greater than 100% is considered acceptable.

Changes in cash and investments reflected in the Statement of financial position is also evident in the
following table extracted from the Statement of Cash Flows.

Forsyths
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CASH MOVEMENTS Actual Actual Variance
2016 2015
$'000 $'000 %
CASH INFLOWS
Operating Receipts 45,067 47,083 -4.3%
Proceeds from Assets Sales 334 176 89.8%
Proceeds form sale of investments 0 6,812 0.0%
Proceeds from Borrowings 1,500 2,263 -33.7%
TOTAL RECEIPTS 46,901 56,334 -16.7%
CASH OUTFLOWS
Operating Payments 30,520 26,378 15.7%
Purchase of Assets 12,699 24,391 -47.9%
Purchase of investments 1,109 - 0.0%
Repayment of Loans 2,865 2,691 6.5%
Purchase of real estate assets 1,564 228 586.0%
TOTAL PAYMENTS 48,757 53,688 -9.2%
TOTAL CASH MOVEMENT (1,856) 2,646 -170.1%
Cash and cash equivalents 6,804 8,660 -21.4%
Investments 26,430 14,161 86.6%
Total Cash & Investments on Hand 33,234 22,821 45.6%

Total cash and investments decreased from $33.9m in 2015 to $33.3m. Cash flow from operations of
$14.0m and borrowing of $1.5m funded the purchase and construction of assets of $12.7m, purchase of
real estate of $1.6m and loan repayments of $2.9m.

Cash outflows for purchase and construction of assets of $12.7m included $4.1m for road and bridge
construction, $4.7m for capital work in progress, $3.6m for other structures and $1.1m on replacement
plant.

In assessing the replacement rate of depreciating assets it is also important to note that Special
Schedule No 7, which is an unaudited statement prepared in conjunction with the financial report,
discloses that the estimated cost to all assets to a “satisfactory standard” is $10.2m.

SPECIAL PURPOSE FINANCIAL STATEMENTS

Council is required to report the financial results of identified Business Units in accordance with
National Competition Policy guidelines. The reports are known as Special Purpose Financial
Statements and are subject to audit. Council has identified Water and Sewer functions as Category 1
Business Units.

WATER SUPPLY FUNCTION

The Special Purpose Financial Statements disclose that the Water Supply function recorded an
operating deficit (before capital funding) of $329,000 after allowing for depreciation of $1,675,000.

The Net Current Asset position records a positive balance of $10,054,000 (2015: $9,525,000) which
provides a strong working capital balance to meet medium term funding requirements and pay

dividends.
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NAMBUC A Nambucca Shire Council 31 October 2016
SEWERAGE SERVICES

The Special Purpose Financial Statements disclose that the Sewerage Services function recorded an
operating deficit (before capital funding) of $3,000 after allowing for depreciation of $1,582,000.

The current level of Net Current Assets of $4,280,000 (2015: $3,765,000) is very strong and is
considered more than adequate to meet medium term funding requirements.

GENERAL
Reporting obligations under the Local Government Act

It is pleasing to report that Council’s systems and records have been well maintained during the year
and the audited financial statements will be submitted to the Office of Local Government within the
prescribed time provided for in Division 2 of the Local Government Act 1993.

Matters of a technical nature have been documented in a management letter to the General Manager.
We take this opportunity of thanking the General Manager and his staff for their co-operation and
assistance during the course of the audit.

Under section 419 of the Local Government Act 1993, Council is required to give public notice of a
Council meeting for the purpose of presenting the audited financial statements and the auditor's report.
A principal of this firm is available to attend this meeting to address any questions in respect of the
audit report or the conduct of the audit if the Council so determines.

Yours faithfully
FORSYTHS BUSINESS SERVICES PTY LTD

TG

¥

eoffrey W Allen
Principal

Forsyths
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Forsyths Business Services Pty Ltd
ABN 66 182 781 401

NAMBUCCA SHIRE COUNCIL
INDEPENDENT AUDITORS’ REPORT - SPECIAL SCHEDULE No. 8

We have audited the accompanying special purpose financial statement comprising the reconciliation of total
permissible general income (Special Schedule No. 8) of Nambucca Shire Council for the year ending 30 June
2017.

