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Overview

(i} These financial siatements are General Purpose Financial Statements and cover the consolidated operations
for Holroyd City Council.

(i} Holroyd City Council is a bady corporate of NSW, Australia - being constituted as a Local Government area
by prociamation and is duly empowered by the Local Government Act (LGA) 1993 of NSW.

Council's Statutory Charter is specified in Section 8 of the LGA and includes;

« carrying out activities and providing goods, services & facilities appropriate te the current & future
needs of the Local community and of the wider pubtic

* responsibility for administering reguiatory requirements under the LGA and other applicable legisiation, &

* arole in the management, improvement and development of the resources of the local government area.
A description of the nature of Council's operations and its principal activities are provided in Note 2{b).
(i} All figures presented in these financial statements are presented in Australian Currency.

{iv) These financial statements were authorised for issue by the Council on 14/10/10,
Council has the power to amend and reissue the financial statements.

Cover: "Race the Race" by Surya Teja Busi - Winner 2010 Holroyd HSC Art Prize
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Statement by Councillors and Management
made pursuant to Section 413(2){c) of the Local Government Act 1993 (as amended)

The attached General Purpose Financial Statements have been prepared in accordance with:
® The Local Government Act 1993 (as amended) and the Regulations made thereunder,
® The Australian Accounting Standards and professional pronouncements, and

¢ The Local Government Code of Accounting Practice and Financial Reporting.

To the best of our knowledge and belief, these Financial Statements:
® present fairly the Council's operating result and financial position for the year, and
® accords with Council’'s accounting and other records.

We are not aware of any matter that would render the Reports false or misleading in any way.

Signed in accordance with a resolution of Council made on 5 October 2010.

e
4 '//f//

Clr Peter Moirfaghan

MAYOR

Merv Ismay / Rob Stalley
GENERAL MANAGER RESPONSIBLE ACCOUNTING OFFICER
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Holroyd City Council

Income Statement
for the financial year ended 30 June 2010

Budget "
2010

41,659
8,124
2,108
2,466
7,293
1,557

63,207

32,014
44
14,782
8,615
12,832

68,287

(5,080)

(5,080)

(5,080)

(6,637)

$'000 Notes

Income from Continuing Operations
Revenue:

Rates & Annual Charges

User Charges & Fees

Interest & Investment Revenue

Other Revenues

Grants & Contributions provided for Operating Purposes
Grants & Contributions provided for Capital Purposes
Other Income:

Net gains from the disposal of assets

Net Share of interests in Joint Ventures & Associated
Entities using the equity method

Total Income from Continuing Operations

Expenses from Continuing Operations
Employee Benefits & On-Costs

Borrowing Costs

Materials & Contracts

Depreciation & Amortisation

Other Expenses

Net Share of interests in Joint Ventures & Associated
Entities using the equity method

Total Expenses from Continuing Operations

Operating Result from Continuing Operations

Net Operating Result for the Year

Net Operating Result attributable to Council

Net Operating Result for the year before Grants and
Contributions provided for Capital Purposes

(1) Original Budget as approved by Council - refer Note 16

This Statement should be read in conjunction with the accompanying Notes.

Financial Statements 2010

Actual
2010

42,038
8,412
3,000
1,967

10,027
3,433

265

120

69,261

32,205

24
12,269
10,852
12,386

67,736

1,526

1,526

1,526

(1,907)

Actual
2009

39,667
8,666
2,210
1,393
9,998
5,927

12,772

80,633

31,730
73
15,683
9,853
10,877

202

68,418

12,215

12,215

12,215

6,288
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Holroyd City Council

Statement of Comprehensive Income
for the financial year ended 30 June 2010

Financial Statements 2010

Actual Actual
$'000 Notes 2010 2009
Net Operating Result for the year (as per Income statement) 1,526 12,215
Other Comprehensive Income
Gain (loss) on revaluation & impairment of |,PP&E 20b (ii) 233,927 -
Other Movements in Reserves ( Prior period depreciation adjustment) 20b (ii) (15,360) -
Total Other Comprehensive Income for the year 218,567 -
Total Comprehensive Income for the Year 220,092 12,215
Total Comprehensive Income attributable to Council 220,092 12,215
Total Comprehensive Income attributable to Minority Interests - -
This Statement should be read in conjunction with the accompanying Notes. page 4



Holroyd City Council

Balance Sheet
as at 30 June 2010

Financial Statements 2010

Actual Actual
$'000 Notes 2010 2009
ASSETS
Current Assets
Cash & Cash Equivalents 6a 9,225 624
Investments 6b 41,567 47,653
Receivables 4,448 7,011
Inventories 2,186 2177
Other 38 97
Total Current Assets 57,464 57,562
Non-Current Assets
Receivables 7 456 393
Infrastructure, Property, Plant & Equipment 9 932,884 711,709
Investments accounted for using the equity method 19 655 535
Investment Property 14 3,992 3,555
Intangible Assets 25 796 648
Total Non-Current Assets 938,782 716,840
TOTAL ASSETS 996,245 774,402
LIABILITIES
Current Liabilities
Payables 10 16,314 13,803
Borrowings 10 - 737
Provisions 10 8,849 9,092
Total Current Liabilities 25,163 23,632
Non-Current Liabilities
Provisions 10 644 423
Total Non-Current Liabilities 644 423
TOTAL LIABILITIES 25,806 24,055
Net Assets 970,439 750,347
EQUITY
Retained Earnings 20 698,790 712,625
Revaluation Reserves 20 271,649 37,722
Council Equity Interest 970,439 750,347
Total Equity 970,439 750,347
This Statement should be read in conjunction with the accompanying Notes. page 5
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Holroyd City Council

