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CITY OF COCKBURN 
 
 

AGENDA TO BE PRESENTED TO THE AUDIT & 
STRATEGIC FINANCE COMMITTEE MEETING TO BE HELD 

ON 
THURSDAY, 19 NOVEMBER 2015 AT 6:00 PM 

 
 
 

1. DECLARATION OF MEETING 

 
 

2. APPOINTMENT OF PRESIDING MEMBER (If required) 

 
 

3. ACKNOWLEDGEMENT OF RECEIPT OF WRITTEN DECLARATION 

 
  

4. APOLOGIES & LEAVE OF ABSENCE 

 
  

5. PUBLIC QUESTION TIME 

 
  

6. DEPUTATIONS & PETITIONS 
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7. CONFIRMATION OF MINUTES 

7.1 (ASFC 19/11/2015) - MINUTES OF THE AUDIT AND STRATEGIC 
FINANCE COMMITTEE MEETING - 16 JULY 2015 

RECOMMENDATION 
That Council adopt the Minutes of the Audit and Strategic Finance 
Committee Meeting held on Thursday, 16 July 2015, be adopted as a 
true and accurate record. 
 
 
 
 
COMMITTEE RECOMMENDATION 
    
 

  
 

8. BUSINESS LEFT OVER FROM THE PREVIOUS MEETING (IF 
ADJOURNED) 

 Nil 
 

9. DECLARATION OF COUNCILLORS WHO HAVE NOT GIVEN DUE 
CONSIDERATION TO MATTERS IN THE BUSINESS PAPER 

  
 

10. COUNCIL MATTERS 

10.1 (ASFC 19/11/2015) - LEGAL PROCEEDINGS BETWEEN COUNCIL 
AND OTHER PARTIES (118/001) (J NGOROYEMOTO) (ATTACH) 

RECOMMENDATION 
That Council receive the report on legal proceedings commenced or 
responded to by the City, during 2014 – 2015 financial year. 
 
 
 
 
COMMITTEE RECOMMENDATION 
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COUNCIL DECISION 
    

  
 
 
Background 
 
At its meeting held on 12 October 2006, Council adopted a new 
Position Statement PSES13 "Legal Proceedings Between Council and 
Other Parties". 
 
Submission 
 
N/A 
 
Report 
 
Under Clause 2 of Position Statement PSES13, sub-clause (8) and (9) 
states: 
 
(8) The Chief Executive Officer shall establish and maintain a procedure 
which enables those matters which are subject to the terms of this Position 
Statement to be centrally recorded and updated, as appropriate. 
 
(9) A record of the procedure mentioned in (8) above shall be presented to the 
Audit Committee at least annually, or as often as considered appropriate by 
the Chief Executive Officer or as requested by any member of the Audit 
Committee. 
 
The Audit Calendar – Part 6 in the month of November states: 
 
(6) Monitor the progress of any major law suits facing the Council. (Internal 
Audit). 
 
A Summary of the Legal Proceedings commenced or responded to by 
the City during the 2014 – 2015 financial year has been circulated 
under separate confidential cover. 
 
Strategic Plan/Policy Implications 
 
Leading & Listening 
• A responsive, accountable and sustainable organisation. 
 
• A culture of risk management and compliance with relevant 

legislation, policy and guidelines 
 
Budget/Financial Implications 
 
The table below highlights the legal fees expensed during 2014/15 with 
commensurate, where relevant, fines and penalties arising from the 
incurring of the legal expenditure. The City, further incurs expenses for 
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rates recovery, but in 90% of the cases, the amounts expended are 
recovered. The break-up of where the funds are spent is detailed in the 
table below as well. 
 

LEGAL SERVICES 2014/15 
 Legal Firms Actual Budget 
General - McLeods $375,764   
General - Kott Gunning $67,061   
Total General $442,825 $336,397 
      
CCW - Jackson McDonald $446,085 $400,000 
      
Local Govt Reform - Hammond & Co $47,193 $47,193 
Leasing COC Health & Community - Murfitt Legal $6,868 $6,868 
Leasing COC Health & Community - Rockwell 
Olivier $91,025 $85,000 
      
Rates Recovery   
Debt Collection $185,259 $185,259 
Recoveries -$166,422 -$166,422 
Net $18,837 $18,837 
      
Fines and Penalties Income -$142,593 $0 
      
Net Legal Fees $910,240 $894,295 
    $15,945 

 
Legal Implications 
 
Position Statement PSES13 ‘Legal Proceedings between Council and 
Other Parties, refer. 
 
Community Consultation 
 
N/A 
 
Attachment(s) 
 
Summary of Legal Proceedings commenced and/or responded to by 
the City (provided under separate confidential cover). 
 
Advice to Proponent(s)/Submissioners 
 
N/A 
 
Implications of Section 3.18(3) Local Government Act, 1995 

 
 Nil. 
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10.2 (ASFC 19/11/2015) - RISK MANAGEMENT INFORMATION REPORT  
(021/012) (J NGOROYEMOTO)  (ATTACH) 

RECOMMENDATION 
That Council : 
 
(1) receive the report on the Risk Management Program; 
 
(2) endorse the City of Cockburn’s 2015 Organisational Risk 

Registers, as shown in the attachments to the Agenda; 
 
(3) endorse the City of Cockburn’s Risk Management Strategy, as 

shown in the attachments to the Agenda; and 
 
(4) endorse the City of Cockburn Business Continuity Plan, as 

shown in the attachments to the Agenda. 
 
 
 
 
COMMITTEE RECOMMENDATION 
    
 

  
 

 
 
COUNCIL DECISION 
 
 
 
 
Background 
 
At the Ordinary Council Meeting (OCM) of 13 June 2013, Council 
endorsed the City’s risk management policy and associated roll-out 
program.  Subsequently at the Ordinary Council Meeting (OCM) of 11 
December 2014, via the Audit Committee, Council endorsed the Risk 
Management Strategy. The City is progressing in implementing the 
Risk Program, and this report provides an update on the key 
milestones achieved over the past 4 months since the last information 
report was submitted to the Audit Committee.  
 
The City’s Risk Program, through adopting the guidelines and 
principles of the Australian risk standard, AS/NZ ISO 31000:2009 is 
committed to a culture of risk management. City policy SC51 
Enterprise Risk Management (the policy) is a commitment by the City 
to ensuring that sound risk management practices and procedures are 
fully integrated into its strategic and operational processes and day to 
day business practices. The city continues to roll out the Risk Program 
in line with the Risk Management Strategy. 
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Risk Registers for the Operational areas (Business Units) of the City of 
Cockburn were developed, and a commitment was given at the time 
that the second step in the process was the review of the registers 
annually. It was proposed to update the Registers as the risks are 
addressed and progressively report these achievements to the 
Committee. 
 
Submission 
 
N/A 
 
Report 
 
Risk Management Program; 
 
1.  The City’s Risk Monitoring and Reporting System  

 
All of the City’s operational risks are housed on excel spreadsheet. 
Investigations are continuing to identify an appropriate risk 
management software database. Requirements documents have 
been created, and a request for quotation (RFQ) has been prepared 
to invite risk management software providers. The risk review 
Group will be responsible for the final selection process. 

 
2. Risk Controls Review Testing  
 

A control review provides another level of insight on the degree to 
which management has confidence that current controls are 
effective. This level of scrutiny gives assurance that key risks are 
actively controlled and control mechanisms are  in place reduce the 
risk profile of the City. Control Reviews were conducted in August 
2015. The results indicated that risk controls identified in the risk 
registers were in place and were included in the control review 
reports.  The registers have been amended accordingly. 

 
This involved an intensive program of meetings with relevant staff to 
identify and document the risks associated with the operations of 
the City of Cockburn and what is being, or should be, done in order 
to reduce, or eliminate, any liability exposure for Council. Five risks 
were selected from each directorate, and the relevant controls were 
scrutinised.  
 
Accordingly, the Risk Register for the organisation is considered to 
represent an accurate account of the most likely areas of 
foreseeable risk exposure for Council and is able to demonstrate 
that these risks have sufficient controls applied to ensure that 
Council is not unreasonably exposed to liability. 
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3. Annual Organisational Risk Registers Review 
 

The process of producing the Registers has involved staff 
responsible for specific operational areas to identify the major 
cause of perceived or potential risks to their Business/Service Units 
and record these, along with an index of the associated level of risk. 
The Registers are then completed by applying mitigation 
mechanisms against each risk, to ensure that Council`s exposure is 
reduced to an acceptable level. This process has required intensive 
negotiation between management and operational staff to agree on 
risk assessments, with an acceptable level of retained risk being the 
outcome. 

 
 As a result most of the risk statements have been amended to 
reflect a service activity based approach, focusing on identifying 
risks, based on the critical success outcomes of each service area, 
and concentrating on the effect of uncertainty in providing those 
services. The Risk Registers are now sufficiently updated to enable 
them to be presented to the Committee for perusal. 
 

4. Risk Management Strategy 
 

To validate the effectiveness of the current risk management 
systems and processes, to ensure that targets are being met to 
reduce risk, a Risk Management Strategy was first adopted in 2014 
and is recommended that this review be formally endorsed by 
Council. A formal Risk Management Training program has been 
included in the strategy, based on a needs analysis for Council to 
determine the scope of training in risk required by operational 
areas.  

 
 It is vital that the City can validate the effectiveness of its risk 
management function to ensure that risks are being adequately 
controlled, identified and that the overall risk profile of the 
organisation is reduced. This ensures that the City sets compliance 
requirements to measure the effectiveness of its risk management 
systems, but also has the ability to identify, absorb and control any 
new risks. Setting compliance benchmarks is good governance and 
gives the City confidence that it is proactively protecting the 
business and community from risks. 

 
The City’s Business Continuity Program  
 
The City’s business continuity program underwent a testing exercise in 
May 2015. LGIS facilitated a Business Continuity Scenario with the 
Crisis Team lead by the Chief Executive Officer to test the City’s 
Business Continuity Plan (BCP) and Crisis Management capabilities.  
 
Following the Business Continuity Management exercise, the Business 
Continuity Plan was reviewed. Business Impact Analysis (BIA) 
discussions were held to confirm, update and review the critical 
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business functions, maximum acceptable outage and recovery 
strategies. The plan was amended with the BIA results and updated 
taking into consideration of the recommendations from the exercise. 
This included review of the crisis team meeting place, recovery 
locations,  expansion of crisis team, inclusion of a recovery location 
procedure, insertion of checklists to guide the process, and review of 
the contact list. The Business Continuity Plan review is now complete, 
and is presented for adoption. 
 
As the City continues to implement and embed risk management 
through its Risk Program, it will continue to focus on the following key 
areas and current initiatives: 
 
(i) Strategic Risk review - A key focus in the next 4 months is for the 

CEO and Executive to develop the Strategic Risk Register, 
facilitated by an external provider. 

 
(ii) Internal Audit Planning - Risk Review Group to develop an internal 

audit plan  
 
(iii) Risk Management Monitoring and Reporting System – RFQ 

evaluation process for risk management software, followed by 
appointment of vendor and configuration of selected software in 
preparation for the training, and rollout of the selected risk 
management database. 

 
(iv) Review of Position Statement ‘PSES7 Reports to Council’ to 

incorporate Risk Management into the Council’s standard 
template. 

 
Strategic Plan/Policy Implications 
 
Leading & Listening 
• A responsive, accountable and sustainable organisation. 
 
• A culture of risk management and compliance with relevant 

legislation, policy and guidelines 
 
Budget/Financial Implications 
 
The City’s 2015/16 Annual Budget makes provision for the continued 
development of and further introduction of Risk Management 
Framework. 
 
Legal Implications 
 
Local Government (Audit) Regulations 2013, Reg. 17. 
 
Community Consultation 
 
N/A 
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Attachment(s) 
 
1. City of Cockburn 2015 Organisational Risk Registers 
2. Draft City of Cockburn Risk Management Strategy 
3. Draft City of Cockburn Business Continuity Plan 2015 
 
Advice to Proponent(s)/Submissioners 
 
N/A 
 
Implications of Section 3.18(3) Local Government Act, 1995 
 
Nil. 

10.3 (ASFC 19/11/2015) - APPOINTMENT OF EXTERNAL AUDITOR FOR 
THE 2016 FINANCIAL YEAR (067/002) (N MAURICIO) (ATTACH) 

RECOMMENDATION 
That Council extend the appointment of Macri Partners as the City’s 
External Auditor for a further one year period ending with the audit of 
the 2016 financial year. 
 

TO BE CARRIED BY AN ABSOLUTE MAJORITY OF COUNCIL 
 
 
 
 
COMMITTEE RECOMMENDATION 
    
 

  
 

 
 
COUNCIL DECISION 
 
 
 
 
Background 
 
Council is required to appoint an external auditor to audit the financial 
statements of the City in accordance with Section 7.3 of the Local 
Government (LG) Act as follows: 
 
7.3 Appointment of auditors  
 

(1) A local government is to, from time to time whenever 
such an appointment is necessary or expedient, appoint* 
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a person, on the recommendation of the audit committee, 
to be its auditor.* Absolute majority required. 

(2) The local government may appoint one or more persons 
as its auditor. 

(3) The local government’s auditor is to be a person who is 
—  
(a) a registered company auditor; or 
(b) an approved auditor. 

 
 
Section 7.6 of the LG Act allows for the appointment of a local 
government’s auditor for a term of not more than five financial years, 
but states an auditor is eligible for re-appointment.  
 
Council appointed the incumbent auditor (Macri Partners) in April 2012 
for a four year period covering the 2012-2015 financial years. This 
followed a four year period where Grant Thornton was the City’s 
external auditor. 
 
Submission 
 
N/A 
 
Report 
 
Macri Partners was previously appointed as the City’s external auditor, 
following a quotation process using the Western Australian Local 
Government Association (WALGA) Preferred Supplier panel contract 
for Audit Services. The WALGA pre-qualification process ensured that 
auditors appointed to the panel met the qualification requirements of 
the LG Act.    
The agreement entered into by the City with Macri Partners had an 
initial term of four years commencing 1 July 2011 to 30 June 2015, with 
a Principal instigated option to extend the contract by a further one year 
period to a maximum of five years.  
Due to the previously anticipated amalgamation of the Cities of 
Cockburn and Kwinana, it was expected that the new City of Jervoise 
Bay would be appointing an external auditor in the first several months 
of 2015/16 for that financial year and beyond. Now that reform is off the 
political agenda, the City needs to appoint its external auditor for at 
least the current financial year.   
The performance of Macri Partners over the past four years is 
considered to have met the City’s expectations and needs, and fulfilled 
the terms of the audit agreement. They have successfully worked with 
management to ensure the City’s audits and various grant acquittals 
are completed within set deadlines and offered professional guidance 
to improve the standard and compliance of the City’s financial 
reporting.  
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The thoroughness and rigour applied to the conduct of the City’s audits 
over the past four year has been at a level that engenders a high 
degree of management confidence in the financial reports presented to 
Council. A key measure of audit performance is the quality and 
experience of the audit team itself. Macri Partners have delivered the 
City’s audit services using a reasonably stable and experienced team 
of auditors, making audit queries and responses less onerous for staff 
and ensuring that audit attention is focused on higher priority matters.   
Given the good performance of the external auditor to date, it is 
recommended that the City instigate the one year contract extension 
option covering external audit services for the 2015-16 financial year. A 
CPI based increase will be negotiated and applied to the schedule of 
audit costs pertaining to the final year of the current audit agreement.  
The City will then look to go back out to the market for the next four or 
five year audit contract sometime in 2016. 
 
Strategic Plan/Policy Implications 
 
Leading & Listening 
• A responsive, accountable and sustainable organisation. 
 
• A culture of risk management and compliance with relevant 

legislation, policy and guidelines 
 
Budget/Financial Implications 
 
The cost of the external audit is set at $26,000 (ex GST) for 2014/15 
and will increase by a small CPI adjustment for 2015/16. 
 
Legal Implications 
 
N/A 
 
Community Consultation 
 
N/A 
 
Attachment(s) 
 
External Audit Contract Agreement 2012-2015. 
 
Advice to Proponent(s)/Submissioners 
 
N/A 
 
Implications of Section 3.18(3) Local Government Act, 1995 
 
Nil. 
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10.4 (ASFC 19/11/2015) - CONTRACT FOR INTERNAL AUDITING 
SERVICES FOR THE 2016 & 2017 FINANCIAL YEARS (067/002) (N 
MAURICIO) 

RECOMMENDATION 
That Council extend the contract with Deloitte for the provision of 
internal auditing services for a further two year period ending 30 June 
2017. 
 

TO BE CARRIED BY AN ABSOLUTE MAJORITY OF COUNCIL 
 
 
 
 
COMMITTEE RECOMMENDATION 
    
 

  
 

 
 
COUNCIL DECISION 
 
 
 
 
Background 
 
Council appointed Deloitte in August 2011 on a four year contract 
ending June 2015 to provide internal auditing services to the City. The 
procurement was made through a formal quotation process inviting 
submissions from suppliers on the WALGA Preferred Supply Panel for 
audit services. 
 
The Local Government (Audit) Regulations 1996 requires the audit 
committee to provide assistance to council in the process of selecting 
and appointing an auditor. Whilst this relates specifically to the 
appointment of the external auditor, the City also chooses to bring the 
appointment of the internal auditor to the audit committee for better 
governance. The terms of reference for the Audit & Strategic Finance 
Committee also require it to provide assistance to Council in the 
process of selecting and appointing an auditor.  
 
Certain functions of the internal audit complement the external auditor’s 
role. As the external auditor plans for an effective audit they assess and 
determine whether to include outcomes from internal audit. All internal 
audit reports are referred to the audit committee for consideration. 
 
The scope of the internal audit function is set by the audit committee 
(with input from the CEO and Management) and the internal auditor 
reports functionally to the audit committee. 
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Submission 
 
N/A 
 
Report 
 
Internal auditing is an independent, objective assurance and consulting 
activity designed to add value and improve an organisation’s 
operations. It helps an organisation accomplish its objectives by 
bringing a systematic, disciplined approach to evaluate and improve 
the effectiveness of risk management, control, and governance 
processes. 
 
Deloitte completed their first four year contract with the City in July 
2015 with the completion of the Procurement Improvement internal 
audit. However, they were sourced to complete the urgent audit review 
into the City’s 2015/16 rates setting processes in August, which was 
presented to the September meeting of Council. Part B of this audit will 
assess issues and impacts that should be considered by Council for the 
2016/17 rates setting strategy. This report is being presented to the 
November meeting of the Audit & Strategic Finance Committee. 
The following table summarises the internal audit plan delivered by 
Deloitte over the contract term:   
 

Auditable Issues/areas  
Originally 
Proposed 
Timetable 

Status 

Fraud Control Assessment 2011/12 Completed 2011/12 

Procurement/Supply Chain 
Management Process 2011/12 Completed 2012/13 

Exercise of Delegated Authorities  2012/13 Completed 2012/13 

Revenue Recognition (rates and other 
sources) 
 

2012/13 Completed 2013/14 

Audit salaried employee timekeeping 
practices 2013/14 Completed 2013/14 

Review implementation of fraud risk 
management 2013/14 Completed 2013/14  

Procurement Improvement New Completed 2014/15 

2015/16 Rates Setting Process New Completed 2015/16 

 
Deloitte’s audit reports and the recommendations made have been 
assessed by management to be of high quality and have met the stated 
objectives for the internal audit function.  The delivery of the internal 
audit plan has been overseen by the same audit manager over the 
contract term, who has developed a good understanding of the 
operating environment and business activities of the City.  
 
Given the performance of Deloitte over the past four years and their 
proven capacity to assist the City with high priority audit assignments at 
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short notice, it is recommended that the City extend their contract for 
another two financial years. This period includes the current financial 
year where Deloitte have already provided services in relation to the 
rates setting audit review.  
 
Deloitte continue to be preferred suppliers with WALGA on their supply 
panel for Audit Services. This two year extension will ensure the 
reappointment of internal and external auditors are staggered and not 
made in the same financial year. The City will next go back out to the 
market for internal auditing services in 2017. 
 
Future internal audit plans will be facilitated through the City’s Risk 
Review Group (comprising cross functional managers), with input from 
the internal auditor. Audit planning will be informed by the City’s 
operational and strategic risk registers, where assessed risk levels will 
influence audit priorities. The next iteration will be brought to the March 
meeting of the Audit & Strategic Finance Committee 
 
Strategic Plan/Policy Implications 
 
Leading & Listening 
• A responsive, accountable and sustainable organisation. 
 
• A culture of risk management and compliance with relevant 

legislation, policy and guidelines 
 
Budget/Financial Implications 
 
The cost for internal audit assignments is determined at the time of 
agreeing the terms of reference. Hourly fees are set in accordance with 
the WALGA supply panel contract for Audit Services, which are subject 
to annual CPI increases. 
 
The City’s budget includes an allocation for compliance/internal audit 
costs of $32,000. However, this will need to be revised at the mid-year 
budget review due to the unplanned internal audit into the City’s rate 
setting practices this year.  
 
Legal Implications 
 
N/A 
 
Community Consultation 
 
N/A 
 
Attachment(s) 
 
N/A 
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Advice to Proponent(s)/Submissioners 
 
N/A 
 
Implications of Section 3.18(3) Local Government Act, 1995 
 
Nil. 

11. PLANNING & DEVELOPMENT DIVISION ISSUES 

 Nil 

12. FINANCE & CORPORATE SERVICES DIVISION ISSUES 

12.1 (ASFC 19/11/2015) - ANNUAL PERFORMANCE REVIEW OF 
MONETARY AND NON-MONETARY INVESTMENTS FOR THE 
FINANCIAL YEAR 2014/15 (073/001; 073/004) (S DOWNING) 

RECOMMENDATION 
That Council receive the information. 
 
 
 
 
COMMITTEE RECOMMENDATION 
    
 

  
 

 
 
COUNCIL DECISION 
 
 
 
 
Background 
 
Council Policy SFCS1 ‘Investments’ Clause 5.2 requires: 
 
An annual report on the performance of the investment portfolio 
will be submitted to Council outlining the performance of the 
portfolio for the financial year.” 
 
Submission 
 
N/A 
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Report 
 
As per the Investments Policy SFCS1, the following report is divided 
into two parts. The first part is a report on cash investments held by the 
City and the second part is for non-cash investments. 
 
Cash Investments 
 
The City earned the following interest income during 2014/15: 
 
Municipal/Reserve funds  $5.164m 
Rates – Administration Interest $0.329m 
Rates – Penalty Interest $0.178m 
Deferred Pension rates $0.023m 
ESL Interest $0.022m 
 
Total Interest income $5.717m 
 
Interest income from the surplus cash in the municipal fund and 
reserves (MFR) amounted to $5.164m. The opening balance for MFR 
at 1 July 2014 was $109.19m and the closing balance was $133.52. 
(These balances include current and non-current cash and cash 
equivalent investments earning interest). The interest rates earned by 
the MFR over the twelve months varied from 3.92% in July 2014 to 
3.36% in June 2015. The reduction over the twelve months came about 
due to the easing of the cash rate by the RBA which fell in the 
corresponding period from 2.5% to 2.0%. 
 
The interest income earned from the other four sources, Rates – 
Penalty Interest, Rates – Administration Interest, Deferred Pension 
Rates, and ESL Interest, was not earned on the management of 
surplus cash but on outstanding debts due to the Council. The Local 
Government Act provides the heads of power for a council to impose 
interest on outstanding rates. Rates – Administration Interest and ESL 
Interest are charged at 4%, whilst Rates – Penalty Interest is charged 
at 8%. The Local Government Act has a maximum interest rate of 11%. 
The Council has always elected to impose a lower interest rate.  The 
rate for Deferred Pension Rates was 2.85% as at 30 June 2015. 
 
All surplus funds are invested in accordance with the Local 
Government Act and associated regulations.  
 
The funds are invested in term deposits with APRA regulated financial 
institutions apart from two investments.  The amendment to the 
regulations requiring Council’s only invest in term deposits with a 
maturity less than twelve was gazetted with an over-rider allowing 
existing investments with a maturity greater than twelve months and in 
non-term deposits to go to maturity. 
 
The first investment is for $2m in a CBA zero coupon senior bond 
paying 7.18%. The maturity date for the return of the $4m is January 
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2018.  (The additional $2m is the capitalised interest compounded over 
the life of the bond). 
 
The second investment is the reverse mortgage backed security, 
Emerald. The original investment was $3m in three $1m tranches. The 
City is receiving interest at the rates of 2.58%, 2.88% and 3.18% on the 
respective tranches. Additional ‘step-up’ interest is also accruing on 
these three tranches at 0.9%, 1.5% and 1.9% respectively, which will 
be paid to the City upon maturity. The City has also received capital 
repayments totalling $0.262m with an outstanding balance due for the 
investment of $2.737m. 
 
Non-Cash Investments 
 
The City has substantial freehold land on its balance sheet. As at the 
30 June 2015 that total was $99m. The makeup of the land comprises 
sumps, reserves, land available for sale, freehold parks and land on 
which council buildings and facilities occupy. The Land Management 
Strategy had identified a range of land assets that are surplus to 
requirement or land that could be made saleable with investment from 
Council. The concept is to monetise freehold land (where possible) so 
as to re-invest in income producing property to receive a stream of 
rental income. The Land Management Strategy provides for a 
reconciliation of the freehold land and that which is surplus to 
requirements. 
 
Rental Income 
 
The City received rental income for 2014/.15 on a number of 
commercial properties: 
 

Commercial Property Income 
Coogee Beach Caravan Park $208,985 
Cockburn Health and Community Facility $1,022,846 
Cockburn GP Super Clinic $568,684 
Youth Centre $157,380 
Naval Base Shacks $439,261 
Coogee Beach Café $54,316 
Baptist Recreation Centre - Land Lease $24,479 
Spearwood Dalmatinac - Land Lease $20,372 
Cockburn Bowling Club - Land Lease $9,267 
Emergency Services Facility - DFES Sub-lease $26,133 
Total Rental Income $2,531,723 

 
Rental Income for the Cockburn Health and Community Facility noted 
above takes into account cash rent received. This figure does not 
equate to a full year rental as a number of the tenants are still in a rent 
free period, offered by the City as standard commercial practice on the 
advice of the City’s Leasing Agent, MMJ.  A full year rental income is 
$1,428,000 before the impact of rent increases for 2015/16. Total full 
year rent from the Cockburn Health and Community Facility (including 
GP Super Clinic) will be $2.0m. The original business plan indicated 
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rent of approximately $2.05m. The net rental revenue from the 
Cockburn Health and Community Facility is quarantined within a 
financial reserve for the purpose of future maintenance requirements 
for the facility. This is to ensure that there is no future demand for the 
Municipal Fund to meet capital or operating maintenance costs. Once 
the level of funds meets the target, dividends will be paid to the 
municipal fund. The City also quarantines funds received from the 
Naval Base Shacks to meet the future capital maintenance needs of 
this unique asset. 
 
Land Sales 
 
The City had budgeted to sell the following land with outcomes as 
noted: 
 

Land for Sale To be sold - 
Budget Sold Settlement 

received Comment 

Subdivision Lot 
702 Bellier Pl & 
Lot 65 Erpingham 
Rd Hamilton Hill 

$1,402,727 $2,500,000   Sold & Settlement 
deferred, now in 
Nov 15 excludes 
$75k interest paid 
by the purchaser 
to defer 
settlement. 
Contract price is 
$2.5m + interest 

Lot 133 Arthur 
Street – Hamilton 
Hill 

$92,500 $91,500 $91,500 Sold & Settled 

Lot 40 Cervantes 
Loop - surveying 
and construction 
of access 

$900,000    Ready for sale – 
delayed due to 
sub-division 
application 

Subdivision and 
development of 
Lot 4219 Quarimor 
Drive 

$720,000    Lot 4219 
Withdrawn - No 
interest at this 
stage 

Lot 23 Russell 
Road, Hammond 
Park 

$1,000,000    Withdrawn - 
waiting for 
construction of 
train station before 
testing the market 
again 

Lot 33 Davilak Ave 
Hamilton Hill 

$1,300,000    Sale fell through. 
Now on market 

213 Winterfold 
Ave Coolbellup  

$255,841 $266,727 $266,727 Sold & Settled 

Lot 432 25 
Stanyford Place - 
Rodd Reserve  

$2,400,000 $2,400,000 $2,400,000 Sold & Settled 

Lot 9003 Beeliar 
Drive Beeliar 

$9,600,000 $9,600,000   Sold & Contract in 
place, waiting for 
Services & 
settlement. 
Contract price is 
$9.6m.  

Total $17,671,068 $14,858,227 $2,758,227   
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Whereas funds are generally allocated to income producing assets, the 
exception is the sale of land at Lot 9003 Beeliar Drive. The proceeds 
have been allocated in the 2015/16 budget to the redevelopment of the 
Council Depot. 
 
Strategic Plan/Policy Implications 
 
Growing City 
• Development that is soundly balanced between new and existing 

areas. 
 

• Investment in industrial and commercial areas, provide 
employment, careers and increase economic capacity in the City. 

 
Infrastructure 
• Community facilities that meet the diverse needs of the community 

now and into the future. 
 
Leading & Listening 
• A responsive, accountable and sustainable organisation. 
 
• Manage our financial and infrastructure assets to provide a 

sustainable future. 
 
Budget/Financial Implications 
 
N/A 
 
Legal Implications 
 
N/A 
 
Community Consultation 
 
N/A 
 
Attachment(s) 
 
N/A 
 
Advice to Proponent(s)/Submissioners 
 
N/A 
 
Implications of Section 3.18(3) Local Government Act, 1995 
 
Nil. 
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12.2 (ASFC 19/11/2015) - INTERNAL AUDIT -  PROCUREMENT 
IMPROVEMENTS  (067/004)  (N MAURICIO) (ATTACH) 

RECOMMENDATION 
That Council receive the Procurement Improvement Internal Audit 
Report, as shown in the attachment to the Agenda. 
 
 
 
 
COMMITTEE RECOMMENDATION 
    
 

  
 

 
 
COUNCIL DECISION 
 
 
 
 
Background 
 
Council’s Audit and Strategic Finance Committee agreed at its July 
meeting to the internal audit of the City’s progress towards improving 
its procurement related activities and addressing the many 
recommendations arising from several prior year audits and risk 
reviews.  
 
The City’s annual procurement spend is around $70M, comprising 
approximately 8,000 to 10,000 purchasing transactions per annum.  
 
Importantly, contract related procurement risk was identified as one of 
the City’s seven strategic risk areas in a high level risk report prepared 
in 2013. The risk was defined as “an inconsistent method of managing 
contracts throughout the City of Cockburn (including performance 
management, consistent documentation, transparent process, etc). 
 
The following scope was developed for the audit: 
 
The internal audit will assess the City’s progress in implementing 
action plans designed to address the opportunities for 
improvement and recommendations raised (38 in total) in the 
following audits and reviews of the City’s procurement function, 
conducted during 2012 and 2013:  
 
• Deloitte Fraud Control and Risk Assessment (January 2012)  
• Deloitte Procurement Internal Audit (November 2012)  
• CCC Procurement Audit (January 2013)  
• RMRI High level operational risk review (September 2013).  
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Consideration will also be given to any further improvement 
opportunities evident in the City’s current and proposed 
procurement function and model. 
 
This was the one and only audit assignment commenced in 2014/15, 
due to the work effort being focused on local government reform 
activities and the intention for internal audit to review the associated 
divestment of assets and liabilities to the Cities of Fremantle and 
Melville.  
 
This audit work also contributes to the City’s obligations under Reg. 
5(2)(c) of the Local Government (Financial Management) Regulations 
1996, which requires the Chief Executive Officer to undertake regular 
reviews of the appropriateness and effectiveness of financial 
management systems and procedures and to report the results of 
these reviews to Council. 
 
Submission 
 
N/A 
 
Report 
 
As part of the City of Cockburn’s 2014/15 Internal Audit activity, the 
City’s internal auditor (Deloitte) undertook an assessment of the City’s 
progress in addressing key issues and recommendations raised in 
previous audits and reviews on the City’s procurement function. A total 
of 38 procurement-related improvement opportunities and action plans 
were identified through those four audits and reviews and these formed 
the basis of the audit. 

 
The audit reviewed the City’s records of progress towards the 
implementation of each recommendation and sought evidence of the 
relevant actions being implemented. Testing was also carried out to 
validate the implementation of new controls, where necessary.  
 
Key results  
 
Overall, the internal audit found that the progress made in 
implementing the action plans had resulted in a positive change and 
significant improvement to the City’s procurement function. The key 
achievements included:  
 
• the development and implementation of a strategic procurement 

function;  
• the strengthening and implementation of process and system 

controls; 
• the assessment and management of fraud control and risk within 

the procurement function;  
• the review and update of procurement policies and procedures.  
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Key outcomes within the last two years had included:  

 
• the review of delegated financial authorities (DFA), purchasing and 

approval process and the purchase order amendment process;  
• the creation and appointment of the Strategic Procurement 

Manager role;  
• a new procurement model and framework proposed by the 

Strategic Procurement Manager and implemented by the City.  
 
Between July 2014 and February 2015, the City had concentrated on 
the proposed council amalgamation, slowing the rate of progress. 
However, the current status of the implementation of action plans (as 
determined by audit) shows that considerable progress has been 
made. The following table extracted from the audit report serves to 
demonstrate this: 
 

  
It is worth noting that of the 31 ‘completed’ recommendations, the audit 
found that the Procurement Team had implemented additional actions 
for 15 of these. By going beyond the original treatment plans, the 
Procurement Team had shown commitment to addressing the identified 
issues and their dedication to further enhance the procurement 
function.  
 
