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CITY OF COCKBURN 

AGENDA TO BE PRESENTED TO THE SPECIAL AUDIT 
AND STRATEGIC FINANCE COMMITTEE MEETING TO BE 
HELD ON WEDNESDAY, 11 DECEMBER 2019 AT 6.00PM 

1. DECLARATION OF MEETING 

 
2. APPOINTMENT OF PRESIDING MEMBER (IF REQUIRED) 

 
3. DISCLAIMER (TO BE READ ALOUD BY PRESIDING MEMBER) 

Members of the public, who attend Council Meetings, should not act 
immediately on anything they hear at the Meetings, without first seeking 
clarification of Council's position.  Persons are advised to wait for written 
advice from the Council prior to taking action on any matter that they may 
have before Council. 
 

4. ACKNOWLEDGEMENT OF RECEIPT OF WRITTEN 
DECLARATIONS OF FINANCIAL INTERESTS AND CONFLICT 
OF INTEREST (BY PRESIDING MEMBER) 

 
5. APOLOGIES AND LEAVE OF ABSENCE 

Mr S Cain, Chief Executive Officer  -  Leave of Absence 
Ms G Bowman, Executive Manager,  
Strategy and Civic Support  -  Apology  

 
6. PUBLIC QUESTION TIME 

 
7. DEPUTATIONS 

 
8. DECLARATION BY MEMBERS WHO HAVE NOT GIVEN DUE 

CONSIDERATION TO MATTERS CONTAINED IN THE 
BUSINESS PAPER PRESENTED BEFORE THE MEETING 

 
9. PURPOSE OF MEETING 

The purpose of the meeting is to adopt the Annual Financial Report for the 
year ended 30 June 2019, as attached to the agenda. 
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10. FINANCE AND CORPORATE SERVICES DIVISION ISSUES 

10.1 2019 ANNUAL FINANCIAL REPORT AND EXTERNAL AUDIT 
REPORT 

 

 Author(s) N Mauricio  

 Attachments 1. Annual Financial Report 2018-2019 ⇩   
2. City of Cockburn Audit Plan for the Year Ending 

30 June 2019 ⇩   
3. KPMG Audit Report - Year Ending 30 June 2019 

⇩   
4. Draft Audit Opinion - Office of the Auditor General 

⇩    
     
 

RECOMMENDATION 
That Council: 

(1) adopt the Annual Financial Report for the year ended 30 June 
2019;  

(2) receive the External Audit Plan used for the year ending 30 June 
2019;  

(3) receive the Audit Report for the year ended 30 June 2019; and 

(4) receive the draft Audit Opinion as issued by the Office of the 
Auditor General, 

as attached to the Agenda. 

 

Background 

Section 5.54 of the Local Government Act 1995 requires Council to 
accept the Annual Report for a financial year no later than 31 
December after that financial year. Section 5.53 requires that the 
Annual Report contains the Financial Report (prepared under Section 
6.4) and the Auditor’s Report (prepared under Section 7.9) for that 
financial year. 

Regulation 9 (2) of the Local Government (Audit) Regulations 1996 
states that the principal objective of the external audit is for the auditor 
to carry out such work as is necessary to form an opinion as to whether: 
the accounts are properly kept; and that the Annual Financial Report: 

 is prepared in accordance with financial records; 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. 

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

 examine an Audit Report received by the Local Government; 
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 determine if any matters raised by the audit report require action to 
be taken by the Local Government; 

 ensure that appropriate action is taken in respect of those matters. 

As set out in its Terms of Reference, the Audit and Strategic Finance 
Committee (ASFC) is required to review the City’s Annual Financial 
Report and the associated Audit Report and recommend its adoption to 
Council.  The auditor will attend this meeting to present their audit 
report and discuss any issues they have raised.  