Statement of Changes in Equity
for the financial year ended 30 June 2010

Council
Retained Reserves Equity Minority Total
$'000 Notes Earnings  (Refer 20b) Interest Interest Equity
2010
Opening Balance (as per Last Year's Audited Accounts) 712,625 37,722 750,347 - 750,347
a. Correction of Prior Period Errors 20 (c) - - - - -
b. Changes in Accounting Policies (prior year effects) 20 (d) - - - - -
Revised Opening Balance (as at 1/7/09) 712,625 37,722 750,347 - 750,347
c. Net Operating Result for the Year 1,526 - 1,526 - 1,526
d. Other Comprehensive Income
- Revaluations : IPP&E Asset Revaluation Rsve 20b (ii) - 233,927 233,927 - 233,927
- Revaluations: Other Reserves 20b (ii) - - - - -
- Transfers to Income Statement 20Db (i) - - - - -
- Other Movements 20b (ii) (15,360) - (15,360) - (15,360)
Other Comprehensive Income (15,360) 233,927 218,567 - 218,567
Total Comprehensive Income (c&d) (13,835) 233,927 220,092 - 220,092
e. Distributions to/(Contributions from) Minority Interests - - - - -
f. Transfers between Equity - - - - -
Equity - Balance at end of the reporting period 698,790 271,649 970,439 - 970,439
Council
Retained Reserves Equity Minority Total
$'000 Notes Earnings  (Refer 20b) Interest Interest Equity
2009
Opening Balance (as per Last Year's Audited Accounts) 700,410 37,722 738,132 - 738,132
a. Correction of Prior Period Errors 20 (c) - - - - -
b. Changes in Accounting Policies (prior year effects) 20 (d) - - - - -
Revised Opening Balance (as at 1/7/08) 700,410 37,722 738,132 - 738,132
c. Net Operating Result for the Year 12,215 - 12,215 - 12,215
d. Other Comprehensive Income
- Revaluations : IPP&E Asset Revaluation Rsve 20b (ii) - - - - -
- Revaluations: Other Reserves 20Db (i) - - - - -
- Transfers to Income Statement 20Db (i) - - - - -
- Other Movements 20b (ii) - - - - -
Other Comprehensive Income - - - - -
Total Comprehensive Income (c&d) 12,215 - 12,215 - 12,215
e. Distributions to/(Contributions from) Minority Interests - - - - -
f. Transfers between Equity - - - - -
Equity - Balance at end of the reporting period 712,625 37,722 750,347 - 750,347

This Statement should be read in conjunction with the accompanying Notes. page 6



Holroyd City Council

Statement of Cash Flows
for the financial year ended 30 June 2010

Financial Statements 2010

Budget Actual Actual
2010 $'000 Notes 2010 2009
Cash Flows from Operating Activities
Receipts:

41,659 Rates & Annual Charges 42,122 39,724
9,448 User Charges & Fees 8,517 8,612
2,108 Investment & Interest Revenue Received 4,269 2,331
8,850 Grants & Contributions 14,440 14,246
1,142  Other 2,505 1,052

Payments:
(31,776) Employee Benefits & On-Costs (32,106) (30,164)
(18,742) Materials & Contracts (11,394) (17,026)
(44) Borrowing Costs (35) (83)

(9,110) Other (10,811) (10,398)

3,535 Net Cash provided (or used in) Operating Activities 11b 17,507 8,294

Cash Flows from Investing Activities
Receipts:

- Sale of Investment Securities 3,181 -

- Sale of Real Estate Assets - 96

700  Sale of Infrastructure, Property, Plant & Equipment 732 13,272

Payments:

- Purchase of Investment Securities 1,649 (8,239)

(1,525) Purchase of Intangibles, Infrastructure, PP&E (13,732) (13,488)

- Purchase of Real Estate Assets 1 -
(825) Net Cash provided (or used in) Investing Activities (8,170) (8,359)
Cash Flows from Financing Activities
Receipts:
Nil
Payments:
- Repayment of Borrowings & Advances (737) (738)
- Net Cash Flow provided (used in) Financing Activities (737) (738)
2,710 Net Increase/(Decrease) in Cash & Cash Equivalents 8,601 (803)
208 plus: Cash & Cash Equivalents - beginning of year 112 624 1,427
2,918 Cash & Cash Equivalents - end of the year 1= 9,225 624
Additional Information:
plus: Investments on hand - end of year 6b 41,567 47,653
Total Cash, Cash Equivalents & Investments 50,792 48,277
Please refer to Note 11 for additional cash flow information.
This Statement should be read in conjunction with the accompanying Notes. page 7



Holroyd City Council

Notes to the Financial Statements
for the financial year ended 30 June 2010
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Holroyd City Council

Notes to the Financial Statements
for the financial year ended 30 June 2010

Financial Statements 2010

Note 1. Summary of Significant Accounting Policies

The principal accounting policies adopted by Holroyd
City Council in the preparation of these financial
statements are set out below in order to assist in its
general understanding.

Under Australian Accounting Standards, accounting
policies are defined as those specific principles,
bases, conventions, rules and practices applied by a
reporting entity (in this case Council) in preparing
and presenting its financial statements.

(a) Basis of preparation
(i) Background

These financial statements are general purpose
financial statements which have been prepared in
accordance with;

= Australian Accounting Standards,
= Urgent Issues Group Interpretations,

= the Local Government Act (1993) and Regulation,
and

= the Local Government Code of Accounting
Practice and Financial Reporting.

(ii) Compliance with International Financial
Reporting Standards (IFRSs)

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

(a) have local Australian content and
prescription that is specific to the Not-For-
Profit sector (including Local Government)
which are not in compliance with IFRS’s, or

(b) specifically exclude application by Not for
Profit entities.

Examples include;

= excluding Local Government from applying AASB
120 (IAS 20) for Grant Accounting and AASB 118
(IAS 18) for Segment Reporting, &

= different requirements on (a) Impairment of
Assets relating to Not-For-Profit AASB 136 (IAS
36) and (b) AASB 116 (IAS 16) regarding
accounting for the Revaluation of Assets.

Accordingly in preparing these financial
statements and accompanying notes, Council has
been unable to comply fully with International
Accounting Standards, but it has complied fully
with Australian Accounting Standards.

Under the Local Government Act, Regulations and
Local Government Code of Accounting Practice &
Financial Reporting, it should be noted that Councils
in NSW only have a requirement to comply with
Australian Accounting Standards.

