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Financial Statements

Introduction

This section provides analysis on the 2012-13
Financial Statements. It compares the reported
financial results to Council’'s own financial objectives.
Readers of the Statements are encouraged to
contact Council’s Financial Services Department on
(02) 4732 7815 for any assistance required in
understanding the reported results.

These statements are produced in accordance with
the Australian Accounting Standards and the NSW
Local Government Code of Accounting Practice. The
Australian Accounting Standards Board (AASB) has
adopted International Financial Reporting Standards
(IFRS) and issued the Australian equivalents
(AIFRS). The application of AIFRS is reflected in

these Financial Statements. These statements are
independently audited, reported to Council, placed on
public exhibition and lodged with the Division of Local
Government (DLG) by early November each year.

Under the 1993 NSW Local Government Act, Council
is required to produce an audited set of Financial
Statements. Key statements produced, and included in
this document are:

e Income Statement and Statement of
Comprehensive Income,

e Statement of Financial Position,

e Statement of Cash Flows, and

e Notes to the Financial Statements.

Summary of 2012-13 Key Results and Events

e Overall income A 4.3% to $217.2m
e Total Expenses ¥ 8.7% to $171.1m
e Total Assets A 3.1% to $2,699m

e Net Assets A 3.3% to $2,589m

e Asset $ per head of population is $14,434
e Liabilites ¥ 1.1% to $110.4m
e Liabhilities per head of population is $590

e Infrastructure, Property Plant & Equipment A
3.3% to $2,591m

Total Income ($000) Total Expenses ($000) Total Assets ($°000)
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Five-Year Financial Summary

Summary

for the Year Ended 30 June Units 2013 2012 2011 2010 2009
Total Income from Continuing $000 217,163 208,267 178,551 162,081 163,983
Operations
Total Expenses from Continuing $000 171,051 187,396 183,236 167,946 153,105
Operations
Net Operating Result for Year $000 46,112 20,871 (4,685) (5,865) 10,878
Grants and Contributions $000 69,612 64,919 46,888 33,176 42,603
Net Operating Result before Capital $000 841 (7,564) (18,020) (10,340) (1,190)
Grants and Contributions
Further breakdown of Income Statement items are shown in Appendix 1
Current Assets $000 78,617 74,779 71,355 55,571 56,588
Non-Current Assets $000 2,620,541 2,543,266 2,290,600 1,377,409 1,095,773
Current Liabilities $000 52,224 50,493 50,385 45,762 43,352
Non-Current Liabilities $000 58,185 61,117 61,527 64,092 59,077
Total Equity $000 2,588,749 2,506,435 2,250,043 1,323,126 1,049,932
Further breakdown of Balance Sheet items are shown in Appendix 1
Cash Flows from Operating Activities ~ $000 37,902 46,789 22,003 22,288 30,500
Cash Flows from Investing Activities $000 (40,165) (10,022) (15,684) (27,901) (27,903)
Cash Assets at the end of Reporting $000 41,880 45,453 8,361 4,049 5,035
Period
Rates Outstanding % 4.83 5.73 5.60 5.67 4.94
Unrestricted Current Ratio Ratio 1.19:1 1.31:1 1.19:11 1.03:1 1.17:1
Debt Service Ratio % 7.80 7.40 7.65 7.82 7.45
Asset Renewal % 53.5 34.0 46.6 51.6 56.9




Financial Statements

Financial Overview

Our financial performance
Council’s financial performance for 2012-13 is characterised by:
e anet surplus result of $46.1m for the year

¢ a balanced Budget after transferring $168,548 to reserves for future contingencies
e an Unrestricted Current Ratio of 1.19:1, down from 1.31 in 2011-12

e anincrease in assets from $2,618m in 2011-12 to $2,699m in 2012-13, with assets per capita increasing
from $14,176 per person to $14,434 (ABS population estimate of 184,681) per person during this period

e anincrease in the value of Council’s Investment Properties to $20.7m
e aslight decrease in liabilities to a total of $110.4m in 2012-13 — with liabilities per capita of $590
e adecrease in Rates and Annual Charges outstanding to 4.83% (2011-12, 5.73%)

e alarger capital works program of $67.9m in 2012-13 compared to $53.7m in 2011-12, including the Erskine
Park Intersection upgrade ($6.4m) and an increase in roads and drainage dedications

e atotal of 48% of Council's income being derived from Rates and Annual Charges
e other key ratios are outlined in Note 13.

Ensuring financial sustainability

Council’s financial performance is aligned with its continued focus on long-term financial sustainability. We
regularly review our Operational Plan and financial performance throughout the year to adapt to changing
conditions and requirements. Council regularly reviews its Long-Term Financial Plan (LTFP) to ensure short-term
needs are considered against long-term sustainability. The recent TCorp review demonstrated that Council
remains in a sound and stable financial position, due in part to the recent SRV which focused on asset renewal
and securing the right level of resources to ensure that Council’s current services and service levels can be
maintained. This financial sustainability however has not been achieved without challenges in both the current
and recent years. Council’'s capacity to accommodate additional priorities can only be achieved through the
reprioritisation of current service levels. Future budgets continue to demonstrate Council’s commitment to
productivity improvements and this continued pursuit and actively managing programs ensures that Council will
remain financially sustainable and is building a sustainable long term platform.

Council’'s investment policies and strategies have been effective in producing strong returns on ratepayers’ funds
in 2012-13. Council’s average return on investments for 2012-13 is 4.48%, which has considerably outperformed
the average 90 day BBSW rate of 3.15%. Council was also able to complete its 2012-13 borrowing program at a
lower rate than the average return on our investments in recent years. The weighted interest rate on borrowings
has continued to decrease due to the lower cost of capital. Council continues to use borrowings to fund an
accelerated infrastructure program, however Council’s level of debt is continually monitored to ensure it is
sustainable without risking service levels.