Amendments to the Local Government Act 1995 in August 2017 
transferred responsibility for oversight of Local Government audits to 
the Office of the Auditor General (OAG). During their first year of 
oversight, the OAG contracted out the City’s 2017-2018 Financial Audit 
to its previous auditor (Macri Partners). Subsequently, the OAG has 
tendered out the audits for the City and several other Local 
Governments, with KPMG having been awarded the City’s audit 
contract for the next three financial years (including the 2018-2019 
audit). 

The attached External Audit Plan for 2019 outlines the purpose and 
scope of the External Audit and explains the audit methodology and 
approach taken in completing the 2018-2019 audit. The Audit Plan was 
prepared by KPMG and approved by the OAG. 

Submission 

N/A 

Report 

2019 Annual Financial Report 

The Annual Financial Report being presented to the AFSC contains a 
detailed set of financial statements prepared in accordance with 
Australian Accounting Standards, including all accounting and 
supporting notes. These are discussed and analysed below. 

Statement of Comprehensive Income 

1. Operating Result (before Non-Operating Activities) 

The City’s operating result for 2019 came in at $1.09 million, well 
down on the restated $6.61 million from the previous year and 
the budgeted $3.6 million due to a one off non-cash expenditure 
item (amortisation on landfill rehabilitation asset). This is still a 
sound financial result, as it demonstrates the City continues to 
generate enough operating revenue to cover all its operating 
costs, inclusive of depreciation and amortisation on assets. 

Operating revenue of $154.98 million was up $6.84 million 
(4.6%) on last year.  The main contributors were revenue from 
rates up $4.05 million (4.1%) to $103.6 million, fees and charges 
up $1.82 million (6.3%) to $30.5 million and interest earnings up 
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$0.6 million (13.7%) to $5.76 million. Operating grants were little 
changed on last year at $12.79 million. 

Operating expenditure for the year of $153.89 million was up by 
$12.36 million (8.7%). Employee costs, the City’s biggest 
operational expense item, were up $2.22 million (4.1%) to 
$56.78 million. 

Spending on materials and contracts was up $1.44 million (3.7%) 
to $40.2 million, with Parks and Environmental Services ($8.9m), 
Waste Services ($8.0m), Recreation and Community Safety 
($6.1m), Infrastructure Services ($5.8m) and Community 
Development Services ($3.4m) the biggest spend areas. Parks 
and Environmental contract costs were up $1.8 million year on 
year, whilst childcare provider costs were down $1.0 million and 
waste disposal costs down $0.7 million from last year. 

Insurance expenses came in $0.42m (32.0%) higher than last 
year at $1.74 million. But this was due to lower rebates received 
in the current year from the LGIS self-insurance schemes.  

Interest expenses of $1.07 million were little changed against the 
restated amount from the previous year. This line item now 
includes interest costs for the SMRC loans guaranteed by the 
City.  

Depreciation expense (non-cash) increased by 6.2% to $32.1 
million (+$1.8m). This reflected increased depreciation on parks 
infrastructure (+ $0.7m) to $4.5 million, roads/drainage/footpaths 
(+$0.5m) to $15.5 million and buildings (+$0.3m) to $6.3 million. 

2. Net Result 

Including non-operating activities, the City’s net result (before 
asset revaluations) was up $7.2 million (29.5%) on the previous 
year’s restated amount to $31.6 million, despite the large fall in 
the operating result. The major reason for this was the large 
write down last year of $14.1 million in the City’s investment in 
the SMRC. Developer subdivision infrastructure assets gifted to 
the City were down $2.7 million year on year to $9.4 million. 

Net profit from the sale of assets was up $1.5 million on last 
year, primarily due to profit of $2.5 million on realised land sales 
of $7.6 million. Capital grants and contributions of $12.7 million 
were also up on last year by $1.2 million (+10.8%). 

Developer contribution schemes revenue of $8.5 million was 
down slightly on last year’s result by $0.25 million. 