(iii) Basis of Accounting

These financial statements have been prepared under
the historical cost convention except for (i) financial
assets and liabilities at fair value through profit or loss,
available-for-sale financial assets and investment
properties which are all valued at fair value, (ii) the
write down of any Asset on the basis of Impairment (if
warranted) and (iii) certain classes of Infrastructure,
property, plant & equipment that are accounted for at
fair valuation.

The accrual basis of accounting has also been
applied in their preparation.

(iv) Changes in Accounting Policies

Council’'s accounting policies have been consistently
applied to all the years presented, unless otherwise
stated.

Unless otherwise stated, there have also been no
changes in accounting policies when compared with
previous financial statements.

(v) Critical Accounting Estimates

The preparation of these financial statements requires
the use of certain critical accounting estimates (in
conformity with AASB's).

It also requires Council management to exercise their
judgement in the process of applying Council’s
accounting policies.

(vi) Financial Statements Presentation

The Council has applied the revised AASB 101,

Presentation of Financial Statements which
became effective on 1 January 2009.

page 9



Holroyd City Council

Notes to the Financial Statements
for the financial year ended 30 June 2010

Financial Statements 2010

Note 1. Summary of Significant Accounting Policies (continued)

The revised standard requires the separate
presentation of a statement of comprehensive
income and a statement of changes in equity.

All non-owner changes in equity must now be
presented in the statement of comprehensive
income.

As a consequence, the Council had to change the
presentation of its financial statements.

Comparative information has been re-presented so
that it is also in conformity with the revised standard.

(b) Revenue recognition

Council recognises revenue when the amount of
revenue can be reliably measured, it is probable that
future economic benefits will flow to the entity and
specific criteria have been met for each of the
Council’s activities as described below.

Council bases any estimates on historical results,
taking into consideration the type of customer, the
type of transaction and the specifics of each
arrangement.

Revenue is measured at the fair value of the
consideration received or receivable.

Revenue is measured on major income categories
as follows:

Rates, Annual Grants and
Contributions

Charges,

Rates, annual charges, grants and contributions
(including developer contributions) are recognised
as revenues when the Council obtains control over
the assets comprising these receipts.

Control over assets acquired from rates and annual
charges is obtained at the commencement of the
rating year as it is an enforceable debt linked to the
rateable property or, where earlier, upon receipt of
the rates.

A provision for the impairment on rates receivables
has not been established as unpaid rates represent
a charge against the rateable property that will be
recovered when the property is next sold.

Control over granted assets is normally obtained upon
their receipt (or acquittal) or upon earlier notification
that a grant has been secured, and is valued at their
fair value at the date of transfer.

Income from Contributions is recognised when the
Council either obtains control of the contribution or the
right to receive it, (i) it is probable that the economic
benefits comprising the contribution will flow to the
Council and (ii) the amount of the contribution can be
measured reliably.

Where grants or contributions recognised as revenues
during the financial year were obtained on condition
that they be expended in a particular manner or used
over a particular period and those conditions were
undischarged at balance date, the unused grant or
contribution is disclosed in Note 3(g).

Note 3(g) also discloses the amount of unused grant
or contribution from prior years that was expended on
Council’s operations during the current year.

The Council has obligations to provide facilities from
contribution revenues levied on developers under the
provisions of S94 of the EPA Act 1979.

Whilst Council generally incorporates these amounts
as part of a Development Consents Order, such
developer contributions are only recognised as
income upon their physical receipt by Council, due to
the possibility that individual Development Consents
may not be acted upon by the applicant and
accordingly would not be payable to Council.

Developer contributions may only be expended for the
purposes for which the contributions were required
but the Council may apply contributions according to
the priorities established in work schedules.

A detailed Note relating to developer contributions can
be found at Note 17.

User Charges, Fees and Other Income

User charges, fees and other income (including
parking fees and fines) are recognised as revenue
when the service has been provided, the payment is
received, or when the penalty has been applied,
whichever first occurs.

A provision for the impairment of these receivables is

recognised when collection in full is no longer
probable.

page 10



Holroyd City Council

Notes to the Financial Statements
for the financial year ended 30 June 2010

Financial Statements 2010

Note 1. Summary of Significant Accounting Policies (continued)

A liability is recognised in respect of revenue that is
reciprocal in nature to the extent that the requisite
service has not been provided as at balance date.
Sale of Infrastructure, Plant and
Equipment

Property,

The profit or loss on sale of an asset is determined
when control of the asset has irrevocably passed to
the buyer.

Interest and Rents

Rents are recognised as revenue on a proportional
basis when the payment is due, the value of the
payment is notified, or the payment is received,
whichever first occurs.

Interest Income from Cash & Investments is
accounted for using the Effective Interest method in
accordance with AASB 139.

(c) Principles of Consolidation

These financial statements incorporate (i) the assets
and liabilities of Council and any entities (or
operations) that it controls (as at 30/6/10) and (ii) all
the related operating results (for the financial year
ended the 30th June 2010).

The financial statements also include Council’s
share of the assets, liabilities, income and expenses
of any Jointly Controlled Operations under the
appropriate headings.

In the process of reporting on Council’s activities as
a single unit, all inter-entity year end balances and
reporting period transactions have been eliminated
in full between Council and its controlled entities.

(i) The Consolidated Fund

In accordance with the provisions of Section 409(1)
of the LGA 1993, all money and property received by
Council is held in the Council’'s Consolidated Fund
unless it is required to be held in the Council’s Trust
Fund.

The Consolidated Fund and other entities through
which the Council controls resources to carry on its
functions have been included in the financial
statements forming part of this report.

The following entities have been included as part of
the Consolidated Fund:

=  General Purpose Operations
= Park Committees

(i) The Trust Fund

In accordance with the provisions of Section 411 of
the Local Government Act 1993 (as amended), a
separate and distinct Trust Fund is maintained to
account for all money and property received by the
Council in trust which must be applied only for the
purposes of or in accordance with the trusts relating to
those monies.