Council's operating result for the year was a surplus of $46.1m. The 2012-13 result was influenced by Council
undertaking a review of its useful lives and residual values for its building, roads, and drainage assets with the
aim of more accurately reporting the consumption of these assets. The result of this review reduced the
depreciation expense for 2012-13 by half, which provides a more realistic representation of this consumption of
these assets. This review process will continue going forward to ensure that Council’s calculation of depreciation
remains contemporary.

The 2012-13 financial year provided the second instalment of Council’s recent Special Rate Variation (SRV).
The additional funding has ensured that asset renewal programs could be fully implemented and essential City
Centre Renewal could be undertaken while maintaining the services and service levels being demanded by our
community. Council’'s LTFP demonstrates that the 2011-12 Special Rate Variation has ensured that Council's
Long Term Financial Sustainability, highlighted in Special Schedule 8, has been secured.



Summary

Financial Overview (continued)

Delivering infrastructure

Local Government in NSW faces a large backlog of work to bring roads, drainage, and building assets to a
satisfactory standard. Council's commitment to addressing our infrastructure backlog has seen increased
funding for asset maintenance and renewal, and development of renewal programs for all key asset classes in
recent years. The review of the LTFP and Resource Strategy during 2010-11 highlighted that while progress is
being made in a number of asset classes, Council did not have the capacity to fully fund all identified asset
renewal programs and addressing our infrastructure backlog was one of the key drivers for the recently
approved Special Rate Variation. As a result, Council now has a program in place to address the identified
infrastructure backlog for all key asset classes. Special Schedule 7 provides further information about the
condition of these assets.

Developer contribution reforms

On 4 June 2010, the Premier of NSW announced changes to the Developer Contributions planning process
which capped residential development contributions to $20,000 per new lot/dwelling. On 31 August 2010, this
cap was increased to $30,000 per new lot/dwelling for greenfield release areas and applies to the Werrington
Enterprise Living and Learning (WELL) Precinct and Glenmore Park Stage 2.

As a consequence of a Voluntary Planning Agreement (VPA) being negotiating with Glenmore Park Stage 2
landowners, the cap’s impact is limited to the WELL Precinct. The infrastructure funding gap arising for new
development in the WELL Precinct is estimated at $46.5 million and would affect the WELL Precinct, District
Open Space, and Cultural Facilities s94 Plans.

Following analysis of the physical, social and financial impacts of the cap on the WELL Precinct and the Penrith
City community, Council, on 27 June 2011, resolved to require new development within the WELL Precinct to
provide all drainage and most roadworks by way of conditions of development consent. Contributions up to
$30,000 per lot would be levied for open space, community and cultural facilities. The consequence of this
resolution would be no infrastructure funding gaps under the three contributions plans applying to the WELL
Precinct.

Council has completed a review of its section 94 plans, as directed by the Minister for Planning, and these
revised plans have been adopted by Council and submitted to the Minister for Planning for determination and
remaking. The Minister has not made the revised Plans.

The White Paper — A new planning system for NSW and draft planning legislation were released on 16 April
2013. If the White Paper changes to the new planning system are implemented, a minimum of approximately
$126 million in contributions income would be affected, or a significant reduction in the nature and scale of
facilities being funded. Plans funding open space, and community and cultural facilities would be especially
significantly adversely affected. The White Paper does propose abandoning the $30,000 cap on contributions.

The White Paper did not provide details on savings and transitional arrangements, when these have been
developed Council will be better informed as to the effect on those plans that have been forward funded and thus
the gap that would be required to be funded by Council.

A o

Andrew Moore Vicki O’Kelly
Financial Services Manager Executive Manager—Corporate
4 Responsible Accounting Officer
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Income
Summary
e Overall income A by 4.3% to $217.2m

HRates & Annual Charges ($104.6m)

B UserCharges & Fees ($32.3m)

HinvestmentRevenues ($3.1m)

m Other Revenues ($6.9m)

HGrants & Contributions - Operating ($24.3m)
Grants & Contributions - Capital ($45.3m)

B Profitfrom interests in Joint Ventures & Associates

($0.7m)
Income Item 2013 2012 G
($'000) ($'000) Change
Rates & Annual Charges 104,564 98,524 6.1%
User Charges & Fees 32,265 31,414 2.7%
Investment Revenues 3,118 4,215 (26.0%)
Other Revenues 6,877 8,862 (22.4%)
Grants & Contributions - Operating 24,341 36,484 (33.3%)
Grants & Contributions - Capital 45,271 28,435 59.2%
Profit from interests in Joint Ventures & Associates 727 333 118.3%
Total Income from Continuing Operations 217,163 208,267 4.3%
Rates & Annual Charges Rates & Annual Charges ($°000)

The increase in property numbers from 65,996 in 2011-12 to 67,259
in 2012-13, together with the approved rate increase of 5.3%
(including the SRV) has added $6m to Operating Revenue. Rates
Outstanding, a key industry indicator, decreased to 4.83% in 2012-13
from 5.73% in 2011-12 and is below the industry target of 5%.
Council has been and will remain active in debt recovery, with a view
to maintaining this indicator below 5%.

98,524
104,564

87,339
90,630

User Charges & Fees
User Charges and Fees increased 2.7% over the 2012-13 Financial
Year, in line with expectations.

83,503

Investment Revenues

Council's investment portfolio as at 30 June 2013 has remained in
line with 2011-12, at a total of $69.8m (2011-12, $71.1m). The
reduction in interest rates over 2012-13 and the Fair Value of r T T T T
Council’s investments in Mortgage Backed Securities, has seen
investment revenues decrease in 2012-13 by $1.1m.

2009
2010
2011
2012
2013



Summary

Income (continued)

Other Revenues

Other Revenues decreased by $2m (22.4%) during 2012-13. This was mainly due to the revaluation of Council’'s
Investment Properties seeing and increase of $169,000 in 2012-13 compared to an increase of $1.9m in 2011-12.
The Environmental Performance Rebate has also increased $107,000 during 2012-13.