The six recommendations that the audit found to be still ‘in progress’ 
were grouped into the following four main initiatives:  
 
1. Contract Management Module – the ‘CoC Contracts’ workplace 

is to be rolled out to contract users;  
 
2. Expenditure report – further enhance the system-generated 

report to reduce spreadsheet reliance;  
 
3. Documentation for DFA review procedure – Management review 

and sign off procedure of DFA levels to be included in the end of 
financial year (EOFY) formal processes.  

 
4. Purging of inactive suppliers.  
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It is expected that these remaining initiatives will be completed by 30 
June 2016 and they have been included in the Procurement Services 
action plan for 2015/16.  
 
Further Improvement Opportunities 
 
The audit considered all the actions implemented and formed a holistic 
view of the current procurement function and its risk profile. The 
following areas were identified as potential areas for improvement, due 
to audit’s view of heightened risk:  
 
Contract Management Process  
 
The City’s Contract Management process is a high risk area with 
genuine opportunities for positive change, particularly to enhance 
contract development and management practices and to educate/train 
key staff. The City needs to establish consistent expectations and 
processes for how contractors are to be managed once they are 
engaged 

 
Management Response: The City has developed a number of 
KPI’s to provide greater visibility over contract compliance. 
Improved contractor management processes have also been 
planned, starting from the initial contractor selection. Greater 
emphasis will be put on educating contractors on the contract 
process in order to reduce future contract breaches. 
 
Single Person Reliance  
 
The Strategic Procurement Manager has implemented the majority of 
the changes within the procurement team. As a result, he has a lot of 
knowledge and systems access. The risk is over reliance on a single 
person, who has limited monitoring of his actions and decisions.  

 
Management Response: The procurement function is heavily 
scrutinised across the City due to its high impact on business. 
Procurement outcomes are closely monitored with extensive 
reporting through to various levels within the organisation. The 
City is progressively building capacity within the procurement 
team to mitigate over reliance on any single person. 
 
Spreadsheet Reliance  
 
An Excel spreadsheet is currently used to monitor and track annual 
expenditure by business unit, vendor and users/purchasers. The 
manual input of data could result in intentional or unintentional errors, 
in turn leading to misleading reporting. A system-generated 
expenditure report could be enhanced to make it more useful and 
relevant and increase the level of reporting and transparency.  
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Management Response: A system generated report out of 
TechnologyOne will be developed to reduce the need for manual 
preparation in future.  This will be achieved as part of the 
implementation of the Business Intelligence Reporting Project, 
which is due to commence in 2016/17. 
 
Whilst this audit found substantial improvement in the functioning and 
performance of procurement services across the City, it also 
recognised that for the City to pursue its strategic direction towards 
better practice procurement (intended to deliver greater value to the 
City), the City will need to commit ongoing effort and resources. 
 
Strategic Plan/Policy Implications 
 
Leading & Listening 
• A responsive, accountable and sustainable organisation. 
 
• Manage our financial and infrastructure assets to provide a 

sustainable future. 
 
• A culture of risk management and compliance with relevant 

legislation, policy and guidelines 
 
Budget/Financial Implications 
 
Funding for internal audit activities is provided for within the City’s 
operational budget. 
 
Legal Implications 
 
N/A 
 
Community Consultation 
 
N/A 
 
Attachment(s) 
 
City of Cockburn Procurement Improvement Report – October 2015. 
 
Advice to Proponent(s)/Submissioners 
 
N/A 
 
Implications of Section 3.18(3) Local Government Act, 1995 
 
Nil. 
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12.3 (ASFC 19/11/2015) - ANNUAL FINANCIAL STATEMENTS 2014/15 
AND EXTERNAL AUDIT REPORT  (071/003; 067/001)  (N 
MAURICIO)  (ATTACH) 

RECOMMENDATION 
That Council adopt the Annual Financial Statements and Audit 
Completion Report for the year ended 30 June 2015, as attached to 
the Agenda. 
 
 
 
 
COMMITTEE RECOMMENDATION 
    
 

  
 

 
 
COUNCIL DECISION 
 
 
 
 
Background 
 
The Audit and Strategic Finance Committee is required to consider and 
recommend the adoption of the annual financial report to Council, as 
set out in the terms of reference for the committee. 
 
At the March meeting of the Audit and Strategic Finance Committee, 
the draft audit plan submitted by Macri Partners was recommended for 
adoption and subsequently adopted by Council. This outlined the 
purpose and scope of the external audit to be conducted for the 
2014/15 financial year and explained the audit approach and 
methodology to be used. 
 
The Local Government (Audit) Regulations 1996 state that the principal 
objective of the external audit is to carry out such work as is necessary 
to form an opinion as to whether: 
 
a) the accounts are properly kept; and 
b) the annual financial report: 

• is prepared in accordance with financial records; and 
• 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. 

 
The duties and responsibilities of the Audit & Strategic Finance 
Committee include reviewing Council’s draft annual financial report, 
focussing on: 
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1. accounting policies and practices; 
2. changes to accounting policies and practices; 
3. the process used in making significant accounting estimates; 
4. significant adjustments to the financial report (if any) arising from 

the audit process; 
5. compliance with accounting standards and other reporting 

requirements; 
6. significant variances from prior years. 

 
The terms of reference also require representatives of the external 
auditor to attend those committee meetings considering the annual 
financial report and for them to discuss the results of the external audit.  
 
Submission 
 
N/A 
 
Report 
 
2014/15 - Annual Financial Report 
 
The annual financial report is presented to the Audit and Strategic 
Finance Committee in two formats: 
 
1. Annual Financial Statements including all accounting and 

supporting notes (Detailed). 
 
2. Concise Annual Financial Statements excluding all accounting 

and supporting notes. 
 

Both sets of financial statements are the same but the former is longer 
and provides more detail in the accompanying notes. Both sets of 
financial statements have been approved by the City’s Chief Executive 
Officer and by the City’s auditor (Macri Partners).  
 
The Concise Annual Financial Statements will be included within the 
City’s Annual Report as per the recent practice, whilst the detailed 
Annual Financial Statements will be published separately on the 
Council’s website for easy access by interested stakeholders. 
 
Changes to Accounting Policies & Practices 
 
An impairment write-off of $15.7M for previously recognised Parks 
landscaping assets was taken up.  This was necessary in order to 
complete the exercise of recognising all fixed assets at fair value in 
accordance with local government legislative requirements. The City 
and its auditors agreed that determining sufficiently reliable and 
verifiable estimates of fair value and useful life for landscaping (living) 
assets was not currently feasible. 
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The City also recognised (for the first time) a rehabilitation asset and 
corresponding provision of $8.6M for future post closure 
decommissioning and rehabilitation costs at the landfill site. This 
ensured the City complied with the relevant Australian Accounting 
Standard (AASB 137) and brought its reporting into line with other 
metropolitan local government landfill operators.   
 
Statement of Comprehensive Income 
 
The City’s net result (before asset revaluations) was up $1.8M on the 
previous year to $31.6M with operating activities adding $2.6M to the 
result and non-operating activities declining overall by $0.8M. 
 
Overall, operating revenues of $128.6M were up $9.3M year on year.  
Revenue sources up for the year included general rates of $65.4M 
(+$6.6M) and operating grants and subsidies of $11.8M (+$3.3M). 
Interest earnings of $5.7M (-$0.4M) were slightly down on last year. 
Fees and charges were slightly down to $40.3M (-$0.4M) primarily due 
to a reduction in commercial fees from the HWRP landfill facility 
outstripping other general fee increases across the City.   
 
Operating expenses were up for the year by $6.7M (6%) to $116.4M. 
Employee costs, the City’s biggest operational expense item, were up 
$3.0M (5.3%) to $45.1M. Spending on materials and contracts was up 
2.6% to $33.5M (+$0.9M). Insurance premiums came in $0.3M (13%) 
lower than last year at $1.9M due to savings generated in property, 
plant and workers compensation premiums. Interest expenses were 
minimal at $0.1M and relate primarily to the self-funding underground 
power scheme.  
 
Depreciation expenses (non-cash) were up by $3.1M (14%) to $25.0M, 
mainly as a consequence of revalued asset values for buildings and 
roads taken up at 30 June 2014 and commencing annual depreciation 
for landfill infrastructure assets.  
 
Capital grants received of $6.7M were up $2.3M year on year mainly 
impacted by the receipt of $3M state funding towards the regional 
aquatic and recreation centre at Cockburn Central West. Net profit from 
the sale of assets was up year on year by $2.4M primarily due to 
higher land sales activity.  
 
Developer contributions received continued strongly at $11.8M 
(+$1.7M) with the community infrastructure contribution plan collecting 
$6.3M (-$0.3M), road infrastructure developer plans collecting $1.8M 
(+$0.7M) and capital contributions totalling $2.3M received for both the 
GP super clinic and regional aquatic and recreation centre at Cockburn 
Central West.  
 
An impairment write-off for Parks landscaping (living) assets was taken 
up of $15.7M in order to ensure the City complied with local 
government legislation requiring all fixed assets to be held at fair value. 
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This had limited impact on the City’s year on year net result change 
due to the offset provided by the recognition of a larger value in gifted 
developer assets.   

 
Statement of Financial Position 
 
The City’s net assets and total equity increased by $68.3M during the 
reporting year to $1,103.9M. This predominantly reflects increases in 
non-current assets of $53.9M and current assets of $24.7M. These 
were offset by an increase in total liabilities of $10.3M.   
 
The increase in current assets of $24.7M includes an additional 
$24.2M in cash and investments mainly due to a greater amount of 
cash held in financial reserves. Receivables also increased modestly 
$0.5M year on year.  
 
The increase in non-current assets of $53.9M comprised a net increase 
of $32.5 in the value of infrastructure assets and $11.2M in property, 
plant & equipment assets.  The City has also recognised a 
rehabilitation asset for the first time of $8.6M. This offsets a non-current 
liability provision for the same amount in the first year. There was also 
an increase of $1.6M in other investments mainly attributable to the 
SMRC joint venture. 
 
Current liabilities were little changed down $0.4M year on year to 
$14.1M due to lower trade & other payables. The current portion of 
borrowing liabilities ($1.4M) and leave provisions ($4.6M) were 
relatively unchanged from last year.  
 
Non-current liabilities increased by $10.8M from last year, primarily due 
to an increase in provisions of $8.8M and contributed to by the first 
time provision of $8.6M for the rehabilitation of the landfill site. Security 
deposits and bonds payable were also $3.4M higher year on year. 
Offsetting these, borrowings were paid down by $1.4M.  
 
Changes in Equity 
 
Cash/investment backed reserves held by the City increased by 
$21.5M to $107.1M during the year. 
 
The asset revaluation surplus increased by $36.7M to $568.2M as a 
result of the management valuation of roads, footpaths, drainage and 
parks infrastructure. 
 
The City’s accumulated surplus increased by $10.1M to $428.6M. This 
represented the $31.6M net operating surplus result, less the $21.5M 
net transfer of funds to financial reserves. 
 
Statement of Cash Flows 
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The City’s net incoming cash flows from operating activities increased 
by $3.6M to $37.2M for the reporting year. This continues to reflect the 
strong financial capacity of the City to fund new assets and asset 
renewal and upgrades as they become necessary. 
 
Cash of $36.5M was outlaid on capital spending, down $6.8M on the 
previous year. This mainly reflected reduced spending on building 
construction (down $12.6M) and additional spending on roads 
infrastructure assets (up $4.3M). 
 
Cash flows from grants and contributions received for the development 
of assets increased by $4.0M to $18.5M, with $8.1M coming from the 
City’s developer contribution plans. 
 
Cash received from the sale of assets was down slightly by $0.4M to 
$4.0M. 
 
The City repaid $1.37M of the $3.54M in outstanding borrowings for the 
underground power and emergency services building projects. 
 
Cash and cash equivalents increased for the year by $24.2M to 
$129.0M strengthening the City’s already strong liquidity position. 
 
Rate Setting Statement 
 
The City’s closing funds position was $13.7M compared to the 
balanced budget position contained in the adopted budget for 2014/15. 
$9.7M of the closing funds is unspent monies required to complete 
carried forward works and projects. The balance of $4.0M covers the 
forecast $3.0M end of year surplus included in the adopted budget for 
2015/16, with an additional $1.0M available to be transferred into 
financial reserves in accordance with Council’s budget policy.  
 
The total amount raised from general rates of $65.0M was $6.5M 
(11.1%) higher than the previous year. This result reflects the 4% 
increase in the rates in the dollars (RID) adopted for 2014/15, together 
with continuing strong growth within the rating base from new land 
developments and building activity within the district. 
 
Audit Report 
 
The 2014/15 Annual Financial Statements were audited by Macri 
Partners and their assigned Audit Partner, Mr Tony Macri. They were 
signed off as being true and fair and without qualification. 
 
Strategic Plan/Policy Implications 
 
Leading & Listening 
• Effective and constructive dialogue with all City stakeholders. 
 
• A responsive, accountable and sustainable organisation. 
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• A culture of risk management and compliance with relevant 

legislation, policy and guidelines 
 
Budget/Financial Implications 
 
N/A 
 
Legal Implications 
 
N/A 
 
Community Consultation 
 
N/A 
 
Attachment(s) 
 
1. Annual Financial Statements for 2014/15 (detailed) 
2. Audit Completion Report to the Audit and Strategic Finance 

Committee for the year ended 30 June 2015 – Macri Partners 
 
Advice to Proponent(s)/Submissioners 
 
N/A 
 
Implications of Section 3.18(3) Local Government Act, 1995 
 
Nil. 

12.4 (ASFC 19/11/2015) - REVIEW OF THE RATE SETTING STATEMENT 
- PHASE 2   (150/016)  (D GREEN/N MAURICIO/S DOWNING)  
(ATTACH) 

RECOMMENDATION 
That Council: 
 
(1) receive the 2015/16 Rates Setting Process – Internal Audit: 

Phase Two Report as attached to the Agenda; 
 

(2) continue the incorporation of rates and service charges for 
Residential Improved properties as part of its future rates 
process; 

 
(3) require the Delegated Authorities and Policy and Position 

Statements Committee prepare an amended Policy SC34 – 
Budget Management to reflect the following: 
 
1. Continue with incorporation of the waste management and 

community surveillance service charges into the residential 
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improved rates; 
2. Receive an independent assessment of the modelling 

annually; 
3. Third Budget Forum to specifically consider Differential Rates 

and the modelling associated with the application of the 
proposed differential rates; and 

4. The Annual Municipal Budget be adopted by a Special 
Meeting of Council. 

 
 
 
 
COMMITTEE RECOMMENDATION 
    
 

  
 

 
 
COUNCIL DECISION 
 
 
 
 
Background 
 

Arising from the report to the Ordinary Council Meeting held on 10 
September 2015 Application Of Rates Concession For 2015 / 16 
Financial Year, the resolution of Council as stated in recommedation 5 
of the report was:  

 
review Policy SC 34 “Budget Management” for the purpose of 
considering a strategy to incorporate Service Charges into the 
General rate charges on an ongoing basis and to include an 
“equalisation” concession to ensure reasonable equity is 
maintained for rate increases; 
 
As part of the report, Deloitte’s were to be commissioned to undertake 
a second stage of their review as noted below:  
 
Strategy for the Future 
 
To provide an assurance to Council and its ratepayers that 
mitigates against the likelihood of a repeat of these 
circumstances, it is important that a process which enables 
necessary checks and balances of the anticipated rates income is 
introduced for future years. A well-considered approach to this 
matter would result if Council employed the following strategy: 
 
1. Review Policy SC34 “Budget Management” to incorporate: 
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• The ongoing inclusion of a Waste Service Charge and 
Security Service (Co safe) Charge into the General Rates 
levied against rateable properties. 

 
• Grant provision of a “Waste and Co safe” equalisation 

Concession each year as a fundamental principle of the 
Rating Strategy to overcome inequitable variances to 
rates to higher GRV properties, but maintain the 
capacity for eligible pensioners to continue claiming a 
rebate on the rates assessment, inclusive of Waste and 
Security Service Charges. 

 
• Detailed estimated rates income modelling will be 

prepared and independently reviewed, prior to being 
separately presented to a specific “Rates Setting 
Workshop” as a requirement of the annual Budget 
timetable 

 
2. Engage Council`s appointed Internal Auditor (Deloitte) to 

corroborate the proposed Rate Setting schedule annually, 
prior to presentation of this information to Elected Members 
during the Budget Worksop dedicated for this purpose each 
year.  

 
Submission 
 
N/A 
 
Report 
 
In August 2015, Deloitte was assigned to undertake an internal audit 
assessment of the City’s rate setting process for the 2015/16 budget 
with a focus on the implementation of the strategy to incorporate 
compulsory waste service and CoSafe security charges into the 
general rate in the dollar for residential improved properties (the 
incorporation rate setting strategy).  
 
A two-phased approach was applied to this assessment, being: 
• Phase One - Addressing scope items relating to the processes and 

outcomes for the 2015/16 budget year; and 
• Phase Two - Addressing scope items to be considered by Council 

for the 2016/17 budget rate setting (the focus of this report). 
 
The audit report for Phase one was presented to Council in September. 
This outlined a number of key issues that should be considered as part 
of the audit scope for Phase two, these being: 
 
 Basis of concessions, if any, to be built into the rates setting 

process 
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 Calculation of a comparable RID to fund any concession 
(considering the proposed 2015/16 concession draws on the funds 
available from the over-charging error) 

 The impact on other rates setting decisions (e.g. minimum rates) 
 The potential change in the State Government rebate scheme 

(potential rebate cap). 
 

As such the following audit brief was prepared by Manager, Financial 
Services: 

 
If Council continues with incorporating waste & CoSafe charges 
in the RID for residential improved properties in 2016/17 and 
future years: 

 
 Basis of concessions, if any, to be built into the rates setting 

process 
 Calculation of a comparable RID to fund any concession 

(considering the proposed 2015/16 concession draws on the funds 
available from the overcharging error) 

 Impact on pensioners from the potential change in the State 
Government rebate scheme (potential rebate cap). 

 The impact on other rates setting decisions (e.g. minimum rates). 
 Issues to consider if extending incorporated charges to non-

residential improved properties. 
 Modelling requirements to inform Council deliberations.  

 
If Council reverts to having separately levied waste & CoSafe 
charges for residential improved properties (no concession 
requirement): 

 
 Impact on ratepayers: those that received a comparative advantage 

from incorporation (compared to 2014/15 rates); those that received 
a concession in 2015/16; pensioners 

 The impact on other rates setting decisions (e.g. minimum rates). 
 Modelling requirements to inform Council deliberations.  
 
The report from Deloitte on Phase two of the audit (attached to the 
agenda) has addressed the audit brief and made the following findings: 
 
1. Modelling within the 2016/17 rates setting process (and the 

conduct of a third budget workshop to focus on rate setting) 
 
 There are two main benefits to scheduling a Rates Setting 

briefing after the Capital Expenditure and Operational 
Expenditure briefings, namely: 
o A greater understanding of costs, and therefore the revenue 

required to meet those costs, will lead to a more accurate 
modelling outcome 

o The later the Rates Setting briefing is held, the more new 
properties will be included in the modelling process  
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 The City may consider formalising its process of reviewing the 
rates revenue assessment process, considering it was 
challenged during the 2015/16 rate setting process 
 

 Council should be provided detailed modelled outcomes, with 
examples for various property types (including those that 
Elected Members can personally relate to, such as properties 
with GRVs similar to their own properties) in order to understand 
the modelling process and impact on ratepayers 
 

 The modelling process and impact analysis should be subject to 
independent review 
 

 The main decision to be made by Council is which method (no 
incorporation, incorporation with a concession, incorporation 
without a concession) to use for the coming year. It is 
reasonable to make this decision before commencing the rate 
modelling process, which is likely to be resource intensive  
 

 Any further decision to continue the concession beyond the 
2016/17 year should be made ahead of the beginning of 
modelling for that year. 

 
2. Scenario1: Continued incorporation strategy 
 
 In the City’s current circumstances, the advantages of 

incorporation (the benefit to pensioners, the treatment of waste 
as a service no different from others and the simplified rates 
structure) appear to outweigh the disadvantages 
 

 The concession ensures that ratepayers of properties with a 
higher GRV do not feel the full impact of the move to 
incorporation and should be continued for the 2016/17 year if 
the City is to be consistent with its strategy for the 2015/16 year 
 

 To assist in covering the cost of the concession, the minimum 
rate should be raised by at least the same percentage as, and 
preferably slightly more than, the general rate increase (whilst 
remaining within legal parameters) 
 

 The concession should be based on capping the percentage 
rate increase at a level the City feels confident will be tolerated 
by residents (and ideally higher than the average increase) 
 

 The City should be mindful of the need to communicate clearly 
the complexities of its decisions and impacts on ratepayers in its 
annual Objects and Reasons Statement. 

 
Extending incorporated charges to non-residential improved 
properties 
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 The City should: 
o Model the impacts of incorporated waste charge for the full 

range of GRV properties 
o Not make the decision to incorporate waste charges for non-

residential properties without considering how to soften the 
impact on the properties with higher GRVs. 

 
3. Scenario 2: Separate waste and CoSafe charges (reversal of 

incorporation) 
 
 The groups likely to be impacted by this decision are: 

o Those ratepayers who had a relative advantage in 2015/16 
(in particular those who received a decrease in rates from 
2014/15 to 2015/16) are likely to be relatively disadvantaged 
(comparing 2016/17 rates to 2015/16 rates) if incorporation is 
reversed 

o Pensioners who can no longer claim a rebate on the waste 
and CoSafe charges (as noted above, the final overall impact 
will also depend on the State Government’s policy) 
 

 There is unlikely to be any need for a concession if there is no 
incorporation, however an impact analysis will still be required to 
highlight any groups which may be adversely affected by the 
reversal. 
 

 Some of the risks associated with fixed waste and CoSafe 
charges include: 
o Pensioners will be disadvantaged and to a greater extent if 

the State government rebate policy remains unchanged 
o These services will continue to be treated differently from the 

wide range of other services offered by the City. 
 

 If the City chooses not to incorporate waste charges it should 
consider incorporating CoSafe security charges for consistency 
with non-residential improved properties. 

 
Deloitte‘s report also provides recommendations for the type of 
modelling and impact analysis information to be presented to the rate 
setting budget workshop.  
 
Summary and Conclusion 
 
On balance, the Deloitte Report shows that the City should continue 
with the incorporation rate setting strategy. 
 
As noted in the Report, pensioners will on the whole be better off if the 
City maintains the current incorporation of the rates and service 
charges. In addition, the concession methodology will allow the City to 
provide the management tool to cap rate increases equitably. 
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Policy SC34 ‘Budget Management’ will have to be amended at the next 
Delegated Authorities, Policies and Position Statements Committee 
Meeting to be held on 26 November 2015’. The following amendments 
are flagged for review and amendment: 
 
1. Third Budget Forum to specifically consider Differential Rates and 

the modelling associated with the application of the proposed 
differential rates; 

2. Continue with incorporation of the rates and service charges; 
3. Review an independent assessment of the modelling; 
4. Have the Annual Municipal Budget adopted by a Special Meeting of 

Council rather than an Ordinary Council Meeting. 
5. Prepare a new timetable to accompany the Policy SC34. 
 
Strategic Plan/Policy Implications 
 
Leading & Listening 
• Effective and constructive dialogue with all City stakeholders. 
 
• Effective advocacy that builds and manages relationships with all 

stakeholders. 
 
• A responsive, accountable and sustainable organisation. 
 
Policy SC34 ‘Budget Management’ refers. 
 
Budget/Financial Implications 
 
The financial implications of the Deloitte’s Phase 2 report will be 
considered by Elected Members as part of the Budget Forums to be 
held in 2016 in preparation of the 2016/17 Annual Municipal Budget. 
 
Legal Implications 
 
N/A 
 
Community Consultation 
 
N/A 
 
Attachment(s) 
 
2015/16 Rates Setting Process – Internal Audit  – Phase 2. 
 
Advice to Proponent(s)/Submissioners 
 
N/A 
 
Implications of Section 3.18(3) Local Government Act, 1995 
 
Nil. 

Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



ASFC 19/11/2015 

37 

 

13. ENGINEERING & WORKS DIVISION ISSUES 

  

14. COMMUNITY SERVICES DIVISION ISSUES 

  

15. EXECUTIVE SERVICES DIVISION ISSUES 

  

16. MOTIONS OF WHICH PREVIOUS NOTICE HAS BEEN GIVEN 

  

17. NOTICES OF MOTION GIVEN AT THE MEETING FOR CONSIDERATION 
AT NEXT MEETING 

  

18. NEW BUSINESS OF AN URGENT NATURE INTRODUCED BY DECISION 
OF MEETING BY COUNCILLORS OR OFFICERS 

  

19. MATTERS TO BE NOTED FOR INVESTIGATION, WITHOUT DEBATE 

  

20. CONFIDENTIAL BUSINESS 

  

21. CLOSURE OF MEETING 

 Meeting closed at: 
 

Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



ASFC 19 Nov 2015 - Item 10.3 - Attach 1

Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



City of Cockburn 
Procurement Improvements 
Internal Audit  

October 2015 

Final report 

ASFC 19 Nov 2015 - Item 12.2 - Attach 1

Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



 

 

Contents 

1. Introduction 1 

2. Purpose and scope 1 

3. Work performed 1 

4. Key results 2 

5. Status of implementation of action plans 3 

6. Timeline of key events 4 

7. Actions in progress 5 

8. Impact on risk profile and further opportunities for improvement 7 

9. Report clearance 7 

10. Acknowledgement 7 

Appendix A – Actions taken 8 

Appendix B – Risk rating, prioritisation and primary cause 23 

 

Inherent Limitations 

The Services provided are advisory in nature and have not been conducted in accordance with the standards 

issued by the Australian Auditing and Assurance Standards Board and consequently no opinions or 

conclusions under these standards are expressed.  

Because of the inherent limitations of any internal control structure, it is possible that errors or irregularities 

may occur and not be detected. The matters raised in this report are only those which came to our attention 

during the course of performing our procedures and are not necessarily a comprehensive statement of all the 

weaknesses that exist or improvements that might be made. Our work is performed on a sample basis; we 

cannot, in practice, examine every activity and procedure, nor can we be a substitute for management’s 

responsibility to maintain adequate controls over all levels of operations and their responsibility to prevent and 

detect irregularities, including fraud. 

Any projection of the evaluation of the control procedures to future periods is subject to the risk that the 

systems may become inadequate because of changes in conditions, or that the degree of compliance with 

them may deteriorate. Recommendations and suggestions for improvement should be assessed by 

management for their full commercial impact before they are implemented. 

We believe that the statements made in this report are accurate, but no warranty of completeness, accuracy, or 

reliability is given in relation to the statements and representations made by, and the information and 

documentation provided by City of Cockburn personnel. We have not attempted to verify these sources 

independently unless otherwise noted within the report. 

Limitation of Use 

This report is intended solely for the information and internal use of the City of Cockburn in accordance with 

our terms of reference accepted on 23 June 2015, and is not intended to be and should not be used by any 

other person or entity. No other person or entity is entitled to rely, in any manner, or for any purpose, on this 

report. We do not accept or assume responsibility to anyone other than the City of Cockburn for our work, for 

this report, or for any reliance which may be placed on this report by any party other than the City of Cockburn.  

About Deloitte 

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by 

guarantee, and its network of member firms, each of which is a legally separate and independent entity. Please 

see www.deloitte.com/au/about for a detailed description of the legal structure of Deloitte Touche Tohmatsu 

Limited and its member firms. 

© 2015 Deloitte Touche Tohmatsu. All rights reserved. 

Liability limited by a scheme approved under Professional Standards Legislation.  

Member of Deloitte Touche Tohmatsu Limited. 
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1. Introduction 

As part of the City of Cockburn’s 2014/15 Internal Audit activity, Deloitte undertook an assessment of 
the City’s progress in addressing issues and recommendations raised in previous audits and reviews on 

the City’s procurement function. 

The internal audit also contributes to the City’s obligations under Section 5(2)(c) of the Local 
Government (Financial Management) Regulations 1996, which requires the Chief Executive Officer to 

undertake a review of the appropriateness and effectiveness of the financial management systems and 

procedures of the Local Government regularly (and not less than once in every four financial years) and 

report to the Local Government the results of those reviews. 

2. Purpose and scope 

The internal audit assessed the City’s progress in implementing action plans designed to address the 

opportunities for improvement and recommendations raised (38 in total) in the following audits and 

reviews of the City’s procurement function, conducted during 2012 and 2013: 

 Deloitte Fraud Control and Risk Assessment (January 2012) 

 Deloitte Procurement Internal Audit (November 2012) 

 CCC Procurement Audit (January 2013) 

 RMRI High level operational risk review (September 2013). 

Additional context 

 A total of 38 procurement-related improvement opportunities and action plans were identified 

through those four audits and reviews 

 The dedicated Procurement function currently consists of five staff members and one vacant role, 

which is expected to be filled 

 The City’s annual procurement expenditure approximates $70m, which is comprised of 

approximately 8,000 to 10,000 transactions per annum. 

Our work considered: 

 The City’s records of its progress with the implementation of action plans to address each 

recommendation/opportunity for improvement 

 Advice and representations from the City’s management and staff regarding specific actions or 

explanations relevant to each recommendation/opportunity for improvement 

 Evidence of relevant actions being implemented. 

Where necessary, testing was performed to validate the implementation of a new control. 

Consideration was also given to any further improvement opportunities evident in the City’s current and 
proposed procurement function and model.  

3. Work performed 

The following approach was applied to this assignment. We: 

 Confirmed through discussion that the Manager Financial Services and Strategic Procurement 

Manager have an understanding of the actions taken to address each recommendation/opportunity 

for improvement 
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 Examined and understood available reports, papers or references, which describe actions taken to 

address each recommendation/opportunity for improvement 

 Understood the objectives and status of the City’s 2014-2017 Strategic Procurement Plan  

 Considered the impact of modifications to the City’s procurement structure and model 

implemented from 2013 onwards 

 Obtained copies of updated policies, procedures and relevant supporting references 

 Walked through updated processes and procedures to determine whether those processes and 

procedures have been implemented. Our work was limited to assessing the implementation of 
actions and not the effectiveness of those actions 

 Summarised the results of our work in a concise table, including our assessment of the status of 

action plans as either Complete, In-progress, Outstanding or Closed-out 

 Conducted a meeting with relevant personnel following completion of the fieldwork to discuss 

the results of our work 

 Presented a draft report to management, including any agreed action plans for further addressing 

items raised by previous audits and reviews and/or for further improving controls  

 Obtained management input and comment, including proposed action plans to address matters 

raised through the internal audit 

 Presented a final report to the Audit & Strategic Finance Committee for consideration. 

4. Key results 

The four audits and reviews between January 2012 and September 2013 identified a total of 38 

recommendations.  

This internal audit observed that the implementation of the action plans resulted in a positive change and 
significant improvement of the City’s procurement function. 

Key achievements include: 

 Development and implementation of a  strategic procurement function 

 Strengthening and implementing controls 

 Assessing and managing fraud control and risk 

 Reviewing and updating procurement policies and procedures. 

The timeline of key events at section 6 of this report reflects the City’s progress since the Fraud Control 
and Risk Assessment in January 2012.  

Key events within the last two years include: 

 The review of delegated financial authority, purchasing and approval process and the purchase 

order amendment process, which were the first changes the team started to implement in August 
2013 

 Appointment of the Strategic Procurement Manager in October 2013 

 A new procurement model and framework was proposed by the Strategic Procurement Manager 

and implemented by the City 

 The majority of change occurred in the period of October 2013 and September 2014 with some 

implementations still being ongoing 
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 Between July 2014 and February 2015, the City concentrated on the proposed council 

amalgamation which is the cause of fewer actions being taken during that period. 

The current status of the implementation of action plans is outlined at section 5 of this report. 

We also recognise that in order for the City to pursue its strategic direction toward better practice 
procurement (which is intended to deliver greater value to the City), the City will need to commit ongoing 

effort and resources. 

5. Status of implementation of action plans 

The following table summarises the City’s progress in addressing the 38 improvement opportunities 

raised in the four audits/reviews. 

 
Total improvement 

opportunities 
Completed Closed out In progress Outstanding 

Fraud Control and Risk 

Assessment (January 2012) 
4 4 0 0 0 

Procurement Internal Audit 

(November 2012) 
14 12 0 2 0 

CCC Procurement Audit 

(January 2013) 
14 10 1 3 0 

High level operational risk 

review (September 2013) 
6 5 0 1 0 

Total 38 31 1 6 0 

Details relating to each recommendation are presented in Appendix A. 

Completed  

Of the 31 ‘completed’ recommendations, the Procurement team implemented additional actions for 15. 
By going beyond the original treatment plan, the procurement team shows its commitment to addressing 

the identified issues effectively and their dedication to further enhancing the procurement function.  

Closed out 

The ‘closed out’ item relates to the recommendation of the CCC Procurement Audit to introduce a weekly 

petty cash reconciliation. The City has reviewed this risk and is satisfied with the controls it has in place 
over the petty cash service and will not be taking any further action. The established controls have not 

been questioned by the external auditors. 

