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The Council of the City Of Cockburn 
 

Ordinary Council Meeting 
Thursday, 8 December 2022 at 7pm 

 

Addendum Agenda Paper 
 

19. New Business of an Urgent Nature Introduced by Members or 
Officers 

19.1 Financial Report and Audit Results for City of Cockburn Year Ending 30 
June 2022 

 Responsible 
Executive 

Acting Chief Financial Officer  

 Author Acting Chief Financial Officer  

 Attachments 1. Annual Financial Report 2022 ⇩   
2. Auditor's Report 2022 ⇩   
3. Draft Audit Opinion for the year ended 30 June 2022 

(Confidential)   
4. Management Letter (Confidential)    

 

Officer Recommendation/Committee Decision 
That Council: 

(1) ADOPTS the Annual Financial Report for the year ended 30 June 2022;  

(2) RECEIVES the Auditor’s Report for the year ended 30 June 2022; 

(3) RECEIVES the draft Audit Opinion for the year ended 30 June 2022, as issued 
by the Office of the Auditor General; and 

(4) RECEIVES the Management Letter for the year ended 30 June 2022.  

as attached to the Agenda. 

 
Background 
 
Section 5.54 of the Local Government Act 1995 requires Council to accept the 
Annual Report for a financial year no later than 31 December after that financial year.  
 
Section 5.53 requires that the Annual Report contains the Financial Report (prepared 
under Section 6.4) and the Auditor’s Report (prepared under Section 7.9) for that 
financial year. 
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Regulation 9 (2) of the Local Government (Audit) Regulations 1996 states that the 
principal objective of the external audit is for the auditor to carry out such work as is 
necessary to form an opinion as to whether: the accounts are properly kept; and that 
the Annual Financial Report: 
 

 is prepared in accordance with financial records 

 represents fairly the results of the operations of the Local Government at 30 June 
in accordance with Australian Accounting Standards and the Local Government 
Act 1995. 

 
Section 7.12A of the Local Government Act 1995 requires Local Governments to 
meet with the auditor at least once in every year and to:  
 

 examine an Audit Report received by the Local Government 

 determine if any matters raised by the audit report require action to be taken by 
the Local Government 

 ensure that appropriate action is taken in respect of those matters. 
 
The Terms of Reference for the Audit, Risk & Compliance Committee (ARC) requires 
it to examine the City’s audited annual financial report and follow up any matters 
raised by audit to ensure appropriate action is taken in respect of those matters.  
 
The Office of the Auditor General (OAG) has tendered out the performance of the 
City’s audit, with KPMG having been the audit contractor since completing the 2019 
audit. 
 
The audit plan for 2022 was presented at the 28 July meeting of this Committee, and 
the Auditor’s Report has been prepared on that basis.  
 
Key aspects of the audit included assessing the effectiveness of management 
internal controls, and the appropriateness of the City’s accounting policies, 
disclosures, and accounting estimates.  
 
This audit work enables the OAG to express an opinion regarding the City’s 2022 
financial statements. The auditor is attending the meeting to present their audit report 
and discuss any issues raised in the report.  
 
Submission 
 
N/A 
 
Report 
 
2022 Annual Financial Report 
 
The Annual Financial Report being presented to the ARC contains a detailed set of 
financial statements and supporting notes, prepared in accordance with legislation 
and Australian Accounting Standards. These are discussed and analysed below. 
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Statement of Comprehensive Income 
 
The City’s net result (before other comprehensive income) was $51.82 million, 
$36.20 million higher than the year before. Other comprehensive income from asset 
revaluations of $169.21 million increases total comprehensive income to $221.03 
million for the year (+$183.15 million).  
 
Operating revenue of $170.62 million was up $14.88 million (+9.6%) on last year.   
 
The main contributors to this result were: 
 

 Fees and Charges up $9.90 million (+32.7%) to $40.18 million, primarily due to 
landfill revenue up by $8.69 million (+233.9%) to $15.18 million. 

 Rates revenue was up $4.58 million (+4.2%) to $112.88 million, including the 
annual rates increase of 1.5% and growth in number of rateable properties.  
 

Operating expenditure for the year of $160.06 million was up $5.06 million (+3.3%) 
on the previous year. The main contributors were: 
 

 Employee costs, the City’s biggest operational expense, were up $1.39 million 
(+2.2%) to $64.23 million. This reflected annual salary increases (including 
enterprise agreement increase of 2.0%), as well as growth in the City’s workforce 
(less any savings from vacant positions).  

 Materials and contract costs were up by $0.75 million (+2.1%) to $36.75 million, 
representing contract price increases offset by lower costs in some areas 
(childcare, environmental management). 

 Insurance expenses were up $1.32 million (+78.4%) to $3.0 million, mostly due to 
an extra $1.19 million for prior year workers compensation adjustments relating 
to outstanding claims.  