Grants & Contributions

Grants & Contributions have increased overall by $4.7m (7.2%). This is primarily due to increases in subdivider
dedications (up by $14.7m) and increased S94 developer contributions (up by $6.2m), offset by a deduction of
$12.1m in government grants.

Capital Grants & Investment Revenue ($°000) Property Numbers
Contributions ($°000)
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Financial Statements

Expenses
Summary

e Total Expenses V¥ 8.7% to $171.1m
e Employee costs A 1.4% to $76.9m

B Employee Costs ($76.9m)

B Materials & Contracts ($51.2m)

HBorrowing Costs ($4m)

HDepreciation, Amortisation & Impairment
($19.1m)

B Other Expenses ($19.2m)

Loss from Disposal of Assets ($0.7m)

Expense Item 2013 2012 %
($'000) ($'000) Change
Employee Costs 76,933 75,899 1.4%
Materials & Contracts 51,166 49,673 3.0%
Borrowing Costs 3,995 4,064 (1.7%)
Depreciation, Amortisation & Impairment 19,114 39,034 (51.0%)
Other Expenses 19,159 18,462 3.8%
Loss from Disposal of Assets 684 264 100%
Total expenses from Continuing Operations 171,051 187,396 (8.7%)

Employee Costs

Total employee costs increased $1m in 2012-13. This equates to a
1.4% increase, after accommodating an award increase of 3.25% in July
2012, and also includes:

e Increase in total Superannuation costs - $306,000

¢ Skills and knowledge progression - $440,000

e Employee performance bonuses - $508,000

e Decreases for the provision for Employee Entitlements - $476,000

Council contributes 9% Superannuation for all employees except those
who are members of the Local Government Superannuation Defined
Benefits Scheme (DBS). In March 2009, the Local Government Super
Scheme (LGSS) advised that it had been impacted by the Global
Financial Crisis and contributions rates from 2009-10 were doubled. In
2011-12 the LGSS revised their methodology of calculating Council’s
additional contribution, and have advised Council of a flat annual fee

Employee Costs ($°000)

going forward of approximately $1.1m per year from 2013-14 with
Council’s required contribution for these employees being returned to
the original rates.
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Summary

Expenses (continued)

Council’s transition to Workcover’s Retro-paid Loss model for worker's compensation insurance continues to
provide significant cost savings and efficiencies for Council compared to the traditional claims experience
insurance. The total worker's compensation expense for 2012-13 was $1.2m (2011-12, $1.1m), compared to the
2009-10 costs under the traditional premium of $3.1m. In addition to these cost savings, a continued focus on and
acceptance of safe work practices by staff has seen a 25 year low in lodged claims during the 2012-13 period.

Depreciation

Depreciation is the allocation of the costs of an asset, based on the likely period of its useful life. The depreciation
rates used by Council are set out in Note 1 of this document. For 2012-13, Council reviewed and amended the
useful lives and residual value for its road, drainage, and building asset classes to more accurately reflect the
consumption of these assets. The result is a decrease in depreciation expense from the previous year and more
realistically represents the consumption of these assets. This review will also be conducted in future years.

Total depreciation for the year was $19.1m (2011-12, $39.0m).

Other Expenses
The detailed Notes to the Financial Statements provide information on Other Expenses.

Depreciation ($°000) Borrowing Costs ($°000) Materials & Contracts ($°000)
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Financial Statements

Assets
Summary
e Asset $ per head of population is $14,615
* Total Assets A 3.1% to $2,699m e Infrastructure, Property Plant & Equipment A 3.3%
e Net Assets A 3.3% to $2,589m to $2.591m
Cash & cash equivalents ($41.9m)
H nvestments ($28m)
B Receivables ($10.5m)
M nventories ($2.4m)
B Other ($1.1m)
Hnfrastructure, Property, Plant &
Equipment($2590.7m)
B Equity accounted investments ($4m)
HinvestmentProperty ($20.7m)
2013 2012 %
A |
sset ltem ($'000) ($'000) Change
CURRENT ASSETS
Cash & cash equivalents 41,880 45,453 (7.9%)
Investments 24,966 16,784 48.7%
Receivables 8,316 9,068 (8.3%)
Inventories 2,353 2,357 (0.2%)
Other 1,102 1,117 (1.3%)
TOTAL CURRENT ASSETS 78,617 74,779 5.1%
NON-CURRENT ASSETS
Investments 3,000 8,894 (66.3%)
Receivables 2,215 2,468 (10.3%)
Infrastructure, Property, Plant & Equipment 2,590,652 2,508,126 3.3%
Equity accounted investments 3,955 3,228 22.5%
Investment Property 20,719 20,550 0.8%
TOTAL NON-CURRENT ASSETS 2,620,541 2,543,266 3.0%
TOTAL ASSETS 2,699,158 2,618,045 3.1%

Cash Position

An assessment of Council’s cash holdings at the end of the Financial Year provides a different view of the year’s
financial information. Council’s Cash Flow Statement provides information relating to actual payments and
receipts of cash. Investments have decreased slightly over the 2012-13 year. At 30 June 2013, Council reduced
the value of its Mortgage Backed Securities (MBS) by $1m after Council received valuations for these investments
that took into account the lack of a market for these investments. The maturity date of these investments were
extended beyond their initial maturity date, and have a legal maturity date of 2051 and 2057. It is important to note
that these investments are still paying coupons and penalty interest, and there have been no indications that

9



Summary

Assets (continued)

these investments will default. The reduction in the value is a reflection of the minimal market there is for these
investments. Council continues to hold funds on call to ensure funds are immediately available if required. This
amount can fluctuate and for 2012-13 the holdings of $2.4m are in line with Council’s targets. For the 2012-13,
Council has moved its term deposits that had a maturity date of 3 months or less at 30 June 2013 into Cash and
Cash Equivalents to more accurately reflect the amount of liquid funds Council has access to within these 3
months.