In progress  

The six recommendations that are currently ‘in progress’ can be grouped into the following four main 

initiatives: 

1. Contract Management Module – the ‘CoC Contracts’ workplace is to be rolled out to contract users 

2. Expenditure report – further enhance the system-generated report to reduce the spreadsheet reliance 

3. Documentation for DFA review procedure – Management review and sign off procedure of the 
DFA levels to be included in the ‘end of year’ process 

4. Purging of inactive suppliers. 

The procurement team is fully aware of the actions that are yet to be completed. The actions taken to date 

and the revised action plan for each of the four items are detailed at section 7 of this report. 
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6. Timeline of key events 
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7. Actions in progress 

7.1 Contract Management Module – the ‘CoC Contracts’ workplace is to be 

rolled out to the remaining contract users 

The Procurement team, with the support of the Business Systems unit, has acquired and implemented the 

TechOne Contracts Management Module (CMM). The implementation consisted of two phases. 

Phase one, which involved the transfer of contract details into the new system, data cleansing and the 
collection and updating of qualification documents, was completed by July 2014. System alerts for 

expiring contracts and qualifications have also been developed and implemented. 

The second phase of the CMM implementation was started but not completed since the cost involved 

would have exceeded the value added. The Strategic Procurement Manager made a decision to implement 

an alternative project instead. Together with the TechOne Business System Officer, the workplace ‘CoC 
Contracts’ was set up. Contract users now have the option to enquire regarding contract information. The 

access to the workplace is controlled by Business Systems.  

Users have read-only access with the Contract Administrator and the Business Systems unit being able to 
edit information. The Procurement Support Officer is responsible for the contract data, including editing, 

updating and changing the status of a contract to inactive. The project has been made available to key 

contract users to provide visibility to pricing and all other information relating to a contract. The 
workplace is currently used by the Procurement team only and is due to be rolled out to the remaining 

contract users by October 2015. 

Revised action plan 

 Access to the ‘CoC Contracts’ workplace will be provided to all contract users of the City. 

7.2 Expenditure report 

The Strategic Procurement Manager uses two reports to track the City’s expenditure.  

A monthly report generated in the TechOne system shows the top 10 vendors and users/purchasers. The 
report is saved to a lockdown share drive with restricted access to the Executives and the Strategic 

Business unit Manager Group (SBMG). The current report includes duplications and is subject to 

manipulation by the Strategic Procurement Manager who modifies the extracted information to make it 
presentable and useful.  

An annual Excel report created by the Strategic Procurement Manager tracks accumulated expenditure. 

The report includes expenditure data from the previous year and is updated with the current year’s 
expenditure monthly. The report aims to raise awareness and educate the SBMG, Senior Managers and 

anyone who has direct responsibility to spend. 

Revised action plan 

 Duplications will be removed  

 Data input fields will be enhanced. For example by using a drop down box rather than a type-in 

box to avoid having the same person with different spelling on the report twice 
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7.3 DFA review documentation 

Procedures for establishing or amending DFA levels for officers have been formalised and the ability to 

make system DFA changes is restricted to the Strategic Financial Systems Manager and the Financial 

Systems Accountant. 

Newly implemented system configuration has improved the ability to monitor and review existing DFA 

levels against employees and generate detailed audit reporting.  

An annual management review and sign off procedure has been developed to ensure the currency and 

compliance of DFA level settings. The review and sign off procedure is not documented but is included in 

the City’s risk register.  

Revised action plan 

 A management review and sign-off procedure will be included as part of the ‘end of year’ 

process. 

7.4 Purging vendor/supplier master file  

The City has reviewed and updated the Supplier Master File. 

The City has approximately 7,000 trade suppliers in its database. More than half of these suppliers have 

been dormant without supply transactions for many years. As a data cleansing and supplier rationalisation 
exercise, the City wrote to approximately 2,000 active suppliers asking them to return updated supplier 

data forms, EFT details and agreement to the City’s updated standard terms and conditions (T&Cs). 

Significant work has been carried out in processing returned information and following up outstanding 

suppliers.  

A Statement of Business Ethics was prepared and adopted, outlining the integrity and ethical standards 

expected by the City to be met by its suppliers when doing business. The content was compiled by the 
Strategic Procurement Manager and underwent a comprehensive review process. This Statement has been 

circulated to those existing suppliers who have agreed to the City’s T&Cs and all new suppliers since its 

adoption.  

Inactive suppliers are kept in a separate spreadsheet but could still be used as they have not been removed 

from the system. 

Revised action plan 

 Purging of inactive suppliers will be completed by February 2016. 

 

The table below summarises the priority of the four revised action plans: 

Opportunity for improvement 
Prioritisation 

Rating 
Primary Cause 

1 
Provide access to the ‘CoC Contracts’ workplace 
to all contract users of the City  

Technology 

2 Further enhancement of the expenditure report 
 

Technology 

3 
Include management review and sign-off 

procedure in the ‘end of year’ process  

Process 

4 Purging of inactive suppliers 
 

Technology/ 

Process 

The Prioritisation Ratings and Primary Cause Analysis provided in this report are set out in Appendix B.  
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8. Impact on risk profile and further opportunities 

for improvement 

This audit considered all actions implemented and formed a holistic view of the procurement function and 

its risk profile.  

The following areas have a more heightened risk and improvement opportunity and are for consideration 

as the procurement function continues to evolve:  

8.1 Single person reliance  

The Strategic Procurement Manager has implemented the majority of the changes within the procurement 

team since his appointment in October 2013. As a result, he has a lot of knowledge and systems access. 

The risk is over reliance on a single person, who has limited monitoring of his actions and decisions.  

8.2 Spreadsheet reliance 

This improvement opportunity links to one of the revised action plans – enhancement of the expenditure 
report. The Strategic Procurement Manager is currently using an Excel spreadsheet to monitor and track 

annual expenditure by business unit, vendor and users/purchasers. The input of data is manual and could 

result in intentional or unintentional errors, which could in turn lead to misleading reporting. In order to 
be less reliant on the spreadsheet, the system-generated expenditure report could be enhanced to make it 

more useful and relevant. A more advanced expenditure report will increase the level of reporting and 

transparency.  

8.3 Contract Management process 

The City’s Contract Management process is a high risk area with genuine opportunities for positive 
change, particularly to enhance its contract development and management practices and to educate/train 

key staff. 

The City is considering the following specific enhancements: 

 Use of key performance indicators (KPIs) to provide visibility over contract compliance 

 Improved contractor management, starting from the initial contractor selection. Greater emphasis 

will be put on educating contractors on the contract process in order to reduce contract breaches. 

The City needs to establish consistent expectations and processes for how contractors are to be 

managed once they are engaged. 

9. Report clearance 

We have discussed the content of this report with Nelson Mauricio (Manager, Financial Services) and 
Tony Natale (Strategic Procurement Manager). 

10. Acknowledgement 

We place on record our appreciation of the assistance and cooperation received from the City’s 

management and staff during the assignment. 
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Appendix A – Actions taken 

Fraud Control and Risk Assessment (January 2012) 

Rec. 

No 

Improvement opportunities and action plan Actions taken Current Status 

F1 Strengthened contract and project management structure and 

framework. 

Action plan 

 Implement a new procurement model 

 Update standard terms and conditions 

 Develop and implement a new procurement non-

compliance report (monthly) 

 Strengthen new supplier procedure. 

 New procurement model implemented 

 Developed and updated standard terms and conditions and sent to all 

existing and new suppliers 

 Updated supplier form that needs to be completed by the supplier (Supplier 

Justification Form) 

 New monthly non-compliance report developed and implemented. 

Complete 

F2 Transparent conduct with suppliers. 

Action plan 

Include a ‘no canvassing’ clause while issuing tendering 

instructions. 

Addressed at F1 above 

All documentation in regards to supplier management is available on the City's 

website (tenders and quotations page). 

A ‘no canvassing’ clause is included in the Statement of Business Ethics. 

Complete 

F3 Purchasing and payment approval – segregation of duties. 

Action plan 

Review and update purchasing and approval process to ensure 

segregation of duties. 

Addressed at C5 below Complete 

F4 Supplier set-up - segregation of duties. 

Action plan 

Implement a procedure to audit master file setup changes 

report to ensure that all changes to supplier master file are 

properly authorised. 

 

 Reviewed and updated supplier set-up process  

 Updated and implemented a new supply form that needs to be completed by 

the supplier (Supplier Justification Form) 

 Procurement team inputs supplier details into the system  

 AP team enters financial information (bank details) into the system 

 AP also holds final approval. 

Complete 
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Procurement Internal Audit (November 2012) 

Rec. 

No 

Improvement opportunities and action plan Actions taken Current Status 

P1 Develop and implement a procurement strategy and model 

that achieves efficiencies and savings from focused and 
strategic procurement and outline what system, resource and 

process changes are required to achieve this 

Action plan 

 Undertake the development and implementation of a 

Corporate Procurement Strategy including determining 

which procurement model suits the City’s needs 

 Scope and implement system changes for decentralising 

purchase orders under $ 2,000 (ex GST). 

A centre-led (control hybrid) model was implemented for the City’s 

procurement function.  

 

Complete 

P2 Consider restructuring the central Procurement function to 
ensure sufficient resources are set aside to drive the 

procurement strategy and to address the more strategic 

elements of procurement. 

Action plan 

Review the structure of Procurement Services. 

 Per P1 above, a centre-led (control hybrid) model was implemented for the 
City’s procurement function. 

 Procurement team structure has been updated 

 Competencies, skill sets and personal work attributes of the existing staff 

within Procurement have been assessed. Individual roles were redefined 

and job descriptions updated.  

Complete 

P3 Segregate the role of persons involved in tendering from the 

routine purchase process to more effectively manage the 

workload of the Procurement team. 

Action plan 

Review the structure of Procurement Services. 

Addressed at P2 above Complete 

P4 Maintain a complete record of contracts due for renewal in the 
TechOne module so that tendering can be planned and 

initiated well before the expiry of the current contracts. 

Action plan 

Technology One’s Contract Management System (together 

with the tender development functionality of the Customer 

Relationship Management System) to be implemented in 2013 

(subject to the commitment of IT resources) to replace the 

current Contracts Register (MS Excel spreadsheet) created in 

2012 as an interim measure. 

TechOne Contracts Management module has been implemented. The 
implementation involved: 

 Transfer of contract details from Excel spread sheets into the new system 

 Data cleansing  

 Collection and updating of qualification documents 

 System alerts have been developed for expiring contracts and 

qualifications.  

 

Complete 
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Rec. 

No 

Improvement opportunities and action plan Actions taken Current Status 

P5 Educate staff on the need for timely identification and 
communication of purchases that require tendering and 

reinforce the need for the City’s compliance with the Local 

Government Act. 

Action plan 

Advise/educate all staff about the existence and purpose of the 

monthly contract development. 

 

 A new framework was developed by the Procurement team to enable the 
monitoring, reporting and follow up treatment of policy and procedural 

non-compliance. The framework includes guidelines that detail an 

escalation matrix for further action and likely consequences 

 All staff have been trained on contract development and compliance 

requirements 

 This training is included in the induction training for new staff 

 Also addressed at C8 below. 

Complete  

 

P6 Update Procurement procedures in line with updated 
Procurement Policy and advise all staff that they are available 

from the City’s Staff Portal. User manuals to be made 

available in conjunction with training and on the staff intranet 

with FAQ’s. 

Action plan 

 Review and update Procurement Procedures 

 Place updated procedures on the City’s intranet for easy 

access. 

 All procurement documents have undergone a comprehensive review 

 All procedures and guidelines were modernised and updated to conform to 

the City’s new procurement model and strategy 

 Updated procedures are available on the staff portal. 

 

Complete 

A number of 
documents are yet 

to be published. 

P7 Incorporate procurement process education into structured 

user training sessions on accessing financial systems and 

processes (Nuts & Bolts training series). 

Action plan 

Incorporate procurement process education into structured 
user training sessions on accessing financial systems and 

processes. 

 A new awareness and refresher training program regarding changes to 

purchase order receipting and order amendments was developed and made 

compulsory for all employees with a system user account. 

 The Strategic Procurement Manager keeps a training spreadsheet detailing 

all completed and outstanding training. This data is provided to HR Service 

Unit for inclusion against employee’s training record. 

 

Complete 

Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Appendix A– Actions taken 

Deloitte: 2015 Procurement Improvement internal audit 11 

Rec. 

No 

Improvement opportunities and action plan Actions taken Current Status 

P8 Consider altering the FinanceOne configuration/setup such 
that amended POs are re-routed for approval to the appropriate 

DFA level on the basis of the revised PO value. 

Action plan 

A review will be completed with regards to the best practice 

approach of Purchase Order Amendment (POA) management. 

This review will take into consideration the reducing of work 

load from the Procurement team, the ability of Purchase Order 

Amendments to be performed at the responsible user level and 
the FinanceOne application processes & control functionality. 

The implementation of the PO Amendment routing will be 

performed on a staggered basis in line with change 

management starting from 01/07/2013. This will provide COC 

with the time to review, test and implement the changes, 

disseminate information and, where required, provide training 
to the users. 

 Reviewed and updated the Purchase Order Amendment process. The new 
process enables procurement officers with the necessary DFA limits to 

amend their purchase orders online 

 Since the process has been fully rolled out, the procurement team has lost 

the system functionality to approve order amendments on the system 

 Appropriately, they only have functionality to release amended orders to 

suppliers 

 A requesting officer can make an amendment and approve it but is required 

to send it to the procurement team for releasing to the supplier. 

Complete 

P9 Strengthen change management controls around DFA setup 
and modification by limiting system administrator access to a 

limited number of users (e.g. change access limited to the 

Senior Financial Accountant). 

Action plan 

Business Systems Analysts have been formally advised that 

all new users must be assigned a Level 0 when created on the 

system, as per existing protocol.  Once duly completed 

Delegation Limit Forms are received by Finance, only the 

Senior Financial Accountant (or a delegate) will have the 

authority to change the level.   

 Newly implemented system configuration has improved the ability to 
monitor and review existing DFA levels against employees and generate 

detailed audit reporting 

 An annual management review and sign off procedure has been developed 

to ensure the currency and compliance of DFA level settings. The review 
and sign off procedure is included in the City’s risk register. The procedure 

will be made part of the end of year process 

 Procedures for establishing or amending DFA levels for officers have been 

formalised and the ability to make system DFA changes is restricted to the 

Strategic Financial Systems Manager, Financial Systems Accountant, and 

the Manager Financial Services. 

In progress 
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Rec. 

No 

Improvement opportunities and action plan Actions taken Current Status 

P10 Enhance staff awareness of system functionality and change 
control requirements, which may differ depending on factors 

such as the scale of the project or type of purchase, through 

specific notification/ clarification of procedures and targeted 

training. 

Action plan 

Continue to monitor and review PO’s raised to identify and 

address process failures.  

Revamp existing targeted and refresher user training for the 

procurement module to incorporate guidance on acceptable 

practice for splitting or raising separate Purchase Orders as 

determined by internal management. 

Addressed at P7 above Complete 

P11 Defining the minimum documentation (e.g. signed/email 

authorisation from relevant department head) required to 

support changes to the supplier master file and system DFA 

setup. 

Action plan 

All supplier master file changes must originate from the 

supplier and the supporting documentation will be attached 

within the FinanceOne account maintenance function in 

future.  

As a future process improvement, any changes to the DFA 

setup will require the existing supporting documentation to be 

attached against the user ID maintenance function within the 

FinanceOne system. 

Addressed at F4 above 

 Any changes to the DFA setup now require the email approval to be 

attached to the relevant User’s maintenance function. 

Complete 
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Rec. 

No 

Improvement opportunities and action plan Actions taken Current Status 

P12 Assigning responsibility for monitoring validity and 
appropriateness of changes to the supplier master file and the 

system DFA setup to the Senior Financial Accountant (or 

other responsible personnel). 

Action plan 

Review internal processes to cater for future growth and 

increase in operational activity. The City will balance the 

segregation of duties decisions with the risk exposure and staff 

capability/experience.  

Ensure that supplier master details are accurate and verified. 

The main Internal Controls of the Supplier payments are 

through the proper approval process of the purchase orders. 

Most invoices raised are for purchases made through the 

procurement process, which are approved by the operational 

divisions. The matching of invoices against the delivered 
purchase orders acts as the main control and segregation of 

duties between the Accounts Payable team and the 

procurement process.  

Processes will be put in place to utilise existing system 

functionality to ensure DFA changes are processed within the 
FinanceOne system. 

Addressed at F4, P9 above + C4 and C5 below 

 The assigned responsibility for monitoring validity and appropriateness of 

changes to the supplier master file is documented in the Position 
Description of the relevant staff member 

 The responsibility is assigned to the Procurement Support Officers 

 The Strategic Procurement Manager developed a Procurement Team plan 

that specifies the team members’ responsibilities. 

In progress 
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Rec. 

No 

Improvement opportunities and action plan Actions taken Current Status 

P13 Devise an approach for a considered transition to an improved 
level of compliance, including reaffirming the responsibility 

of management for ensuring compliance and implementing an 

education and awareness program to ensure staff and 

management are fully aware of the City’s requirements and 

expectations. 

Action plan 

Emergency type procurement will be better defined within 

procurement literature and will be a focus area in training 
sessions. Review processes will be developed to better 

identify and control these instances.  

The planned decentralising of purchase orders under $ 2,000 

(ex GST) will reduce bottlenecks in workload and the 

incentive for non-compliant activity.  

Procurement team can then better focus on being more 

vigilant of purchases to identify instances of non-compliance. 

Addressed at F1 and P5 above + C6 below Complete 

P14 Consider formalising a process for escalation of instances of 

non-compliance with the purchase authorisation process, 

including additional scrutiny of the relevant staff member’s 

purchasing activities.  

Action plan 

Reporting framework to be developed for highlighting non-

compliant users and the transaction details.  

Supervisors/managers are to address the issue with users in the 

first instance. Disciplinary action may follow to remove 

purchasing privileges from reoffending users. 

Addressed at C6 below Complete 
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CCC Procurement Audit (January 2013) 

Rec. 

No 

Improvement opportunities and action plan Actions taken Current Status 

C1 For the City to assess fraud and misconduct, particularly in 

procurement, as a ‘high risk’ area within its Enterprise Risk 
Management Framework. 

Action plan 

 Continue to develop the City’s Enterprise Risk 

Management Framework 

 Identification and assessment of risk 

 Prepare and review all risk registers 

 ERM coordinator responsible for monitoring and 

updating risk registers 

 Transitioning these risks into the corporate framework 

 Reports from ERM Coordinator will go to the Audit and 

Strategic Finance Committee. 

 Referenced the Risk Framework and introduce the concept of risk 

procurement documents 

 Redesigned the contract process to include risk evaluations  

 Outlined risk requirement within team 

 Included Risk Management in the Procurement policy 

 Completed and reviewed purchasing procedure. 

Complete 

C2 The City reviews and updates the procurement procedures to 
reflect the current and approved practices. The updated 

procedures should be uploaded on the City's intranet for staff 

use. 

Action plan 

 Review and update Procurement Procedures 

 Place updated procedures on the City’s intranet for easy 

access. 

Addressed at P6 above Complete 

A number of 

documents are yet 

to be published. 
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Rec. 

No 

Improvement opportunities and action plan Actions taken Current Status 

C3 It is recommended that the City develop and formally endorse 
a sole supplier procedure to ensure that the approval for sole 

supplier arrangements is appropriately documented. In 

addition, the City should require Manager level 

recommendation and executive approval, before a supplier is 

added to a Sole Supplier register. 

Action plan 

 Review and update Procurement Procedures to include a 

requirement for Senior Manager recommendation and 
Executive approval before supplier is added to a Sole 

Supplier register. 

 Procedures have been reviewed and updated. Revised procedure includes a 
requirement for Senior Manager recommendation and Executive approval 

before supplier is added to a Sole Supplier register. 

 

 

Complete 

C4 It is recommended that the City review the Delegated 
Financial Authorisation limits recorded in the Finance One 

system on a regular basis. In addition, the City ensures the 

recorded Delegated Financial Authorisation limits are 

supported by approved Purchasing Authorisation Forms and 

all forms are kept by the Procurement Business Unit. 

Action plan 

 Review the DFA’s annually in conjunction with the 

Procurement Business Unit 

 Roles will have set limits in place 

 Ensure procurement & requisition DFA guidelines are 

documented. 

 Inappropriate DFA limits were scaled back in accordance with the new 
internal control framework 

 Newly implemented system configuration has improved the ability to 

monitor and review existing DFA levels against employees and generate 
detailed audit reporting. An annual management review and sign off 

procedure has been developed to ensure the currency and compliance of 

DFA level settings 

 DFA application must be approved by SBMG/Director which is then 

forwarded to Procurement Team for checking and finally to the Finance 

Team for final compliance check 

 Policy and procedure for reviewing DFAs has been created but not yet 

published. 

Complete  

The document is 

yet to be 

published. 

C5 The City amend its practices to ensure there is segregation of 
duties for the key processes relating to procurement, including 

ensuring that staff who raised or approved purchase 

requisitions cannot also approve the related tax invoice for 

payment. 

Action plan 

 Review of delegated financial authorisation (DFA) limits 

 Authorisation is limited to those employed at a more 

senior level 

 Remove Procurement staff’s ability to approve tax 
invoices. 

 Senior Officers are allowed to approve PO only and end users approve 
invoice. If procurement team is end user, there is a process in place that 

ensures segregation of duties. Raising the purchase requisition and 

releasing it is performed by different team members. The invoice is then 

approved by the Strategic Procurement Manager 

 Procurement requisitions require senior management approval 

 Invoice matching and final approval is performed by Finance 

 DFAs reviewed and procedural restriction documented. 

Complete 
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Rec. 

No 

Improvement opportunities and action plan Actions taken Current Status 

C6 The City ensures that the requirements of its procurement 
policies and procedures, particularly in respect of preferred 

suppliers, are followed and the City increases its monitoring 

activities to ensure that instances of non - compliance are 

identified and addressed. 

Action plan 

 Annual review of preferred supplier procedure 

 Ensuring preferred suppliers used by the City are in 

compliance with the policy. 

 A new framework was developed by the Procurement team to enable the 
monitoring, reporting and follow up treatment of policy and procedural 

non-compliance. The framework includes guidelines that detail an 

escalation matrix for further action and likely consequences. These include 

the requirement for further training and education and more seriously, the 

deactivation of purchasing DFA  

 Comprehensive reporting has been developed to record and monitor non-

compliance incidences by business unit, provide data for KPI reporting 

purposes and to conduct trend analysis.  

Complete 

C7 It is recommended the City ensures the weekly petty cash 
reconciliations are reviewed and approved by Manager 

Finance and the manager's review is documented. 

Action plan 

 AP officer will review, check and reconcile 

documentation before processing 

 Manager Finance reviews the AP Officer’s compilation 

before signing the cheque for cashing 

 It is not considered necessary for the Senior Financial 

Accountant to review. 

No action taken. The City is comfortable with the controls over the petty cash 
service. Those have not been questioned by external audit. 

Closed-out 

 

C8 The City delivers regular training on procurement policies and 
procedures, as well as fraud and misconduct risks in 

procurement, for staff having procurement responsibilities 

across all Business Units in the City. 

Action plan 

 Revise the rendering procedures to incorporate recently 

adopted changes in the Sustainability Procurement and 

Evaluation of Tenders Policies 

 Engage WALGA’s Business Solutions to develop a 

tendering and contracts training manual – to be used for 

in-house training. 

 The Procurement team has developed a comprehensive procurement 
induction training program that is mandatory for all staff required to access 

procurement services within their jobs, including all officers with DFA to 

expend Council monies 

 A new awareness and refresher training program regarding changes to 

purchase order receipting and order amendments was developed and made 

compulsory for all employees with a system user account.  

 

Complete 
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Rec. 

No 

Improvement opportunities and action plan Actions taken Current Status 

C9 The City should develop a policy in respect of its business 
relationships with suppliers and contractors and an appropriate 

Statement of Business Ethics with the necessary process for 

reporting breaches. 

Action plan 

 Procurement Services to adopt industry best practice in 

relation to Statement of Business Ethics 

 Provide Statement of Business Ethics to all existing and 

new suppliers and include in tender documentation 

 Get the Department of Local Government involved. 

 Prepared and adopted a Statement of Business Ethics outlining the integrity 
and ethical standards expected by the City to be met by its employees and 

suppliers when doing business. The content was compiled by the Strategic 

Procurement Manager and underwent a comprehensive review process. The 

statement has been circulated to those existing suppliers who have agreed 

to the City’s T&C’s and all new suppliers since its adoption.  

 

Complete 

 

 

C10 The City should ensure that the Supplier Master File records 
are reviewed and updated at least annually. 

Action plan 

Automate the review process of the Supplier Master File 

records and ensure reviews occur annually. 

 The City has some 7,000 trade suppliers in its database. A considerable 
amount of these have been dormant without supply transactions for many 

years. As a data cleansing and supplier rationalisation exercise, the City 

wrote to approximately 2,000 active suppliers asking them to return 

updated supplier data forms, EFT details and agreement to the City’s 

standard terms and conditions (T&Cs). Significant work has been carried 

out in processing returned information and following up outstanding 

suppliers 

 Suppliers to be purged are kept in a separate spreadsheet. A review of 

suppliers used in the past two years identified approximately 2,000 active 

suppliers. If a supplier had not been used for two years, they were 

transferred to the separate purging spreadsheet. 

In progress 
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Rec. 

No 

Improvement opportunities and action plan Actions taken Current Status 

C11 The City develops and documents a formal policy and 
procedure which provides guidance of the City’s contract 

management for all Business Units across the City. 

Action plan 

Develop business cases to evaluate Technology One software 

solutions for a contract management system. 

 The Procurement team (with the support of Business Systems) acquired and 
implemented the TechOne Contracts Management Module (CMM). System 

alerts have also been developed for expiring contracts and qualifications 

 Phase 2 of the project included the uploading of contract price data into 

system catalogues, allowing integration with procurement systems and 

processes. After partially implementing this phase, the Strategic 

Procurement Manager stopped the process as the cost of this phase 

exceeded the value added 

 The Strategic Procurement Manager together with the TechOne Business 
System Officer implemented an alternative project. The workplace ‘CoC 

Contracts’ was set up with a contract enquiry option for users to view 

contract information. The Contract Administrator can choose who has 

access to the workplace 

 Users have read-only access with the Contract Manager and the Business 
Systems Unit being able to edit information. The project has been made 

available to key people to provide visibility to pricing and all other 

information relating to a contract. The workplace is currently used by the 

Procurement team and is due to be rolled out to the remaining contract 

users by October 2015. 

In progress 

 

C12 The City ensures all Letters of Acceptance are signed and 
returned to the City prior to any goods or services being 

purchased from the suppliers. 

Action plan 

Ensures a copy of all Letters of Acceptance will be filed on 

the City’s Record System. 

 Letters of Acceptance are electronically stored in the CMM. 

 

Complete 
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Rec. 

No 

Improvement opportunities and action plan Actions taken Current Status 

C13 The City utilise the Creditor Payment Detail report and review 
this on a regular basis in order to monitor the accumulate 

expenditure by supplier and ensure that the City utilises a 

public tender process, where appropriate. 

Action plan 

 Procurement Service to generate a periodic report on total 

spend by blanket order for the Director Finance and 

Corporate Services. This is used to prioritise and schedule 

resources for tender development and calling 

 The report available on ‘AP Reports’ menu tab that 

aggregates payments made to suppliers over the current 

and past financial years is reviewed annually by the 

Director Finance, Corporate Services and Manager 

Financial Services 

 The report will be automated to refresh on a monthly 

basis and emailed to the above officers. 

 Monthly report generated in the Tech One system and saved to a lockdown 
share drive. Access to the share drive is restricted to the Executives and the 

Strategic Business unit Manager Group (SBMG) members 

 The Strategic Procurement Manager created an annual Excel report with 

accumulated expenditure. The report includes the previous year’s 

expenditure and is updated monthly with the current year’s expenditure 

 The report aims to raise awareness and educate the SBMG, senior managers 

and anyone who has direct responsibility to spend. 

In progress 

  

C14 The City should develop and implement a specific policy for 

dealing with procedural compliance and policy breaches – 

particularly relating to procurement. The policy should be 

accompanied by guidelines. 

Action plan 

The city will amend its procedure to ensure compliance as a 

result of the amended Tendering and Procurement Policy. 

Addressed at C6 above Complete 
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High level operational risk review (September 2013) 

Rec. 

No 

Improvement opportunities and action plan Actions taken Current Status 

R1 An inconsistent method of managing contracts throughout the 

City of Cockburn (including performance management, 
consistent documentation, transparent process, etc).  

Action plan 

 Investigation of new Contract Management System 

 Development of a suitable training program 

 Implementation of a standardised process for contract 

management. 

Addressed at C11 above  

 Flowcharts have been designed to detail process of standardised contract 

management. 

Complete 

R2 Failure to monitor insurance and registration licences e.g. 
operator, security etc. renewals for contractors.  

Action plan 

Monitor insurance and registration licences. 

Addressed at C11 above  

 Contracts Register and Insurance Register have been implemented 

 Registers are generated automatically by the system every day 

 Registers includes a compliance percentage. 

Complete 

R3 Failure to ensure inactive contractors and non-contracted 
suppliers are current and performance managed. 

Action plan 

Monitor inactive contractors and non-contracted suppliers to 

ensure performance management. 

Addressed at C10 above  

 

In progress 

 

R4 Lack of a formalised training program in procurement e.g. 

performance management, purchasing, tenders, contracts, 

lease / service maintenance agreements, breaches.  

Action plan 

Implement formalised training program in procurement. 

Addressed at C8 above  

 

Complete 

 

R5 No formalised and consistent application by internal and 
external contract managers for the process and consequences 

related to contract breaches.  

Action plan 

Implement consistent application by internal and external 

contract managers for the process and consequences related to 

contract breaches. 

 Consistent process and consequences related to contract breaches are 
included in the procurement induction 

 Flowcharts have been designed to detail process of contract 

breaches/variations.  

Complete 
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Rec. 

No 

Improvement opportunities and action plan Actions taken Current Status 

R6 The risk of using out of date procedures / guidelines for 
tendering, contracts and purchasing e.g. Comprehensive 

purchasing procedures (2009), tendering procedures (2004).  

Action plan 

Review and update procedures and guidelines for tendering, 

contracts and purchasing. 

Addressed at P6 above  

 

Complete 
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Appendix B – Risk rating, prioritisation and primary cause 
The following matrices are taken from the City’s Enterprise Risk Management Guidelines 

Table 1: Risk likelihood table 

Level Likelihood Description Probability 

1 Rare Theoretically such an event is possible but not expected to occur during an activity/asset life. < 5% 

2 Possible Possible that such an event may occur once during activity/asset life. 5 - 10% 

3 Occasional Such an event may occur more than twice during an activity/asset life. 10 - 25% 

4 Likely Such events may occur frequently during an activity /asset life. 25 - 50% 

5 Almost Certain Such events are expected to occur routinely during an activity /asset life. > 50% 

Table 2: Risk consequence table 

Level Consequence Injury Financial Loss Asset Loss Disruption Brand Performance 

1 Minor No Injury < $50K or 5% 

of OP 

Little or no 

impact on asset 

< 1/2 day Unsubstantiated, low impact, not newsworthy < 5% variation 

against PI 

2 Disruptive First Aid 

Treatment 

$50K - $250K 

or 10% of OP 

Minor loss or 

damage to asset 

1/2 day to 1 

day 

Substantiated, public interest, low impact, low 

local news profile 

5 - 10% variation 

against PI 

3 Serious Medical 

Treatment 

$250K - $1M or 

25% of OP 

Major damage 

to asset 

1 day to 1 

week 

Substantiated, public interest, moderate impact, 

moderate local news profile. 

10 - 25% variation 

against PI 

4 Critical Death or 

extensive injury 

$1M - $5M or 

25% of OP 

Significant loss 

of asset 

1 week to 1 

month 

Substantiated, public embarrassment, high impact, 

high regional news profile, third party action 

25 - 50% variation 

against PI 

5 Catastrophic Multiple Deaths or 

sever permanent 

disability 

>$5M or 50% of 

OP 

Complete loss 

of asset 

> 1 month Substantiated, public embarrassment, very high 

impact with multiple occurrences, high regional 

news profile, third party action 

> 50% variation 

against PI 
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The estimated severity of a risk event can be determined by first establishing the magnitude of Consequence and Likelihood, then applying the following matrix. Risks are rated 

from “Extreme” to “Low”: 

Table 3: Risk rating table 

   
Consequence 

   
1 2 3 4 5 

   
Minor Disruptive Serious Critical Catastrophic 

L
ik

e
li

h
o

o
d

 

1 Rare Low Low Low Low Moderate 

2 Possible Low Low Moderate Moderate Substantial 

3 Occasional Low Moderate Moderate Substantial High 

4 Likely Low Moderate Substantial High Extreme 

5 Almost Certain Moderate Substantial High Extreme Extreme 

 

Table 4: Risk rating definitions 

Risk Level Code Delegate Meaning Risk Treatment 

Low L Staff Little or no impact on the achievement of objectives or capability. Accepted without detailed review. 

Moderate M Manager 
May impact on the ability of organisation to achieve objectives or 

may diminish capability. 
Accepted with review. 