Responsibility of Council for Special Schedule No. 8

The Council is responsible for preparation and fair presentation of Special No. 8 in accordance with the Local
Government Code of Accounting Practice and Financial Reporting (Guidelines) Update No. 23. This
responsibility includes the maintenance of adequate accounting records and internal controls designed to
prevent and detect fraud and error; designing, implementing and maintaining internal controls relevant
preparation and fair presentation of Special Schedule No. 8 that is free from material mistreatment, whether
due to fraud or error; selecting and applying appropriate accounting policies; and making accounting estimates
that are reasonable in the circumstances.

Auditor’s Responsibilities

Our responsibility is to express an opinion on Special Schedule No. 8 based on our audit. We conducted our
audit in accordance with Australian Auditing Standards. These Audit Standard require that we comply with
relevant ethical requirements relating to audit engagements and plan and perform the audit to obtain
reasonable assurance whether Special Schedule No. 8 and is free from material misstatement.

An audit involves performing procedures to obtain audit evidences about the amounts and disclosures in
Special Schedule No. 8. The procedures selected depend on the auditor’s judgement, including the assessment
of the risks of material misstatement on Special Schedule No. 8, whether due to fraud or error. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of Special Schedule No. 8.

Knowledge with integrity
Liability limited by a scheme approved under the Professional Standards Legislation

ARMIDALE | COONABARABRAN | GUNNEDAH | TAMWORTH



Nambucca Shire Council
INDEPENDENT AUDITORS’ REPORT - SPECIAL SCHEDULE No. 8

Because of the inherent limitation of an audit, together with the inherent limitations of internal control, there
is an unavoidable risk that some material misstatements may not be detected, even though the audit is
properly planned and performed in accordance with Australian Auditing Standards.

In making our risk assessments, we consider internal controls relevant to the entity’s preparation of Special
Schedule No. 8 in order to design audit procedures that are appropriate in the circumstances, but not for the

purpose of the expressing an opinion on the effectiveness of the entity’s internal control.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Independence

In conducting our audit, we followed applicable independence requirements of Australian professional ethical
pronouncements.

Audit Opinion

In our opinion Special Schedule No. 8 of Nambucca Shire Council for the year ending 30 June 2017 is
properly drawn up in all material respects, in accordance with the requirements of the Office of Local
Government and in accordance with the books and records of the Council.

Basis of Accounting

Without modifying our opinion, we advise that the Special Schedule No. 8 has been prepared for distribution
to the Office of Local Government for the purposes of confirming the Council’s reconciliation of Council’s
total permissible general income is presented fairly. As a result, the Special Schedule No. 8 may not be suitable
for another purpose

5/4‘»;/&%’

Forsyths Business Services Pty Ltd

31 October 2016
92 Rusden Street Armidale
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SCOPE
We have audited the special purpose financial statements of Nambucca Shire Council for the year
ended 30" June 2016 comprising the Statement by Councillors and Management, Income
Statement of Business Activities, Balance Sheet by Business Activities, and Note 1 to the Financial
Statements. The financial statements include the financial results of the business activities of the
Council and the entities it controlled at the yeat’s end or from time to time during the year.

Councils’ responsibility for the financial statements

The Council is responsible for the preparation and fair presentation of the financial statements
and have determined that the accounting policies described in Note 1 to the financial statements,
which form part of the financial statements, are appropriate to meet the requirements of the
Division of Local Government and Council. The Councils’ responsibility also includes
establishing and maintaining internal control relevant to the preparation and fair presentation of
the financial statements that ate free from material misstatement, whether due to fraud or errot;
selecting and applying appropriate accounting policies; and making accounting estimates that are
reasonable in the circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on the financial statements based on our audit. No
opinion is expressed as to whether the accounting policies used, as described in Note 1, are
appropriate to meet the needs of the Council or the Division of Local Government. We
conducted our audit in accordance with Australian Auditing Standards. These Auditing Standards
require that we comply with relevant ethical requirements relating to audit engagements and plan
and perform the audit to obtain reasonable assurance whether the financial statements are free
from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the Council’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness of the Council’s internal
control. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the Council, as well as evaluating the overall
presentation of the financial statements.