Reserves

Council operates a number of internally and externally restricted reserves. External reserves include unspent
Section 94 funds received, special purpose grants or unexpended loans, along with domestic waste and sullage
reserves. These reserves are maintained to ensure that the funds received are expended on the intended
purpose, and this restriction is imposed on Council through either legislation or the funding body. An increase in
unrestricted funds held at 30 June 2013 of $1.3m, offset by a decrease in externally restricted funds, is also a
contributing factor to the maintenance of the strong level of Council’s investment portfolio.

Council continues to maintain a number of internal reserves as detailed in Note 6. These reserves have been
established by Council resolution, and include provisions for Employee Leave Entitlements, Property
Development activities, and Council’s Children’s Services operations. The maintenance of these reserves ensures
that Council has sufficient capacity to respond to planned calls for funding in these areas and also provides some
ability to fund unplanned expenditure for these purposes.

Unrestricted Current Ratio

The unrestricted current ratio for 2012-13 was 1.19:1. Council’s practice of borrowing from internal reserves to
meet the demands of essential works required in advance of receipt of Section 94 contributions has again been a
major impact on the ratio this year. At 30 June 2013, there were six Section 94 plans in deficit totalling $7.9m
(compared to 2011-12, $8.4m). Two plans, the Cultural Facilities Plan and the Civic Improvement Plan, accounted
for $5.8m of this deficit. Once adjusted for these internal borrowings, the adjusted indicator is 1.48:1 and is above
Council's adopted benchmark of 1.25:1, but slightly below the Division of Local Government’s benchmark of 1.5:1.

Receivables

Receivables for 2012-13 totaled $10.5m, a decrease of $1m compared to 2011-12. The Rates Outstanding
percentage decreased from 5.73% in 2011-12 to 4.83% in 2012-13, which is below the industry benchmark of less
than 5%. Council has a long established policy of not actively pursuing pensioners for outstanding Rates and
Annual Charges. Excluding pensioners from this calculation decreases this indicator to 3.96% (4.33% in 2011-12),
below Council’s target of 4.50%.

Total Assets ($°000) Unrestricted Current Ratio Infrastructure, Property, Plant &
Equipment ($°000)
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Financial Statements

Assets (continued)

Infrastructure, Property, Plant & Equipment
Infrastructure, Property, Plant & Equipment (IPPE) increased $82.5m (3.3%) over the 2012-13 year to $2,591m.
This increase is mainly due to the revaluation of Council’s Buildings and Operating Land, which resulted in a net
increase of $36.2m and Council’s asset additions throughout the year of $67.9m. These asset additions included
asset renewals of $7.5m and new infrastructure asset purchases and constructions of $39.5m. A summary of

IPPE activity for 2012-13 is shown below, and is provided in greater detail in Note 9.

Plant and Equipment
Vehicles Purchased
Vehicles Sold

Plant items purchased

109
108
10

Total value of plant and equipment purchases was

$3.7m, and includes:

Toro Groundmaster Mowers (x4)
Toyota Hiace Community Bus (x2)
Toyota Hilux Utility (x3)

Montabert Rock Breaker

Office Equipment
New Computer Purchases

Other Hardware and Systems

Buildings and Other Structure
Londonderry Neighbourhood Centre
Penrith Gallery — Ancher House

Jamison Park Netball

Road Works and Drainage
Drainage Works (ex. Dedications)
Road Works (ex. Dedications)
Includes:

Bus Shelters

Pathpaving

Infrastructure
Road Dedications

Drainage Dedications

$233,166
$92,175
$89,053
$10,000

$124,594
$62,880

$175,258
$129,637
$120,615

$185,399

$17.1m

$264,632
$661,590

$12.7m
$9.2m

Major Capital Projects worth of note, either com-

pleted or underway during the year include:

Erskine Park Intersection Upgrade
Road Resealing/Resheeting

Organic Bins

Building Asset Renewal Program
Parks Asset Renewal Program

Public Amenity Replacement Program
Community Safety Program

Children Services Playground Upgrades

Other Assets
Library Resources

$6.4m

$4.8m

$1.4m
$930,411
$566,304
$368,401
$239,353
$254,610

$540,532

11



Summary

Liabilities
Summary

o Liabilities ¥ 1.1% to $110.4m
e Borrowings ¥ 3.2% to $66.1m

e Payables A 10.0% to $15.9m
e Provisions ¥ 1.65% to $28.4m

HPayables ($15.9m)
HBorrowings ($66.1m)

B Provisions ($28.4m)

—— 2013 2012 %
Liability ltem ($'000) ($'000) Change

CURRENT LIABILITIES

Payables 15,890 14,439 10.0%
Borrowings 8,853 8,413 5.2%
Provisions 27,481 27,641 (0.6%)
TOTAL CURRENT LIABILITIES 52,224 50,493 3.4%
NON-CURRENT LIABILITIES

Borrowings 57,233 59,849 (4.4%)
Provisions 952 1,268 (24.9%)
TOTAL NON CURRENT LIABILITIES 58,185 61,117 (4.8%)
TOTAL LIABILITIES 110,409 111,610 (1.1%)

The 2012-13 Debt Service Ratio was 7.80% (7.40% in 2011-12). This
means that 7.80% of Council’s revenue (excluding capital grants and
contributions and specific purpose operating grants and contributions) is
used to meet Council’'s annual loan repayments. The Debt Service Ratio
indicator can be misleading if comparisons are made without
understanding the underlying situation. Much of Council’s recent
additions to the loan portfolio have income streams to fund the loan
repayments. Knowledge of the principal and interest components of loan
payments, along with any revenue streams used to fund these
repayments, is required if any comparison to other Councils is to be
meaningful.