Substantial S Director 
Will impact on the ability of organisation to achieve objectives or 

will diminish capability. 

Accepted with detailed review and assessment.  Action 

Plan prepared. 

High H The Executive 
Significant impact making it difficult for the organisation to 

achieve its objectives.  Will diminish capability of the organisation.  

Mitigate.  Risk requires treatment to mitigate impact.  

Formal assessment and action plan prepared. 

Extreme E CEO 
Significant impact making it unlikely for the organisation to 

achieve its objectives.  Capability of the organisation lost.  

Eliminated.  Requires treatment to eliminate risk.  

Formal assessment and action plan prepared. 
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Prioritisation rating 
To assist management with prioritisation of the action proposed to address those identified risks, the following prioritisation is allocated to each level of risk: 

Risk level Prioritisation Suggested action 

Extreme Critical 
Critical strategic importance or operational exposure, which could seriously compromise internal control and/or operational 

effectiveness. Management action plan and related corrective action should be implemented as a matter of urgency. 

High Important 
Major strategic importance or opportunity to improve business operations, which warrants a management action plan and 

related corrective action to be implemented as a matter of priority. 

Substantial - 

Moderate 
Moderate 

Significant strategic importance or control weakness, which undermines the system of internal control and/or operational 

effectiveness and warrants improvement in the short to medium term. 

Low Minor 
Minimal strategic importance or opportunity to improve business operations, which is raised for management consideration 

of a medium to long term action plan. 

Primary causes 
The primary cause of each internal audit observation/risk is categorised as relating to People, Process, Technology or a combination. Identification of the primary cause is 

designed to assist in the allocation of resources to targeted areas. 

Primary Cause Guidance 

People Persons performing the control activities do not have appropriate training and knowledge to perform the control activities effectively, or 

defined policies and procedures are not being followed. 

Process Policies and procedures are out-dated and do not reflect existing practice, or have not been defined in sufficient detail to address the risks 

to the business. 

Technology Technology is not appropriately implemented or configured to mitigate the risks identified. 
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Understanding the Financial Statements 

Introduction 

The  Financial  Statements  show  how  the  Council  performed  financially  during  the  2013/14  financial  year  and 
presents the financial position as at the 30th June 2015. 

Council  is required  to prepare  its’  financial statements  in accordance with  the Australian Accounting Standards, 
the  Local Government Act 1995 and  the associated  Local Government Regulations.       As Council  is a  “not‐for‐
profit” organisation in the public sector, some of the generally recognised terms used in private sector reports are 
not ideally transferable to the Local Government environment. 

Cockburn Council  is mindful of  its  role of acting  in  the public  interest and  it  is  in  this context  that  this guide  is 
provided to assist readers in understanding and analysing the financial statements. 

What is contained in the Financial Statements? 

Council’s Financial Statements has two sections, namely: 

(1) The principal Financial Statements 
(2) The Notes to and Forming Part of the Financial Statements. 

There are five (5) principal Financial Statements and twenty eight (28) Notes to the Accounts.  These are prepared 
by Council staff, audited by an independent Auditor, presented to Council’s Audit Committee and then accepted 
by full Council as part of the Annual Report.  

The five Principal Financial Statements comprise the following: 

 Statement of Financial Position

 Statement of Changes in Equity

 Statement of Comprehensive Income

 Cash Flow Statement

 Rate Setting Statement

The Notes to the Accounts include the accounting policies that were applied in preparing the financial statements, 
as well as more detailed information relating to specific items and values disclosed within the statements.  

Statement of Financial Position 

This statement  is a snap shot of the financial position of the Council as at 30 June 2015.    It shows what Council 
owns as assets and what it owes as liabilities. The bottom line of this statement is the net assets and is equivalent 
to the net worth of the Council that has built up since inception. 

The assets and liabilities are separated into those that are Current and Non Current.  Current means those assets 
and liabilities, which are likely to be consumed or extinguished within the next 12 months. Non Current refers to 
assets and liabilities with an economic life extending beyond 12 months.  

Statement of Changes in Equity 

From one year to the next, the value of and composition of equity (as reported within the Statement of Financial 
Position) changes. Equity can be defined as being the net worth of Council or its net assets (Assets less Liabilities).  
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Council’s equity is comprised of Cash Backed Reserves, Asset Revaluation Reserve (non cash) and the Accumulated 
Surplus. Net  surpluses  (or deficits)  from Council’s operations  (as disclosed  in  the  Statement of Comprehensive 
Income), will  change  the  overall  total  of  equity  (via  the  accumulated  surplus).  Asset  revaluations  also  impact 
Council’s net worth position.  Transfers to and from cash backed reserves, whilst not impacting the overall total of 
equity, demonstrate the consumption of or accumulation of savings for future purposes.  
  
 
 Statement of Comprehensive Income  
 
The Statement of Comprehensive Income shows: 
 

 The sources of Council’s Revenue under various Program Headings 

 The expenses incurred in running the Council during the year under Program Headings 
 
These expenses relate only  to  the operations and do not  include  the costs associated with  the purchase or  the 
building of assets.  While asset purchase costs are not included in expenses, there is an item for depreciation.  This 
is the annual allocation of the cost of assets by reference to the remaining useful life of assets. 
 
The  key  figure  is  the  change  in  net  assets  resulting  from  operations  and  this  year,  it  indicates  that  revenues 
exceeded expenses. 
 
 
Cash Flow Statement 
 
The Cash Flow Statement summarises Council’s cash payments and cash receipts for the year.  This statement is 
presented according to a very specific accounting standard and needs some care and analysis.  The values in the 
Cash Flow Statement differ from those shown in the Statement of Comprehensive Income, as it is prepared on a 
cash basis, whereas the Statement of Comprehensive Income is prepared on an accruals basis. 
 
Cash  in  this statement  refers  to bank deposits and other  forms of highly  liquid  investments  that can be  readily 
converted to cash. 
 
Council’s cash arises from and is used in three main areas: 
 

 Operating activities 

 Investing  activities  –  this  term  relates  to  assets  such  as  infrastructure,  plant,  land  and  other  long‐term 
revenue producing assets. 

 Financing activities – this is used to record the receipt and repayment of external financing such as loans and 
leases. 

 
The bottom line of the Cash Flow Statement shows the cash held at the end of the financial year. 
 
 
Rate Setting Statement 
 
The  inclusion of a Rate Setting Statement  in  the annual  statements  is a  requirement of  the  Local Government 
(Financial Management) Regulations 1996. The format for this statement is prescribed within the regulations and 
is the same as that included in the annual budget.  
 
As  the name  suggests,  the Rate  Setting  Statement  sets out  the  total amount of general  rates proposed  in  the 
budget and the amount actually raised during the reporting year. To arrive at these, the statement reconciles all 
sources and application of  funds and  the closing surplus or deficit  (less any opening balances). This  includes all 
operational  revenue  and  expenses  (as  included  in  the  Statement  of  Comprehensive  Income)  together with  all 
capital  acquisitions  made,  transfers  to  and  from  cash‐backed  reserves  and  transactions  associated  with 
borrowings.  
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The  Rate  Setting  Statement  provides  a more  complete  picture  of  the  council’s  financial  activities  during  the 
reporting  year  compared  to  the  Statement  of  Comprehensive  Income  (which  reports  only  on  the  operational 
activities). 
 
Notes to the Accounts 
 
The notes are a very  important and  informative section of the Report.   They provide additional meaning to and 
information in support of the principal statements.  
 
The  Significant  Accounting  Policies  at  note  1  provide  the  reader  with  the  policies  and  parameters  used  in 
preparing  the  Statements.  In  other words,  these  are  the  ground  rules  that  form  the  basis  for  preparing  the 
statements. 
 
Apart from the Accounting Policies, the other notes provide the details behind many of the summarised figures 
contained within  the  statements.   Where  there  is  a  direct  correlation  between  amounts,  the  applicable  note 
number is disclosed beside the relevant item in the statements. 
 
The notes should be read in conjunction with the principal Financial Statements to get a clearer understanding of 
Council’s financial position. 

 

 
Auditor’s Report & CEO’s Statement 
 
The  independent Audit Report provides  an  external  and  independent opinion on  the  Financial  Statements.    It 
provides the reader with the scope of the audit work undertaken and expresses an audit opinion formed on this 
basis. The audit opinion relates to the fairness aspects and the statutory compliance of the Financial Statements. 
 
The Statement by the Chief Executive Officer serves as a written undertaking by management to the correctness 
and fairness of the statements. 
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Statement by Chief Executive Officer

The attached financial report of the City of Cockburn, being the Annual Financial Report and supporting notes and other  
information for the financial year ended 30 June 2015, are in my opinion , properly drawn up to present fairly the 
financial position of the City of Cockburn at 30 June 2015 and the results of the operations for the financial year then 
ended, in accordance with the Australian Accounting Standards  and comply with the provisions of the Local Government 
Act 1995 and the regulations under that Act.

Signed as authorisation of issue on the 19th November 2015

S Cain
Chief Executive Officer

4

Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Statement of Comprehensive Income

by Nature or Type
for the Year Ended 30 June 2015

Actual Budget Actual
Notes 2014/15 2014/15 2013/14

$    $    $   
OPERATING REVENUE

Rates 23a 65,044,331               62,880,000                58,521,022               
Specified Area Rates 23b 312,317                     270,000                      271,464                     
Fees and Charges 25 40,311,919               39,708,911                40,700,398               
Service Charges 4,031,642                  4,000,000                  3,842,864                 
Grants and Subsidies 27 11,843,090               9,325,765                  8,545,383                 
Contributions, Donations and Reimbursements 1,301,834                  356,840                      1,232,856                 
Interest Earnings 2 5,716,510                  6,369,391                  6,159,822                 
Other revenue and Income 26,637                       7,100                          19,179                       

Total Operating Revenue 128,588,280             122,918,007              119,292,989             

OPERATING EXPENDITURE
Employee Cost (45,115,536)              (43,596,453)               (42,124,183)              
Materials and Contracts (33,512,994)              (32,304,838)               (32,658,959)              
Utilities (4,285,795)                (4,513,005)                 (4,212,014)                
Interest Expenses (123,170)                    (123,300)                    (171,505)                   
Insurances (1,952,591)                (2,340,500)                 (2,245,574)                
Other Expenses (6,383,171)                (7,514,698)                 (6,337,358)                
Depreciation on Non Current Assets 2 (25,027,845)              (23,755,157)               (21,946,870)              

Total Operating Expenditure (116,401,102)            (114,147,951)            (109,696,463)           

12,187,177                 8,770,056                   9,596,526                  

Grants towards Assets 27 6,715,595                  2,361,387                  4,402,061                 
Contribution towards Assets 11,781,605               4,364,922                  10,063,707               
Gifted And Previously Unrecognised Assets 10b 13,393,722               ‐                                   5,260,583                 
Increase/(Decrease) in Equity ‐ Joint Venture 17 1,274,680                  ‐                                   1,069,737                 
Increase/(Decrease) in LG House Trust 4 143,108                     ‐                                   ‐                                  
Profit on Sale of Assets 20b 2,317,463                  1,150,000                  288,036                     
Loss on Sale of Assets 20b (492,329)                    (582,947)                    (884,744)                   
Impairment ‐ Infrastructure Park Landscaping 10b (15,701,497)              ‐                                   ‐                                  

Total Non‐Operating Activities 19,432,348               7,293,362                  20,199,380               

31,619,526               16,063,417                29,795,905               

OTHER COMPREHENSIVE INCOME
Changes on revaluation of non‐current assets 9b/10b 36,652,247               ‐                                   121,641,411             

36,652,247               ‐                                   121,641,411             

68,271,773               16,063,417                151,437,317             

The Statement of Comprehensive Income should be read in conjunction with the accompanying notes.

Increase/(Decrease)

NON‐OPERATING ACTIVITIES

NET RESULT

TOTAL COMPREHENSIVE INCOME
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Statement of Comprehensive Income

by program
Actual Budget Actual

For the year ended 30 June 2015 2014/15 2014/15 2013/14
Notes $ $ $

REVENUES
Revenue From Ordinary Activities

General Purpose Funding 77,988,574         74,617,282          68,707,165         
Governance 211,482              118,550               236,605              
Law Order & Public Safety 4,038,394           3,473,890            3,398,494           
Health 226,309              225,500               538,660              
Education & Welfare 6,934,498           6,456,183            6,717,915           
Community Amenities 30,471,588         30,944,885          32,299,985         
Recreation & Culture 3,858,299           3,923,060            4,162,408           
Transport 352,845              285,200               326,839              
Economic Services 2,274,265           2,250,864            1,962,394           
Other Property & Services 2,232,026           622,593               942,524              

TOTAL OPERATING REVENUES 128,588,280      122,918,007      119,292,989       

EXPENSES
General Purpose Funding (1,068,489)          (772,762)              (1,151,321)          
Governance (9,919,116)          (9,633,833)           (9,224,930)          
Law Order & Public Safety (5,326,612)          (5,370,859)           (4,714,560)          
Health (2,298,026)          (2,446,898)           (2,423,926)          
Education & Welfare (13,030,111)       (11,476,920)       (11,273,655)        
Community Amenities (29,943,002)       (30,626,704)       (27,732,322)        
Recreation & Culture (26,082,512)       (27,098,500)       (25,702,116)        
Transport (24,583,064)       (23,443,879)       (22,325,586)        
Economic Services (2,478,111)          (2,457,921)           (2,344,288)          
Other Property & Services (1,672,060)          (819,677)              (2,803,758)          

Total Operating Expenditure (116,401,102)     (114,147,951)     (109,696,463)      

12,187,177        8,770,056            9,596,526           

General Purpose Funding 85,557                 85,557                  82,002                 
Governance 6,219,799           ‐                             808,578              
Community Amenities 1,023,748           100,000               605,182              
Recreation & Culture 48,677                 ‐                             51,796                 
Transport 2,965,410           2,210,830            5,210,176           
Other Property & Services 8,154,009           4,329,922            7,708,035           

18,497,201        6,726,309            14,465,768        

13,393,722         ‐                             5,260,583           
1,274,680           ‐                             1,069,737           
143,108              ‐                             ‐                            

Education & Welfare 37,722                 30,000                  39,502                 
Recreation & Culture (492,329)             ‐                             (40,188)               
Transport 125,302              (387,287)              427,137              
Other Property & Services (13,547,057)       924,339               (1,023,159)          

(13,876,363)       567,053               (596,708)             

31,619,526        16,063,417         29,795,905        

OTHER COMPREHENSIVE INCOME
Changes on revaluation of non‐current assets 36,652,247         ‐                             121,641,411       

36,652,247        ‐                             121,641,411       

68,271,773        16,063,417         151,437,317       

The Statement of Comprehensive Income should be read in conjunction with the accompanying notes.

PROFIT/(LOSS) ON DISPOSAL OF ASSETS

NET RESULT

TOTAL COMPREHENSIVE INCOME

Increase/(Decrease)

GRANTS/CONTRIBUTIONS TOWARDS ASSETS

Gifted And Previously Unrecognised Assets
Increase/(Decrease) in Equity ‐ Joint Venture
Increase/(Decrease) in LG House Trust
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Statement of Financial Position
Actual Actual

As at 30 June 2015 2014/15 2013/14
Notes $ $

CURRENT ASSETS
Cash and Cash Equivalents 3 129,018,060       104,834,013        
Trade & Other Receivables 6 5,470,423           4,959,639            
Other Assets 7 621,686              552,401               
Inventories 8 18,634                39,421                 

Total Current Assets 135,128,804       110,385,474        

NON CURRENT ASSETS
Financial Assets ‐ Non Current 4 4,649,839           4,357,037            
Interests in Joint Ventures 5 8,437,737           7,163,057            
Other Receivables 6 632,550              586,747               
Property, Plant and Equipment 9 260,695,329       249,501,577        
Infrastructure 10 717,267,463       684,766,190        
Rehabilitation Assets 11 8,565,455           ‐                             

Total Non Current Assets 1,000,248,374   946,374,608        

TOTAL ASSETS 1,135,377,178   1,056,760,082    

CURRENT LIABILITIES
Provisions 13 4,618,800           4,552,635            
Trade & Other Payables 12a 8,063,526           8,623,945            
Borrowings 12b 1,423,320           1,373,356            

Total Current Liabilities 14,105,646         14,549,937          

NON CURRENT LIABILITIES
Provisions 13 10,399,749         1,587,679            
Trade & Other Payables 12a 6,203,155           2,802,292            
Borrowings 12b 743,174              2,166,493            

Total Non Current Liabilities 17,346,077         6,556,463            

TOTAL LIABILITIES 31,451,723         21,106,400          

1,103,925,454     1,035,653,682    

EQUITY
Accumulated Surplus 428,609,779       418,475,456        
Reserves ‐ Cash/Investment Backed 14 107,073,767       85,588,563          
Revaluation Surplus 15 568,241,909       531,589,662        

1,103,925,454     1,035,653,682    

The Statement of Financial Position should be read in conjunction with the accompanying notes.

NET ASSETS

TOTAL EQUITY
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Statement of Changes in Equity
Actual Actual

For the year ended 30 June 2015 2014/15 2013/14
Notes $ $

RESERVES CASH/INVESTMENT BACKED
Balance at beginning of year 85,588,563         75,389,461          
Transfer from accumulated surplus 50,538,590         48,931,524          
Transfer to accumulated surplus (29,053,386)       (38,732,421)        
Balance at end of reporting period 14 107,073,767       85,588,563          

REVALUATION SURPLUS
Balance at beginning of year 531,589,662       409,948,251        
Revaluation Increments during year 36,652,247         121,641,411        
Balance at end of reporting period 15 568,241,909       531,589,662        

ACCUMULATED SURPLUS
Balance at beginning of year 418,475,456       398,878,653        
Net result 31,619,526         29,795,905          
Transfer from reserves 29,053,386         38,732,421          
Transfer to reserves (50,538,590)       (48,931,524)        
Balance at end of reporting period 428,609,779       418,475,456        

1,103,925,454   1,035,653,682    

The Statement of Changes in Equity should be read in conjunction with the accompanying notes.

TOTAL EQUITY
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Statement of Cash Flows
Actual Budget Actual

For the year ended 30 June 2015 2014/15 2014/15 2013/14

Notes $ $ $

CASH FLOWS FROM OPERATING ACTIVITIES

Payments

Employee Cost (44,802,756)           (43,000,473)            (41,956,775)           

Materials and Contracts (34,139,958)           (39,292,834)            (33,197,937)           

Utilities (4,285,795)             (4,513,005)              (4,212,014)             

Interest Paid (123,170)                 (123,300)                  (171,505)                 

Insurances (1,952,591)             (2,340,500)              (2,245,574)             

Other Expenses (6,383,171)             (7,526,703)              (6,337,358)             

GST on Payments (6,837,579)             ‐                                (7,691,507)             

(98,525,021)           (96,796,815)            (95,812,670)           

Receipts

Rates 64,484,285            63,150,000             59,277,383            

Fees and Charges 40,328,331            43,708,911             50,366,209            

Service Charges 4,349,053               4,000,000                ‐                               

Contributions, Donations and Reimbursements 1,301,834               356,840                   1,232,856               

Interest Received 5,716,510               6,369,391                7,348,172               

Grants & Subsidies ‐ Operating 11,843,090            9,825,765                8,545,383               

Other Revenue/Income 26,637                    7,100                       19,179                    

GST on Receipts 2,596,877               ‐                                ‐                               

GST Refunded by ATO 4,240,702               2,500,000                2,682,417               

134,887,318          129,918,007           129,471,599          

16a 36,362,297              33,121,192              33,658,929             

CASH FLOWS FROM INVESTING ACTIVITIES

Proceeds from Sale on Non Current Assets 20b 4,001,046               2,525,125                4,403,544               

Purchase Furniture and Equipment ‐                               (206,000)                  (19,695)                   

Purchase Computer Equipment (642,552)                 (434,000)                  (750,716)                 

Purchase & Construction of Infrastructure Assets (17,043,477)           (17,116,028)            (12,765,162)           

Purchase Plant and Machinery (3,426,802)             (4,007,500)              (2,543,977)             

Purchase & Development of Land (1,406,416)             (50,000)                    (586,864)                 

Purchase & Construction of Buildings (14,035,063)           (24,337,000)            (26,701,374)           

Grants & Contributions for the Development of Assets 18,497,201            6,726,309                14,465,768            

Net Movement in Investments (149,694)                 ‐                                1,607,146               

(14,205,757)             (36,899,094)             (22,891,330)            

CASH FLOWS FROM FINANCING ACTIVITIES

Increase/(Decrease) in Bonds Held 3,400,863               ‐                                253,748                  

Loan Principal Repayment (1,373,356)             20,000,000             (1,325,151)             

2,027,507                20,000,000              (1,071,402)              

Net Increase/(Decrease) In Cash during year 24,184,047            14,848,742             9,696,198               

Cash & Cash Equivalents at Beginning of Reporting Period 104,834,013          67,064,180             95,137,816            

3,16b 129,018,060            81,912,923              104,834,013           

The Statement of Cash Flow should be read in conjunction with the accompanying notes.

NET CASH FLOWS PROVIDED BY/(USED IN) OPERATING 

ACTIVITIES

NET CASH FLOWS PROVIDED BY/(USED IN) INVESTING 

ACTIVITIES

NET CASH FLOWS PROVIDED BY/(USED IN) FINANCING 

ACTIVITIES

CASH & CASH EQUIVALENTS AT END OF REPORTING PERIOD
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 Actual Budget Actual
2014/15 2014/15 2013/14

Notes $   $   $   
Operating Revenue
Specified Area Rates 23b 312,317                 270,000             271,464              
Fees & Charges 23b 40,311,919            39,708,911         40,700,398         
Service Charges 23b 4,031,642              4,000,000          3,842,864           
Operating Grants & Subsidies 23b 11,843,090            9,325,765          8,545,383           
Contributions, Donations, Reimb 23b 1,301,834              356,840             1,232,856           
Interest Earnings 23b 5,716,510              6,369,391          6,159,822           
Other Revenue / Income 23b 26,637                   7,100                 19,179                
Profit on Sale of Assets 20b 2,317,463              1,150,000          288,036              
Total Operating Revenue 65,861,412            61,188,007         61,060,002         

Operating Expenditure
Employee Cost (45,115,536)           (43,596,453)       (42,124,183)        
Materials and Contracts (33,512,994)           (32,304,838)       (32,658,959)        
Utilities (4,285,795)             (4,513,005)         (4,212,014)          
Interest Expenses 22 (123,170)                (123,300)            (171,505)             
Insurances (1,952,591)             (2,340,500)         (2,245,574)          
Other Expenses (6,383,171)             (7,514,698)         (6,337,358)          
Loss on Sale of Assets 20b (492,329)                (582,947)            (884,744)             
Impairment - Infrastructure Park Landscaping 10b (15,701,497)           -                         -                         
Depreciation on Non Current Assets 9b, 10b (25,027,845)           (23,755,157)       (21,946,870)        
Total Operating Expenditure (132,594,928)         (114,730,899)     (110,581,207)      

(66,733,516)           (53,542,892)       (49,521,205)        

Adjustments for Cash Budget Requirements:
Profit on Sale of Assets 20b (2,317,463)             (1,150,000)         (288,036)             
Loss on Sale of Assets 20b 492,329                 582,947             884,744              
Impairment - Infrastructure Park Landscaping 10b 15,701,497            -                         -                         
Depreciation on Assets 9b, 10b 25,027,845            23,755,157         21,946,870         
Movement in Restricted Grants & Contributions -                            -                         6,281,369           
Movement in Non-Current Employee Benefit Provisions 13 246,615                 -                         135,535              
Movement in Deferred Pensioners 6 (45,803)                  -                         (9,751)                

39,105,019            23,188,104         28,950,730         

Capital Expenditure and Revenue
Purchase of Land and Buildings 9b (16,899,796)           (24,387,000)       (27,348,238)        
Purchase of Plant and Machinery 9b (3,426,802)             (4,007,500)         (2,543,977)          
Purchase of Furniture and Equipment 9b -                            (206,000)            (19,695)              
Purchase of Computer Equipment 9b (642,552)                (434,000)            (750,716)             
Construction of Infrastructure Assets 10b (28,978,882)           (17,116,028)       (17,965,744)        
Proceeds on Sale of Assets 20b 4,001,046              2,525,125          4,403,544           
Contributions/Grants for the development of Assets 27 18,497,201            6,726,309          14,465,768         
Gifted & Previously Unrecognised Assets 10b 13,393,722            -                         5,260,583           
Repayment of Loans 22 (1,373,356)             (1,373,356)         (1,325,151)          
Proceeds from New Loans 22 -                            20,000,000         -                         
Transfers from Reserves (Restricted Assets) 14 29,056,453            18,281,347         38,732,421         
Transfers to Reserves (Restricted Assets) 14 (50,541,657)           (35,534,109)       (48,931,524)        

2,190,397              (12,337,108)       (7,071,998)          

NET (64,543,119)           (65,880,000)       (56,593,203)        

Add:  Opening Funds 34 13,175,076            3,000,000          11,247,256         
Less: Closing Funds 34 13,676,287            -                         13,175,076         

(65,044,331)           (62,880,000)       (58,521,022)        

The Rate Setting Statement should be read in conjunction with the accompanying notes.

RATE SETTING STATEMENT
For the year ended 30 June 2015

Change in Net Assets Resulting from Operations 
before Rates

Amount Required to be Raised from Rates
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

The significant accounting policies which have been adopted in the preparation of this financial report are 
presented below and have been consistently applied unless otherwise stated.

(a) Basis of Preparation
The financial report is a general purpose financial report which has been prepared in 
accordance with Australian Accounting Standards (as they apply to local governments and not-for-profit 
entities), Australian Accounting Interpretations, other authoritative pronouncements of the Australian
Accounting Standards Board, the Local Government Act 1995  and accompanying regulations. 

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

(b) The local government reporting entity
All Funds through which the City controls resources to carry on its functions have been included in the
financial statements forming part of this financial report.

In the process of reporting on the local government as a single unit, all transactions and balances 
between those Funds (for example, loans and transfers between Funds) have been eliminated.

Trust Fund
The Department of Local Government expressed the view that a local government has no control over
performance bonds held and consequently these should be placed into the Trust Fund. However, the City
determined there to be no fiduciary relationship between itself and developers, as it is not acting in the 
interest of, or on behalf of the developer, but in the discharge of its statutory role as a municipal authority.
Therefore the City concluded the funds can legitimately be held in the municipal fund.

(c) Goods and Services Tax (GST)
Revenues, expenses and assets are recognised net of the amount of GST, except where the amount of 
GST incurred is not recoverable from the Australian Taxation Office (ATO).

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

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

(d) Cash and Cash Equivalents
Cash and cash equivalents include cash at bank and in hand and short-term deposits with an original maturity
of six months or less that are readily convertible to known amounts of cash and which are subject to an
insignificant risk of changes in value.

For the purposes of the Statement of Cash Flows, cash and cash equivalents consist of cash and cash
equivalents as defined above, net of outstanding bank overdrafts. Bank overdrafts are included as short-term
borrowings in current liabilities on the Statement of Financial Position.

CITY OF COCKBURN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

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

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

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

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

(f) Inventories

General
Inventories are valued at the lower of cost and net realisable value. 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.

Land held for Resale
Land purchased for development and/or resale is valued at the lower of cost and net realisable value. Cost
includes the cost of acquisition, development and interest incurred on the financing of that land during its
development. Interest and holding charges incurred after development is complete are recognised as expenses.

Gains and losses are recognised in profit or loss at the time of signing an unconditional contract of sale if  
significant risks and rewards, and effective control over the land, are passed on to the buyer at this point.

Land held for resale is classified as current except where it is held as non-current based on the Council’s
intention to release for sale. 

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

Mandatory requirement to revalue non-current assets
Effective from 1 July 2012, the Local Government (Financial Management) Regulations 1996  were amended and 
the measurement of non-current assets at Fair Value became mandatory.

The amendments allow for a phasing in of fair value in relation to fixed assets over three years as follows: 

(a)  for the financial year ending on 30 June 2013, the fair value of all of the assets of the local government 
that are plant and equipment; and
(b)  for the financial year ending on 30 June 2014, the fair value of all of the assets of the local government -
     (i)  that are plant and equipment; and
     (ii)  that are -
          (I)   land and buildings; or-
          (II)  Infrastructure;
and
(c)  for a financial year ending on or after 30 June 2015, the fair value of all of the assets of the local  
government.

Thereafter, in accordance with the regulations, each asset class must be revalued at least every 3 years.

In 2013, the City commenced the process of adopting Fair Value in accordance with the Regulations.

Relevant disclosures, in accordance with the requirements of Australian Accounting Standards, have been 
made in the financial report as necessary.

FOR THE YEAR ENDED 30TH JUNE 2015

CITY OF COCKBURN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(g) Fixed Assets (Continued)

Land under control
In accordance with Local Government (Financial Management) Regulation  16(a), the City was required
to include as an asset (by 30 June 2013), Crown Land operated by the local government as a golf course,
showground, racecourse or other sporting or recreational facility of State or Regional significance.

Upon initial recognition, these assets were recorded at cost in accordance with AASB 116. They were 
then classified as Land and revalued along with other land in accordance with the other policies detailed 
in this Note.

Initial recognition and measurement between mandatory revaluation dates
All assets are initially recognised at cost and subsequently revalued in accordance with the mandatory 
measurement framework detailed above.  

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

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

Revaluation
Increases in the carrying amount arising on revaluation of assets are credited to a revaluation surplus in 
equity. Decreases that offset previous increases of the same asset are recognised against revaluation 
surplus directly in equity. All other decreases are recognised in profit or loss.

Land under roads
Effective as at 1 July 2008, Council elected not to recognise any value for land under roads acquired 
on or before 30 June 2008.  This accords with the treatment available in Australian Accounting 
Standard AASB 1051 Land Under Roads and the requirement of Regulation 16(a)(i) of the Local Government
(Financial Management) Regulations that prohibits local government from recognising such land as an asset
of local government.

In respect of land under roads acquired on or after 1 July 2008, as detailed above, Regulation 16(a)(i)
of the Local Government (Financial Management) Regulations prohibits local government from recognising
such land as an asset of local government.

CITY OF COCKBURN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

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

(h) Depreciation of Non-Current Assets
Non current assets are depreciated over their useful lives on a straight-line basis.

Infrastructure assets are depreciated on a basis that reflects their consumed economic benefit, which is 
reviewed each reporting period. Assets are depreciated from the date of acquisition, or in respect of internally
constructed assets, from the time an asset is completed and help ready for use.
When an item of property, plant and equipment and infrastructure asset is revalued, any accumulated
depreciation at the date of the revaluation is restated proportionately with the change in the gross carrying
amount of the asset so that the carrying amount of the asset after revaluation equals its revalued amount.
When revalued assets are disposed of, amounts included in the revaluation surplus relating to that asset 
are transferred to retained surplus.

Depreciation is recognised, as follows:
Property, Plant and Equipment
Buildings (Components) 30-50 years
Furniture and Equipment 3-10 years
Computer Equipment 3-5 years
Plant & Machinery 3-10 years

Infrastructure Assets
Infrastructure - Footpaths 20-50 years
Infrastructure - Drainage 30-75 years
Infrastructure - Roads: Surface 15-25 years
Infrastructure - Roads: Base 50-80 years
Infrastructure - Roads: Sub-Base 80-100 years
Infrastructure - Roads: Kerbing 20-50 years
Infrastructure - Bridges 30-50 years
Infrastructure - Parks Equipment 10-30 years
Bus Shelters 15-40 years

Capitalisation Threshold
Asset Class $
Land -
Buildings -
Furniture & Equipment / Computer Equipment 5,000
Plant & Machinery 5,000
Infrastructure Assets 5,000
Software 100,000

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

An asset's carrying amount is written down immediately to its recoverable amount if the asset's carrying
amount is greater than its estimated recoverable amount.

Gains and losses on disposals are determined by comparing proceeds with  the carrying amount.  
These gains and losses are included in the statement of comprehensive income in the period in which
they arise.  

CITY OF COCKBURN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

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

(i) Financial Instruments
Initial recognition and measurement
Financial assets and financial liabilities are recognised when the City becomes a party to the
contractual provisions to the instrument.  For financial assets, this is equivalent to the date that the 
City commits itself to either the purchase or sale of the asset (i.e. trade date accounting is adopted).

Financial instruments are initially measured at fair value plus transaction costs, except where the
instrument is classified 'at fair value through profit or loss', in which case transaction costs are 
expensed to profit or loss immediately.

Classification and subsequent measurement
Financial instruments are subsequently measured at fair value, amortised cost using the effective 
interest rate method, or at cost.

Amortised cost is calculated as:

(a)  the amount in which the financial asset or financial liability is measured at initial recognition;

(b)  less principal repayments and any reduction for impairment; and

(c)  plus or minus the cumulative amortisation of the difference, if any, between the amount
       initially recognised and the maturity amount calculated using the effective interest rate method.

The effective interest method is used to allocate interest income or interest expense over the relevant  
period and is equivalent to the rate that discounts estimated future cash payments or receipts  
(including fees, transaction costs and other premiums or discounts) through the expected life (or when   
this cannot be reliably predicted, the contractual term) of the financial instrument to the net carrying 
amount of the financial asset or financial liability. Revisions to expected future net cash flows will 
necessitate an adjustment to the carrying value with a consequential recognition of an income or expense 
in profit or loss. 