 Other Expenses were up $5.01 million on last year to $13.74 million (+$57.3%), 
mainly due to landfill levy payments increasing by $4.48 million to $10.08 million 
(+79.9%) in line with higher tonnage volumes. 

 Combined Depreciation & Amortisation expenses (non-cash) of $35.10 million 
were down a net $3.46 million (-9.0%) on the previous year: 

o Depreciation on fixed assets of $33.24 million was lower by $2.34 million (-

6.6%) on last year, driven by asset revaluations completed at 30 June 2021. 

o Amortisation of landfill related assets was $1.12 million lower at $1.86 million, 

reflecting an adjustment of $1.23 million to the landfill rehabilitation asset for 
cell 6 (fully capped and closed off). 

 
Non-operating grants, subsidies, and contributions of $39.52 million were up $18.27 
million (+85.9%) from last year:  
 

 included an additional $10.55 million in capital grant funding  

 $5.71 million from a change in treatment for the recognition of POS cash in lieu 
contributions  
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 $4.21 million saving from no ceded land payments, less a $3.42 million reduction 
in gifted development assets.   

 
Net profit from asset sales was up $1.58 million on last year, due to higher profit 
realised from the sale of land (+$1.34 million).  
 
Statement of Financial Position 
 
The City’s net assets and total equity increased year on year by $221.03 million to 
$1,578 million (+16.3%).  
 
This reflects total assets of $1,677 million (+$211.27 million) and total liabilities of 
$98.32 million (-$9.76 million). 
 
Current assets decreased year on year by $88.03 million to $126.29 million, primarily 
due to a reduction in term deposits being placed for periods under one year.  
 
The increase in non-current assets by $299.30 million to $1,550.85 million was 
mostly attributable to: 
 

 $208.37 million increase in the value of infrastructure assets (mostly due to the 
revaluation of roads and parks infrastructure). 

 an increase in non-current term deposits held (+$100.96 million).  

 Intangible assets of $19.01 million in last year (landfill rehabilitation asset) were 
reclassified to infrastructure this year based on audit advice.  

 
Current liabilities of $37.71 million were little changed from last year ($37.49 million): 
  

 Trade and other payables were up by $2.28 million to $19.48 million, mostly from 
increased sundry creditors at year end. 

 Employee related provisions of $9.19 million decreased by $0.31 million on last 
year (-$3.3%), reflecting successful leave management strategies.  

 Contract liabilities were down $1.56 million year on year.  

 
Non-current liabilities of $60.61 million fell by $9.98 million from last year.  
 

 Other liabilities reduced by $9.78 million, comprising the change in accounting 
treatment for Public Open Space cash in lieu contributions of $5.42 million (now 
recognised as capital revenue in statement of income), and liabilities associated 
with unspent development contribution plans reducing by $4.36 million to $13.70 
million. 

 Non-current borrowings were down $3.94 million to $7.50 million, reflecting no 
new loans and the ongoing repayment of existing debt (for the Cockburn ARC 
facility).  
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 Other provisions (rehabilitation of landfill site) were up $4.35 million to $36.42 
million, due to a review of the financial model reflecting updated cost and other 
assumptions.  

 Non-current employee related provisions (LSL) were little changed at $1.46 
million.  

 Trade and other payables of $1.53 million decreased by $0.47 million (these 
mostly relating to bonds and deposits held for land developments). 

 
Changes in Equity 
 
The City’s retained surplus increased by $42.17 million over the year to $597.99 
million.  
 
This comprised the net result of $51.82 million less net transfers to financial reserves 
of $9.65 million.   
 
Financial reserves increased from $171.41 million to $181.06 million, with a total 
$51.92 million transferred into reserves during the year less drawdowns of $42.26 
million needed to fund budgeted capital and operating items. 
 
The Asset Revaluation Surplus increased by a net $169.21 million to $799.75 million 
from the revaluation of road related and parks infrastructure.  
 
Total equity for the City is $1.578 billion (+$221.03 million) 
 
Statement of Cash Flows 
 
The City’s net cash inflows from operating activities of $50.84 million were $4.12 
million higher than last year, due to an increase in receipts of $11.79 million, less an 
increase in payments of $7.67 million. 
 
Net cash outflows for investing activities of $29.0 million were down $15.6 million for 
the year.  
 

 Cash outflows for property, plant & equipment (PPE) and infrastructure assets 
were up by $21.85 million,  

 Net cash outflows reduced by $31.83 million on term deposit investments. 

 Cash inflows from non-operating grants and contributions (including POS 
contributions) were up $3.96 million.   

 
Net cash outflows from financing activities of $5.67 million included the repayment of 
$4.03 million in borrowings for the Cockburn ARC and SMRC.  
 