Total borrowings now stand at $66.1m, a decrease of $2.2m (3.2%) over
2011-12. Council’s recent approval under the Local Infrastructure
Renewal Scheme (LIRS) also provides an interest rates subsidy from the
NSW Government.
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Controlled Entities

Council operates a number of controlled entities — Ripples Leisure Centre, Penrith Whitewater Stadium (PWS),
and Penrith Performing & Visual Arts (PPVA). The financial results for these entities are consolidated with
Council’s operations to give the overall result for the year.

Each entity reports their results to Council on an annual basis. At this time, it is resolved that the operations of
each entity are underwritten by Council until the next year’s results are reported.

$'000
PPVA Ripples PWS
Operating Expenses 3,596 3,564 1,823
Operating Revenues (Excluding Council's Subsidy) 2,057 2,704 1,686
Surplus / (Deficit) before Subsidy (1,539) (860) (137)
Subsidy 1,507 1,057 -
Surplus / (Deficit) from Ordinary Operations (32) 197 (137)
Capital Grants - - -
Surplus/(Deficit) (32) 197 (137)
Current Assets 983 173 279
Non-Current Assets 556 354 1,242
Total Assets 1,539 527 1,521
Current Liabilities 771 652 619
Non-Current Liabilities 146 10 728
Total Liabilities 917 662 1,347
Net Assets 622 (135) 174

13



Summary

Business Activity Reporting

Business activity reporting shows certain activities of Council in accordance with the National Competition Policy
(NCP) guidelines. It attempts to portray the Financial Statements of these activities as if all taxes and commercial
principles that applied to private enterprise were also applied to these activities.

It must be emphasised that the business activity report is based on a number of factors:

e prescribed assumptions as to rates of return, taxes and other costs,
e the inclusion of assumed costs as if they were paid,
e a particular view of where the boundary between the activity and other Council operations should be drawn,

e the allocation of costs which are charged to other functions in first instance, and
e determination of the purpose for which each asset is owned, even though the purpose may be one of many

joint purposes.

The reports also assume that each year can be separately taken and analysed. Where an activity has irregular
revenue, great variations will be reported. Property Development may well show deficits in some years and large
surpluses in others. This is because the property strategy results in varying sales from year-to-year.

In these statements all the businesses have generally been assumed to be operators and not owners of the
applicable lands. This means for example, that Ripples is a business activity but the ownership of the land and
building is outside the business activity. The business activity is then nominally charged a rental for use of the
premises. The business activity reports show that if rentals, taxes and similar costs were charged some of the
activities would then need a subsidy in order to pay these costs. As these costs are not charged, only assumed,
the “Subsidy from Council” does not represent an amount actually paid or ever likely to be paid. It represents the
difference between actual surplus and the assumed profit of a commercial operation.

2013 2012 2011 2010 2009
Category 1 Surplus/ Surplus / Surplus/ Surplus / Surplus/
(turnover greater than $2m) (Deficit) (Deficit) (Deficit) (Deficit) (Deficit)
Children's Senvices (609) 137 (606) (1,170) (1,486)
Council Pools (2,653) (1,715) (2,044) (3,501) (2,940)
Penrith Whitewater Stadium (182) (142) 182 (226) )
Property Development (930) (1,338) 2,911 1,609 1,663
Penrith Performing & Visual Arts (1,372) (955) (3,086) (2,862) (3,106)
2013 2012 2011 2010 2009
Category 2 Surplus/ Surplus / Surplus/ Surplus / Surplus/
(turnover less than $2m) (Deficit) (Deficit) (Deficit) (Deficit) (Deficit)
Cemeteries (156) (86) (152) (164) (133)
Tennis Courts (369) (216) (299) (1,309) (115)
St Clair Recreation Centre (332) (159) (196) (378) (358)
Lemongrove Retirement Village (sold 2011) n/a n/a 80 (289) (255)
Halls (1,198) (1,106) (1,161) (4,571) (427)
Contestable Senices 71 (80) ()] 106 60
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Financial Statements

Penrith City Council

General Purpose Financial Statements
for the financial year ended 30 June 2013

Statement by Councillors and Management
made pursuant to Section 413(2)(c) of the Local Government Act 1993 (as amended)

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

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

To the best of our knowledge and belief, these Financial Statements:
® present fairly the Council’s operating result and financial position for the year, and

¢ accords with Council’'s accounting and other records.

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

Signed in accordance with a resolution of Council made on 23 September 2013.

e S A,

Cr Mark Davies‘h Cr Ross Fowler OAM

MAYOR DEPUTY MAYOR

Alan Stoneham Andrew Yigdre

GENERAL MANAGER ACTING RESPONSIBLE ACCOUNTING
OFFICER
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Statements and Notes

INCOME STATEMENT

for the year ended 30 June 2013

1. Original Budgetas approved by Council - refer Note 16

16

Budget Actual Actual
2013 $'000 Notes 2013 2012
Income from Continuing Operations
Revenue:
104,104 Rates & Annual Charges 3a 104,564 98,524
31,245 User Charges & Fees 3b 32,265 31,414
3,375 Interest & Investment Revenue 3c 3,118 4,215
6,853  Other Revenues 3d 6,877 8,862
27,820 Grants & Contributions provided for Operating Purposes 3e f 24,341 36,484
7,326  Grants & Contributions provided for Capital Purposes 3ef 45,271 28,435
Other Income:
Net Share of interests in Joint Ventures & Associated
50 Entities using the equity method 19 727 333
180,773  Total Income from Continuing Operations 217,163 208,267
Expenses from Continuing Operations
78,419 Employee Benefits & On-Costs 4a 76,933 75,899
4,194 Borrowing Costs 4b 3,995 4,064
56,537 Materials & Contracts 4c 51,166 49,673
37,931 Depreciation & Amortisation 4d 19,114 39,034
17,042  Other Expenses 4e 19,159 18,462
537 Net Losses from the Disposal of Assets 5 684 264
194,660 Total Expenses from Continuing Operations 171,051 187,396
(13,887) Operating Result from Continuing Operations 46,112 20,871
(13,887) Net Operating Result for the Year 46,112 20,871
Net Operating Result for the year before Grants and
(21,213) Contributions provided for Capital Purposes 841 (7,564)