Statement of Financial Position 

The City’s net assets and total equity increased year on year by $52.9 
million to $1,250.7 million. This reflected an increase in total assets of 
$62.3 million, comprising current assets (+$29.1m) and non-current 
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assets (+$33.2m). There was also an increase in total liabilities of $9.4 
million, comprising current liabilities (+$8.6m) and non-current liabilities 
(+$0.8m). 

1. Assets 

The year on year increase of $29.1 million in current assets to 
$176.3 million  included and extra $19.5 million in term deposits 
and $6.8 million in cash and cash equivalents, reflecting the 
greater amount held in financial reserves.   

The increase in non-current assets of $33.3 million to $1,159 
million was predominantly due to an increase of $33.7 million in 
infrastructure assets. This included gifted subdivision assets of 
$8.4 million, annual revaluation increments of $21.3 million and a 
capitalised spend of $26.1 million. This was reduced by 
depreciation of $22.1 million booked for the year.  

Property, Plant and Equipment (PPE) assets of $335.8 million 
included $16.6 million of capitalised spend ($10.2m for 
buildings), less $6.8 million in disposals (mainly land assets) and 
$11.1 million of booked depreciation for the year. 

2. Liabilities  

Current liabilities increased year on year by $8.6 million to $29.8 
million. Trade and other payables increased by $2.3 million, 
largely due to the recognition of bonds and deposits ($3.5m) 
previously held in Trust (OAG determination). Provisions 
increased the most (+$5.6m) to $12.3 million, due to a current 
provision of $5.2 million for the capping of Cell 6 at the 
Henderson landfill. Current leave provisions had a modest gain 
of $0.4 million to $7.1 million (5.9%), which includes wages and 
staff growth. This demonstrates adequate management control 
over outstanding leave entitlements.  

Non-current liabilities increased overall by $0.8 million from last 
year. Loan borrowings were down by $4.6 million to $19.2 million 
(reflecting repayments) and provisions were up by $3.0 million to 
$33.6 million due to an increase in the landfill site rehabilitation 
provision. 

Changes in Equity 

Cash backed reserves held by the City increased by a net $23.5 million 
to $142.6 million during the reporting year. A total of $54.4 million was 
transferred into reserves during the year with $2.5 million coming from 
investment earnings. Drawdowns from reserves were $30.9 million. 

The Asset Revaluation Surplus increased by $21.3 million to $544.6 
million as a result of the annual management valuation of roads, 
drainage and footpath assets, with roads increasing by $2.0 million, 
drainage by $2.1 million and footpaths by $17.2 million. The large 
increase in footpaths was a combination of an 18% increase in the unit 
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rate for concrete footpaths, a 10% increase in our total footpaths 
resulting from an audit and a 6% improvement in the written down value 
of footpaths due to better and more accurate condition assessments. 

The City’s accumulated surplus increased by $8.1 million to $563.5 
million. This increase represented the $31.6 million net surplus result, 
less $23.5 million in net transfers to financial reserves. The opening 
balance at 1 July 2018 was adjusted downwards by $9.3 million due to 
restatements made to the 2017-2018 financial year during the audit.   

Statement of Cash Flows 

The City’s net cash inflows from operating activities decreased $3.7 
million to $38.4 million for the reporting year. This result still indicates 
strong operating cash flows, allowing the City to continue funding new 
assets and asset renewals as planned. 

Net cash outflows for investing activities were down $6.8 million for the 
year, comprising: 

 Cash inflows from the sale of assets of $8.6 million were up $7.0 
million on last year, due to several land sales transacted.  

 Cash outflows for capital related spending of $44.6 million were 
$5.5 million higher on last year.  

 Cash inflows from capital grants and developer contributions 
were up $1.0 million to $21.2 million.  

 Net cash outflows from funds management activities (term 
deposits, financial assets) were down $3.6 million for the year. 

 A cash inflow of $0.8 million relating to a loss recovery on a 
failed CDO investment.  