Trust monies and property subject to Council’s control
have been included in these statements.

Trust monies and property held by Council but not
subject to the control of Council, have been excluded
from these statements.

A separate statement of monies held in the Trust
Fund is available for inspection at the Council office
by any person free of charge.

(iii) Joint Venture Entities
Jointly Controlled Assets & Operations

The proportionate interests in the assets, liabilities
and expenses of a Joint Venture Activity have been
incorporated throughout the financial statements
under the appropriate headings.

Jointly Controlled Entities

Any interests in Joint Venture Entities & Partnerships
are accounted for using the equity method and is
carried at cost.

Under the equity method, the share of the profits or
losses of the partnership is recognised in the income
statement, and the share of movements in retained
earnings & reserves is recognised in the balance
sheet.

(iv) Associated Entities
Where Council has the power to participate in the
financial and operating decisions (of another entity),

ie. where Council is deemed to have “significant
influence” over the other entities operations but
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Holroyd City Council

Notes to the Financial Statements
for the financial year ended 30 June 2010

Financial Statements 2010

Note 1. Summary of Significant Accounting Policies (continued)

neither controls nor jointly controls the entity, then
Council accounts for such interests using the Equity
Method of Accounting — in a similar fashion to Joint
Venture Entities & Partnerships.

Such entities are usually termed Associates.

(v) County Councils

Council is not a member of any County Councils.

(vi) Additional Information

Note 19 provides more information in relation to

Joint Venture Entities, Associated Entities and Joint
Venture Operations where applicable.

(d) Leases

All Leases entered into by Council are reviewed and
classified on inception date as either a Finance
Lease or an Operating Lease.

Finance Leases

Leases of property, plant and equipment where the
Council has substantially all the risks and rewards of
ownership are classified as finance leases.

Council does not have any finance leases

Operating Leases

Leases in which a significant portion of the risks and
rewards of ownership are retained by the lessor are
classified as operating leases.

Payments made under operating leases (net of any
incentives received from the lessor) are charged to
the income statement on a straight-line basis over

the period of the lease.

Lease income from operating leases is recognised in
income on a straight-line basis over the lease term.

(e) Cash and Cash Equivalents
Cash and cash equivalents includes;

= cash on hand,

= deposits held at call with financial institutions,

= other short-term, highly liquid investments with
original maturities of three months or less that
are readily convertible to known amounts of cash
and which are subject to an insignificant risk of
changes in value, and

= bank overdrafts.

Bank overdrafts are shown within borrowings in
current liabilities on the balance sheet but are
incorporated into Cash & Cash Equivalents for
presentation of the Cash Flow Statement.

(f) Investments and Other Financial Assets
Council (in accordance with AASB 139) classifies
each of its investments into one of the following

categories for measurement purposes:

= financial assets at fair value through profit or
loss,

= Joans and receivables,

held-to-maturity investments, and

available-for-sale financial assets.

Each classification depends on the purpose/intention
for which the investment was acquired & at the time it
was acquired.

Management determines each Investment
classification at the time of initial recognition and re-
evaluates this designation at each reporting date.

(i) Financial assets at fair value through profit
or loss

Financial assets at fair value through profit or loss
include financial assets that are “held for trading”.

A financial asset is classified in the “held for trading”
category if it is acquired principally for the purpose of
selling in the short term.

Assets in this category are primarily classified as
current assets as they are primarily held for trading
&/or are expected to be realised within 12 months of
the balance sheet date.
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Holroyd City Council

Notes to the Financial Statements
for the financial year ended 30 June 2010

Financial Statements 2010

Note 1. Summary of Significant Accounting Policies (continued)

(if) Loans and receivables

Loans and receivables are non derivative financial
assets with fixed or determinable payments that are
not quoted in an active market.

They arise when the Council provides money, goods
or services directly to a debtor with no intention (or in
some cases ability) of selling the resulting
receivable.

They are included in current assets, except for those
with maturities greater than 12 months after the
balance sheet date which are classified as non-
current assets.

(iii) Held-to-maturity investments

Held-to-maturity investments are non-derivative
financial assets with fixed or determinable payments
and fixed maturities that the Council’s management
has the positive intention and ability to hold to
maturity.

In contrast to the “Loans & Receivables”
classification, these investments are generally
quoted in an active market.

Held-to-maturity financial assets are included in non-
current assets, except for those with maturities less
than 12 months from the reporting date, which are
classified as current assets.

(iv) Available-for-sale financial assets

Available-for-sale  financial assets are non-
derivatives that are either designated in this category
or not classified in any of the other categories.

Investments must be designated as available-for-
sale if they do not have fixed maturities and fixed or
determinable payments and management intends to
hold them for the medium to long term.

Accordingly, this classification principally comprises
marketable equity securities, but can include all
types of financial assets that could otherwise be
classified in one of the other investment categories.

They are generally included in non-current assets
unless management intends to dispose of the
investment within 12 months of the balance sheet
date or the term to maturity from the reporting date is
less than 12 months.

Financial Assets — Reclassification

Council may choose to reclassify a non-derivative
trading financial asset out of the held-for-trading
category if the financial asset is no longer held for the
purpose of selling it in the near term.

Financial assets other than loans and receivables are
permitted to be reclassified out of the held-for-trading
category only in rare circumstances arising from a
single event that is unusual and highly unlikely to
recur in the near term.

Council may also choose to reclassify financial assets
that would meet the definition of loans and
receivables out of the held-for-trading or available-for-
sale categories if it has the intention and ability to hold
these financial assets for the foreseeable future or
until maturity at the date of reclassification.

Reclassifications are made at fair value as of the
reclassification date. Fair value becomes the new cost
or amortised cost as applicable, and no reversals of
fair value gains or losses recorded before
reclassification date are subsequently made.

Effective interest rates for financial assets reclassified
to loans and receivables and held-to-maturity
categories are determined at the reclassification date.
Further increases in estimates of cash flows adjust
effective interest rates prospectively.