(i) Financial assets at fair value through profit and loss 
Financial assets at fair value through profit or loss are financial assets held for trading. A financial asset is
classified in this category if acquired principally for the purpose of selling in the short term. Derivatives are
classified as held for trading unless they are designated as hedges. Assets in this category are classified as
current assets.

(ii) 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 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. If
Council were to sell other than an insignificant amount of held-to-maturity financial assets, the whole category
would be tainted and reclassified as available-for-sale. 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.

FOR THE YEAR ENDED 30TH JUNE 2015
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(i) Financial Instruments (Continued)

(iv) Available-for-sale financial assets 
Available-for-sale financial assets, comprising principally marketable equity securities, are non-derivatives that
are either designated in this category or not classified in any of the other categories. They are included in 
non-current assets unless management intends to dispose of the investment within 12 months. Investments
are 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.

They are subsequently measured at fair value with changes in such fair value (i.e. gains or losses) 
recognised in other comprehensive income (except for impairment losses). When the financial asset 
is derecognised, the cumulative gain or loss pertaining to that asset previously recognised in other 
comprehensive income is reclassified into profit or loss.

(v) Financial liabilities
Non-derivative financial liabilities (excluding financial guarantees) are subsequently measured at 
amortised cost. Gains or losses are recognised in profit or loss.

Recognition and derecognition
Regular purchases and sales of financial assets are recognised on trade-date - the date on which Council
commits to purchase or sell the asset. Investments are initially recognised at fair value plus transaction costs
for all financial assets not carried at fair value through profit or loss. Financial assets carried at fair value
through profit or loss are initially recognised at fair value and transaction costs are expensed in the income
statement. Financial assets are derecognised when the rights to receive cash flows from the financial assets
have expired or have been transferred and Council has transferred substantially all the risks and rewards of
ownership.

When securities classified as available-for-sale are sold, the accumulated fair value adjustments recognised
in equity are included as gains and losses from investment securities.

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

Available-for-sale financial assets and financial assets at fair value through profit and loss are subsequently
carried at fair value. Gains or losses arising from changes in the fair value of the financial assets at fair value
through profit or loss category are presented in the income statement within other income or other expenses 
in the period in which they arise. Dividend income from financial assets at fair value through profit and loss is
recognised in the income statement as part of revenue from continuing operations when Council's right to 
receive payments is established. Changes in the fair value of other monetary and non-monetary securities
classified as available-for-sale are recognised in equity.

Impairment
Council assesses 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 as an indicator that the securities are 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 or loss - is removed from equity and recognised in the income statement.
Impairment losses recognised on equity instruments classified as available-for-sale are not reversed.

CITY OF COCKBURN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(j) Fair Value of Assets and Liabilities
When performing a revaluation, the City uses a mix of both independent and management valuations
using the following as a guide:

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

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

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

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

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

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

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

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

The fair values of assets and liabilities that are not traded in an active market are determined using one or 
more valuation techniques. These valuation techniques maximise, to the extent possible, the use of 
observable market data. If all significant inputs required to measure fair value are observable, the asset or  
liability is included in Level 2. If one or more significant inputs are not based on observable market data,  
the asset or liability is included in Level 3.

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

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

CITY OF COCKBURN
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(j) Fair Value of Assets and Liabilities (Continued)

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

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

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

As detailed above, the mandatory measurement framework imposed by the Local Government 
(Financial Management) Regulations 1996  requires, as a minimum, all assets carried at a revalued amount to  
be revalued at least every 3 years.

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

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

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

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

(l) Trade and Other Payables
Trade and other payables are carried at amortised cost. They represent liabilities for goods and services
provided to the Municipality prior to the end of the financial year that are unpaid and arise when the
Municipality becomes obliged to make future payments in respect of the purchase of these goods and services.
The amounts are unsecured and are usually settled within 30 days of recognition.

CITY OF COCKBURN
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(m) Employee Benefits
The provisions for employee benefits relates to amounts expected to be paid for long service leave, annual
leave, wages and salaries and are calculated as follows:

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

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

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

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

(n) Borrowings
All loans and borrowings are initially recognised at the fair value of the consideration received less directly
attributable transaction costs.

After initial recognition, interest-bearing loans and borrowings are subsequently measured at amortised cost
using the effective interest method. Fees paid on the establishment of loan facilities that are yield related
are included as part of the carrying amount of the loans and borrowings.

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.

Borrowing Costs

Borrowing costs are recognised as an expense when incurred except where they are directly attributable 
to the acquisition, construction or production of a qualifying asset.  Where this is the case, they are 
capitalised as part of the cost of the particular asset until such time as the asset is substantially ready 
for its intended use or sale.

(o) Provisions
Provisions are recognised when: The Council has a present legal or constructive obligation as a result of
past events; it 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. 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.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

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

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

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

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

Lease incentives under operating leases are recognised as a liability and amortised on a straight line
basis over the life of the lease term.

(q) Interests in Joint Arrangements
Joint arrangements represent the contractual sharing of control between parties in a business 
venture where unanimous decisions about relevant activities are required.

Separate joint venture entities providing joint venturers with an interest to net assets are classified as a 
joint venture and accounted for using the equity method. Refer to note 1(r) for a description of the equity  
method of accounting.

Joint venture operations represent arrangements whereby joint operators maintain direct interests in  
each asset and exposure to each liability of the arrangement. The City’s interests in the assets,
liabilities, revenue and expenses of joint operations are included in the respective line items of the financial 
statements. Information about the joint venture is set out in Notes 5 and 17.

(r) Investment in Associates
An associate is an entity over which the City has significant influence. Significant influence is the 
power to participate in the financial operating policy decisions of that entity but is not control or joint 
control of those policies. Investments in associates are accounted for in the financial statements by 
applying the equity method of accounting, whereby the investment is initially recognised at cost and  
adjusted thereafter for the post-acquisition change in the City’s share of net assets of the associate.
In addition, the City’s share of the profit or loss of the associate is included in the City’s profit or loss.

The carrying amount of the investment includes, where applicable, goodwill relating to the associate. 
Any discount on acquisition, whereby the City’s share of the net fair value of the associate exceeds
the cost of investment, is recognised in profit or loss in the period in which the investment is acquired. 

Profits and losses resulting from transactions between the City and the associate are eliminated to
the extent of the City’s interest in the associate.

When the City’s share of losses in an associate equals or exceeds its interest in the associate, the
City discontinues recognising its share of further losses unless it has incurred legal or constructive
obligations or made payments on behalf of the associate. When the associate subsequently makes  
profits, the City will resume recognising its share of those profits once its share of the profits equals
the share of the losses not recognised.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(s) Rates, Grants, Donations and Other Contributions
Rates, grants, donations and other contributions are recognised as revenues when the local government 
obtains control over the assets comprising the contributions. Control over assets acquired from rates is
obtained at the commencement of the rating period or, where earlier, upon receipt of the rates.

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

(t) Superannuation
The Council is a member of the Western Australian Local Government Superannuation Plan (WALGSP).
This is a Defined Contributions Plan and Council contributes at the rate of 9.5% for the Superannuation
Guarantee Charge, plus additional matching contributions of up to 4% where agreed.

(u) Rounding Off Figures
All figures shown in this annual financial report, other than a rate in the dollar, are rounded to the nearest 
dollar.

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

(w) Current and Non-Current Classification
In the determination of whether an asset or liability is current or non-current, consideration is given to the  
time when each asset or liability is expected to be settled.  The asset or liability is classified as current if  
it is expected to be settled within the next 12 months, being the City’s operational cycle. In the case
of liabilities where the City 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.  Inventories held for trading are classified as current even if not expected to be  
realised in the next 12 months except for land held for resale where it is held as non-current based on the  
City’s intentions to release for sale.

(x) Budget Information
Budget figures shown in the financial statements have been disclosed as per the legislative requirements.
Where necessary, budget information has been recast to comply with current presentation requirements.
Unless otherwise stated, the budget comparative figures shown in this annual financial report relate to the 
original budget estimate for the relevant item of disclosure.

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

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

The advisors model valuations, which are based on future cash flows, are derived from a number of factors
including information obtained from arrangers of individual securities and ratings agencies, reviews of the
components of the relevant securities and also movements in applicable credit spreads.
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CITY OF COCKBURN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

FOR THE YEAR ENDED 30TH JUNE 2015

1. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(z) New Accounting Standards and Interpretations 

Title Issued / Compiled Applicable (1) Impact

(i) AASB 9 Financial Instruments December 2014 1 January 2018 Nil – The objective of this Standard is to improve and simplify the 
(incorporating AASB 2014-7 and approach for classification and measurement of financial assets
AASB 2014-8) compared with the requirements of AASB 139.  Given the nature of 

the financial assets of the City, it is not anticipated the Standard 
will have any material effect.

(ii) AASB 2010-7 Amendments September 2012 1 January 2018 Nil - The revisions embodied in this Standard give effect to the 
to Australian Accounting consequential changes arising from the issuance of AASB 9 which is 
Standards arising from AASB 9 not anticipated to have any material effect on the City (refer (i)
(December 2010) above).

[AASB 1, 3, 4, 5, 7, 101, 102, 
108, 112, 118, 120, 121, 127, 
128, 131, 132, 136, 137, 139, 1023 & 
1038 and Interpretations 2, 5, 10, 12, 19 & 
127] 

(iii) AASB 15 Revenue from Contracts with December 2014 1 January 2017 This Standard establishes principles for entities to apply to report
Customers useful information to users of financial statements about the nature,

amount, timing and uncertainty of revenue and cash flows arising
from a contract with a customer.

The effect of this Standard will depend upon the nature of future
transactions the City has with those third parties it has dealings
with. It may or may not be significant.

Australian Accounting Standards and Interpretations that have recently been issued or amended but are not yet effective have not been adopted by the City for the 
period ended 30 June 2015. These are outlined in the table below:
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CITY OF COCKBURN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

FOR THE YEAR ENDED 30TH JUNE 2015

1. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(z) New Accounting Standards and Interpretations (Continued)

Title Issued / Compiled Applicable (1) Impact

(iv) AASB 2013-9 Amendments to Australian December 2013 Refer title column Part C of this Standard makes consequential amendments to
Accounting Standards - Conceptual AASB 9 and numerous other Standards and amends the 
Framework, Materiality and Financial permissions around certain applications relating to financial 
Instruments liabilities reissued at fair value.

[Operative date: Part C Financial As the bulk of changes relate either to editorial or reference changes
Instruments - 1 January 2015] it is not expected to have a significant impact on the City.

(v) AASB 2014-3 Amendments to Australian August 2014 1 January 2016 This Standard amends AASB 11: Joint Arrangements  to require the
Accounting Standards - Accounting for acquirer of an interest (both initial and additional) in a joint operation
Acquisitions of Interests in Joint Operations in which the activity constitutes a business, as defined in AASB 3:

Business Combinations, to apply all of the principles on business
[AASB 1 & AASB 11] combinations accounting in AASB 3 and other Australian 

Accounting Standards except for those principles that conflict with
the guidance in AASB 11; and disclose the information required
by AASB 3 and other Australian Accounting Standards for business
combinations. 

Since adoption of this Standard would impact only acquisitions of
interests in joint operations on or after 1 January 2016,
management believes it is impracticable at this stage to provide a
reasonable estimate of such impact on the City's financial
statements.

(vi) AASB 2014-4 Amendments to Australian  August 2014 1 January 2016 This Standard amends AASB 116 and AASB 138 to establish the
Accounting Standards - Clarification of principle for the basis of depreciation and amortisation as being the
Acceptable Methods of Depreciation and expected pattern of consumption of the future economic benefits of
Amortisation an asset. It also clarifies the use of revenue-based methods to 

calculate the depreciation of an asset is not appropriate nor is
[AASB 116 & 138] revenue generally an appropriate basis for measuring the

consumption of the economic benefits embodied in an intangible
asset.

Given the City currently uses the expected pattern of consumption of the 
future economic benefits of an asset as the basis of calculation of 
depreciation, it is not expected to have a significant impact.
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CITY OF COCKBURN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

FOR THE YEAR ENDED 30TH JUNE 2015

1. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(z) New Accounting Standards and Interpretations (Continued)

Title Issued / Compiled Applicable (1) Impact

(vii) AASB 2014-5 Amendments to Australian December 2014 1 January 2017 Consequential changes to various Standards arising from the 
Accounting Standards arising from AASB 15 issuance of AASB 15.

It will require changes to reflect the impact of AASB 15.

(viii) AASB 2015-2 Amendments to Australian January 2015 1 January 2016 This Standard amends AASB 101 to provide clarification regarding
Accounting Standards – Disclosure the disclosure requirements in AASB 101. Specifically, the
Initiative: Amendments to Standard proposes narrow-focus amendments to address some of 
AASB 101 the concerns expressed about existing presentation and disclosure

requirements and to ensure entities are able to use judgement
[AASB 7, 101, 134 & 1049] when applying a Standard in determining what information to

disclose in their financial statements.

This Standard also makes editorial and consequential amendments
as a result of amendments to the Standards listed in the title
column.

It is not anticipated it will have any significant impact on
disclosures.

(ix) AASB 2015-3 Amendments to Australian January 2015 1 July 2015 This Standard completes the withdrawal of references to AASB 1031
Accounting Standards arising from the in all Australian Accounting Standards and Interpretations, allowing
withdrawal of AASB 1031 Materiality it to be completely withdrawn.

It is not anticipated it will have a significant impact as the principles
of materiality remain largely unchanged.
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CITY OF COCKBURN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

FOR THE YEAR ENDED 30TH JUNE 2015

1. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(z) New Accounting Standards and Interpretations (Continued)

Title Issued / Compiled Applicable (1) Impact

(x) AASB 2015-6 Amendments to Australian March 2015 1 July 2016 The objective of this Standard is to extend the scope of AASB 124
Accounting Standards - Extending Related Related Party Disclosures to include not-for-profit sector entities.
Party Disclosures to Not-for-Profit Public
Sector Entities The Standard is expected to have a significant disclosure impact on

the financial report of the City as both Elected Members and Senior
[AASB 10, 124 & 1049] Management will be deemed to be Key Management Personnel

and resultant disclosures will be necessary. 

Notes:
(1) Applicable to reporting periods commencing on or after the given date.
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1. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(aa) Adoption of New and Revised Accounting Standards

AASB 2011-7
AASB 2012-3
AASB 2013-3
AASB 2013-8
AASB 2013-9 Parts A & B

(ab) Intangible Assets
Easements

(ac) Provisions for Restoration, Rehabilitation and Site Monitoring Costs
The City complies with the full provision method for accounting provisions in respect of restoration, rehabilitation
and site monitoring costs. Charges are made to expenses based on the estimated costs of restoring,
rehabilitating and monitoring the landfill site. The rate charge is reviewed annually and is based on an estimated 
cost per tonne. The cost per tonne is arrived at after taking into account a standard engineering cost per cubic 
metre of landfill, the density of the waste and the most recent aerial surveys. Engineering rates differ according
to the nature of the obligation to provide the service.

(ad) Future capping Expenditure
The liability for estimated future capping expenditure is provided for through a rehabilitation provision on a phase-
by-phase basis and is discounted to its present value, with the unwinding of the discount being charged to the 
statement of comprehensive income within the amortisation charge. The discounted present value of the future 
capping expenditure is also capitalised as part of the rehabilitation asset and is amortised on a straight-line 
basis. Changes in estimates are recognised prospectively with corresponding adjustments to the provision and 
associated costs.

CITY OF COCKBURN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

FOR THE YEAR ENDED 30TH JUNE 2015

revisions to help ensure consistency with presentation, recognition and measurement criteria of IFRSs or related to 

The Council has determined that under AASB 138 Intangible Assets, easements are valued on an historical cost 
easements exists to allow for fair value measurement. Due to acquisition of easements at NIL values, no easements 

During the current year, the City adopted all of the new and revised Australian Accounting Standards and 
and which were applicable to its operations.

These new and revised Standards were:

The standards adopted had a minimal effect on the accounting and reporting practices of the City as they were 
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NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

2a. Revenue and Expenses
Actual Budget Actual

2014/15 2014/15 2013/14
The net result includes: $ $ $

(i) CHARGING AS AN EXPENSE
Auditors Remuneration

Audit of financial statements 26,800                35,000                    24,560                
Audit of project ‐ acquittals 26,805                12,495                    18,154                

Depreciation
Buildings 4,548,676           4,261,656              3,290,811           
Plant and Machinery 2,802,365           2,969,268              2,964,495           
Furniture and Computer Equipment 248,444              250,853                  318,073              
Infrastructure ‐ Roads 10,166,026        9,467,952              9,018,452           
Infrastructure ‐ Drainage 2,294,867           2,290,068              2,181,134           
Infrastructure ‐ Footpaths 1,092,153           1,161,348              1,106,165           
Infrastructure ‐ Parks Equipment 2,745,312           3,354,012              3,067,741           
Infrastructure ‐ Landfill 1,130,001           ‐                               ‐                           

25,027,845        23,755,157           21,946,870         

Interest Expenses
Debentures (refer Note 21) 123,170              123,300                  171,505              

Rental Charges

Operating Leases 589,977              531,313                  504,083              

(ii) CREDITING AS REVENUE
Grants/Contributions towards Assets 18,497,201        6,726,309              14,465,768         
Increase in Equity ‐ SMRC Joint Venture 1,274,680           ‐                               1,069,737           

Interest Earnings
Interest received on Reserve Funds 2,074,414           2,263,551              1,839,307           
Interest received on Other Funds 3,642,096           4,105,840              4,320,515           

5,716,510          6,369,391              6,159,822          
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NOTES TO AND FORMING PART OF THE FINANCIAL REPORT 
 
2b. Revenues and Expenses 
 
MISSION STATEMENT 
To make the City of Cockburn the most attractive place to live, work, visit and invest in, within the Perth 
metropolitan area. 
 
The City of Cockburn has adopted the program/activity structure outlined in Schedule 1 of the Local 
Government (Financial Management) Regulations. The City has incorporated the allocation of internal 
service provision costs throughout the various programs/activities. 
 
Council operations as disclosed in this budget encompass the following service orientated 
programs/activities: 
 

General Purpose Funding 
The collection of general-purpose revenue including rates and penalties, general-purpose grants and 
interest on investments. This provides the funding for much of the City’s programs/activities. 
 
Governance 
The administration and operation of facilities and services to the elected members of Council. Also 
includes other corporate type costs that are not related to the specific service areas covered under the 
other programs.  
 
Law, Order And Public Safety 
Provision of community safety services including supervision of various by-laws, animal and dog 
control, a security patrol service, fire prevention and voluntary emergency services. 
 
Health 
The provision of environmental health services including food quality and pest control. 
 
Education and Welfare 
The provision of support services to families and children, the aged and disabled and senior citizens. 
The provision of pre- schools and services and facilities for the youth. 
 
Community Amenities 
Refuse collection, recycling and disposal, the operation of the Henderson Landfill site, 
protection of the environment, administration of the town planning scheme and maintenance of bus 
shelters. 
 
Recreation and Culture 
The provision and operation of community halls and recreation centres, parks and ovals, beach 
reserves and swimming areas and library facilities. The development and provision of arts and cultural 
events. 
 
Transport 
This program includes road, drainage and footpath construction and maintenance. The provision and 
maintenance of streetscapes is also included, as is the purchase of heavy plant and the operations of 
the council works depot 
 
Economic Services 
Activities associated with the control of building activity within the city and the provision of facilities and 
services that encourage tourism. 
 
Other Property and Services 
Includes private works and engineering overheads and plant operating costs (both of which are 
allocated to the City’s works program). 
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NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

3. Cash & Cash Equivalents
Actual Actual
2014/15 2013/14

$ $
Cash at Bank 4,360,482                  4,913,947                   
Cash on Hand 26,350                       23,555                        
Term Deposits 124,631,229             99,896,512                 

129,018,060             104,834,013              

Restricted 108,770,190             84,033,817                 
Unrestricted 20,247,870                20,800,196                 

129,018,060             104,834,013              

SUMMARY OF RESTRICTED CASH

Sundry Deposits and Bonds (Non Current Payables) 6,203,155                    2,802,291                   
Sub‐total 6,203,155                  2,802,291                   

Less:
 Funds held in current & non‐current investments ‐                                   ‐                                  

6,203,155                  2,802,291                   

Cash/Investment Backed Reserves
Council Funded 74,501,786                61,174,947                 
Externally Funded  9,567,155                  9,737,168                   
Development Contribution Plans 23,004,825                14,676,448                 

Sub‐total 107,073,767             85,588,563                 
Less:
 Funds held in current & non‐current investments (4,506,731)                 (4,357,037)                  

102,567,036             81,231,526                 

TOTAL RESTRICTED CASH 108,770,190             84,033,817                 
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NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

4. Financial Assets
Actual Actual
2014/15 2013/14

CURRENT $ $

-                           -                           

NON CURRENT

Mortgage-Backed securities 4,506,731            4,357,037             

Available-for-Sale Financial Assets
Investment in WALGA Local Government House Trust 
* 143,108               -                           

4,649,839            4,357,037             

All held to maturity Investments are restricted in nature (see note 3).

5. Interests in Joint Ventures

NON CURRENT
Joint Venture in SMRC 8,437,737            7,163,057             

8,437,737            7,163,057             
Refer note 17 for further detail on SMRC Joint Venture

Held to Maturity Investments maturing within 12 mths of 
reporting period

Held to Maturity Investments maturing later than 12 mths 
from reporting period

*) This note discloses the equity the City has in the Local Government House Trust as a 
consequence of a contribution towards the cost of purchasing Local Government House. 

The total contribution by all Councils towards the cost of the WALGA building was $582,000. There 
are 620 units in the Local Government House Unit Trust, 8 of which are held by the City of 
Cockburn. 

The City has capitalised its share in the Local Government House Trust for the first time this year 
based on the trust’s 30 June 2014 audited financial statements. 

30

Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

6. Trade & Other Receivables
Actual Actual
2014/15 2013/14

CURRENT $ $
Rates Outstanding 1,011,305        184,746           
Rubbish Charges Outstanding 230,247           246,371           
Sundry Debtors 3,379,021        3,379,308        
GST Receivable 849,851           1,149,214        

5,470,423      4,959,639        

NON CURRENT
Rates Outstanding - Pensioners 632,550           586,747           

632,550         586,747           

7. Other Assets
Actual Actual
2014/15 2013/14

CURRENT $ $
Prepayments 621,686           552,401           

621,686         552,401           

8. Inventories
Actual Actual
2014/15 2013/14

$ $
Fuel Depot 18,634             39,421             

18,634           39,421             
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NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

9a. Property, Plant and Equipment
Actual Actual
2014/15 2013/14

$ $
LAND
At Independent Valuation 2014 99,470,600            100,204,600          

99,470,600          100,204,600          
BUILDINGS
At Independent Valuation 2014 196,150,560          146,975,900          
LESS Accumulated Depreciation (69,836,150)           (68,321,000)           

126,314,409        78,654,900            
FURNITURE AND EQUIPMENT
At Management Valuation 2015 1,940,310              1,940,310              
LESS Accumulated Depreciation (1,528,223)             (1,374,983)             

412,086               565,327                 
COMPUTER EQUIPMENT
At Management Valuation 2015 2,826,197              1,887,850              
LESS Accumulated Depreciation (1,792,852)             (1,715,729)             

1,033,345            172,121                 
PLANT AND MACHINERY
At Management Valuation 2015 20,297,200            19,989,271            
LESS Accumulated Depreciation (8,932,777)             (8,467,625)             

11,364,424          11,521,646            
WORK IN PROGRESS
At cost 22,100,465            58,382,983            

22,100,465          58,382,983            
TOTAL PROPERTY, PLANT AND EQUIPMENT
Gross Book Value 342,785,331          329,380,913          
LESS Accumulated Depreciation (82,090,002)           (79,879,337)           
NET BOOK VALUE 260,695,329        249,501,577          
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NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
9b. Movements in Carrying Amounts - Property, Plant & Equipment

The following table reconciles the carrying amount at the beginning and end of the current financial year for each class of non-current assets: 

add:  add: add / (less) less:   less: Transfers

Asset Classification  Acquisitions            
Gifted Development 

Assets 

Revaluation 
increments/ 

(decrements)
Disposals & Write 

Offs Depreciation

Works Completed & 
Capitalised During the 

Year
Freehold Land 100,204,600 10,105 (744,105) 99,470,600

Buildings 78,654,900 0 1,458,317 (650,148) (4,548,676) 51,400,016 126,314,409
Furniture & Equipment 565,327 (153,240) 412,086

Computer Equipment 172,121 956,428 (95,204) 1,033,345

Plant & Machinery 11,521,646 3,426,802 (781,659) (2,802,365) 11,364,424

Work in Progress 58,382,983 16,575,816 (51,400,016) 22,100,466

249,501,577 20,969,150 1,458,317 0 (2,175,912) (7,599,485) 0 260,695,330

Carrying amount at 
beginning of the year

Carrying amount at 
end of the year
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NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

10a. Infrastructure Assets
Actual Actual
2014/15 2013/14

$ $
INFRASTRUCTURE - ROADS
At Management Valuation 2015 559,813,818          543,958,914          
LESS Accumulated Depreciation (159,360,816)         (160,491,191)         

400,453,002        383,467,723          

INFRASTRUCTURE - DRAINAGE
At Management Valuation 2015 249,798,853          229,168,827          
LESS Accumulated Depreciation (48,669,308)           (46,023,348)           

201,129,545        183,145,479          

INFRASTRUCTURE - FOOTPATHS
At Management Valuation 2015 54,727,130            52,204,944            
LESS Accumulated Depreciation (14,624,162)           (14,274,267)           

40,102,968          37,930,677            

INFRASTRUCTURE - PARKS EQUIPMENT
At Management Valuation 2015 58,435,440            55,911,883            
LESS Accumulated Depreciation (21,203,880)           (18,917,140)           

37,231,560          36,994,743            

INFRASTRUCTURE - PARKS LANDSCAPING
At Management Valuation 2015 -                             15,615,423            

-                           15,615,423            

LANDFILL INFRASTRUCTURE
At Management Valuation 2015 35,137,559            35,096,950            
LESS Accumulated Depreciation (11,956,061)           (10,826,060)           

23,181,498          24,270,890            

WORK IN PROGRESS
At cost 15,168,890            3,341,255              

15,168,890          3,341,255              

TOTAL INFRASTRUCTURE ASSETS
Gross Book Value 973,081,690          935,298,197          
LESS Accumulated Depreciation (255,814,227)         (250,532,007)         
NET BOOK VALUE 717,267,463        684,766,190          
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NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
10b.   Movements in Carrying Amounts - Infrastructure

The following table reconciles the carrying amount at the beginning and end of the current financial year for each class of non-current assets: 

add:  add: add / (less) less:   less: Transfers

Asset Classification  Acquisitions            
Gifted Development 

Assets 

Revaluation 
increments/ 

(decrements)
Disposals & Write 

Offs Depreciation

Works Completed & 
Capitalised During the 

Year
Roads Infrastructure 383,467,723 7,652,181 17,481,874 (10,166,026) 2,017,250 400,453,002
Drainage Infrastructure 183,145,479 4,283,224 15,532,529 (2,294,867) 463,180 201,129,545
Footpaths Infrastructure 37,930,677 2,600,817 (1,092,153) 663,627 40,102,968
Parks Equipment 36,994,743 1,037,027 (2,745,312) 1,945,102 37,231,560
Parks & Gardens Infrastructure 15,615,423 (15,701,497) 86,073 (0)
Refuse Site Infrastructure 24,270,890 (1,130,001) 40,609 23,181,498
Works in Progress 3,341,255 17,043,477 (5,215,842) 15,168,890

684,766,190 17,043,477 11,935,405 36,652,247 (15,701,497) (17,428,359) 0 717,267,463

Carrying amount at 
beginning of the year

Carrying amount at 
end of the year
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NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

11. Rehabilitation Assets
Actual Actual
2014/15 2013/14

NON CURRENT
Post closure rehabilitation assets 8,565,455        
Less: Accumulated amortisation -                       -                

8,565,455        -                

Rehabilitation 
Assets 

$
Opening balance at 1 July 2014 -                       
Recognition of Present Value of Rehabilitation Cost 8,565,455        
Amortisation -                       
Closing Balance at 30 June 2015 8,565,455        

Movements in carrying amounts of post closure rehabiliation assets during the 

financial year are shown as follows.
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NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

12a. Trade & Other Payables
Actual Actual
2014/15 2013/14

CURRENT $ $
Creditors 7,795,543        8,374,009           
GST Payable 267,983           249,936              

8,063,526      8,623,945           

NON CURRENT
Sundry Deposits and Bonds 6,203,155      2,802,292           

12b. Borrowings
Actual Actual
2014/15 2013/14

CURRENT $ $
Debentures - Secured by Floating Charge 1,423,320      1,373,356           

NON CURRENT
Debentures - Secured by Floating Charge 743,174         2,166,493           

Additional detail on borrowings is provided in Note 22.
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NOTES TO THE ACCOUNTS.

13. Provisions
Actual Actual

2014/15 2013/14
CURRENT $ $
Provision for Annual Leave 2,766,414              2,601,865              
Provision for Long Service Leave 1,852,386              1,950,770              

4,618,800            4,552,635            

NON CURRENT
Provision for Long Service Leave 1,834,293              1,587,679              
Provision for Site Rehabilitation 8,565,455              -                             

10,399,749          1,587,679            

Provision for 
Annual Leave

$ 

Provision for 
Long Service 

Leave 
$ 

Provision for Site 
Rehabilitation

$ 
 Total

$ 
Opening balance as at 1  July 2014 2,601,865              3,538,449              -                             6,140,314          
Net movement 164,550                 148,230                 8,565,455              8,878,235          
Balance at 30 June 2015 2,766,414            3,686,679            8,565,455             15,018,549       
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NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
14. Reserves

Actual Budget Actual 

2014/15 2014/15 2013/14

$    $    $   

CASH BACKED RESERVES

Staff Payments & Entitlements

Opening Balance 2,271,100                  2,314,621                  2,261,717                  

Transfer from Accumulated Surplus ‐ Interest 54,884                        157,540                      54,883                        

Transfer from Accumulated Surplus 110,000                      110,000                      105,000                      

Transfer to Accumulated Surplus (386,942)                    (180,000)                    (150,500)                    

2,049,042                  2,402,161                  2,271,100                  

Plant & Vehicle Replacement

Opening Balance 5,930,546                  4,369,651                  3,731,633                  

Transfer from Accumulated Surplus ‐ Interest 126,404                      76,610                        84,821                        

Transfer from Accumulated Surplus 3,450,000                  3,450,000                  3,377,920                  

Transfer to Accumulated Surplus (2,090,830)                 (2,373,375)                 (1,263,828)                  

7,416,121                  5,522,886                  5,930,546                  

Information Technology

Opening Balance 261,600                      96,922                        428,166                      

Transfer from Accumulated Surplus ‐ Interest 5,369                          37,220                        8,953                          

Transfer from Accumulated Surplus 100,000                      100,000                      124,671                      

Transfer to Accumulated Surplus (87,175)                       ‐                                    (300,189)                    

279,795                      234,142                      261,600                      

Major Building Refurbishment

Opening Balance 5,439,366                  5,399,865                  2,409,325                  

Transfer from Accumulated Surplus ‐ Interest 140,612                      25,930                        61,539                        

Transfer from Accumulated Surplus ‐                                   ‐                                    2,998,545                  

Transfer to Accumulated Surplus (127,572)                    ‐                                    (30,043)                       

5,452,406                  5,425,795                  5,439,366                  

This Reserve provides for payment of staff entitlements including leave, separation, bonus, awards and other payments 

made to Staff either through contractual or statutory entitlement. The purpose of this Reserve was broadened during the 

reporting year from it's previous purpose of providing only for Leave Liability. 

This Reserve provides for the orderly replacement of plant and vehicles. Annual transfers into this Reserve are equivalent 

to the depreciation charge for plant each year. Funds are drawn as required to meet annual plant replacement costs. 

This Reserve Fund was set up to provide for the upgrading/replacement of Council's computer hardware and software 

depreciated over five years. An amount equivalent to the annual depreciation charge for computers is transferred to the 

Reserve each year. Funds are drawn as required to cover capital computer replacement costs. 

This Reserve Fund was set up to provide funds for future major refurbishment requirements for Council buildings as they 

become necessary. The identified target balance for this Reserve is 10% of the insured value of buildings ($7.5M). Annual 

transfers will be made to this Reserve (as able to be accommodated within any end of year surplus) in order to reach this 

target.