Cash inflows from financing activities of $1.9 million included the inflow 
of $5.9 million of bonds and deposits previously held in Trust. This was 
offset by cash outflows of $4.0 million for the repayment of borrowings 
for the Cockburn ARC and SMRC.  

Cash and cash equivalents increased during the reporting year by $6.8 
million to $7.6 million. It should be noted that the City’s term deposits 
totalling $157.4 million are not considered cash equivalents under 
Australian Accounting Standards. 

Rate Setting Statement 

This statement shows the most complete view of the City’s financial 
performance for 2019 and determines the municipal budget surplus.  

The City’s closing funds at 30 June 2019 were $7.2 million, down $4.7 
million against the previous year. This result includes the take up of a 
current provision of $5.2 million for rehabilitating the Henderson landfill 
site, representing the capping of Cell 6 planned for 2020. 
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The total amount raised from general rates was up $4.0 million (4.1%) 
to $103.6 million, comprising the adopted increase of 1.9%, with the 
balance provided by growth in the City’s rating base from development. 
This result was within $0.05 million of the adopted budget target. 

The rate setting statement also includes the spending on capital works 
and projects, with a total spend of $42.8 million versus the adopted 
budget target of $40.9 million (excludes the budget for carried forward 
projects).   

Financial Ratios 

The WA Local Government (Financial Management) Regulations 1996 
prescribe seven financial ratios that are to be included in the Annual 
Financial Report. These ratios are also used by the Department of 
Local Government, Sport and Cultural Industries (DLGSC) as a 
measurement of a Local Government’s overall financial health. They 
form the basis of calculations used for the Financial Health Indicator 
(FHI) displayed on the MyCouncil website. 

RATIO 2019 2018 Benchmark High 

Current Ratio 0.97 1.33 1.00 1.50 

Asset Sustainability Ratio 0.46 0.74 0.90 1.20 

Debt Service Ratio 8.72 5.53 2.00 5.00 

Operating Surplus Ratio 0.01 -0.05 0.01 0.15 

Own Source Revenue Ratio 0.94 0.96 0.40 0.90 

Asset Consumption Ratio 0.69 0.70 0.50 0.75 

Asset Renewal Funding Ratio 0.75 0.71 0.75 1.10 

Financial Health Indicator 73 78   

Two of the ratios exceed the DLGSC high ratio benchmark (those in 
bold), being the debt service and own source revenue ratios. Another 
three of the ratios are at or above the benchmark. However, there are 
two ratios that fell below the benchmarks for 2018-2019, being the 
current and asset sustainability ratios.  

The current ratio at 0.97 falls just short of the benchmark of 1.00 and 
was adversely impacted by the taking up of a current provision of $5.2 
million this year for rehabilitation of the landfill (cell capping costs). 
Given the capping is planned for 2020, this item should not impact next 
year’s ratio. 

The asset sustainability ratio at 0.46 has fallen well below the 
benchmark in 2018-2019 and it was also below last year. As a result, 
the OAG have identified this as indicating a significant adverse trend in 
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their audit report. However, the City is fully cognisant of the reasons for 
the result and confident that its financial planning strategies are 
appropriate for a City in a high growth phase. This ratio assesses the 
City’s capital spending on renewing assets compared to the amount of 
depreciation on its asset base. Half of the City’s depreciation is 
generated by its roads and road related assets. The City has well 
developed asset management plans for these assets, which determine 
the appropriate timing for renewal spending. Cockburn’s road network 
is overall in relatively good condition. It doesn’t make sense to renew 
assets before they are due, purely to match a straight line depreciation 
number. Further, the City is currently focusing much of its roads capital 
spend on new roads infrastructure to address traffic concerns and a 
growing population. This is typical for an outer growth Council as 
opposed to a developed inner Council and the ratio fails to distinguish 
between the two. It is expected that the ratio will improve in coming 
years as the City commences delivery of renewal projects contained 
within the Community Sport and Recreation Facilities Plan. For 
example, the delivery of the South Lake Leisure Centre replacement 
(Cockburn ARC) several years ago had a positive impact on this ratio. If 
we average the City’s ratio over the past four years, it is above the 
benchmark (1.00 vs 0.90). 