Financial Statements %

STATEMENT OF COMPREHENSIVE INCOME
for the year ended 30 June 2013

Actual Actual
$'000 Notes 2013 2012
Net Operating Result for the year (as per Income Statement) 46,112 20,871
Other Comprehensive Income:
Amounts which will not be reclassified subsequently to the Operating Result
Gain (loss) on revaluation of I,PP&E 20b (ii) 36,202 235,521
Total Items which will not be reclassified subsequently
to the Operating Result 36,202 235,521
Total Other Comprehensive Income for the year 36,202 235,521
Total Comprehensive Income for the Year 82,314 256,392
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o

STATEMENT OF FINANCIAL POSITION

as at 30 June 2013

Actual Actual
$'000 Notes 2013 2012
ASSETS
Current Assets
Cash & Cash Equivalents 6a 41,880 45,453
Investments 6b 24,966 16,784
Receivables 7 8,316 9,068
Inventories 8 2,353 2,357
Other 8 1,102 1,117
Total Current Assets 78,617 74,779
Non-Current Assets
Investments 6b 3,000 8,894
Receivables 7 2,215 2,468
Infrastructure, Property, Plant & Equipment 9 2,590,652 2,508,126
Investments accounted for using the equity method 19 3,955 3,228
Investment Property 14 20,719 20,550
Total Non-Current Assets 2,620,541 2,543,266
TOTAL ASSETS 2,699,158 2,618,045
LIABILITIES
Current Liabilities
Payables 10 15,890 14,439
Borrowings 10 8,853 8,413
Provisions 10 27,481 27,641
Total Current Liabilities 52,224 50,493
Non-Current Liabilities
Borrowings 10 57,233 59,849
Provisions 10 952 1,268
Total Non-Current Liabilities 58,185 61,117
TOTAL LIABILITIES 110,409 111,610
Net Assets 2,588,749 2,506,435
EQUITY
Retained Earnings 20 1,920,875 1,874,763
Revaluation Resenes 20 667,874 631,672
Total Equity 2,588,749 2,506,435
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STATEMENT OF CHANGES IN EQUITY
for the year ended 30 June 2013

Retained Reserves  Council Total
$'000 Notes Earnings  (Refer20b) Interest Equity
2013
Opening Balance as per Last Year's Audited Accounts 1,874,763 631,672 2,506,435 2,506,435
Revised Opening Balance (as at 1/7/12) 1,874,763 631,672 2,506,435 2,506,435
Net Operating Result for the Year 46,112 - 46,112 46,112
Other Comprehensive Income
- Revaluations : IPP&E Asset Revaluation Rsve 20D (i) - 36,202 36,202 36,202
Other Comprehensive Income - 36,202 36,202 36,202
Total Comprehensive Income (c&d) 46,112 36,202 82,314 82,314
Equity - Balance at end of the reporting period 1,920,875 667,874 2,588,749 2,588,749

Retained Reserves  Council Total
$'000 Notes Earnings  (Refer20h) Interest Equity
2012
Opening Balance as per Last Year's Audited Accounts 1,853,892 396,151 2,250,043 2,250,043
Revised Opening Balance (as at 1/7/11) 1,853,892 396,151 2,250,043 2,250,043
Net Operating Result for the Year 20,871 - 20,871 20,871
Other Comprehensive Income
- Revaluations : IPP&E Asset Revaluation Rsve 20D (i) - 235,521 235,521 235,521
Other Comprehensive Income - 235,521 235,521 235,521
Total Comprehensive Income (c&d) 20,871 235,521 256,392 256,392
Equity - Balance at end of the reporting period 1,874,763 631,672 2,506,435 2,506,435
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STATEMENT OF CASH FLOWS
for the year ended 30 June 2013

Budget Actual Actual
2013 $'000 Notes 2013 2012
Cash Flows from Operating Activities
Receipts:
104,099 Rates & Annual Charges 105,206 98,811
38,596 User Charges & Fees 34,218 32,612
3,379 Investment & Interest Revenue received 3,385 4,370
38,986 Grants & Contributions 40,522 49,644
- Bonds, Deposits & Retention amounts received 2,604 2,057
3,178  Other 13,960 21,036
Payments:
(77,806) Employee Benefits & On-Costs (77,780) (76,371)
(66,855) Materials & Contracts (57,390) (54,282)
(4,194) Borrowing Costs (3,995) (4,064)
- Bonds, Deposits & Retention amounts refunded (2,436) (1,926)
(13,471) Other (20,392) (25,097)
25,912 Net Cash provided (or used in) Operating Activities 11b 37,902 46,789
Cash Flows from Investing Activities
Receipts:
154,813  Sale of Investment Securities 212,691 184,385
750 Sale of Real Estate Assets 10 -
1,463 Sale of Infrastructure, Property, Plant & Equipment 1,792 784
- Transfers between Cash & Cash Equivalents - 40,500
Payments:
(148,594) Purchase of Investment Securities (215,000) (196,500)
(31,387) Purchase of Infrastructure, Property, Plant & Equipment (38,647) (39,134)
- Purchase of Real Estate Assets (11) (57)
- Transfers between Cash & Cash Equivalents (1,000) -
(22,955) Net Cash provided (or used in) Investing Activities (40,165) (10,022)
Cash Flows from Financing Activities
Receipts:
5,713  Proceeds from Borrowings & Advances 7,108 8,263
4  Deferred Debtors Receipts 2 -
Payments:
(12,693) Repayment of Borrowings & Advances (8,420) (7,656)
- Deferred Debtors & Advances Made - (282)
(6,976) Net Cash Flow provided (used in) Financing Activities (1,310) 325
(4,019) Net Increase/(Decrease) in Cash & Cash Equivalents (3,573) 37,092
4,953 plus: Cash & Cash Equivalents - beginning of year 11a 45,453 8,361
934 Cash & Cash Equivalents - end of the year 11a 41,880 45,453
Additional Information:
plus: Investments on hand - end of year 6b 27,966 25,678
Total Cash, Cash Equivalents & Investments 69,846 71,131
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Please refer to Note 11 for information on the following:
- Non Cash Financing & Investing Activities
- Financing Arrangements
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NOTES TO THE FINANCIAL STATEMENTS
30 June 2013

Note 1—Significant Accounting Policies

The principal accounting policies adopted in the
preparation of these consolidated financial statements
are set out below. These policies have been
consistently applied to all the years presented, unless
otherwise stated.