General Accounting & Measurement of Financial
Instruments:

(i) Initial Recognition

Investments are initially recognised (and measured) at
fair value, plus in the case of investments not at “fair
value through profit or loss”, directly attributable
transactions costs

Purchases and sales of investments are recognised
on trade-date - the date on which the Council commits
to purchase or sell the asset.

Financial assets are derecognised when the rights to
receive cash flows from the financial assets have
expired or have been transferred and the Council has
transferred substantially all the risks and rewards of
ownership.
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Holroyd City Council

Notes to the Financial Statements
for the financial year ended 30 June 2010

Financial Statements 2010

Note 1. Summary of Significant Accounting Policies (continued)

(ii) Subsequent Measurement

Available-for-sale financial assets and financial
assets at fair value through profit and loss are
subsequently carried at fair value.

Loans and receivables and held-to-maturity
investments are carried at amortised cost using the
effective interest method.

Realised and unrealised gains and losses arising
from changes in the fair value of the financial assets
classified as “fair value through profit or loss”
category are included in the income statement in the
period in which they arise.

Unrealised gains and losses arising from changes in
the fair value of non monetary securities classified
as "available-for-sale™ are recognised in equity in
the available-for-sale investments revaluation
reserve.

When securities classified as "available-for-sale™
are sold or impaired, the accumulated fair value
adjustments are included in the income statement as
gains and losses from investment securities.

Impairment

Council assesses at each balance date whether
there is objective evidence that a financial asset or
group of financial assets is impaired.

In the case of equity securities classified as
available-for-sale, a significant or prolonged decline
in the fair value of a security below its cost is
considered in determining whether the security is
impaired.

If any such evidence exists for available-for-sale
financial assets, the cumulative loss - measured as
the difference between the acquisition cost and the
current fair value, less any impairment loss on that
financial asset previously recognised in profit and
loss - is removed from equity and recognised in the
income statement.

Impairment losses recognised in the income
statement on equity instruments are not reversed
through the income statement.

(iii) Types of Investments

Council has an approved Investment Policy in order to
undertake its investment of money in accordance with
(and to comply with) Section 625 of the Local
Government Act and S212 of the LG (General)
Regulation 2005.

Investments are placed and managed in accordance
with the Policy and having particular regard to
authorised investments prescribed under the Local
Government Investment Order.

Council maintains its investment Policy in compliance
with the Act and ensures that it or its representatives
exercise care, diligence and skill that a prudent
person would exercise in investing Council funds.

Council amended its policy following revisions to the
Investment Order arising from the Cole Inquiry
recommendations. Certain investments the Council
holds are no longer prescribed (eg. managed funds,
CDOs, and equity linked notes), however they have
been retained under grandfathering provisions of the
Order.

These will be disposed of when most financially
advantageous to Council.

(g) Fair value estimation

The fair value of financial assets and financial
liabilities must be estimated for recognition and
measurement or for disclosure purposes.

The fair value of financial instruments traded in active
markets is based on quoted market prices at the
balance sheet date.

The fair value of financial instruments that are not
traded in an active market is determined using
valuation techniques.

Council uses a variety of methods and makes
assumptions that are based on market conditions
existing at each balance date.

Quoted market prices or dealer quotes for similar
instruments are used for long-term debt instruments
held.

If the market for a financial asset is not active (and for
unlisted securities), the Council establishes fair value
by using valuation techniques.
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Note 1. Summary of Significant Accounting Policies (continued)

These include reference to the fair values of recent

arm’s length transactions, involving the same
instruments or other instruments that are
substantially the same, discounted cash flow

analysis, and option pricing models refined to reflect
the issuer’s specific circumstances.

The nominal value less estimated credit adjustments
of trade receivables and payables are assumed to
approximate their fair values.

The fair value of financial liabilities for disclosure
purposes is estimated by discounting the future
contractual cash flows at the current market interest
rate that is available to the Council for similar
financial instruments.

(h) Receivables

Receivables are initially recognised at fair value and
subsequently measured at amortised cost, less any
provision for impairment.

Receivables (excluding Rates & Annual Charges)
are generally due for settlement no more than 30
days from the date of recognition.

The collectibility of receivables is reviewed on an
ongoing basis. Debts which are known to be
uncollectible are written off in accordance with
Council’s policy.

A provision for impairment (ie. an allowance
account) relating to receivables is established when
there is objective evidence that the Council will not
be able to collect all amounts due according to the
original terms of each receivable.

The amount of the provision is the difference
between the asset’s carrying amount and the
present value of estimated future cash flows,
discounted at the effective interest rate.

Impairment losses are recognised in the Income
Statement within other expenses.

When a receivable for which an impairment
allowance had been recognised becomes
uncollectible in a subsequent period, it is written off
against the allowance account.

Subsequent recoveries of amounts previously written
off are credited against other expenses in the income
statement.

(i) Inventories

Raw Materials and Stores, Work in Progress and
Finished Goods

Raw materials and stores, work in progress and
finished goods in respect of business undertakings
are all stated at the lower of cost and net realisable
value.

Cost comprises direct materials, direct labour and an
appropriate proportion of variable and fixed overhead
expenditure, the latter being allocated on the basis of
normal operating capacity.

Costs are assigned to individual items of inventory on
the basis of weighted average costs.

Net realisable value is the estimated selling price in
the ordinary course of business less the estimated
costs of completion and the estimated costs
necessary to make the sale.

Inventories held in respect of non-business
undertakings have been valued at cost subject to
adjustment for loss of service potential.

Land Held for Resale/Capitalisation of Borrowing
Costs

Land held for resale is stated at the lower of cost and
net realisable value.

Cost is assigned by specific identification and includes
the cost of acquisition, and development and
borrowing costs during development.

When development is completed borrowing costs and
other holding charges are expensed as incurred.

Borrowing costs included in the cost of land held for
resale are those costs that would have been avoided
if the expenditure on the acquisition and development
of the land had not been made.