39

Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
14. Reserves

Actual Budget Actual 

2014/15 2014/15 2013/14

$    $    $   

Waste & Recycling

Opening Balance 18,659,246                18,077,935                13,772,203                 

Transfer from Accumulated Surplus ‐ Interest 469,267                      626,270                      346,920                      

Transfer from Accumulated Surplus 3,607,510                  3,518,824                  5,143,048                  

Transfer to Accumulated Surplus (1,405,066)                 (1,110,000)                 (602,925)                    

21,330,958                21,113,029                18,659,246                 

Land Development and Investment Fund Reserve

Opening Balance 4,719,455                  4,351,747                  13,933,953                 

Transfer from Accumulated Surplus ‐ Interest 106,688                      283,600                      328,534                      

Transfer from Accumulated Surplus 3,116,453                  1,529,690                  3,670,520                  

Transfer to Accumulated Surplus (2,337,496)                 (225,000)                    (13,213,552)                

5,605,100                  5,940,037                  4,719,455                  

Roads & Drainage Infrastructure 

Opening Balance 2,026,150                  439,415                      2,087,403                  

Transfer from Accumulated Surplus ‐ Interest 40,652                        101,580                      33,059                        

Transfer from Accumulated Surplus 1,594,821                  1,250,000                  1,250,000                  

Transfer to Accumulated Surplus (453,769)                    (1,570,000)                 (1,344,311)                  

3,207,854                  220,995                      2,026,150                  

Naval Base Shacks

Opening Balance 766,921                      549,020                      596,438                      

Transfer from Accumulated Surplus ‐ Interest 19,776                        16,420                        15,573                        

Transfer from Accumulated Surplus 89,129                        151,413                      158,854                      

Transfer to Accumulated Surplus (47,073)                       (550,000)                    (3,945)                         

828,752                      166,853                      766,921                      

This Reserve Fund is to accommodate and facilitate the purchase, development and disposal of land under the Council's 

land development strategies with the ability to loan funds on an interest payable basis to other reserve funds of the City.

This Reserve Fund was initially set up for the funding of capital costs associated with the development of a rubbish 

disposal site.  It was recognised that land would be expensive to purchase and the stringent environmental standards 

required would result in high development costs. Transfers to this Reserve are made based on planned future capital 

funding requirements.

The purpose of this Reserve Fund is to provide for the renewal and refurbishment of roads and drainage infrastructure 

and for the provision of matching funds for Federal & State Government road grants.

This Reserve Fund was initially set up to provide funds for the development & refurbishment of the Naval Base Chalet 

Resort. It is envisaged that it will also fund rehabilitation costs required to be incurred when the Park reverts back to the 

State Government. Annual transfers to this Reserve are fully funded by part of the lease income derived from the chalet 

sites.
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NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
14. Reserves

Actual Budget Actual 

2014/15 2014/15 2013/14

$    $    $   

Mobile Rubbish Bins

Opening Balance 63,279                        145,560                      209,552                      

Transfer from Accumulated Surplus ‐ Interest (708)                            24,440                        3,081                          

Transfer to Accumulated Surplus (62,000)                       (170,000)                    (149,353)                    

572                              ‐                                    63,279                        

Community Infrastructure

Opening Balance 9,830,572                  8,422,143                  10,890,947                 

Transfer from Accumulated Surplus ‐ Interest 251,723                      200,590                      212,151                      

Transfer from Accumulated Surplus 4,542,744                  4,508,068                  8,733,787                  

Transfer to Accumulated Surplus (8,414,091)                 (8,070,000)                 (10,006,312)                

6,210,948                  5,060,801                  9,830,572                  

Workers Compensation

Opening Balance 379,495                      382,655                      399,501                      

Transfer from Accumulated Surplus ‐ Interest 9,827                          15,480                        9,994                          

Transfer to Accumulated Surplus ‐                                   ‐                                    (30,000)                       

389,322                      398,135                      379,495                      

Greenhouse Action Fund

Opening Balance 652,516                      286,120                      579,053                      

Transfer from Accumulated Surplus ‐ Interest 16,403                        13,880                        14,195                        

Transfer from Accumulated Surplus 200,000                      200,000                      200,000                      

Transfer to Accumulated Surplus (232,064)                    (500,000)                    (140,733)                    

636,855                      ‐                                    652,516                      

Development Contribution Plans

Opening Balance 4,647,104                  4,174,064                  4,325,532                  

Transfer from Accumulated Surplus ‐ Interest 138,974                      (101,205)                    110,444                      

Transfer from Accumulated Surplus 1,855,340                  1,535,922                  2,200,487                  

Transfer to Accumulated Surplus (116,261)                    (109,985)                    (1,989,359)                  

6,525,157                  5,498,796                  4,647,104                  

In 1989 Council introduced the use of Mobile Rubbish Bins for its waste collection service.  In 1992, this reserve was 

established to provide for the replacement of the bins in due course. Based on current pricing for the bins, no additional 

transfers to this Reserve are required. Future interest earnings will maintain an adequate balance in this Reserve.

This Reserve Fund was set up to fund the provision of community and recreation facilities within the City as the need 

arises.  The requirement for these facilities over the next five to ten years is significant due to the rapid rate of 

development within the city and the associated population growth. A transfer of $8.0m is made from this Reserve into 

the Cockburn Central West Recreation Facility Reserve in the 2014/15 budget.

Council's Workers Compensation cover is provided by Municipal Workcare, which is a self‐insurance scheme. If at a 

future date claims exceed income, then Council will be required to contribute further funds towards any deficit. These 

funds are held so that any additional contribution that may be called for would not impact on the annual budget.

This Reserve will be used to purchase carbon offsets and fund projects to support energy efficiency, waste management 

and renewable energy installations.

This Reserve was established for the management of contributions and costs with respect to Development Contribution 

Areas as established by and in accordance with Town Planning Scheme 3.
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NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
14. Reserves

Actual Budget Actual 

2014/15 2014/15 2013/14

$    $    $   

Family Day Care Accumulation Fund

Opening Balance 22,383                        63,933                        64,233                        

Transfer from Accumulated Surplus ‐ Interest 54                                3,000                           1,644                          

Transfer from Accumulated Surplus 1,876                          ‐                                    ‐                                   

Transfer to Accumulated Surplus (24,314)                       (30,000)                       (43,493)                       

‐                                   36,933                        22,383                        

Aged and Disabled Asset Replacement Reserve

Opening Balance 322,162                      430,614                      424,948                      

Transfer from Accumulated Surplus ‐ Interest 7,710                          9,855                           10,200                        

Transfer from Accumulated Surplus 104,119                      62,625                        68,496                        

Transfer to Accumulated Surplus (3,499)                         (145,000)                    (181,482)                    

430,493                      358,095                      322,162                      

Welfare Projects Employee Entitlements

Opening Balance 444,422                      385,135                      452,182                      

Transfer from Accumulated Surplus ‐ Interest 11,667                        12,452                        10,711                        

Transfer from Accumulated Surplus 37,479                        ‐                                    494,929                      

Transfer to Accumulated Surplus (61,313)                       ‐                                    (513,399)                    

432,255                      397,587                      444,422                      

Bibra Lake Nutrient Management

Opening Balance 313,447                      316,020                      305,625                      

Transfer from Accumulated Surplus ‐ Interest 8,117                          12,230                        7,823                          

321,564                      328,250                      313,447                      

Contaminated Sites

Opening Balance 2,518,882                  2,343,639                  1,999,849                  

Transfer from Accumulated Surplus ‐ Interest 64,181                        51,520                        50,759                        

Transfer from Accumulated Surplus ‐                                   ‐                                    500,000                      

Transfer to Accumulated Surplus (94,144)                       (100,000)                    (31,726)                       

2,488,919                  2,295,159                  2,518,882                  

This Reserve is required to cover any costs associated with clean‐up & remediation works at contaminated sites within 

the district as enforced by the Contaminated Sites Act.

This is a Reserve Fund that applies to grant funded welfare services.  It is fully funded from the operating grants received 

by the service and thus has no effect on the Municipal Fund. 

This is a Reserve Fund that applies to grant funded welfare services.  It is fully funded from the operating grants received 

by the service and thus has no effect on the Municipal Fund. 

This is a Reserve Fund that applies to grant funded welfare services.  It is fully funded from the operating grants received 

by the service and thus has no effect on the Municipal Fund.

This Reserve Fund was established in 2002/03 to provide funds to manage the nutrients in Bibra Lake once an acceptable 

solution to the problem is found.  An annual allocation of $25,000 is made.
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NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
14. Reserves

Actual Budget Actual 

2014/15 2014/15 2013/14

$    $    $   

Municipal Elections

Opening Balance 49,721                        14,559                        493,285                      

Transfer from Accumulated Surplus ‐ Interest 1,288                          13,270                        8,635                          

Transfer to Accumulated Surplus ‐                                   ‐                                    (452,198)                    

51,009                        27,829                        49,721                        

DCD Redundancies Reserve

Opening Balance 2,991                          2,916                           2,916                          

Transfer from Accumulated Surplus ‐ Interest 56                                ‐                                    75                                

Transfer from Accumulated Surplus 39,692                        ‐                                    ‐                                   

Transfer to Accumulated Surplus (2,900)                         ‐                                    ‐                                   

39,839                        2,916                           2,991                          

Port Coogee Special Maintenance ‐ SAR

Opening Balance 1,005,468                  966,771                      809,083                      

Transfer from Accumulated Surplus ‐ Interest 24,874                        23,060                        21,827                        

Transfer from Accumulated Surplus 312,317                      270,000                      271,464                      

Transfer to Accumulated Surplus (117,925)                    (117,925)                    (96,907)                       

1,224,733                  1,141,906                  1,005,468                  

Port Coogee Waterways Reserve

‐                                   ‐                                    ‐                                   

Public Open Space (POS) Cash in Lieu Trust

Opening Balance 4,240,466                  3,708,119                  4,031,593                  

Transfer from Accumulated Surplus ‐ Interest 125,291                      132,710                      98,237                        

Transfer from Accumulated Surplus 1,601,101                  ‐                                    547,000                      

Transfer to Accumulated Surplus (480,943)                    (888,000)                    (436,364)                    

5,485,916                  2,952,829                  4,240,466                  

This Reserve has been established to provide funding to cover election expenses during election years. An amount will be 

transferred into this reserve in non‐election years.

This Reserve was created for the purpose of covering potential future redundancy costs for DCD funded services, as the 

funding agreement does not allow for these costs.

This Reserve was established to manage the funds raised through the specified area rate for the Port Coogee 

development. These funds are required for the specialised maintenance requirements of the development. The City 

commenced rating issued lots in 2008/09. 

This Reserve was established this year to manage the funds paid by the developer of the Port Coogee marina 

development in accordance with the Waterways Environmental Management Plan (WEMP). The funds will be used to 

maintain and manage the marina when it comes under the City's control.

This Reserve was established in 2009/10 for holding Council's public open space cash in lieu trust funds.
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NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
14. Reserves

Actual Budget Actual 

2014/15 2014/15 2013/14

$    $    $   

Community Surveillance Levy Reserve 
Opening Balance 653,841                      462,822                      498,556                      

Transfer from Accumulated Surplus ‐ Interest 13,741                        29,690                        12,136                        

Transfer from Accumulated Surplus 1,005,395                  503,160                      259,509                      

Transfer to Accumulated Surplus (191,051)                    (90,000)                       (116,360)                    

1,481,926                  905,672                      653,841                      

Carbon Pollution Reduction Scheme Reserve (CPRS)

‐                                   ‐                                    ‐                                   

Community Infrastructure – Development Contributions Reserve

Opening Balance 10,029,345                5,338,005                  3,361,786                  

Transfer from Accumulated Surplus ‐ Interest 337,310                      140,180                      159,648                      

Transfer from Accumulated Surplus 6,249,691                  3,000,000                  6,587,912                  

Transfer to Accumulated Surplus (136,678)                    (359,999)                    (80,001)                       

16,479,668                8,118,186                  10,029,345                 

Waste Collection Levy Surplus 

Opening Balance 264,697                      444,110                      132,072                      

Transfer from Accumulated Surplus ‐ Interest 5,434                          1,540                           3,380                          

Transfer from Accumulated Surplus 1,110,439                  190,955                      129,244                      

Transfer to Accumulated Surplus (325,500)                    (200,000)                    ‐                                   

1,055,070                  436,605                      264,697                      

Cockburn Super Clinic

Opening Balance 1,936,374                  15,000                        4,242,180                  

Transfer from Accumulated Surplus ‐ Interest 30,964                        169,220                      80,055                        

Transfer from Accumulated Surplus 3,067                          ‐                                    ‐                                   

Transfer to Accumulated Surplus (1,970,405)                 ‐                                    (2,385,861)                  

‐                                   184,220                      1,936,374                  

This Reserve was established this year to fund activities in relation to Community Surveillance.

This reserve will contain funds that are levied for the purpose of CPRS including payments to the Federal Government.

This reserve has been established to account for the funds generated from the proposed Community Infrastructure 

Developer Contributions Scheme. Subject to ministerial approval, funds could commence flowing during 2011/12. 

This Reserve is used to manage any surplus' generated from the annual waste collection levy versus the service costs.

This reserve was established for the purpose of managing and meeting the accountability requirements for the federal 

grant funds towards the construction of the GP super clinic on Wentworth Pde, Success.
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NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
14. Reserves

Actual Budget Actual 

2014/15 2014/15 2013/14

$    $    $   

Naval Base Leaseholder Dwelling Removal

Opening Balance 333,945                      330,032                      272,408                      

Transfer from Accumulated Surplus ‐ Interest 8,648                          4,270                           7,536                          

Transfer from Accumulated Surplus 54,693                        54,693                        54,000                        

397,285                      388,995                      333,945                      

Underground Power ‐ SAR

Opening Balance 754,224                      524,840                      1,301,740                  

Transfer from Accumulated Surplus ‐ Interest 19,175                        (11,570)                       36,691                        

Transfer from Accumulated Surplus 1,149,592                  1,200,000                  1,328,699                  

Transfer to Accumulated Surplus (1,372,063)                 (1,372,063)                 (1,912,905)                  

550,927                      341,207                      754,224                      

Environmental Offset

Opening Balance 277,368                      216,136                      357,376                      

Transfer from Accumulated Surplus ‐ Interest 7,183                          (3,110)                         8,486                          

Transfer to Accumulated Surplus ‐                                   ‐                                    (88,494)                       

284,550                      213,026                      277,368                      

Bibra Lake Management Plan Reserve

Opening Balance 847,819                      814,892                      1,014,207                  

Transfer from Accumulated Surplus ‐ Interest 21,044                        (9,120)                         25,171                        

Transfer to Accumulated Surplus (120,000)                    (120,000)                    (191,559)                    

748,863                      685,772                      847,819                      

Restricted Grants & Contributions Reserve

Opening Balance 5,923,657                  2,888,699                  ‐                                   

Transfer from Accumulated Surplus ‐ Interest 156                              ‐                                    12,145                        

Transfer from Accumulated Surplus 3,458,719                  ‐                                    8,888,133                  

Transfer to Accumulated Surplus (3,812,694)                 ‐                                    (2,976,621)                  

5,569,838                  2,888,699                  5,923,657                  

This Reserve is being established to account for and manage the funds raised through the specified area rate for the 

undergrounding of power in East Coolbellup. The funds are completely restricted to this purpose.

Established for the purposes of the future removal of leasehold dwellings at Reserve 24308, Naval Base.  All funds raised 

are to be accounted for on a property lease by lease basis, and not on who paid the actual payment at the time of the 

payment. Funds raised will be reimbursed to leaseholders when dwelling is removed and the site rehabilitated to its prior 

state.

Purpose of the reserve is to receive funds so as to undertake environmental rehabilitation of land associated with road 

construction as approved by the relevant government agency.

Purpose of the reserve is to receive funds so as to implement the Bibra Lake Management Plan as adopted by Council.

Purpose of the reserve is to quarantine monies received for restricted purposes across financial years
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NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
14. Reserves

Actual Budget Actual 

2014/15 2014/15 2013/14

$    $    $   

NEW ‐  CIHF Building Maintenance Reserve

Transfer from Accumulated Surplus ‐ Interest 7,650                          ‐                                    ‐                                   

Transfer from Accumulated Surplus 2,181,773                  600,000                      ‐                                   

2,189,423                  600,000                      ‐                                   

NEW ‐  Cockburn Central West Recreation Facility Reserve

Transfer from Accumulated Surplus 12,491,292                11,241,207                ‐                                   

Transfer to Accumulated Surplus (4,582,685)                 ‐                                    ‐                                   

7,908,607                  11,241,207                ‐                                   

SUMMARY CASH BACKED RESERVES

Opening Balance 85,588,563                68,275,960                75,389,461                 

Transfer from Accumulated Surplus ‐ Interest 2,074,414                  2,057,552                  1,839,307                  

Transfer from Accumulated Surplus 48,467,243                33,476,557                47,092,217                 

Transfer to Accumulated Surplus (29,056,453)               (18,281,347)               (38,732,421)                

Transfer to Accumulated Surplus‐Impairment ‐                                   ‐                                    ‐                                   

TOTAL CASH BACKED RESERVES 107,073,767              85,528,723                85,588,563                 

Purpose of the reserve is to provide funding for major building maintenance of the Cockburn Integrated Health Facility at 

Cockburn Central.

Purpose of the reserve is to manage funds for the development of the Cockburn Central West Recreation Facility. $8.0m 

has been diverted from the Community Infrastructure Reserve into this new reserve.
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NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
15. REVALUATION SURPLUS

Actual Actual 
2014/15 2013/14

$    $   

Revaluation surpluses have arisen on revaluation
of the following classes of non‐current assets:

Land
Opening balance 118,679,531             96,677,942                 
Revaluation Increment/(Decrement) ‐                                    22,001,589                 

118,679,531             118,679,531              

Buildings
Opening balance 22,405,632                19,016,167                 
Revaluation Increment/(Decrement) ‐                                    3,389,465                   

22,405,632                22,405,632                 

Roads Infrastructure
Opening Balance 213,820,054             129,531,615              
Revaluation Increment/(Decrement) 17,481,874                84,288,439                 

231,301,929             213,820,054              

Drainage Infrastructure
Opening Balance 135,494,667             130,016,838              
Revaluation Increment/(Decrement) 15,532,529                5,477,829                   

151,027,196             135,494,667              

Footpath Infrastructure
Opening Balance 23,493,420                19,870,923                 
Revaluation Increment/(Decrement) 2,600,817                  3,622,497                   

26,094,236                23,493,420                 

Parks Equipment Infrastructure
Opening Balance 15,022,723                14,834,765                 
Revaluation Increment/(Decrement) 1,037,027                  187,958                      

16,059,750                15,022,723                 

Landfill Infrastructure
Opening Balance 2,673,635                  ‐                                  
Revaluation Increment/(Decrement) ‐                                    2,673,635                   

2,673,635                  2,673,635                   

TOTAL REVALUATION SURPLUS 568,241,909             531,589,662              

SUMMARY OF REVALUATION SURPLUS
Opening Balance 531,589,662             409,948,251              
Revaluation net increments made during the year 36,652,247                121,641,411              
TOTAL REVALUATION SURPLUS 568,241,909             531,589,662              
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NOTES to and forming part of the financial statements

16. Notes to Statement of Cash Flows
Actual Budget Actual

2014/15 2014/15 2013/14
$   $   $   

16a

31,619,526          16,063,417          44,353,128            

Add (Less) non-cash items:
Depreciation 25,027,845          23,755,157          21,946,870            
(Profit)/Loss on Sale of Assets (1,825,134)           (567,053)              596,708                 
Impairment - Infrastructure Park Landscape 15,701,497          -                           
Impairment charge provision -                           -                           -                             

Employee entitlements provision 312,780               595,980               167,408                 
Accrued investment income -                           -                           1,188,350              
Joint Venture Investment (1,417,788)           -                           (15,626,960)           

(13,393,722)         -                           (5,260,583)             

Less: Grants & Contributions for the Development of Assets (18,497,201)         (6,726,309)           (14,465,768)           

Change in Assets and Liabilities:
[Increase)/Decrease in Rates Debtors & Deferred Rates (872,362)              -                           484,897                 
(Increase)/Decrease in Sundry Debtors 299,651               -                           697,871                 
(Increase)/Decrease in Stock on Hand 20,787                 -                           4,781                     
Increase/(Decrease) in Creditors & Accruals (560,419)              -                           (480,098)                
(Increase)/Decrease in Rubbish Debtors 16,124                 -                           62,661                   
Increase/(Decrease) on Income Received in Advance -                           -                           -                             
(Increase)/Decrease in Prepayments (69,285)                -                           (10,336)                  
NET CASH USED IN OPERATING ACTIVITIES 36,362,297        33,121,193        33,658,929            

16b
Reconciliation of Cash

For the purpose of the Statement of Cash Flows, the entity
considers cash to include Cash on Hand and in Banks and
investments in Money Market Instruments. Cash at the end
of the reporting period as shown in the Cash Flow Statement
is reconciled to the related item in the Balance Sheet as 
follows: -

Cash at Bank 4,360,482            17,833,325          4,913,947              
Cash on Hand 26,350                 35,505                 23,555                   
Cash Equivalent Investments 124,631,229        64,044,092          99,896,512            
Cash & Cash Equivalents at end of Reporting Period 129,018,060      81,912,923        104,834,014          

16c
Undrawn Borrowing Facilities
Credit Standby Arrangements
Credit Card limit 250,000               250,000                 
Credit Card Balance at Balance Date 50,458                 58,849                   
Total Amount of Credit Unused 199,542             191,151                

Reconciliation of Net Cash Provided by/(Used in) Operating 
Activities to Change in Net Assets Resulting from Operations.

Net Result

Recognition of infrastructure assets previously not recognised
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NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

17.    Investment in Joint Venture ‐ SMRC

2014/15
Actual

$
(audited)

2013/14
Actual

$
(unaudited)

  7,690,632   6,469,943 

Current Assets   5,558,254   4,430,145 
Non Current Assets 16,799,485 17,739,005 
Total Assets  22,357,739  22,169,151 

Current Liabilities   5,327,788   5,375,357 
Non Current Liabilities   8,592,214   9,630,736 
Total Liabilities  13,920,002  15,006,093 

Net Assets    8,437,737    7,163,057 

Net Increase/(Decrease) in Equity - SMRC Joint Venture   1,274,680 

Represented by Share of Joint Venture entity's Financial 

The City is a member of the Southern Metropolitan Regional Council (SMRC) and also a participant in the Regional Resource 

Recovery Centre (RRRC).

The RRRC is controlled by a regional local government established in accordance with the Local Government Act 1995. The 

regional local government being the SMRC, consists of six local governments of which five are participants in the RRRC.

Participating Local Governments are required to contribute an annual fee to cover the capital cost in the establishment of the 

facility and pay gate fees for each tonne of waste they deliver to the facility to cover the operating costs. The capital costs for each 

participating Local Government member is based on the Australian Bureau of Statistics population statistics. Each project 

participant will develop equity in the project equal to the relevant proportion of the total capital loan repayments made by that 

project participant. The City of Cockburn's interest in the RRRC is 41.72 per cent.

The City of Cockburn has guaranteed, by way of agreement, its share of the Loan Liability to the SMRC and the Western Australian 

Treasure Corporation (funding body). The City of Cockburn's share of the outstanding loan liabilities of RRRC at 30 June 2015 is 

$11,252,011 (audited). The City of Cockburn's share of the outstanding loan liability for the SMRC Admin Building at 30 June 2015 

is $664,380 (audited)

The City's share in the net assets of the SMRC (excluding 
equity) Equity Ratio
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NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

18.    Contingent Liabilities

   

   

(a) Regional Resource Recovery Centre- Lending Facility
Council is a participant in the Regional Resource Recovery Centre Joint Venture.  The project was 
established through the Southern Metropolitan Regional Council (SMRC) and involves the cities of 
Canning, Cockburn, Fremantle, Melville and the Town of East Fremantle in the development of a waste 
processing plant and a recyclable and green waste facility at Canning Vale.

The capital construction of the facility is funded by borrowings from Western Australian Treasury 
Corporation.  A $40 million lending facility was initially set up for this purpose, repayable over a term of 20 
years.  This facility has since been extended to a total of $55 million. The SMRC administer the borrowings 
and the project participants  make quarterly contributions equal to the repayment costs of these 
borrowings.

The Council's estimated share of the project funding is based upon population percentages as derived 
from the Australian Bureau of Statistics census. These are now revised yearly over the life of the loan. 
Council's share  in the 2014/15 year is 42.20%. 

As at 30th June 2015, the balance outstanding against the lending facility stood at $26,663,532 with 
Council's share of this liability being $11,252,011 (calculated using the percentage of 42.20%).

Council's annual contribution towards the repayment of interest and principal on the lending facility is 
currently around $1.57 million (approx. $39 per household).

Council has guaranteed by way of agreement its share of the loan liability to the SMRC and the Western 
Australian Treasury Corporation (funding body).

(b) SMRC Administration Building - Lending Facility
As a SMRC participant, Council has guaranteed by way of security to the Western Australian Treasury 
Corporation, a charge over its' general funds for its' share of any outstanding debenture borrowings 
provided for the SMRC administration building at 9 Aldous Place Booragoon.  This facility has a limit of $2 
million.

As at 30th June 2015, the balance outstanding against this facility stood at at $1,800,000 with Council's 
share of this liability being $664,380 (using the current cost/profit sharing percentage of 36.91%).

(c) ATO GST Audit - Unimproved Land Sales
The Australian Taxation Office (ATO) instigated an audit into the City's GST treatment of unimproved land 
sales made during the period 1 September 2009 to 30 September 2013. Specifically, it investigated the 
City's application of the margin scheme to land sales made under Item 4 of sub- section 75-10(3) of the 
GST Act and whether the City correctly accounted for the GST attributable to these sales. The audit 
completed in December 2014 found that the City had not correctly accounted for GST on these land sales 
by a shortfall of $782,747. This finding was premised on the ATO's view that some of the land had been 
improved prior to 1 July 2000 (mainly through land clearing) and that this had enhanced the value of the 
land compared to its natural state. However, the City's tax advisor's position is that the ATO have erred 
with their interpretation of the facts and is currently acting on behalf of the City (and several other clients 
with similar issues) in responding to the ATO's audit findings. 

Upon advice, the City has since entered the ATO’s Alternative Dispute Resolution (ADR) process that was 
developed to resolve issues in respect of ‘land on which there are no improvements’, applicable for section 
38-445 and Item 4 of subsection 75-10(3) of the A New Tax System (Goods and Services Tax) Act 1999. 
The City’s ADR matter will only be dealt with after the ATO have resolved other current ADR matters 
addressing the same or similar issues. The ATO has also advised that in the event the ADR process finds 
that Item 4 is not applicable to the land sales in question, it will review its audit decision to consider the 
City’s ability to apply alternative margin scheme provisions to the land sales. This scenario would most 
likely lead to a reduction in the audit result of a $782,747 tax liability.

Given the City's tax advice to date, it remains confident that the ATO's audit findings will be substantially 
changed following the resolution of the ADR process. However, until this process has run its course, the 
City will continue to disclose a contingent liability in the financial statements.
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NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

19. Capital & Leasing Commitments

Capital Commitments
At the reporting date, Council had the following commitments remaining for major purchases:

2015 2014
 $ $
Contracted for:
capital expenditure projects 3,258,628       4,799,410
plant & equipment purchases -                  444,101

3,258,628 5,243,511

Operating Leasing Commitments 

Actual Actual
2014/15 2013/14

Payable: $ $
684,096 477,856
736,875 729,435

-                  -                  
1,420,971 1,203,522

Not later than 1 year
Later than 1 year but not later than 5 years
Later than 5 years

Non-cancellable operating leases contracted for but not capitalised in the financial report
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20a.  Assets Classified by Function
Total Assets Classified by Function and Activity

Actual Actual

2014/15 2013/14

$ $

General Purpose Funding 41,636,420               29,752,358             

Governance 22,685,367               21,706,192             

Law, Order and Public Safety 2,717,356                 2,892,989               

Health 2,114,025                 1,287,106               

Education and Welfare 2,824,896                 3,166,877               

Community Amenities 69,840,637               49,069,776             

Recreation and Culture 129,135,664             188,727,689          

Transport 696,183,914             644,810,561          

Economic Services 3,348,088                 3,576,369               

Other Property and Services 164,890,812             111,770,165          

Total 1,135,377,178          1,056,760,082       
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20b. Disposal of Assets

Actual Actual Actual Actual Actual Actual
2014/15 2013/14 2014/15 2013/14 2014/15 2013/14

BY FUNCTION $   $   $   $   $   $   
Governance -                          -                          -                          -                          -                          -                          
Law, Order and Public Safety -                          -                          -                          -                          -                          -                          
Health -                          -                          -                          -                          -                          -                          
Education and Welfare -                          -                          37,722                39,502                37,722                39,502                
Community Amenities -                          -                          -                          -                          -                          -                          
Recreation and Culture 650,148              44,738                157,818              4,550                  (492,329)             (40,188)               
Transport 397,653              30,009                522,955              457,146              125,302              427,137              
Economic Services -                          -                          -                          -                          -                          -                          
Other Property and Services 1,128,111           4,925,505           3,282,551           3,902,346           2,154,439           (1,023,159)          
Total 2,175,912         5,000,252         4,001,046         4,403,544         1,825,134         (596,708)           

BY ASSET CLASSIFICATION
Land 744,105              4,301,659           2,758,227           3,467,818           2,014,122           (833,841)             
Buildings 650,148              44,738                157,818              -                          (492,329)             (44,738)               
Infrastructure - Parks Equipment -                          -                          -                          -                          
Furniture and Equipment 10,714                -                          4,550                  -                          (6,164)                 
Computers -                          -                          -                          -                          
Plant and Equipment 781,659              643,140              1,085,000           931,176              303,341              288,036              
Total 2,175,912         5,000,252         4,001,046         4,403,544         1,825,134         (596,707)           

NOTE: 
Profit on Sale of Assets 2,317,463           
Loss on Sale of Assets (492,329)             

1,825,134         

NET BOOK VALUE SALE PRICE PROFIT/(LOSS)
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20c.  Control Over Contributions
 Actual Actual

2014/15 2013/14
$ $

Grants & contributions which were recognised as revenues 
during the reporting period and which were obtained on the 
condition that they be expended for specified purposes but 
have yet to be applied in that manner at the reporting date 
  
Road Construction & Development funds 1,326,271  1,852,535  
Funded Projects & Social Services 1,495,762  1,495,762  

2,822,033  3,348,297  

Grants & contributions which were recognised as revenues in 
the previous reporting periods and which were obtained on 
the condition that they be expended for specified purposes 
but have not yet been applied in that manner at the reporting 
date were:

Road Construction & Development funds 1,373,500  1,264,557  
Footpath Development Funds 728,886     665,384     
Drainage Development Funds 645,419     645,419     

2,747,805  2,575,360  

Total Unapplied Contributions 5,569,838  5,923,657  

Grants & contributions which were recognised as revenues in 
a previous reporting period and were expended during the 
current reporting period on the purposes specified by the 
contributor/grantor were:

Road Construction & Development funds 1,852,535  745,683     
Funded Projects & Social Services 1,495,762  2,960,326  

3,348,297  3,706,009  
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21. FINANCIAL RATIOS

2015 2014 2013

Current Ratio 1.869 1.811 1.570

Asset Sustainability Ratio 0.378 0.316 0.413

Debt Service Cover Ratio 16.625 21.507 N/A

Operating Surplus Ratio -0.002 0.091 0.124

Own Source Revenue Ratio 0.898 1.012 1.033

The above ratios are calculated as follows:

Current Ratio current assets minus restricted current assets
current liabilities minus liabilities associated

with restricted assets

Asset Sustainability Ratio capital renewal and replacement expenditure
depreciation expense

Debt Service Cover Ratio annual operating surplus before interest and depreciation
principal and interest

Operating Surplus Ratio operating revenue minus operating expense
own source operating revenue

Own Source Revenue Ratio own source operating revenue
operating expense

ADDITIONAL FINANCIAL RATIOS

2015 2014 2013

Asset Consumption Ratio 0.712 0.699 0.709

Asset Renewal Funding Ratio 0.767 1.027 0.991

The above ratios are calculated as follows:

Asset Consumption Ratio depreciated replacement cost of assets
current replacement cost of depreciated assets

Asset Renewal Funding Ratio NPV of planned capital renewals over 10 years
NPV of required capital expenditure over 10 years

The following information relates to those ratios which only require an attestation they have been 
checked and are supported by verifiable information.
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22. Information on Borrowings

Debenture Repayments

Particulars/Purpose

Principal 
1 July 2014

$
Interest 

Rate
Maturity 

Date
Actual

$
Budget

$
Actual

$
Budget

$
Actual

$
Budget

$

Law Order & Public Safety
To assist fund the Emergency Services Head 
Quarters in Cockburn Central (FESA Funded) 917,998 4.29% 4 June 2023 85,557 85,557 832,441 832,441 38,905 39,034

Other Property & Services

Loan to assist fund the costs associated with the 
undergrounding of power in Coolbellup East and 
Hamilton Hill (repayment to be funded from the 
applicable Specified Area Rate). 2,621,851 3.56% 4 June 2016 1,287,799 1,287,799 1,334,052 1,334,052 84,265 84,265

Total 3,539,849 1,373,356 1,373,356 2,166,493 2,166,493 123,170 123,300

Unspent Debentures
There is no unspent debenture as at 30 June 2015.

Overdraft
The City has not utilised an overdraft Facility during the year.