1. Basis of Preparation

These general purpose financial statements have
been prepared in accordance with Australian
Accounting Standards and Interpretations issued by
the Australian Accounting Standards Board, the Local
Government Act (1993) and Regulation, and the NSW
Local Government Code of Accounting Practice and
Financial Reporting issued by the NSW Division of
Local Government, Department of Premier and
Cabinet. Penrith Council is a not for-profit entity for the
purpose of preparing the financial statements.

a. New and amended standards adopted by
Council

None of the new standards and amendments to
standards that are mandatory for the first time for the
financial year beginning 1 July 2012 affected any of
the amounts recognised in the current period or any
prior period and are not likely to affect future periods.

b. Early adoption of standards

Penrith Council has not elected to apply any
pronouncements before their operative date in the
annual reporting period beginning 1 July 2012.

c. Historical cost convention

These financial statements have been prepared under
the historical cost convention, as modified by the
revaluation of available for sale financial assets,
financial assets and liabilities (including derivative
instruments) at fair value through profit or loss, certain
classes of property, plant and equipment and
investment property.

d. Critical accounting estimates and judgements
The preparation of financial statements requires the
use of certain critical accounting estimates. It also
requires management to exercise its judgement in the
process of applying the Council's accounting policies.
Estimates and judgements are continually evaluated
and are based on historical experience and other
factors, including expectations of future events that
may have a financial impact on the entity and that are
believed to be reasonable under the circumstances.

Penrith Council makes estimates and assumptions
concerning the future. The resulting accounting

estimates will, by definition, seldom equal the related
actual results. The estimates and assumptions that
have a significant risk of causing a material
adjustment to the carrying amounts of assets and
liabilities within the next financial year are set out
below.

e. Critical judgements in applying the entity's
accounting policies

Impairment of Receivables
Council has made a significant judgement about the
impairment of a number of its receivables in Note 7.

Projected Section 94 Commitments
Council has used significant judgement in determining
future Section 94 income and expenditure in Note 17.

2. The Local Government Reporting Entity
The City of Penrith has its principal business office at
Penrith Civic Centre, 601 High Street, Penrith NSW
2750. Penrith Council is empowered by the New
South Wales Local Government Act (LGA) 1993 (as
amended) and its Charter is specified in Section 8 of
the Act.

A description of the nature of Council's operation and
its principal activities are provided in Note 2(b) of this
report.

The General Purpose Financial Statements
incorporate the assets and liabilities of all entities
controlled by Council (the parent entity) and the
results of all controlled entities and Joint Ventures for
the financial period ended 30 June 2013. They include
the consolidated fund and other entities through which
Council controls resources to carry on its functions. In
the process of reporting on the Local Government as a
single unit, all transactions and balances between
activities (for example, loans and transfers) have been
eliminated.

a. The Consolidated Fund

The consolidated fund and other entities through
which Council controls resources to carry on its
functions have been included in the Financial
Statements forming part of this report. Internal
transactions between sections of the reporting entity
have been eliminated in accordance with Australian
equivalents to International Financial Reporting
Standards.

Council operates a number of children’s centres and
includes the transactions associated with these
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Note 1—Significant Accounting Policies (continued)

centres in its consolidated fund. The centres include
18 providing long day care services, 9 providing
before and after school care services, 1 occasional
care service and 5 preschool services. The Penrith
City Children’s Services Co-operative, established in
January 2003, manages the Children’s Centres
(excluding the Glenmore Park Child & Family Centre)
through a delegation under S377 of the Local
Government Act 1993.

The Penrith Performing and Visual Arts Limited (which
administers the Joan Sutherland Performing Arts
Centre and the Penrith Regional Gallery), the City of
Penrith Regional Indoor Aquatic and Recreational
Centre Limited (which administers Ripples), and
Penrith Whitewater Stadium Limited are controlled
entities within the meaning of the accounting
standards. The operating results of these entities
before Council subsidies was a loss of $1.5m for
Penrith Performing and Visual Arts, a loss of $860,000
for Ripples and a loss of $137,000 for the Penrith
Whitewater Stadium. Council each year makes a
resolution to continue to guarantee the operations of
these entities for 24 months from 1 July each year.

Council committees operate the following centres
whose finances are administered independently of
Council. Of these committees, two handed their
operations back to Council during 2012-13. The
contribution to the Financial Statements of each centre
is shown in the table opposite.

Other Council Committees not included in the listing
below include St Marys Combined Pensioners and
Superannuates Association, South Penrith Youth and
Neighbourhood Centre, and North St Marys
Neighbourhood Centre. The operating result for the
year of these Council committees could not be
determined due to their financial records not being
available but are not considered material.

b. Joint ventures

Jointly controlled assets

The proportionate interests in the assets, liabilities and
expenses of a joint venture activity have been
incorporated in the financial statements under the
appropriate headings. Details of the activity are set out
in Note 19.

Joint venture entities

The interest in a joint venture partnership is accounted
for using the equity method after initially being
recognised at cost. Under the equity method, the
share of the profits or losses of the partnership is
recognised in profit or loss, and the share of post
acquisition movements in reserves is recognised in
other comprehensive income. Details relating to the
partnership are set out in Note 19.