The results from these seven ratios combine to produce an FHI score 
for the City of 73 (compared to 78 last year). This result has dipped on 
last year because of the impact from the two ratios discussed above. 
Despite this, the City’s result is still above the benchmark result of 70 
that serves to indicate sound financial health (as defined by the 
Department of Local Government, Sport and Cultural Industries).  

Restatements 

Note 39 of the financial report discloses a number of restatements 
required to be made to the 2017-2018 financial comparatives. These 
came to light through both the audit process and management 
discovery. These are listed below: 

 Term deposits reclassified from Cash and Cash Equivalents to 
Financial Assets. 

 The fair value of the Port Coogee marina assets taken up upon 
recognition in 2016 was overstated. 

 The Provision for Site Rehabilitation and related Rehabilitation 
Assets at the Henderson landfill had not been accurately 
measured in prior years as the auditor determined certain 
valuation assumptions used in the financial model to be 
inaccurate. 

 The investment in the Southern Metropolitan Regional Council 
(SMRC), which was being recorded under the equity method, 
should have been characterised as an investment in an 
associate, rather than as an investment in a joint venture. 
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 The City did not recognise the Loan Liability associated with the 
SMRC loans guaranteed by Council. Instead, it netted the loan 
liability off the equity interest held. Principal and interest 
payments were expensed in the Statement of Comprehensive 
Income as Other Expenses.   

These restatements impacted a number of the statements and 
associated notes as indicated in note 39 and throughout the financial 
report. 

Audit Report (KPMG) 

The 2019 Annual Financial Report was audited by KPMG under 
contract from the Office of Auditor General (OAG). The Local 
Government Act 1995 requires the City to meet with the auditor at least 
once in every year and representatives from the OAG and KPMG will 
be present at the meeting to discuss the audit report and any audit 
findings. The audit report will be signed off and issued following the 
meeting and is expected to be without qualification. 

Draft Audit Opinion (Office of the Auditor General) 

The OAG have issued an unqualified audit opinion (in draft form) with 
two “emphasis of matter” findings relating to land under roads and the 
restatements for 30 June 2018. This will be signed off and issued by 
the OAG after the meeting. The draft audit opinion is attached to the 
agenda.   

Strategic Plans/Policy Implications 

Leading and Listening 

Deliver sustainable governance through transparent and robust policy 
and processes 

Ensure sound long term financial management and deliver value for 
money 

Budget/Financial Implications 

The cost of the quoted external audit is sufficiently covered within the 
City’s annual budget. However, the OAG have indicated additional work 
was performed to complete the audit and this will result in extra cost. 

Legal Implications 

Local Government Act 1995 Sections 5.53, 5.54, 6.4, and Part 7 - Audit  
Local Government (Audit) Regulations 1996 Regulations 9, 9A and 10 
Local Government (Financial Management) Regulations 1996 Part 4 - 
Financial Reports  

Community Consultation 

N/A 
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Risk Management Implications 

It is a requirement under the Local Government Act 1995 for Council to 
accept the City’s Annual Report (including the Financial Report and 
Auditor’s Report) by no later than 31 December each year. Failure to do 
so will lead to statutory non-compliance. 

Advice to Proponent(s)/Submissioners 

N/A 

Implications of Section 3.18(3) Local Government Act 1995 

Nil 
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11. NEW BUSINESS OF AN URGENT NATURE INTRODUCED BY 
MEMBERS OR OFFICERS 

 

12. CONFIDENTIAL BUSINESS 

Nil  

13. CLOSURE OF MEETING 
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