Principal Repayments
Principal

30 June 2015
Interest 

Repayments
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23a.   Statement of Rating Information for Year Ended 30 June 2015
  

 Qty Rateable value Rate in Yield Budget Qty Rateable Value  Amount Yield Budget Qty Rateable Value Yield Budget
 $ $ $ 2014-15 $ $ $ 2014-15 $ $ 2014 - 15

GRV
Commercial Caravan Parks 2 1,778,244 0.0805800 143,291 143,291 683 0 0 2 1,778,244 143,291 143,291
Residential Improved 30,070 650,690,992 0.0430300 27,999,233 27,972,644 6272 91,007,846.00 683 4,283,776 4,283,093 36,342 741,698,838 32,283,009 32,441,959
Residential - Vacant 1,471 29,998,170 0.0860000 2,579,843 2,585,635 954 5,971,536.00 683 651,582 602,406 2,425 35,969,706 3,231,425 3,188,041
Comm & Industrial - Improved 2,292 192,830,769 0.0699400 13,486,584 13,166,033 147 1,073,445 683 100,401 100,401 2,439 193,904,214 13,586,985 13,266,434
Comm & Industrial -  Vacant 266 16,533,357 0.0860000 1,421,869 1,598,362 6 16,150.00 683 4,098 4,098 272 16,549,507 1,425,967 1,602,460
Large Comm & Industrial - Improved 49 124,961,971 0.0805800 10,069,436 10,344,265 683 0 0 49 124,961,971 10,069,436 10,117,815

 
UV

Rural   - Vacant Land 51 63,780,000 0.0036200 230,884 212,856 2 257,000 1,030 2,060 2,060 53 64,037,000 232,944 207,262
Rural General 262 219,270,000 0.0023500 515,285 526,988 23 4,971,438 1,030 23,690 25,750 285 224,241,438 538,977 552,738

Total Rates Levied 34,463 1,299,843,503 56,446,423 56,550,074 7,404 103,297,415 5,065,607 5,017,808 41,867 1,403,140,918 61,512,033 61,520,000
Interim Rates - GRV & UV 340,000 2,291,328 1,360,000
Rates Received in Advance 1,240,970

Total General Rates 34,463 1,299,843,503 56,446,423 56,890,074 7,404 103,297,415 5,065,607 5,017,808 41,867 1,403,140,918 65,044,331 62,880,000

TOTALSNON-MINIMUM MINIMUMS
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23b. Specified Area Rates for Year Ended 30 June 2015

Rate in
Basis of 

Rate Qty Rateable Value Yield

Interim 
Rate 

Revenue
Budget

2014-2015
Applied to 

Costs

Budget 
Applied to 

Costs
$ $ $ $ $ $ $

Port Coogee Special Maintenance 0.00014 GRV 607 1,782,520,000  247,592       64,725   235,000    312,317  235,000  

58

Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

24.    Prescribed Service Charges 

Property Surveillance & Security

Amount of each service charge:  $65.00

Actual

2014/15

Budget 

2014/15

Total amount of revenue collected from service charge for reporting 

year:
$2,895,792 $673,608

$13,740.91
Add:  Amount of funds b/f from previous year for unspent service 

charges 
$794,599 $653,841

Less:  Amount of total funds applied during the reporting year in 

meeting the costs of the service provided by Wilson Parking Australia 

were:
$2,208,465 $267,898

‐$191,051.25
Amount of funds un‐applied as at 30 June 2015 (carried forward into the 

following year to meet future service costs).
$1,481,926 $1,059,551

Underground Power ‐ Coolbellup East and Hamilton Hill

Amount of each service charge: 

‐ Infrastructure Fee $510.00

‐ Connection Fee $100.00

Actual

2014/15

Budget 

2014/15

Total amount of revenue collected from service charge for reporting 

year:
$1,168,766 $1,188,430

$19,174.79
Add:  Amount of funds b/f from previous year for unspent service 

charges 
$754,224 $754,224

Add:  Loan funding received $0

Add: Grant funding received $0

Less:  Amount of total funds applied during the reporting year in 

meeting the costs of the construction were:
$1,372,063 $1,372,636

Amount of funds un‐applied as at 30 June 2015 (carried forward into the 

following year to meet future service and financing costs).

$550,927 $570,018

Section 6.38 of the Local Government Act 1995 allows Council to impose service charges on owners or occupiers to meet the costs of providing a 

prescribed service in relation to the land. Section 54 of the Local Government (Financial Management) Regulations 1996 prescribes the provision of a 

security services as an allowable service charge.

In accordance with Section 6.32 of the Local Government Act 1995, Council imposed a whole of district security patrol service charge during the 

reporting year. Financial details for this charge are as follows:

Section 6.38 of the Local Government Act 1995 allows Council to impose service charges on owners or occupiers to meet the costs of providing a 
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25. Fees and Charges
Actual Actual
2014/15 2013/14

$ $
General Purpose Funding

Administration Fees 239,164              248,159              
Rate Search Fees 105,745              118,030              
Admin Fee - FESA 86,150                84,430                
Other Fees & Charges 103,313              119,030              

534,373            569,648              

Governance
Administration Service Charges 450                     850                     
Other Fees & Charges 13,740                10,813                

14,190              11,663                

Law, Order and Public Safety
Dog Registration Fees 221,872              254,210              
Licences 737                     12,107                
Impounding Fees 52,794                55,552                
Fines, Infringements & Penalties 510,896              208,487              
Other Fees & Charges 55,978                27,968                

842,277            558,324              

Health
Administration, Application & Inspection Fees 19,125                22,472                
Administration Fees & Licences 197,525              175,893              
Fines & Penalties 1,015                  5,362                  
Other Fees & Charges 417                     251                     

218,082            203,977              

Education and Welfare
Client Fees 270,718              271,529              
Lease / Rental Income 56,945                71,391                
Other Fees & Charges 865,747              849,590              

1,193,411         1,192,510           

Community Amenities
Planning Fees & Charges 1,765,952           2,075,877           
Rubbish Removal Charges 19,041,157         17,186,691         
Rubbish Tipping Fees 8,532,499           11,757,561         
Other Fees & Charges 1,055,600           1,173,595           

30,395,208       32,193,724         

Recreation and Culture
Client Fees (3,585)                 13,010                
Hall Hires 261,645              318,703              
Reserve Hires 208,235              194,273              
Leasehold Rentals 55,105                60,856                
Recreation Centre Charges 2,827,902           2,805,481           
Other Fees & Charges 84,676                70,008                

3,433,977         3,462,331           

Transport
Supervision Fees 251,057              238,064              
Other Fees & Charges 64,715                20,683                

315,772            258,748              

Economic Services
Building Licences 1,287,988           1,064,458           
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Caravan Park Leases / Licences 210,566              -                          
Assessment & Application Fees 3,100                  2,680                  
Swimming Pool Inspection Fees 227,777              185,497              
Fines & Penalties 30,525                39,995                
Other Fees & Charges 507,070              668,109              

2,267,027         1,960,739           

Other Property and Services
Private Works Revenue 11,759                5,674                  
Other Fees & Charges 1,085,845           283,061              

1,097,604         288,735              

TOTAL FEES & CHARGES 40,311,919       40,700,398         
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26.    Interest Charges, Administration Fees and Instalments  

Interest Admin Actual Actual
Rate Fee 2014/15 2013/14

% $ $ $
Administration Fee 5.00 239,164 248,159
Penalty Interest 8.00 -                      199,543 237,438
Instalment Interest 4.00 -                      329,136 306,559

Payment by Instalments

(b)  Pay in four instalments due 1. 2 September 2014
 2. 4 November 2014
 3. 6 January 2015

4. 10 March 2015

Administration Fees

Special Payment Arrangements

Instalment Interest

Penalty Interest - Rates 

Penalty Interest - FESA

Penalty interest was levied where payment in full or the first instalment was not received within thirty-five days of the issue of 
the rate notice. The rate charged was 8% pa on the daily balance. The maximum rate of interest allowed to be imposed on 
overdue rates and service charges under S6.51(1) of the Local Government Act is 11%.

The Minister for Emergency Services deemed the penalty interest rate for 2014/15 to be 8% on outstanding balances. 
Interest was levied where payment in full or the first instalment was not received within thirty-five days of the issue of the rate 
notice.

(a)  Pay in full by 2 September 2014

Council offered instalment payment options of either two or four payments. The first instalment (inclusive of any arrears) had 
to be paid in full by the due date.  Failure to pay the first instalment by the due resulted in the forfeiture of the instalment 
payment option. Ratepayers had the following options for paying their rates:

The Rates Instalment Fee is $5 per instalment. This fee is being made in conjunction with the introduction of a 0.55% 
transaction fee for the cost recovery of credit card merchant fees. This initiative will provide lower costs to the majority of 
ratepayers.

Ratepayers who were unable to pay their account in full or according to the instalment plans offered were able to make 
special payment arrangements to extinguish their debt.  A separate administration fee of $20.00 was charged for these 
arrangements. Penalty interest was applied at the rate of 8% to any outstanding balance. 

The Local Government Act allows for interest to be charged on overdue amounts. The Council charged interest at the rate of 
4% on outstanding rates for the year under review. This charge covered the opportunity cost of lost income on investment 
that would otherwise be received had the instalment options not been exercised. The maximum rate of interest allowed to be 
imposed on outstanding amounts under S6.45(4)(e) of the Local Government Act is 5.5% 
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27. GRANT REVENUE
Actual Budget Actual

2014/15 2014/15 2013/14
$    $    $   

By Nature or Type:
Operating Grants, Subisides and Contributions 11,843,090               9,325,765                   8,545,383                 
Non‐Operating Grants, Subsidies and Contributions 6,715,595                 2,361,387                   4,402,061                 

18,558,685               11,687,152              12,947,443              

By Program:
General Purpose Funding 5,614,608                 3,640,899                   1,827,011                 
Governance 3,977,472                 80,000                        426,860                    
Law Order & Public Safety 238,743                    248,798                      261,931                    
Health (10,650)                     ‐                                   297,099                    
Education & Welfare 5,630,098                 5,161,761                   5,398,486                 
Community Amenities 50,100                      100,000                      99,342                      
Recreation & Culture 256,548                    255,864                      555,163                    
Transport 2,794,704                 2,199,830                   4,027,969                 
Other Property & Services 7,062                         ‐                                   53,583                      

18,558,685               11,687,152              12,947,443              

Grants, subsidies and contributions are included as operating revenues in 

the Statement of Comprehensive Income:
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28.   Number of Employees

Actual Actual
2014/15 2013/14

No. No.

431                 438              

29. Superannuation

Actual Actual
2014/15 2013/14

$ $
Contributory 605,711          519,916       
S.G. Occupational 3,519,846       3,135,588    

4,125,556       3,655,504    

The Council contributes in respect to its employees to the WA Local Government Superannuation Plan 
("the plan"), established for the purpose of all local governments in the state. In accordance with statutory 
requirements, the Council contributes to the plan amounts determined by the plan actuary. 

As a defined contribution (accumulation) scheme, assets accumulate in the plan to meet members' 
benefits as they accrue. 

Number of full‐time equivalent (FTE) employees 

as at balance date:
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30. Financial Risk Management

Actual Actual Actual Actual

2014/15 2013/14 2014/15 2013/14

$ $ $ $

Financial Assets

Cash and cash equivalents 129,018,060                104,834,013      129,018,060      104,834,013         

Held‐to‐maturity investments 4,506,731                    4,357,037           4,904,954          5,532,037             

Receivables 6,102,973                    6,098,787           6,102,973          6,098,787             

139,627,764 115,289,837 140,025,987 116,464,837

Financial Liabilities

Borrowings 2,166,493 3,539,849 1,995,099 3,124,539

Payables 14,266,681 11,426,237 14,266,681 11,426,237
16,433,174 14,966,086 16,261,780 14,550,776

(a) Risk Assessment ‐ Cash & Cash Equivalents and Investments

Actual Actual
2014/15 2013/14

Impact of a 5% (*) movement in price of investments: $ $

 ‐ Equity 221,855             396,704           
 ‐ Income Statement 221,855             (+) 396,704           

Impact of a 0.5% (*) movement in interest rates on cash
and investments:

 ‐ Equity 692,661             611,837           
 ‐ Income Statement 692,661             (+) 611,837           

Council’s activities expose it to a variety of financial risks including price risk, credit risk, liquidity risk and interest rate risk.  The Council’s overall 

risk management focuses on the unpredictability of financial markets and seeks to minimise potential adverse effects on the financial 

performance of the Council.

Council does not engage in transactions expressed in foreign currencies and is therefore not subject to foreign currency risk.

Financial risk management is carried out by the finance area under policies approved by the Council.

Carrying Value Est. Fair Value

Fair value is determined as follows:

• Cash and Cash Equivalents, Receivables, Payables – estimated to the carrying value which approximates net market value.

• Borrowings, Held‐to‐Maturity Investments – estimated future cash flows discounted by  the current market interest rates applicable to assets 

and liabilities with similar risk profiles.

Council’s objective is to maximise its return on cash and investments whilst maintaining an adequate level of liquidity and preserving capital.  The 

finance area manages the cash and investments portfolio with the assistance of independent advisers (where applicable).  Council has an 

investment policy and the policy is subject to review by Council.  An Investment Report is provided to Council on a monthly basis setting out the 

make‐up and performance of the portfolio.

The major risk associated with investments is price risk – the risk that the capital value of investments may fluctuate due to changes in market 

prices, whether these changes are caused by factors specific to individual financial instruments of their issuers or factors affecting similar 

instruments traded in a market.

Cash and investments are also subject to interest rate risk – the risk that movements in interest rates could affect returns.

Another risk associated with cash and investments is credit risk – the risk that a contracting entity will not complete its obligations under a 

financial instrument resulting in a financial loss to Council.

Council manages these risks by diversifying its portfolio and only purchasing investments with high credit ratings or capital guarantees.  Council 

also seeks advice from independent advisers (where applicable) before placing any cash and investments.
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30. Financial Risk Management

(+) Maximum impact.

(b) Receivables

Actual Actual
2014/15 2013/14

Percentage of Rates and Annual Charges

 ‐ Current 94% 57%
 ‐ Overdue 6% 43%

Percentage of Other Receivables

 ‐ Current 84% 94%
 ‐ Overdue 16% 6%

(c) Payables & Borrowings

Due Due Due Total Total
within between after contractual carrying
1 year 1 & 5 years 5 years cash flows value

$ $ $ $ $
2015

Borrowings 1,423,320                    397,490 345,684 2,368,799 2,166,493
Payables 8,063,526                    6,203,155 14,266,681 14,266,681

9,486,846 6,600,645 345,684 16,635,480 16,433,174

2014

Borrowings 1,373,356                    1,715,023 451,470 3,865,454 3,539,849
Payables 8,439,161                    2,802,292 11,241,453 11,241,453

9,812,517                    4,517,315 451,470 15,106,907 14,781,302

(d)     Interest Rate Risk Profile 

Council’s major receivables comprise rates and annual charges and user charges and fees.  The major risk associated with these receivables is 

credit risk – the risk that the debts may not be repaid.  Council manages this risk by monitoring outstanding debt and employing debt recovery 

policies.  It also encourages ratepayers to pay rates by the due date through incentives.

Credit risk on rates and annual charges is minimised by the ability of Council to recover these debts as a secured charge over the land – that is, 

the land can be sold to recover the debt.  Council is also able to charge interest on overdue rates and annual charges at higher than market rates, 

which further encourages payment.

The level of outstanding receivables is reported to Council monthly and benchmarks are set and monitored for acceptable collection 

performance.

Council makes suitable provision for doubtful receivables as required and carries out credit checks on most non‐rate debtors.

There are no material receivables that have been subject to a re‐negotiation of repayment terms.

Payables and borrowings are both subject to liquidity risk – that is the risk that insufficient funds may be on hand to meet payment obligations as 

and when they fall due.  Council manages this risk by monitoring its cash flow requirements and liquidity levels and maintaining an adequate cash 

buffer.  Payment terms can be extended and overdraft facilities drawn upon if required.

(*) Sensitivity percentages based on management’s expectation of future possible market movements. 

     Recent market volatility has seen large market movements for certain types of investments.

The City is exposed to interest rate risk through primary financial assets and liabilities. The following table summaries interest 

rate risk for the City, together with the effective interest rates as at 30th June 2015.
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NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

31. Other Expenses
Actual Budget Actual
2014/15 2014/15 2013/14

$ $ $
Councillor's Remuneration
The following fees, expenses and allowances were paid to 
councillors and the mayor:

Meeting Fees 324,450               324,450             315,639           
Vehicle Mileage Claims 12,715                 30,000               12,182             
Mayoral/Deputy Mayoral Allowances 109,437               109,438             106,250           
Communication Expenses 46,291                 36,050               35,871             

492,894             499,938            469,942          

32.  Economic Dependency

Actual Budget Actual
2014/15 2014/15 2013/14

$ $ $
18,558,685          11,687,152        12,947,443      

A significant portion of Council's revenue is received by way of grants from the State and Federal 
Government.

The total of grant revenue from Government sources
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NOTES TO AND FORMING PART OF THE FINANCIAL REPORT 
 
Note 33 – Fair Value 
 
The City of Cockburn measures the following assets at fair value on a recurring basis after 
initial recognition: 

  Financial Assets at fair value through profit or loss 
   Land and Buildings 
   Plant & Machinery 
   Computers & Equipment 
   Furniture and Equipment 
   Roads 
   Footpaths 
   Drainage 
 Landfill 
 Parks Equipment 
 Infrastructure 

 
The following table provides the fair values of the City of Cockburn’s assets measured and 
recognized on a recurring basis after initial recognition and their categorization within the fair value 
hierarchy: 

 
 

Recurring Fair Value Measurements 
 

Non-Financial Assets - 30 June 2015 Note Level 1 ($) Level 2 ($) Level 3 ($) Total ($)

Land 9(b) 99,470,600 99,470,600

Buildings 9(b) 644,000 125,670,409 126,314,409

Furniture and Fittings Equipment 9(b) 412,086 412,086

Computers Equipment 9(b) 1,033,345 1,033,345

Plant & Machinery 9(b) 11,364,424 11,364,424

Roads 10(b) 400,453,002 400,453,002

Footpaths 10(b) 40,102,968 40,102,968

Drainage 10(b) 201,129,545 201,129,545

Landfill Infrastructure 10(b) 23,181,498 23,181,498

Parks Equipment 10(b) 37,231,560 37,231,560
 
 

Non-Financial Assets - 30 June 2014 Note Level 1 ($) Level 2 ($) Level 3 ($) Total ($)

Land 7(b) 62,193,000 38,011,600 100,204,600

Buildings 7(b) 414,000 78,240,879 78,654,879

Furniture & Equipment 7(b) 565,327 565,327

Computer Equipment 7(b) 172,121 172,121

Plant & Machinery 7(b) 11,521,646 11,521,646

Roads 8(b) 383,467,722 383,467,722

Footpaths 8(b) 37,930,677 37,930,677

Drainage 8(b) 183,145,479 183,145,479

Refuse Site 8(b) 24,270,890 24,270,890

Parks Equipment 8(b) 36,992,743 36,992,743
 
 

 
 

68

Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



 

33 (a). Transfers Policy 
 

The policy of the City of Cockburn is to recognise transfers into and transfers out of the fair value 
hierarchy levels as at the end of the reporting period. There was a transfer of Level 3 for recurring 
fair value measurements during the year. 

 

33 (b). Highest and Best Use 
 

All assets have been valued at their highest and best use, that being their current use. 
 
 

 
 
33 (c). Valuation techniques used to derive fair values: 

 
The fair values of financial and non-financial assets that are not traded in an active market are 
determined using valuation techniques. These valuation techniques maximise the use of observable data 
where it is available and rely as little as possible on entity specific estimates. If all significant inputs 
required to fair value an asset are observable, the asset is included in level 2. If one or more of the 
significant inputs is not based on observable market data, the asset is included in level 3. This is the case 
for Council specialised buildings assets, which are of a specialist nature and where there is no active 
market for the assets. 

 
The following table summarises the valuation inputs and techniques used to determine the fair value for 
each asset class. 

 
 
Asset 

Level of 
Valuation 

Input 

Fair Value at 
30 June 2015 

($) 

Valuation 
Technique(s) 

 
Inputs Used 

Land 2 99,470,600 Market 
Approach Price per square metre 

 
Buildings 

 
Buildings 

 
2 

 
3 

644,000

125,670,409

 
Market  

Approach 
Cost 

Approach 

Estimates of residual value, useful life, pattern 
of consumption and asset condition and 
relationship to the assessed level of remaining 
service potential of the depreciable amount. 

 
 
Furniture & 
Equipment 

 
 

3 
412,086

 
 

Cost 
Approach 

Estimates of residual value, useful life, 
pattern of consumption and asset condition 
and relationship to the assessed level of 
remaining service potential of the depreciable 
amount 

Computers 
& 
Equipment 

2 

1,033,345

Market 
Approach Make, size, year of manufacture and 

condition 

Plant & 
Machinery 

 

2 11,364,424
Market 

Approach Make, size, year of manufacture and condition

 
 
Roads 

 
 

3 400,453,002

 
 
Cost 

Approach 

Estimates of residual value, useful 
life, pattern of consumption and 
asset condition and relationship to 
the assessed level of remaining 
service potential of the depreciable 
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Footpaths 

 
 

3 40,102,968

 
 
Cost 

Approach 

Estimates of residual value, useful life, 
pattern of consumption and asset condition 
and relationship to the assessed level of 
remaining service potential of the depreciable 
amount 

 
 

Drainage 

 
 

3 201,129,545

 
 
Cost 

Approach 

Estimates of residual value, useful life, 
pattern of consumption and asset condition 
and relationship to the assessed level of 
remaining service potential of the depreciable 
amount 

 
 

Landfill 

 
 

3 23,181,498

 
 
Cost 

Approach 

Estimates of residual value, useful life, 
pattern of consumption and asset condition 
and relationship to the assessed level of 
remaining service potential of the depreciable 
amount 

 
 

Parks Equipment 

 
 

3 37,231,560

 
 
Cost 

Approach 

Estimates of residual value, useful life, 
pattern of consumption and asset condition 
and relationship to the assessed level of 
remaining service potential of the depreciable 
amount 

Total  
940,693,437   

      

 
Recurring Fair Value Measurements 

 
The City’s land, building and landfill infrastructure assets were revalued as at 30 June 2014 by independent 
valuers AssetVal Pty Ltd. These were valued on the basis that the entity intended to retain these assets for a 
continuous use for the purposes of the enterprise and for the foreseeable future. The Valuer had regard to 
assessing the value of the assets in their existing use and ensuring the highest and best use, noting that the 
current use of an asset is presumed to be its highest and best use unless market or other factors suggest a 
different use would maximise its value. 
 
The following methods were used to determine the fair value measurements. 
 
Land  
 
Where there is an active and liquid market as evidenced by sales transactions of similar property types, a 
Market Approach by way of Direct Comparison or Income methods can be utilised, and are accepted 
valuation methodologies under AASB13. If a Market Approach is adopted, the valuation is deemed to be a 
Level 2 input.  
 
Direct Comparison method which is considered a Level 2 input on the Fair Value Hierarchy, involves the 
analysis of sales evidence and comparisons with the subject land taking into account matters such as area, 
location and other general site characteristics. We note the Direct Comparison approach has been utilised in 
our assessment for all Land Assets, however the fair value measurement has been either a Level 2 or 3, 
depending on assumptions as to:  
- Whether the land is subject to restrictions as to use and/or sale;  
- Whether there is no active market.  
 
If these assumptions apply to the land, we have measured the expected Fair Value as a Level 3. However if 
an active market could be established and there were no unreasonable restrictions as to use and/or sale, we 
have deemed the measurement to be a Level 2. Land carrying a Community or Park Recreation zoning, land 
that is utilised for Community uses (and not zoned ‘Community’), access strips, or due to its general 
characteristics land that has no observable active market, have been assessed as a Level 3.  
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The valuation techniques used to measure fair value maximised the use of observable data where it was 
available and relied as little as possible on entity specifics. The disclosure of valuation estimates is designed 
to provide users with an insight into the judgements that have been made in the determination of fair values.  
 
For assets valued under Level 3, the unobservable input is the rate per square metre applied to the asset. 

 
Buildings  
 
Where there is an active and liquid market as evidenced by sales transactions of similar property types, the 
Market Approach by Direct Comparison, Income or Summation methods can be utilised, and is an accepted 
valuation methodology under AASB13. If a Market Approach is adopted, the building valuation is deemed to 
be a Level 2 input.  
 
Direct Comparison and Summation methods involve the analysis of sales evidence and comparisons with the 
subject taking into account matters such as method of construction, size, condition, age, land area and 
location. The land value is subtracted from the Market Value of the property to measure the asset Fair Value. 

 
The Income approach is applied to income producing properties and includes the capitalisation of net income 
method, or for multi-income stream assets, a discounted cash flow approach. The capitalisation method 
involves capitalising the estimated net income of the property at an appropriate capitalisation rate (net yield) 
that has been determined through the analysis of sales evidence.  
 
Due to the predominantly specialised nature of Local Government Assets, most of the buildings valuations 
have been undertaken on a Cost Approach (Depreciated Replacement Cost) valuation, an accepted 
valuation methodology under AASB13. The cost approach is deemed a Level 3 Input. Under this approach, 
the following process has been adopted:  
 
 Where there is no depth of market as determined for the Council assets, the net current value of an asset 

is the gross current value less accumulated depreciation to reflect the consumed or expired service 
potential of the asset. Published/available market data for recent projects, and/or published cost guides 
are utilised to determine the estimated replacement cost (gross value) of the asset, including allowances 
for preliminaries and professional fees. This is considered a Level 2 input.  

 A condition assessment is applied, which is based on factors such as the age of the asset, overall 
condition as noted by the Valuer during inspection, economic and/or functional obsolescence. The 
condition assessment directly translates to the level of depreciation applied. The conditions assessed are 
considered a Level 3 input.  

 In determining the level of accumulated depreciation, in some instances residual values have been 
factored into the calculations, which is the value at the time the asset is considered to be no longer 
available. The residual values applied are considered a Level 3 input.  

 
While the replacement cost of the assets could be supported by market supplied evidence (level 2), the other 
unobservable inputs (such as estimates of residual value, useful life, and asset condition) were also required 
(level 3). 

 
Landfill Infrastructure 
 
Where there is an active and liquid market as evidenced by sales transactions of similar property types, the 
Market Approach by Direct Comparison, Income or Summation methods can be utilised, and is an accepted 
valuation methodology under AASB13. If a Market Approach is adopted, the asset valuation is deemed to be 
a Level 2 input.  
The Fair Value should represent the highest and best use of the asset, i.e. the use of the asset that is 
physically possible, legally permissible, financially feasible, and which results in the highest value. 
Opportunities that are not available to the agency or entity are not considered. In this case we have assumed 
the current use is the highest and best use due to the specialist nature of the assets.  
Due to the predominantly specialised nature of Local Government Assets, the landfill valuations have been 
undertaken on a Cost Approach (Depreciated Replacement Cost), an accepted valuation methodology under 
AASB13. The cost approach is deemed a Level 3 Input. Under this approach, the following process has been 
adopted:  
 
 Where there is no depth of market as determined for the Council assets, the net current value of an 

asset is the gross current value less accumulated depreciation to reflect the consumed or expired service 
potential of the asset. Published/available market data for recent projects, and/or published cost guides 
are utilised to determine the estimated replacement cost (gross value) of the asset, including allowances 
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for preliminaries and professional fees. This is considered a Level 2 input.  

 A condition assessment is applied, which is based on factors such as the age of the asset, overall 
condition, economic and/or functional obsolescence. The condition assessment directly translates to the 
level of depreciation applied. The conditions assessed are considered a Level 3 input.  

 In determining the level of accumulated depreciation for major assets, we have disaggregated into 
significant components which exhibit different patterns of consumption (useful lives). Residual value is 
also factored which is the value at the time the asset is considered to be no longer available. The 
condition assessment is applied on a component basis.  

 While the replacement cost of the assets could be supported by market supplied evidence (level 2), the 
other unobservable inputs (such as estimates of residual value, useful life, and asset condition) were 
also required (level 3).  

 
The valuation techniques used in the determination of fair values maximise the use of observable data where 
it is available and relies as little as possible on entity specifics. 
 
The landfill infrastructure assets were segregated into Storage, Monitoring, Water Supply, Fixed Plant, Plant 
& Equipment and Site works; Water supply and Site works assets were further componentized. Unit rates 
and lump sums were applied based on similar recent project costs, unit rate databases, indices, Rawlinson’s 
Construction Handbook and quotations, these rates were reviewed by council staff. Raw Costs were 
increased up to 27% depending on project complexity to allow for project overheads including survey, 
environmental and investigation costs, engineering design, planning and project management. 
 
A site inspection was carried out as part of the valuation process. However none of the sub-surface assets 
were inspected due to their inaccessible nature. 
 

Plant & Machinery, Computer Equipment and Furniture & Equipment 
 

These classes of assets were revalued in June 2013 through a management review in order to comply with 
the mandatory requirements of Reg. 17A of the Local Government (Financial Management) Regulations. The 
additions since that time are shown at cost and given their level of currency, it is deemed the written down 
values approximate fair values.  
 
Most plant and equipment assets are generally valued using the market and cost approach using 
comparable sales and relevant industry market price reference guides, and have been classified as being 
valued at Level 2 of the fair value hierarchy. The most significant inputs into this valuation approach are the 
make, size, year of manufacture and condition. 
 
Level 3 valuation inputs were used to determine the fair value of the City’s furniture and equipment. The 
valuation methodology was determined having regard to the lack of a market and sales evidence, and the 
level of specialisation of the assets.   

 
Infrastructure Assets (Roads, Footpaths, Drainage, Parks) 

 
In accordance with AASB13 and legislative requirements, the City carried out internal management 
revaluations of its Roads, Footpaths, Drainage, Parks/Environment, Signs, and Lighting & Fences 
infrastructure assets as at 30 June 2014. These valuations were completed using the Cost Approach 
(Depreciated Replacement Cost), an accepted valuation methodology under AASB13. The cost approach is 
deemed a Level 3 Input. 

 
The valuations were coordinated, developed and prepared in-house and formed by establishing unit rates for  
infrastructure replacement that consider labour, overhead costs and materials.  
 
The unit rates are agreed by reviewing multiple sources as outlined below: 
 
 

 Current contract rates from the City of Cockburn’s contract management system. 
 Rawlinsons Australian Construction Handbook 2014. 
 Internal knowledge from key operational stakeholders. 
 Current charge out rates for internal labour activities.  

 
The Condition profile of the City’s infrastructure assets is measured using a 1 to 5 rating. This rating affects 
the remaining life of the asset and has been considered in preparing the valuations. 
 

72

Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



 

Road surface and footpath data is considered to have an accuracy level of 95% and all roads and footpaths 
have been segmented from intersection to intersection. The data recorded against each section includes 
surface area, surface type, date of construction and condition. The City undertook a full road surface and 
footpath condition assessment audit with Cardno in 2009 and in late 2011 the then higher risk road surfaces 
(condition 4 & 5) were inspected internally. 

 
Data is held for all storm water drainage assets including pits, pipes and sumps, and the pit type, pipe 
material and length and sump size and material. Where the construction year is unknown, this was assumed 
to be the same year as the road construction date. The data held for the storm water infrastructure is 
considered to have 85% accuracy. To improve this accuracy level and to validate the City’s database an 
audit of the City’s pits and pipes storm water assets was commissioned in 2013 and should be completed 
within two years. A condition assessment audit of the entire sump fencing was undertaken in 2012 by the 
Asset Services team, which also clarified any uncertainty of the material types. Sump fencing was included in 
the revaluation of Fences. 
 
Parks & Environment Hard infrastructure data is currently considered to have an accuracy level of 95% and 
Signs, lighting & fences infrastructure data is currently considered to have an accuracy level of 90% and is 
held in the operational asset register. A full data pick up of all park and environment assets was undertaken 
in August 2012 (parks) and March 2013 (environment) by Opus. All assets were condition rated and 
documented on an individual asset basis (e.g. a single park bench) and each has been given a unique asset 
number. This data is recorded in the operational asset register.  
 
The rates used for the Parks data were obtained from several sources. For previous years valuations an 
Excel spread sheet showing all park assets and current replacement costs has been used. These rates plus 
a CPI increase were transferred to the new data. Where assets with an unknown cost occurred the 
Rawlinson’s 2014 Australian Construction Handbook was referred to for current industry rates. When newly 
constructed assets were considered the actual construction rates were used. 
 

33 (d).  Fair Value Sensitivity to Unobservable Inputs 
 

The following table provides a summary of the unobservable inputs and assessment of the sensitivity 
of these to the fair value measurement. 