22

2012-13
Committee Operating
Net Assets
Surplus /
(Deficit) $ 2

Andromeda Community 38 8,806
Centre
Arms of Australia Inn (2,177) 1,407
Emu Plains Tennis Complex 7,194 40,973
Masters Hall- U3A 1,831 5,198
North Penrith Community (1,225) 8,382
Centre
Jamison Park Netball 13,485 54,225
Complex
Samual Marsden Road (2,153) (1,261)
Riding Facility
Penrith International (3,141) 13,679
Friendship Committee
Penrith Schools Boatshed 1,127 10,718
Management Committee
Penrith Valley Senior 5,804 55,315
Citizens Centre
Regentville Hall 3,582 44,987
St Marys Development (6,675) 27,252
Committee
The Community Connection 1,447 14,020
Werrington Community (822) 15,931
Cottage
Total 18,315 299,631

Profits or losses on transactions establishing the joint
venture partnership and transactions with the joint
venture are eliminated to the extent of the Council's
ownership interest until such time as they are realised
by the joint venture partnership on consumption or
sale. However, a loss on the transaction is recognised
immediately if the loss provides evidence of a
reduction in the net realisable value of current assets,
or an impairment loss.

Information about joint ventures is contained in Note
19.

3. Revenue Recognition

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




Financial Statements

Note 1—Significant Accounting Policies (continued)

consideration the type of customer, the type of
transaction and the specifics of each arrangement.

Revenue is measured at the fair value of the
consideration received or receivable. Revenue is
measured on major income categories as follows:

a. Rates, Annual Charges, Grants and
Contributions

Rates, annual charges, grants and contributions
(including developer contributions) are recognised as
revenues when Council obtains control over the
assets comprising these receipts. Developer
contributions may only be expended for the purposes
for which the contributions were required but Council
may apply contributions according to the priorities
established in work schedules.

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

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

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

Where grants or contributions recognised as revenues
during the financial year were obtained on condition
that they be expended in a particular manner or used
over a particular period and those conditions were
undischarged at balance date, the unused grant or
contribution is disclosed in Note 3(g). The note also
discloses the amount of unused grant or contribution
from prior years that was expended on Council’s
operations during the current year.

A liability is recognised in respect of revenue that is
reciprocal in nature to the extent that the requisite
service has not been provided at balance date.

b. User Charges and Fees

User charges and fees are recognised as revenue
when the service has been provided, the payment is
received, or when the penalty has been applied,
whichever first occurs.

A provision for doubtful debt is recognised when
collection in full is no longer probable.

c. Sale of Plant, Property, Infrastructure and
Equipment

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

d. Interest and Rents

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

Revenue is measured at the fair value of the
consideration received or receivable. Revenue is
recognised when Council obtains control over the
assets comprising the revenue, or when the amount
becomes an enforceable debt, whichever first occurs.

4. Cash and Cash Equivalents

Cash and cash equivalents includes cash on hand,
deposits held at call with financial institutions, other
short-term, highly liquid investments with original
maturities of three months or less that are readily
convertible to known amounts of cash and which are
subject to an insignificant risk of changes in value, and
bank overdrafts. Bank overdrafts are shown within
borrowings in current liabilities on the Statement of
Financial Position.

5. Receivables

Receivables are recognised initially at fair value and
subsequently measured at amortised cost, less
provision for doubtful debts. Receivables are due for
settlement no more than 30 days from the date of
recognition.

Collectability of receivables is reviewed on an ongoing
basis. Debts which are known to be uncollectible are
written off. A provision for doubtful receivables is
established when there is objective evidence that
Council will not be able to collect all amounts due
according to the original terms of receivables. The
amount of the provision is the difference between the
asset’s carrying amount and the present value of
estimated future cash flows, discounted at the
effective interest rate.

6. Inventories

Raw materials and stores, work in progress and
finished goods are stated at the lower of cost and net
realisable value. Cost comprises direct materials,
direct labour and an appropriate proportion of variable
and fixed overhead expenditure, the latter being
allocated on the basis of normal operating capacity.
Costs are assigned to individual items of inventory on
the basis of weighted average costs. Net realisable
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Note 1—Significant Accounting Policies (continued)

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 is stated at the lower of cost and
net realisable value. Cost is assigned by specific
identification and includes the cost of acquisition,
development and borrowing costs during
development.

When development is completed, borrowing costs and
other holding charges are expensed as incurred.
Borrowing costs included in the cost of land held for
resale are those costs that would have been avoided if
the expenditure on the acquisition and development of
the land had not been made. Borrowing costs incurred
while active development is interrupted for extended
periods are recognised as expenses.

Non-current assets are classified as held for sale and
stated at the lower of their carrying amount and fair
value less costs to sell if their carrying amount will be
recovered principally through a sale transaction rather
than through continuing use. The exception to this is
plant and motor vehicles which are turned over on a
regular basis — these are retained in property, plant
and equipment.

An impairment loss is recognised for any initial or
subsequent write down of the asset to fair value less
costs to sell. A gain is recognised for any subsequent
increases in fair value less costs to sell of an asset,
but not in excess of any cumulative impairment loss
previously recognised. A gain or loss not previously
recognised by the date of the sale of the non-current
asset is recognised at the date of derecognition.

Non-current assets are not depreciated or amortised
while they are classified as held for sale.

Non-current assets classified as held for sale are
presented separately from the other assets in the
Statement of Financial Position.

7. Investments and Other Financial Assets
Council classifies its investments in the following
categories: financial assets at fair value through profit
or loss, loans and receivables, held-to-maturity
investments, and available-for-sale financial assets.
The classification depends on the purpose for which
the investments were acquired. Management
determines the classification of its investments at
initial recognition and re-evaluates this designation at
each reporting date.
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a. Financial Assets at Fair Value through Profit or
Loss

All financial assets acquired for the purpose of
generating a profit from short-term fluctuations in
price, or part of a port