Borrowing costs incurred while active development is

interrupted for extended periods are recognised as
expenses.
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Note 1. Summary of Significant Accounting Policies (continued)

(j) Infrastructure, Property, Plant and
Equipment (I,PP&E)

Acquisition of assets

Council’s non current assets are being progressively
revalued to fair value in accordance with a staged
implementation as advised by the Division of Local
Government.

At balance date, the following classes of |,PP&E
were stated at their Fair Value;

- Investment Properties — refer Note 1(p),
- Operational Land (External Valuation)

- Buildings — Specialised/Non Specialised
(External Valuation)

- Plant and Equipment (as approximated by depreciated
historical cost)

- Roads Assets incl. roads, bridges & footpaths
(Internal Valuation)

- Drainage Assets (Internal Valuation)

The only remaining asset class that is to revalued in
a future reporting period is;

- 2010/11: Community land, land improvements,
other structures and other assets

Until the designated future reporting periods, the
above remaining asset class is stated at cost (or
deemed cost) less accumulated depreciation and
any accumulated impairment losses.

Initial Recognition

On initial recognition, an assets cost is measured at
its fair value, plus all expenditure that is directly
attributable to the acquisition.

Where settlement of any part of an asset’'s cash
consideration is deferred, the amounts payable in
the future are discounted to their present value as at
the date of recognition (ie. date of exchange) of the
asset to arrive at fair value.

The discount rate used is the Council’s incremental
borrowing rate, being the rate at which a similar

borrowing could be obtained from an independent
financier under comparable terms and conditions.

Where infrastructure, property, plant and equipment
assets are acquired for no cost or for an amount other
than cost, the assets are recognised in the financial
statements at their fair value at acquisition date -
being the amount that the asset could have been
exchanged between knowledgeable willing parties in
an arm’s length transaction.

Subsequent costs

Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as
appropriate, only when it is probable that future
economic benefits associated with the item will flow to
Council and the cost of the item can be measured
reliably.

All other repairs and maintenance are charged to the
income statement during the financial period in which
they are incurred.

Asset Revaluations (including Indexation)

In accounting for Asset Revaluations relating to
Infrastructure, Property, Plant & Equipment:

= Increases in the carrying amounts arising on
revaluation are credited to the asset revaluation
reserve.

= To the extent that the increase reverses a
decrease previously recognised via the profit or
loss, then increase is first recognised in profit or
loss.

= Decreases that reverse previous increases of the
same asset are first charged against revaluation
reserves directly in equity to the extent of the
remaining reserve attributable to the asset, with all
other decreases charged to the Income statement.

Water and sewerage network assets are indexed
annually between full revaluations in accordance with
the latest indices provided in the NSW Office of Water
Rates Reference Manual.

For all other assets, Council assesses at each
reporting date whether there is any indication that a
revalued asset’s carrying amount may differ materially
from that which would be determined if the asset were
revalued at the reporting date.
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If any such indication exists, Council determines the
asset’s fair value and revalues the asset to that
amount.

Full revaluations are undertaken for all assets on a 5
year cycle.

Capitalisation Thresholds
ltems of infrastructure, property, plant and

equipment are not capitalised unless their cost of
acquisition exceeds the following;

Land
- council land 100% Capitalised
- open space 100% Capitalised

- land under roads (purchases after 30/6/08) 100% Capitalised

Plant & Equipment

Office Furniture > $5,000
Office Equipment > $5,000
Other Plant &Equipment > $5,000
Buildings & Land Improvements

Park Furniture & Equipment > $5,000
Building

- construction/extensions 100% Capitalised
- renovations > $5,000
Other Structures > $5,000
Stormwater Assets

Drains & Culverts > $5,000
Other > $5,000
Transport Assets

Road construction & reconstruction > $5,000
Reseal/Re-sheet & major repairs: > $5,000
Bridge construction & reconstruction > $5,000

Depreciation

Depreciation on Council's infrastructure, property,
plant and equipment assets is calculated using the
straight line method in order to allocate an assets
cost (net of residual values) over its estimated useful
life.

Land is not depreciated.

Estimated useful lives for Council's |, PP&E include:

Plant & Equipment

- Office Equipment 5to 10 years

- Office furniture 10 to 20 years
- Computer Equipment 5 years

- Vehicles 5 to 8 years

- Heavy Plant/Road Making equip. 5to 8 years

- Other plant and equipment 5to 15 years

Other Equipment
- Playground equipment
- Benches, seats etc

5 to 15 years
10 to 20 years

Buildings

- Buildings : Masonry 50 to 100 years

Stormwater Drainage

- Drains & Culverts 50 to 100 years

Transportation Assets
- Roads & Footpaths
- Bridges : Concrete

50 to 100 years
50 to 100 years

All asset residual values and useful lives are reviewed
and adjusted (where appropriate), at each balance
sheet date.

An asset’s carrying amount is written down
immediately to its recoverable amount if the asset’s
carrying amount is greater than its estimated
recoverable amount — refer Note 1(s) on Asset
Impairment.

Disposal and De-recognition

An item of property, plant and equipment is
derecognised upon disposal or when no further future
economic benefits are expected from its use or
disposal.

Any gain or loss arising on derecognition of the asset
(calculated as the difference between the net disposal
proceeds and the carrying amount of the asset) is
included in Council’s Income Statement in the year
the asset is derecognised.
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Note 1. Summary of Significant Accounting Policies (continued)

(k) Land

Land (other than Land under Roads) is in
accordance with Part 2 of Chapter 6 of the Local
Government Act (1993) classified as either
Operational or Community.

This classification of Land is disclosed in Note 9(a).

(I) Land under roads

Land under roads is land under roadways and road
reserves including land under footpaths, nature
strips and median strips.

Council has elected not to recognise land under
roads acquired before 1 July 2008 in accordance
with AASB 1051.

Land under roads acquired after 1 July 2008 is
recognised in accordance with AASB 116 -
Property, Plant and Equipment.

Council will review the recognition of all land under
roads when the valuation methodology has been
determined by the industry and is, in the meantime,
collecting the necessary physical data to undertake
the valuation.