 
Table 1: Fair Value Sensitivity to Unobservable Inputs 

 
 
 
Asset 

 
 
Unobservable Inputs 

Sensitivity to 
Unobservable 
market Inputs 

Amount of 
Potential Impact 

Lower % Upper % Lower $ Upper $
 

Specialised Buildings 
(Cost Approach) 
$126,256,409 

Relationship between asset 
consumption rating scale and the 
level of consumed service 
potential 

 

(5.00)

 

5.00 (6,312,820) 6,312,820

Furniture & Equipment 
(Cost Approach) 
$412,086 

Relationship between asset 
consumption rating scale and the 
level of consumed service 
potential 

 

(5.00)

 

5.00 (20,604) 20,604

Computers & Equipment 
(Cost Approach) 

$1,033,345 
$1 003 345

Relationship between asset 
consumption rating scale and the 
level of consumed service 
potential 

 

(5.00)

 

5.00 (51,667) 51,667

Roads 
(Cost Approach) 
$400,453,002 

Relationship between asset 
consumption rating scale and the 
level of consumed service 
potential 

 

(10.00)

 

10.00 (40,045,300) 40,045,300

Footpaths 
(Cost Approach) 
$40,102,968 

Relationship between asset 
consumption rating scale and the 
level of consumed service 
potential 

 

(10.00)

 

10.00 (4,010,297) 4,010,297

Drainage 
(Cost Approach) 
$201,129,545 

Relationship between asset 
consumption rating scale and the 
level of consumed service 
potential 

 

(10.00)

 

10.00 (20,112,954) 20,112,954
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Landfill Infrastructure 
(Cost Approach) 
$23,181,498 

Relationship between asset 
consumption rating scale and the 
level of consumed service 
potential 

 

(10.00)

 

10.00 (2,318,150) 2,318,150

Parks Equipment 
(Cost Approach) 
$37,231,560 

Relationship between asset 
consumption rating scale and the 
level of consumed service 
potential 

 

(10.00)

 

10.00 (3,723,156) 3,723,156

 
33 (e) Disclosed Fair Value Measurements 

 
The following assets and liabilities are not measured at fair value in the statement of financial position, but 
their fair values are discloses in the notes: 

 
- Borrowings 
The following table provides the level of fair value hierarchy within which the disclosed fair value 
measurements are categorised in their entirety and a description of the valuation technique(s) and 
inputs used: 

 
Description Note Fair Value 

Hierarchy 
Level 

Valuation 
Technique(s) 

Inputs Used 

Liabilities  
Borrowings 18 2 Income 

approach using 
discounted 
cash flow 
methodology 

Current commercial 
borrowing rates for 
similar instruments 

 
There has been no change in the valuation technique(s) used to calculate the fair values disclosed in the 
notes to the financial statements. 
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34.   Opening & Closing Funds used in the Rate Setting Statement

2015 2015 2014
(30 June 2015

Carried 
Forward)

(1 July 2013 
Brought 
Forward)

(30 June 2013 
Carried 

Forward)
$ $ $

Surplus/(Deficit) - Rate Setting Statement 13,676,287 11,247,256 11,247,256

Comprises:
Cash and Cash Equivalents 129,018,060 95,137,816 95,137,816
Investments Held to Maturity 3,188,350 3,188,350
Trade & Other Receivables 5,470,423 6,756,884 6,756,884
Other Assets 621,686
Inventories 18,634 44,202 44,202

135,128,804 105,127,251 105,127,251

Less:
Trade & Other Payables (8,063,526) (9,104,043) (9,104,043)
Provisions (4,618,800) (4,520,762) (4,520,762)

(12,682,327) (13,624,805) (13,624,805)

Net Current Assets 122,446,477 91,502,446 91,502,446

Less:
Restricted Financial Assets - Reserve Funds (101,503,929) (75,389,461) (75,389,461)
Land Held for Re-sale
Restricted Financial Assets - Deposits & Bonds (6,203,155) (2,548,543) (2,548,543)
Committed Financial Assets (unspent grants & 
contributions) (5,569,838) (6,281,369) (6,281,369)

(113,276,921) (84,219,373) (84,219,373)

Add:
Restricted Financial Assets held in Non Current 
Investments 4,506,731 3,964,183 3,964,183

Surplus/(Deficit) 13,676,287 11,247,256 11,247,256

Difference:

There was no difference between the Surplus/(Deficit) 1 July 2014 Brought Forward position used in
the 2015 audited financial report and the Surplus/(Deficit) Carried Forward position as disclosed in
the 2014 audited financial report.

35.   Events after the Reporting Date
There have been no significant events after the reporting period that are required to be included in the 2014/15 
Annual Financial Report.
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11 November 2015 

 

 

Dear Stephen 

Re: 2015/16 Rates Setting Internal Audit: Phase Two (2016/17 considerations) 

We have completed the second component of the 2015/16 Rates Setting Internal Audit (comprising scope 

item 7) and are pleased to submit our report to you. 

If you have any questions or wish to discuss anything raised in the report, please contact Andrew Baldwin 

on 9365 7236 or me on 9365 7024. 

Yours sincerely 

 

Richard Thomas 

Partner 

Deloitte Touche Tohmatsu 
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Inherent Limitations 

The Services provided are advisory in nature and have not been conducted in accordance with the standards issued by the 

Australian Auditing and Assurance Standards Board and consequently no opinions or conclusions under these standards are 

expressed.  

Because of the inherent limitations of any internal control structure, it is possible that errors or irregularities may occur and not 

be detected. The matters raised in this report are only those which came to our attention during the course of performing our 

procedures and are not necessarily a comprehensive statement of all the weaknesses that exist or improvements that might 

be made. Our work is performed on a sample basis; we cannot, in practice, examine every activity and procedure, nor can we 

be a substitute for management’s responsibility to maintain adequate controls over all levels of operations and their 

responsibility to prevent and detect irregularities, including fraud. 

Any projection of the evaluation of the control procedures to future periods is subject to the risk that the systems may become 

inadequate because of changes in conditions, or that the degree of compliance with them may deteriorate. Recommendations 

and suggestions for improvement should be assessed by management for their full commercial impact before they are 

implemented. 

We believe that the statements made in this report are accurate, but no warranty of completeness, accuracy, or reliability is 

given in relation to the statements and representations made by, and the information and documentation provided by City of 

Cockburn personnel. We have not attempted to verify these sources independently unless otherwise noted within the report. 

Limitation of Use 

This report is intended solely for the information and internal use of the City of Cockburn in accordance with our terms of 

reference accepted on 27 August 2015, and is not intended to be and should not be used by any other person or entity. No 

other person or entity is entitled to rely, in any manner, or for any purpose, on this report. We do not accept or assume 

responsibility to anyone other than the City of Cockburn for our work, for this report, or for any reliance which may be placed 

on this report by any party other than the City of Cockburn. 

About Deloitte 

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee, and its 

network of member firms, each of which is a legally separate and independent entity. Please see www.deloitte.com/au/about 

for a detailed description of the legal structure of Deloitte Touche Tohmatsu Limited and its member firms. 

© 2015 Deloitte Touche Tohmatsu. All rights reserved. 

Liability limited by a scheme approved under Professional Standards Legislation.  

Member of Deloitte Touche Tohmatsu Limited. 
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1. Executive summary 

Introduction, purpose and scope 

This report addresses the second phase of the assessment of the City of Cockburn’s (the City) rate 

setting process for the 2015/16 budget with a focus on the implementation of the strategy to incorporate 
compulsory waste service (waste) and CoSafe security (CoSafe) charges into the general rate in the 

dollar for residential improved properties (the incorporation rate setting strategy). 

The report addresses the following matters to be considered by the City in developing its future rates 

setting process:  

 Modelling and impact analysis within the 2016/17 rates setting process 

 Scenario 1: Continued incorporation strategy, either with or without a concession 

 Scenario 2: Separate waste and CoSafe charges i.e. the reversal of incorporation. 

Further detail on the purpose and scope of this assessment is provided at Section 2 of this report below. 

Decision on rating approach 

We recommend that the City make a decision as soon as possible on which approach (scenario 1 or 2) 
will be applied to its 2016/17 rates setting process. In making this decision, the City should consider the: 

 Advantages and disadvantages of each approach as described in this report 

 Longer term benefits of a consistent rates setting approach. 

Scenario 1: Continued incorporation strategy 

The incorporation strategy means the entire rates charge (including waste and CoSafe) for residential 
improved properties is based on applying a single rate in the dollar (RID) charge to the Gross Rental 

Value (GRV) amount for each property. The primary motivation for adopting the incorporation strategy 

was to allow pensioners to claim the state rebate on their entire rates charge. The main complexity in the 
continued incorporation strategy lies in the City’s application of a concession, which will enable the 

City to cap rates increases in a more equitable manner.  

The impacts of not applying a concession include: 

 The modelling process would be simplified 

 A group of ratepayers with higher than average GRV properties will be disadvantaged in a similar 

way to (but not to the same extent as) ratepayers who were initially disadvantaged in the 

incorporated 2015/16 rates charges, prior to the provision of a concession 

 The City may face reputational risk and would need to clearly communicate with disadvantaged 

ratepayers. 

The impacts of continuing to apply a concession include: 

 The modelling process will be complex 

 The actual percentage increase in rates will not be the same for all ratepayers, effectively 

requiring a maximum increase to be determined, as well as the average increase required to 

generate the required total rates revenue 

 If the City continues to increase total rates revenue, over time the number of properties eligible 

for a concession and the size of the concession are expected to decrease  

 Owing to the complexity in balancing the RID required to generate total rates revenue, the level 

of concessions and the ultimate percentage rates increase, approximately 12,000 ratepayers may 

receive slightly higher rates charges than if a concession is not provided. 
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Extending incorporated charges to non-residential improved properties 

For non-residential improved properties, the CoSafe charge is currently incorporated into the rates 

charge but the waste charge is fixed. As with the residential improved properties, the non-residential 
improved properties with higher GRVs are most impacted by a full incorporation approach. Without a 

concession, the resulting impact on non-residential improved properties with the highest GRV would be 

substantial (the GRV for these properties ranges from $3k to $17M). 

Scenario 2: Separate waste and CoSafe charges i.e. reversal 

of incorporation 

The key impacts of the potential choice by the City to separate waste and/or CoSafe charges for 

residential improved properties are: 

 Those rate payers who had a relative advantage (some of whom received a decrease) in 2015/16 

are likely to be relatively disadvantaged 

 Pensioners could no longer claim a rebate on the waste and CoSafe charges  

 Properties with higher GRV values are likely to receive rates increases similar to the advertised 

increases since 2014/15 (i.e. no relative advantage or disadvantage). 

Internal audit point of view 

 The principal advantages of incorporation are the: 

 Benefit to pensioners (for residential improved properties) 

 Treatment of waste as a service no different from others and 

 Simplified rates structure 

 In the City’s current circumstances, the advantages of incorporation for residential improved 

properties appear to outweigh the disadvantages 

 If the City is to be consistent with its strategy for the 2015/16 year, it should continue to apply a 

concession to ensure that ratepayers of properties with a higher GRV do not feel the full impact of 

the incorporation strategy  

 The mechanisms available to the City for assisting to cover the cost of concessions include: 

 Setting a higher maximum percentage rates increase than the average increase 

 Raising the minimum rate by a higher percentage than the general rate increase (whilst 

remaining within legal parameters) 

 The City should undertake detailed modelling and impact analyses (refer to section 2.6 of this 

report for further detail) on its proposed rates charges to: 

 Identify properties that will be comparatively advantaged or disadvantaged by the 

incorporation approach 

 Determine the basis for concessions 

 Ensure that the resulting rates charges are aligned with the City’s advertised position, as 

outlined in the Objects and Reasons statement 

 The modelling and impact analyses should be subject to independent review prior to presentation 

to Council. 
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2. Detailed results 

2.1 Introduction 

In August 2015, Deloitte was assigned to undertake an assessment of the City of Cockburn’s (the City) 
rate setting process for the 2015/16 budget with a focus on the implementation of the strategy to 

incorporate compulsory waste service (waste) and CoSafe security (CoSafe) charges into the general 

rate in the dollar for residential improved properties (the incorporation rate setting strategy). A two-
phased approach was applied to this assessment, being: 

 Phase One: Addressing scope items 1 to 6 - completed with the provision of a report dated 9 

September 2015 

 Phase Two: Addressing scope item 7 (issues to be considered by Council for the 2016/17 

budget) - the focus of this report. 

2.2 Purpose and scope 

The internal audit assessed and considered: 

Phase One: Addressed in our 9 September 2015 report 

1. The City’s rate modelling undertaken for the 2015/16 budget in order to determine the overall 

revenue requirements from rates, given: 

 The incorporation of compulsory waste service and CoSafe security charges into the general rate 

in the dollar (RID) for residential improved properties 

 The intention to impose an average increase of 3.5% on non-minimum rated residential improved 

properties and up to 5.66% on minimum rated properties.  

2. Whether and to what extent those improved residential properties with multiple grouped dwellings 

and compulsory waste services have been cross subsidised by those properties with single waste 

services. 

3. The distribution of net benefit from the ‘incorporation’ rate setting strategy across all residential 

improved properties (including to pensioners). 

4. The capability of the City to model various rating strategies to ensure legislative compliance and to 

properly inform decision making. 

5. The adequacy of the rating model used for the 2014/15 budget in supporting Council’s rating 
strategy and delivering the adopted average rate increase. 

6. The basis and equity of the rates concession model being proposed to compensate above average 
Gross Rental Value (GRV) improved residential properties in 2015/16. 

Phase Two: Addressed in this report 

7.  The rating issues that need to be considered by Council for the 2016/17 budget, given the 

‘incorporation’ strategy implemented in 2015/16. The following issues were specifically 
considered: 

If Council continues with incorporated waste & CoSafe charges in the RID for residential 
improved properties: 

 The basis of concessions, if any, to be built into the rates setting process 

 Calculation of a comparable RID to fund any concession (considering the 2015/16 concession 

drew on the funds available from the known overcharge of rates revenue) 
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 The impact on pensioners from the potential change in the State Government rebate scheme 

(potential rebate cap) 

 The impact on other rates setting decisions (e.g. minimum rates) 

 Issues to consider if extending incorporated charges to non-residential improved properties 

 Modelling requirements to inform Council deliberations 

 Appropriateness of the methodology to be used to determine total rates revenue requirement 
each year (i.e. accurate year on year comparisons with proposed uplift).  

If Council reverts to having separately levied waste & CoSafe charges for residential improved 
properties (no concession requirement): 

 The impact on ratepayers who received a comparative advantage from incorporation (compared 
to 2014/15 rates), those that received a concession in 2015/16 and pensioners 

 The impact on other rates setting decisions (e.g. minimum rates) 

 Modelling requirements to inform Council deliberations 

 Appropriateness of the methodology to be used to determine total rates revenue requirement 

each year (i.e. accurate year on year comparisons with proposed uplift). 

Our Services provided are advisory in nature and were not conducted in accordance with the standards 

issued by the Australian Auditing and Assurance Standards Board and consequently no opinions or 
conclusions under these standards are or will be expressed. 

2.3 Approach 

The following approach was applied to this assignment. We: 

 Understood the objectives of the incorporation rate setting strategy applied in the 2015/16 budget 

and the concession applied (this work was carried out in Phase One) 

 Through discussion with the Director Governance & Community Services, Director Finance & 

Corporate Services and Manager Financial Services, understood the options available to the City 

for each of the two scenarios described at scope item 7 above, relating to the 2016/17 rate setting 
process 

 Considered the complexities associated with those options  

 Considered the impact on the City’s 2016/17 Objects and Reasons statement 

 Presented a draft report to management, outlining our observations and point of view  

 Held a meeting with the Director Governance & Community Services, Director Finance & 

Corporate Services and Manager Financial Services to discuss the results of our work 

 Obtained management input and comment 

 Presented a final report for presentation to Elected Members for consideration.  

2.4 Background 

 The City’s 2015/16 rates setting process for residential improved properties involved the 

calculation of the RID required to yield sufficient funds to recover all costs associated with 

servicing those properties. For the first time, compulsory waste service and CoSafe security 
charges were included in the overall calculation of those costs 

 The incorporation rates setting strategy was designed to bring the fixed waste and CoSafe charges 

in line with the treatment of other service costs, effectively providing for residential improved 
properties with higher GRVs to pay a higher proportion of the rates required to recover those 
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costs compared with properties with lower GRVs. One of the City’s objectives in taking this 

approach was to enable pensioners to be eligible for a rebate on the entire rates charge, whereas 
without the incorporation, pensioners could not claim a rebate for the fixed waste and CoSafe 

components of the rates charge 

 In isolation, the incorporation rates setting strategy resulted in groups of ratepayers being 

relatively advantaged and disadvantaged by the change. At the time of setting 2015/16 rates, 

modelling of the individual impact on ratepayers was not performed to determine whether the 

adopted budget and rates aligned with the City’s Objects and Reasons Statement, or to understand 
the impact on individual rate payers 

 An unrelated error was made in overstating the calculation of waste charges to be recovered 

through residential improved properties, resulting in an ~$1.333M overcharge to ratepayers of 
residential improved properties, compared to the total charge that matches the 2015/16 Objects 

and Reasons statement. The City has returned that ~$1.333M overcharge to the most adversely 

impacted ratepayers through a concession (i.e. a refund) for the 2015/16 rates year  

 The concession was given only to residential improved properties requiring one waste service and 

where the concession met eligibility ($25) and materiality ($5) thresholds applied by the City. 

The ultimate disadvantage to properties requiring one waste service was therefore between $1 and 
$29 per property, being the sum of the eligibility and materiality thresholds. 

2.5 Results 

This section of our report: 

 Outlines our understanding of the purpose of modelling the impact of rates movements within the 

rates setting process  

 Details the options available to the City for the 2016/17 year, the complexities of each option and 

the associated steps in modelling the rates and carrying out an impact analysis. 

A. The City’s approach to and modelling of the 2016/17 rates setting process 

Observations 

For the 2016/17 budget, the City proposes to provide three budget briefings to Elected Members, 
namely: 

1. A Capital Expenditure briefing: To address the City’s proposed capital improvements to be 
delivered in the upcoming budget year, and their associated costs 

2. An Operational Expenditure briefing: To address the expected operational costs of providing 
Council services in the upcoming budget year 

3. A Rates Setting briefing: This briefing is proposed to be provided to Elected Members for the first 
time, to address the basis and process for ensuring the rates revenue to be collected for the 

upcoming budget year will cover the expected capital and operational expenditure, and are fair to 

ratepayers.  
 

In preparation for the Rates Setting briefing, the City proposes to model the impact of proposed rates 
movements, including options for applying the following levers for residential improved properties: 

(a) Adjusting the RID 

(b) Adjusting minimum rates 

(c) Setting a maximum percentage rate increase as well as an average percentage increase 

(d) The extent of concessions to be provided (in the event of the incorporation approach 

continuing), including any materiality thresholds. 
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The key decision to be made prior to beginning the modelling process is whether the waste and CoSafe 

charges should be incorporated in the 2016/17 rates. The detailed modelling and impact analysis can 
then be based on the chosen approach. 

The City plans to subject the detailed modelling and impact analysis to independent review.  

Internal Audit point of view 

 There are two main benefits to scheduling a Rates Setting briefing after the Capital Expenditure 

and Operational Expenditure briefings, namely: 

 A greater understanding of costs, and therefore the revenue required to meet those costs, will 
lead to a more accurate modelling outcome 

 The later the Rates Setting briefing is held, the more new properties will be included in the 
modelling process  

 The City may consider formalising its process of reviewing the rates revenue assessment process, 

considering it was challenged during the 2015/16 rate setting process 

 Council should be provided detailed modelled outcomes, with examples for various property 

types (including those that Elected Members can personally relate to, such as properties with 
GRVs similar to their own properties) in order to understand the modelling process and impact on 

ratepayers 

 The modelling process and impact analysis should be subject to independent review 

 The main decision to be made by Council is which method (no incorporation, incorporation with 

a concession, incorporation without a concession) to use for the coming year. It is reasonable to 

make this decision before commencing the rate modelling process, which is likely to be resource 
intensive  

 Any further decision to continue the concession beyond the 2016/17 year should be made ahead 

of commencing the modelling for that year. 

B. Scenario 1: Continued incorporation strategy 

Observations 

The incorporation strategy means the entire rates charge for residential improved properties is based on 

applying a single RID charge to the GRV amount for each property. The main complexity in the 

continued incorporation strategy lies in the City’s application of a concession.  

The impacts of not applying a concession include: 

 The modelling process would be simple (as with previous years, once the budget is set the 

modelling process would determine an appropriate RID) 

 There will be some disadvantaged ratepayers, namely those who last year received an increase 

and later a concession. An impact analysis would identify the properties impacted and extent of 

the impact 

 The City would face reputational risk if the reasoning behind this approach was not clearly 

detailed in the Objects and Reasons statement. The City would also need to clearly communicate 

with disadvantaged ratepayers. 

Continuing to apply a concession introduces complexities into the modelling process. Overall, the 

process of applying a concession involves the following steps, also depicted in the following graph: 

A. Determining an appropriate RID to generate the total rates revenue required 

B. Identifying properties which have rates increases more than the advertised maximum percentage 
increase 

C. Calculating the total concession to be provided to those properties identified at B (i.e. B = C) 
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D. Determining an appropriate RID to generate the total required rates revenue allowing for the 

concession (A + C) 

E. Reconciling the net rates revenue with total rates revenue required as calculated at A (i.e. A = E). 

 

Complexities associated with this scenario are: 

 Determining the extent of rates increase above the advertised/promised level (on either a 

percentage or dollar value basis): 

 A larger advertised percentage (or dollar value) increase would reduce the number of 

properties eligible for a concession and the amount of the concession 

 If the City continues to increase total rates revenue, over time the number of properties eligible 

for a concession and the size of the concession are expected to decrease  

 In years with a GRV revaluation, this process will be even more complex as the impact of the 

GRV increase will also need to be factored into the modelling and impact analysis  

 Determining an appropriate RID to generate the required total rates revenue, including the 

amount be provided as a concession: 

 Once the total concession amount is known, the RID will need to be further increased to 
enable the additional amount (equal to the total concession) to be collected  

 A circular calculation is created where the higher RID will result in additional properties 
having higher rates increases and therefore, ‘eligible’ for a concession. In this scenario, also 

granting a concession to those properties will result in the total rates collected being lower 

than the total rates revenue required. The alternative is to set the maximum percentage rate 
increase at the amount which accommodates those properties 

 Adjusting the minimum rate: 

 The minimum rate enables the City to ensure that each property makes a reasonable 

contribution to the rates pool (e.g. some GRVs are very low but the City still provides these 

properties with essential services) 

 Increasing the minimum rate will result in a larger amount of revenue (which would partly 
offset a concession if the increase was more than the average increase) 

 Leaving the minimum rate unchanged would result in relative advantage to those minimum 
rated properties as other properties will see an increase in the rates 

 The minimum rate needs to meet legal requirements so there is a cap on how much additional 
revenue can be generated by lifting the minimum rate.  

A E 

B 

1 2 3 4

Rates revenue collected on residential improved properties 

Total rates 

revenue 

Total 

concession 

Additional rates collected 

to cover concessions 

Total (net) rates 

revenue 

C 
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The following chart shows two of the possibilities for the 2016/17 rates setting approach, being rates 

without a concession (green line) and net rates after applying a concession (blue line). 

 

The implications of the concession (blue line) are: 

 Many ratepayers (the approximately 12,000 properties with GRVs of $18k to $22k, where the 

green line is below the blue line) will receive slightly higher rates charges than had a concession 

not been provided  

 As the GRV increases the concession also increases (the difference between the green and blue 

lines). 

Note the above graph is indicative and that the final rates charges will be impacted by the exact 

minimum rate, RID value and any eligibility for a concession. 

Risks associated with offering a concession include: 

 A concession may be perceived as a cross-subsidy from those with a lower GRV to those with a 

higher GRV rated property 

 Increasing the number of minimum rated properties and/or the amount charged to these properties 

(over and above the average increase) means this group will also potentially see their contribution 

as a cross-subsidy from those with a lower GRV to those with a higher GRV rated property 

 The City desires to keep residents well-informed. This modelling approach is complex and, if not 

adequately explained, may be misinterpreted by residents. 

The primary motivation for adopting the incorporation strategy was to allow pensioners to claim the 

state rebate on their entire rates charge. The State government has signalled that it may cap the rebate, 
impacting some pensioners. If this cap is implemented, the City should first inform itself of the impact 

on its ratepayers before finalising its 2016/17 rates. 
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Internal Audit point of view 

 In the City’s current circumstances, the advantages of incorporation (the benefit to pensioners, the 

treatment of waste as a service no different from others and the simplified rates structure) appear 

to outweigh the disadvantages 

 The concession ensures that ratepayers of properties with a higher GRV do not feel the full 

impact of the move to incorporation and should be continued for the 2016/17 year if the City is to 

be consistent with its strategy for the 2015/16 year 

 To assist in covering the cost of the concession, the minimum rate should be raised by at least the 

same percentage as, and preferably slightly more than, the general rate increase, whilst remaining 

within legal parameters) 

 The concession should be based on capping the percentage rate increase at a level the City feels 

confident will be tolerated by residents (and ideally higher than the average increase) 

 The City should be mindful of the need to communicate clearly the complexities of its decisions 

and impacts on ratepayers in its annual Objects and Reasons statement. 

Extending incorporated charges to non-residential improved properties 

The other properties that are subject to waste and CoSafe charges are non-residential improved 
properties. Currently the CoSafe charge is incorporated but the waste charges are fixed. The GRV for 

these properties has a much greater range than residential improved properties ($3k to $17M compared 

to $10k to $600k).  

The following graph provides a comparison of the rates charge through an incorporated RID approach, 

against the fixed charge, for properties with GRVs up to $500k. 

  

The main advantage of incorporation for the non-residential improved properties would be to simplify 

the rates structure, which in the long term would make setting rates an easier process.  

However, incorporation would result in the higher GRV properties cross-subsidising the lower GRV 

properties, as is currently the case for all other services. As with the residential improved properties, the 
properties with higher GRVs are most impacted by incorporation and the impact on properties with the 

highest GRV is substantial. Note that the graph above shows a difference (comparative disadvantage) of 
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approximately $2k for a property with a GRV of $500k – the comparative disadvantage continues to 

rise as the GRV increases. 

Internal Audit point of view 

 The City should: 

 Model the impacts of incorporated waste charge for the full range of GRV properties 

 Not make the decision to incorporate waste charges for non-residential properties without 

considering how to soften the impact on the properties with higher GRVs. 

C. Scenario 2: Separate waste and CoSafe charges i.e. reversal of 

incorporation 

Observations 

If the City chooses to separate the waste and/or CoSafe charges for residential improved properties then 

the modelling process would have two components: 

 Determine the total revenue and the relevant RID 

 Determine the fixed price charges for waste and/or CoSafe (these may be lower than previous 

fixed charges as costs may have declined). 

The groups likely to be impacted by this decision are: 

 Those rate payers who had a relative advantage in 2015/16 (in particular those who received a 

decrease in rates from 2014/15 to 2015/16) are likely to be relatively disadvantaged (comparing 

2016/17 rates to 2015/16 rates) if incorporation is reversed 

 Pensioners who can no longer claim a rebate on the waste and CoSafe charges (as noted above, 

the final overall impact will also depend on the State government’s policy) 

 Minimum rated properties, depending on the decisions made (see earlier in this report), for 

example if decisions result in a change in the number of minimum rated properties and/or the 

increase (or decrease) on the rate for the previous year 

 Properties with higher GRV values, which are likely to receive rates increases similar to the 

advertised increases since 2014/15. 

There is unlikely to be any need for a concession if there is no incorporation, however an impact 
analysis will still be required to highlight any groups which may be adversely affected by the reversal. 

Some of the risks associated with fixed waste and CoSafe charges include: 

 Pensioners will be disadvantaged and to a greater extent if the State government rebate policy 

remains unchanged 

 These services will continue to be treated differently from the wide range of other services 

offered by the City. 

Internal Audit point of view 

 If the City chooses not to incorporate waste charges it should consider incorporating CoSafe 

security charges for consistency with non-residential improved properties. 

  

Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983



Detailed results 

City of Cockburn: 2015/16 Rates Setting internal audit: Phase Two  11 

2.6 Modelling and impact analysis 

Internal Audit point of view 

When presenting the proposed rating methodology to Elected Members, the City should consider 
providing the following information: 

 The framework used for setting the rates (no incorporation, incorporation without a concession or 

incorporation with a concession) and the reasons why this framework was adopted 

 Details about the amount of revenue to be raised and the average increase in rates  

 Key modelling inputs including: 

 RID (before and after concession if applicable) 

 Number of properties (minimum and non-minimum) 

 Summary information on the number of properties and average rate increases by GRV, suburb 

etc. showing the total and average rates revenue collected for each group  

 Summary information on the number of properties and average rate increases for pensioners 

 If applicable, profiling rates before and after the concession, by GRV amount 

 If applicable, details of the concession to be provided (the eligibility criteria, the number of 

properties receiving a concession, the total and average amount of the concession and how the 
concession is recovered through the rates setting process) 

 The impact analysis (refer below for further detail). 

Council would then be in a position to make informed decisions on rates charges and any provision of 

concessions. 

The impact analysis should then compare actuals-to-actuals (proposed rates charge compared to prior 

year’s rates charge), noting that this comparison is the primary concern of ratepayers. For the 2015/16 

rates, the actual charge to the ratepayer was the original rates charge less the concession. Given many 
ratepayers experienced a significant change to their rates in 2015/16, it is reasonable to compare 

proposed 2016/17 rates to each of the previous two years (2014/15 and 2015/16). 

The aim of an impact analysis is to identify properties that will be comparatively advantaged or 

disadvantaged by the proposed rates approach. Some of the key components of an impact analysis are: 

 Checking that the proposed impact is aligned with the City’s Objects and Reasons statement 

 Comparing dollar value and percentage changes from the prior year’s rates charges – per property 

and category/grouping of properties 

 Investigating those properties with relatively significant advantage/disadvantage in order to gain 

an understanding of which groups have been impacted 

 Identifying and examining sub-populations that are known to be sensitive to change (including 

pensioners, minimum-rated properties, and properties with a very high GRV). 

The City should also consider other potential issues such as: 

 Whether new residential improved properties (i.e. those without a comparative rates charge) 

should receive a concession 

 Any anomalies resulting from unexpected changes in circumstances such as growth in property 

numbers (which impacts total rates revenue).  

 

Version: 1, Version Date: 12/11/2015
Document Set ID: 4454983


	ASFC - 19 Nov 2015 - Agenda Final
	1. DECLARATION OF MEETING
	2. APPOINTMENT OF PRESIDING MEMBER (If required)
	3. ACKNOWLEDGEMENT OF RECEIPT OF WRITTEN DECLARATION
	4. APOLOGIES & LEAVE OF ABSENCE
	5. PUBLIC QUESTION TIME
	6. DEPUTATIONS & PETITIONS
	7. CONFIRMATION OF MINUTES
	7.1 (ASFC 19/11/2015) - MINUTES OF THE AUDIT AND STRATEGIC FINANCE COMMITTEE MEETING - 16 JULY 2015
	8. BUSINESS LEFT OVER FROM THE PREVIOUS MEETING (IF ADJOURNED)
	9. DECLARATION OF COUNCILLORS WHO HAVE NOT GIVEN DUE CONSIDERATION TO MATTERS IN THE BUSINESS PAPER
	10. COUNCIL MATTERS
	10.1 (ASFC 19/11/2015) - LEGAL PROCEEDINGS BETWEEN COUNCIL AND OTHER PARTIES (118/001) (J NGOROYEMOTO) (ATTACH)
	10.2 (ASFC 19/11/2015) - RISK MANAGEMENT INFORMATION REPORT  (021/012) (J NGOROYEMOTO)  (ATTACH)
	Item 10.2 - Attach 1

	10.3 (ASFC 19/11/2015) - APPOINTMENT OF EXTERNAL AUDITOR FOR THE 2016 FINANCIAL YEAR (067/002) (N MAURICIO) (ATTACH)
	Item 10.3 - Attach 1

	10.4 (ASFC 19/11/2015) - CONTRACT FOR INTERNAL AUDITING SERVICES FOR THE 2016 & 2017 FINANCIAL YEARS (067/002) (N MAURICIO)
	11. PLANNING & DEVELOPMENT DIVISION ISSUES
	12. FINANCE & CORPORATE SERVICES DIVISION ISSUES
	12.1 (ASFC 19/11/2015) - ANNUAL PERFORMANCE REVIEW OF MONETARY AND NON-MONETARY INVESTMENTS FOR THE FINANCIAL YEAR 2014/15 (073/001; 073/004) (S DOWNING)
	12.2 (ASFC 19/11/2015) - INTERNAL AUDIT -  PROCUREMENT IMPROVEMENTS  (067/004)  (N MAURICIO) (ATTACH)
	Item 12.2 - Attach 1

	12.3 (ASFC 19/11/2015) - ANNUAL FINANCIAL STATEMENTS 2014/15 AND EXTERNAL AUDIT REPORT  (071/003; 067/001)  (N MAURICIO)  (ATTACH)
	Item 12.3 - Attach 1
	Item 12.3 - Attach 2
	Item 12.3 - Attach 3

	12.4 (ASFC 19/11/2015) - REVIEW OF THE RATE SETTING STATEMENT - PHASE 2   (150/016)  (D GREEN/N MAURICIO/S DOWNING)  (ATTACH)
	Item 12.4 - Attach 1

	Arising from the report to the Ordinary Council Meeting held on 10 September 2015 Application Of Rates Concession For 2015 / 16 Financial Year, the resolution of Council as stated in recommedation 5 of the report was: 
	13. ENGINEERING & WORKS DIVISION ISSUES
	14. COMMUNITY SERVICES DIVISION ISSUES
	15. EXECUTIVE SERVICES DIVISION ISSUES
	16. MOTIONS OF WHICH PREVIOUS NOTICE HAS BEEN GIVEN
	17. NOTICES OF MOTION GIVEN AT THE MEETING FOR CONSIDERATION AT NEXT MEETING
	18. NEW BUSINESS OF AN URGENT NATURE INTRODUCED BY DECISION OF MEETING BY COUNCILLORS OR OFFICERS
	19. MATTERS TO BE NOTED FOR INVESTIGATION, WITHOUT DEBATE
	20. CONFIDENTIAL BUSINESS
	21. CLOSURE OF MEETING