Knowledge with integrity
Liability limited by a scheme approved under the Professional Standards Legislation

ARMIDALE | COONABARABRAN | GUNNEDAH | TAMWORTH



The special purpose financial statements have been prepared for distribution to the Council and
the Division of Local Government for the purpose of fulfilling the requirements of National
Competition Policy reporting. We disclaim any assumption of responsibility for any reliance on
this report or on the financial statements to which it relates to any person other than the Council
or the Division of Local Government or for any purpose other than for which the report was
prepared.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

INDEPENDENCE

In conducting our audit, we followed applicable independence requirements of Australian
professional ethical pronouncements.

AUDIT OPINION

In our opinion, the Special Purpose Financial Statements of the Nambucca Shire Council for the
year ended 30" June 2016 are presented fairly, in all material respects, in accordance with the
requirements of those applicable Accounting Standards detailed in Note 1 and the Local
Government Code of Accounting Practice and Financial Reporting.

BASIS OF ACCOUNTING

Without modifying our opinion, we draw attention to Note 1 to the financial statements, which
describe the basis of accounting. The financial statements have been prepared for the purpose of
tulfilling the financial reporting requirements of the Division of Local Government. As a result,
the financial statements may not be suitable for another purpose.

5/4‘5//%’

Forsyths Business Services Pty Ltd

rincipal

31 October 2016
92 Rusden Street Armidale
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SCOPE
We have audited the special purpose financial statements of Nambucca Shire Council for the year
ended 30" June 2016 comprising the Statement by Councillors and Management, Income
Statement of Business Activities, Balance Sheet by Business Activities, and Note 1 to the Financial
Statements. The financial statements include the financial results of the business activities of the
Council and the entities it controlled at the yeat’s end or from time to time during the year.

Councils’ responsibility for the financial statements

The Council is responsible for the preparation and fair presentation of the financial statements
and have determined that the accounting policies described in Note 1 to the financial statements,
which form part of the financial statements, are appropriate to meet the requirements of the
Division of Local Government and Council. The Councils’ responsibility also includes
establishing and maintaining internal control relevant to the preparation and fair presentation of
the financial statements that ate free from material misstatement, whether due to fraud or errot;
selecting and applying appropriate accounting policies; and making accounting estimates that are
reasonable in the circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on the financial statements based on our audit. No
opinion is expressed as to whether the accounting policies used, as described in Note 1, are
appropriate to meet the needs of the Council or the Division of Local Government. We
conducted our audit in accordance with Australian Auditing Standards. These Auditing Standards
require that we comply with relevant ethical requirements relating to audit engagements and plan
and perform the audit to obtain reasonable assurance whether the financial statements are free
from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the Council’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness of the Council’s internal
control. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the Council, as well as evaluating the overall
presentation of the financial statements.

Knowledge with integrity
Liability limited by a scheme approved under the Professional Standards Legislation
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The special purpose financial statements have been prepared for distribution to the Council and
the Division of Local Government for the purpose of fulfilling the requirements of National
Competition Policy reporting. We disclaim any assumption of responsibility for any reliance on
this report or on the financial statements to which it relates to any person other than the Council
or the Division of Local Government or for any purpose other than for which the report was
prepared.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

INDEPENDENCE

In conducting our audit, we followed applicable independence requirements of Australian
professional ethical pronouncements.

AUDIT OPINION

In our opinion, the Special Purpose Financial Statements of the Nambucca Shire Council for the
year ended 30" June 2016 are presented fairly, in all material respects, in accordance with the
requirements of those applicable Accounting Standards detailed in Note 1 and the Local
Government Code of Accounting Practice and Financial Reporting.

BASIS OF ACCOUNTING

Without modifying our opinion, we draw attention to Note 1 to the financial statements, which
describe the basis of accounting. The financial statements have been prepared for the purpose of
tulfilling the financial reporting requirements of the Division of Local Government. As a result,
the financial statements may not be suitable for another purpose.
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