(m) Intangible Assets
IT Development and Software

Costs incurred in developing products or systems
and costs incurred in acquiring software and
licenses that will contribute to future period financial
benefits through revenue generation and/or cost
reduction are capitalised to software and systems.
Costs capitalised include external direct costs of
materials and service, direct payroll and payroll
related costs of employees’ time spent on the
project.

Amortisation is calculated on a straight line bases
over periods generally ranging from 3 to 5 years.

IT development costs include only those costs
directly attributable to the development phase and
are only recognised following completion of technical
feasibility and where Council has an intention and
ability to use the asset.

(n) Crown Reserves

Crown Reserves under Council’s care and control are
recognised as assets of the Council.

While ownership of the reserves remains with the
Crown, Council retains operational control of the
reserves and is responsible for their maintenance and
use in accordance with the specific purposes to which
the reserves are dedicated.

Improvements on Crown Reserves are also recorded
as assets, while maintenance costs incurred by
Council and revenues relating the reserves are
recognised within Council’s Income Statement.

Representations are currently being sought across
State and Local Government to develop a consistent
accounting treatment for Crown Reserves across both
tiers of government.

(o) Rural Fire Service assets

Council does not have any Rural Fire Service assets.

(p) Investment property

Investment property comprises land &/or buildings
that are principally held for long-term rental yields,
capital gains or both that is not occupied by Council.

Investment property is carried at fair value.

Annual changes in the fair value of Investment
Properties are recorded in the Income Statement as
part of “Other Income”.

Full revaluations are carried out every three years
with an appropriate index utilised each year in
between the full revaluations.

The last full revaluation for Council’'s Investment
Properties was dated 30 June 2009.

(q) Provisions for close down, restoration
and for environmental clean up costs —
including Tips and Quarries
Council does not require any provisions for these
items.
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(r) Non-Current Assets (or Disposal Groups)
“Held for Sale” & Discontinued
Operations

Coiuncil does not require any provisions for “Held for
Sale” and Discontinued Operations.

(s) Impairment of assets

All Council's |,PP&E is subject to an annual
assessment of impairment.

Assets that are subject to amortisation are reviewed
for impairment whenever events or changes in
circumstances indicate that the carrying amount may
not be recoverable.

An impairment loss is recognised for the amount by
which the asset's carrying amount exceeds its
recoverable amount.

The recoverable amount is the higher of an asset’s
fair value less costs to sell and value in use.

For non-cash generating assets of Council such as
roads, drains, public buildings etc - value in use is
represented by the “deprival value” of the asset
which is approximated as it's written down
replacement cost.

Other assets are tested for impairment whenever
events or changes in circumstances indicate that the
carrying amount may not be recoverable.

Goodwill and other Intangible Assets that have an
indefinite useful life and are not subject to
amortisation are tested annually for impairment.

(t) Payables
These amounts represent liabilities and include
goods and services provided to the Council prior to

the end of financial year which are unpaid.

The amounts for goods and services are unsecured
and are usually paid within 30 days of recognition.

(u) Borrowings

Borrowings are initially recognised at fair value, net of
transaction costs incurred.

Borrowings are subsequently measured at amortised
cost.

Amortisation results in any difference between the
proceeds (net of transaction costs) and the
redemption amount being recognised in the Income
Statement over the period of the borrowings using the
effective interest method.

Borrowings are removed from the balance sheet when
the obligation specified in the contract is discharged,
cancelled or expired.

Borrowings are classified as current liabilities unless
the Council has an unconditional right to defer
settlement of the liability for at least 12 months after
the balance sheet date.

(v) Borrowing costs

Borrowing costs are expensed

(w) Provisions

Provisions for legal claims, service warranties and
other like liabilities are recognised when:
= Council has a present legal or constructive
obligation as a result of past events;

= jt is more likely than not that an outflow of
resources will be required to settle the obligation;
and

= the amount has been reliably estimated.

Provisions are not recognised for future operating
losses.

Where there are a number of similar obligations, the
likelihood that an outflow will be required in settlement
is determined by considering the class of obligations
as a whole.
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A provision is recognised even if the likelihood of an
outflow with respect to any one item included in the
same class of obligations may be small.

Provisions are measured at the present value of
management’s best estimate of the expenditure
required to settle the present obligation at the
reporting date.

The discount rate used to determine the present
value reflects current market assessments of the
time value of money and the risks specific to the
liability.

The increase in the provision due to the passage of
time is recognised as interest expense.

(x) Employee benefits
(i) Short Term Obligations

Short term employee benefit obligations include
liabilities for wages and salaries (including non-
monetary benefits), annual leave and vesting sick
leave expected to be settled within the 12 months
after the reporting period.

Leave liabilities are recognised in the provision for
employee benefits in respect of employees’ services
up to the reporting date with other short term
employee benefit obligations disclosed under
payables..

These provisions are measured at the amounts
expected to be paid when the liabilities are settled.

Liabilities for non vesting sick leave are recognised
at the time when the leave is taken and measured at
the rates paid or payable, and accordingly no
Liability has been recognised in these reports.

Wages & salaries, annual leave and vesting sick
leave are all classified as Current Liabilities.

(ii) Other Long Term Obligations

The liability for all long service and annual leave
(which is not expected to be settled within the 12
months after the reporting period) are recognised in
the provision for employee benefits in respect of
services provided by employees up to the reporting
date.

These liabilities are measured at the present value of
the expected future payments to be made using the
projected unit credit method.

Consideration is given to expected future wage and
salary levels, experience of employee departures and
periods of service.

Expected future payments are discounted using
market yields at the reporting date on national
government bonds with terms to maturity and
currency that match as closely as possible, the
estimated future cash outflows.

Due to the nature of when and how Long Service
Leave can be taken, all Long Service Leave for
employees with 4 or more years of service has been
classified as Current, as it has been deemed that
Council does not have the unconditional right to defer
settlement beyond 12 months — even though it is not
anticipated that all employees with more than 4 years
service (as at reporting date) will apply for and take
their leave entitlements in the next 12 months.