Cash and cash equivalents increased by $16.17 million to $20.78 million during the 
reporting year. This represents the funds held at call and in short-term (less than 
three months) cash deposits as at 30 June 2022.  
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Rate Setting Statement 
 
This statement provides the most insightful view of the City’s financial performance 
for 2022 and demonstrates the municipal budget surplus calculation.  
 
The City’s closing surplus at 30 June 2022 was $11.93 million, up $3.34 million 
compared to last year’s result.  
 
This result includes the $2.50 million surplus built into the FY23 annual budget and 
another $5.56 million for uncompleted capital projects carried forward. This leaves 
$3.87 million of additional surplus to be directed in accordance with Council’s budget 
management policy.  
 
The total amount raised from general rates (i.e. not including specified area rates) 
was up $4.55 million (+4.2%) to $112.30 million.  
 
A unique aspect of the rate setting statement is the inclusion of capital works and 
projects. Capital spending on PPE and infrastructure assets totalled $65.62 million 
for the year (+$18.44 million on last year).  
 
Financial Ratios 
 
The WA Local Government (Financial Management) Regulations 1996 were 
amended in June 2022, removing the requirement for local governments to include 
financial ratios in their annual financial report, and reducing the scope of audit 
reports, from 1 July 2022.  
 
As a result, the previously prescribed seven financial ratios are no longer included in 
the Annual Financial Report, removing the need for audit attestation of the ratios. 
 
These ratios were previously used by the Department of Local Government, Sport 
and Cultural Industries (DLGSC) as a measurement of a Local Government’s overall 
financial health, forming the basis of calculations used for the Financial Health 
Indicator (FHI) displayed on the MyCouncil website. 
 
The DLGSC planned to engage the Western Australian Treasury Corporation to 
review methodology for the FHI and consult with the sector. This will be a clean slate 
approach with the removal of the prescribed ratios.  
 
Proposed 2nd tranche amendments to Local Government (Administration) 
Regulations 1996 aim to prescribe new ratio reporting requirements in the unaudited 
section of the Annual Report. These are for the following three asset ratios from the 
superseded Financial Management Regulations – 50 (1) (b), (c) & (d): 
 

 asset consumption ratio 

 asset renewal funding ratio 

 asset sustainability ratio. 
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Auditor’s Report to the Committee & Management Letter  
 
The Local Government Act 1995 requires the City to meet with the auditor at least 
once in every year and representatives from the OAG and KPMG will attend the 
meeting.  
 
Attached to the agenda is the auditor’s report to the Audit Risk & Compliance 
Committee, prepared by KPMG. This communicates matters of interest required by 
Australian Accounting Standards and any other matters considered to be of interest, 
arising during the completion of the audit. These will be presented and discussed at 
the meeting by the auditors.   
 
The audit management letter contains two issues the auditors identified during audit, 
together with their findings, implications, and audit recommendations. 
 
One has a ‘moderate’ rating while the other is rated ‘minor’. Management comments 
have also been provided for these two issues. 
 
The management letter contains sensitive information and is a confidential 
attachment at the request of the OAG. 
 
Draft Audit Opinion (OAG) 
 
The OAG has issued a draft Independent Auditor’s Report showing a clear 
(unqualified) audit opinion on the City’s 2022 financial report (second year in a row). 
 
A clear audit opinion indicates satisfactory financial controls and that the financial 
report is based on proper accounts, presented fairly, complies with relevant 
legislation and applicable accounting standards, and fairly represents performance 
during the year and the financial position at year end. 
  
The independent auditor’s report will be signed off and issued by the OAG following 
this meeting and after receipt of the signed statement by the CEO for the financial 
report.  
 
The draft independent auditor’s report is also attached to the agenda as a 
confidential item at the request of the OAG.   
 
Strategic Plans/Policy Implications 
 
Listening & Leading 
A community focused, sustainable, accountable and progressive organisation. 
• Best practice Governance, partnerships and value for money. 
 
Budget/Financial Implications 
 
The cost of the quoted external audit is sufficiently covered within the City’s annual 
budget. 
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Legal Implications 
 

 Local Government Act 1995 Sections 5.53, 5.54, 6.4, and Part 7 - Audit  

 Local Government (Audit) Regulations 1996 Regulations 9, 9A and 10 

 Local Government (Financial Management) Regulations 1996 Part 4 - Financial 
Reports  
 

Community Consultation 
 
N/A 
 
Risk Management Implications 
 
It is a requirement under the Local Government Act 1995 for Council to accept the 
City’s Annual Report (including the Financial Report and Auditor’s Report) by no later 
than 31 December each year.  
 
Advice to Proponent(s)/Submitters 
 
N/A 
 
Implications of Section 3.18(3) Local Government Act 1995 
 
Nil 
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