(iii) Retirement benefit obligations

All employees of the Council are entitled to benefits
on retirement, disability or death.

Council contributes to various defined benefit plans
and defined contribution plans on behalf of its
employees.

Defined Benefit Plans

A liability or asset in respect of defined benefit
superannuation plans would ordinarily be recognised
in the balance sheet, and measured as the present
value of the defined benefit obligation at the reporting
date plus unrecognised actuarial gains (less
unrecognised actuarial losses) less the fair value of
the superannuation fund’s assets at that date and any
unrecognised past service cost.

The present value of the defined benefit obligation is
based on expected future payments which arise from
membership of the fund to the reporting date,
calculated annually by independent actuaries using
the projected unit credit method. Consideration is
given to expected future wage and salary levels,
experience of employee departures and periods of
service.
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However, when this information is not reliably
available, Council can account for its obligations to
defined benefit plans on the same basis as its
obligations to defined contribution plans — i.e. as an
expense when they become payable.

Council is party to an Industry Defined Benefit Plan
under the Local Government Superannuation
Scheme, named the “Local Government
Superannuation Scheme — Pool B”

This Scheme has been deemed to be a “multi
employer fund” for the purposes of AASB 119.

Sufficient information is not available to account for
the Scheme as a defined benefit plan (in accordance
with AASB 119) because the assets to the scheme
are pooled together for all Councils.

Accordingly, Council’'s contributions to the scheme
for the current reporting year have been recognised
as an expense and disclosed as part of
Superannuation Expenses at Note 4(a).

The Local Government Superannuation Scheme has
advised member councils that, as a result of the
global financial crisis, it has a significant deficiency
of assets over liabilities amounting to around $286
million at 30 June 2010.

As a result, they have asked for significant increases
in future contributions to recover that deficiency.

Council’'s share of that deficiency cannot be
accurately calculated as the Scheme is a mutual
arrangement where assets and liabilities are pooled
together for all member councils.

For this reason, no liability for the deficiency has
been recognised in these financial statements.

Council has, however, disclosed a contingent liability
in note 18 to reflect the possible obligation that may
arise should the Scheme require immediate payment
to correct the deficiency.

Defined Contribution Plans

Contributions to Defined Contribution Plans are
recognised as an expense as they become payable.
Prepaid contributions are recognised as an asset to
the extent that a cash refund or a reduction in the
future payments is available.

(iv) Employee Benefit On-Costs

Council has recognised at year end the aggregate on-
cost liabilities arising from employee benefits, and in
particular those on-cost liabilities that will arise when
payment of current employee benefits is made in
future periods.

These amounts include Superannuation and Workers
Compensation expenses which will be payable upon
the future payment of certain Leave Liabilities accrued
as at 30/6/10.

(y) Self insurance

Council has determined to self-insure for various risks
including public liability and professional indemnity.

A provision for self-insurance has been made to
recognise outstanding claims the amount of which is
detailed in Note10.

Council also maintains cash and investments to meet
expected future claims and these are detailed in
Note6(c).

(z) Allocation between current and
non-current assets & liabilities

In the determination of whether an asset or liability is
classified as current or non-current, consideration is
given to the time when each asset or liability is
expected to be settled.

The asset or liability is classified as current if it is
expected to be settled within the next 12 months,
being the Council’s operational cycle.

Exceptions

In the case of liabilities where Council does not have
the unconditional right to defer settlement beyond 12
months (such as vested long service leave), the
liability is classified as current even if not expected to
be settled within the next 12 months.

In the case of inventories that are “held for trading”,

these are also classified as current even if not
expected to be realised in the next 12 months.
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(aa) Taxes

The Council is exempt from both Commonwealth
Income Tax and Capital Gains Tax.

Council does however have to comply with both
Fringe Benefits Tax and Goods and Services Tax
(GST).

Goods & Services Tax (GST)

Income, expenses and assets are all recognised net
of the amount of GST, except where the amount of
GST incurred is not recoverable from the Australian
Tax Office (ATO).

In these circumstances the GST is recognised as
part of the cost of acquisition of the asset or as part
of the revenue / expense.

Receivables and payables within the Balance Sheet
are stated inclusive of any applicable GST.

The net amount of GST recoverable from or payable
to the ATO is included as a current asset or current
liability in the Balance Sheet.

Operating cash flows within the Cash Flow
Statement are on a gross basis, ie. they are
inclusive of GST where applicable.

Investing and Financing cash flows are treated on a
net basis (where recoverable form the ATO), ie. they
are exclusive of GST. Instead, the GST component
of investing and financing activity cash flows which
are recoverable from or payable to the ATO are
classified as operating cash flows.

Commitments and contingencies are disclosed net
of the amount of GST recoverable from (or payable
to) the ATO.

(ab) New accounting standards and UIG
interpretations

Certain new (or amended) accounting standards and
interpretations have been published that are not
mandatory for reporting periods ending 30 June
2010.

Council has not adopted any of these standards
early.

Council's assessment of the impact of these new
standards and interpretations is set out below.

Applicable to Local Government with implications:

AASB 9 Financial Instruments and AASB 2009-11
Amendments to Australian Accounting Standards
arising from AASB 9 (effective from 1 January
2013)

AASB 9 Financial Instruments addresses the
classification and measurement of financial assets
and is likely to affect Council’s accounting for its
financial assets.

The standard is not applicable until 1 January 2013
but is available for early adoption.

Council is yet to assess its full impact.

However, initial indications are that it may affect
Council’s accounting for its available-for-sale financial
assets, since AASB 9 only permits the recognition of
fair value gains and losses in other comprehensive
income if they relate to equity investments that are not
held for trading.

Fair value gains and losses on available-for-sale debt
investments, for example, will therefore have to be
recognised directly in profit or loss.

Applicable to Local Government but no
implications for Council;

AASB 2009-8 Amendments to Australian
Accounting Standards - Group Cash-Settled
Share-based Payment Transactions [AASB 2]
(effective from 1 January 2010)

The amendments made by the AASB to AASB 2
confirm that an entity receiving goods