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ITEM 17 PRE-AUDIT RUSH FINANCIALS - 30 JUNE 2021 

This report presents the preliminary pre-audit rush financial results for the year ended 30 June 2021. This 
result will change for the external valuation of CivicRisk and has the potential to change through the 
external audit process. 
The pre-audit financials for June 2021 show an Operating Result [pre-capital] surplus of $2.1M and 
Operating Result surplus of $36.9M. 
The pre-audit financial results compared to budget are favourable over the key performance indicators. 
The Operating Result [pre-capital] shows favourable variance of $15.1M, while the Funds Available from 
Operations Result, which better reflects the underlying improvement in Council’s capacity from operations 
is $6.1M favourable compared to budget. In addition to improvement in operational results, there was a 
favourable financial variance in the capital works expenditure that led to the Total Funds Result variation 
of $15.6M. 
The Statement of Financial Position at the end of the period indicates that there is enough cash to support 
external restrictions. 
Council expended $81.3M on its Capital Works Program compared to a budget of $89.0M, although $3.1M 
of this expenditure was transferred to operation expense as it did not meet Council’s capital thresholds for 
capitalisation at year end. 

RECOMMENDATIONS 
1 The financials be received and noted. 
2 That $5M be transferred to the Property Investment Fund and $10.6M be transferred to the Strategic 

Projects Restricted Asset from the improved funds result of $15.6M. 

REPORT AUTHORISATIONS 
Report of: Brian Jenkins, Chief Financial Officer 
Authorised by: Renee Campbell, Director Corporate Services - Connected + Engaged City 

ATTACHMENTS 
1 Financial Statements - June 2021 
2 Capital Project Report - June 2021 

 

BACKGROUND 
This report presents the pre-audit Financial Performance of the organisation for June 2021. The below 
table provides a summary of the organisation’s overall financial results for the year. 
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FINANCIAL PERFORMANCE 
The preliminary June 2021 Operating Result [pre-capital] of $2.1M is a favourable variance compared to 
budget of $15.1M. Although this variation includes substantial end of year non-funds adjustments like 
revaluations, depreciation expense, loss on disposals and reclassifications from capital to operating, it also 
includes improvements against operational budgets for COVID-19 provision (not required) $4.0M, centrally 
controlled budgets $3.0M and savings across the services and projects $2.2M. This is offset by some of 
the Capital Works Program being transferred to operating from the current and prior years. 
The Operating Result of $36.9M is a positive variance of $18.4M compared to budget. This includes the 
net variation above increased by a higher level of capital grants and contributions of $3.3M. 
The Funds Available from Operations indicates a favourable variation of $6.1M. This result excludes 
non-cash variations and transfers to and from Restricted Assets but includes the variation in cash 
payments for Employee Entitlements. This result best represents the operational budget variations that 
impact our funding position and current financial capacity. 
The Total Funds result as at 30 June 2021 has a favourable variance of $15.6M compared to budget. This 
variation includes the Funds Available from Operations together with variation in the Capital Budget. The 
favourable financial variance in the Capital Budget of $9.5M was after the $3.1M of the expenditure from 
the program was transferred to operational expense as they did not meet the accounting thresholds for 
capitalisation. 
At the end of June, the Capital Works Program had an expenditure of $81.3M compared to a budget of 
$89.0M. This result includes the $3.1M subsequently moved from capital to operating for the current 
financial year. 



Ordinary Meeting of Council 2 August 2021 491 

The preliminary pre-audit financial result has been impacted by a number of end of year variations relating 
to valuation and reclassification, including: 

• Revaluation of the waste facility provision +$5.6M 

• Revaluation of employee leave entitlements provision +$3.7M 

• Reclassification of current year capital to operating -$3.1M 

• Reclassification of prior year works in progress to operational -$2.3M 

• Revaluation of the workers compensation provision -$1.9M 

• Loss on disposal of assets -$2.0M 

• Transition of CivicRisk Mutual -$0.8M 
The loss on disposal of assets relates to the replacement of assets that have not been fully depreciated 
and have a book value at the time of disposal ($3.5M). This has been partially offset by the proceeds on 
the sale of plant and equipment ($1.5M). 
From 1 July 2020, the CivicRisk entities previously recognised as joint ventures were legally combined 
into CivicRisk Mutual Ltd, a company limited by guarantee. Through this process the three joint ventures 
novated their assets, liabilities and member surpluses into the new entity. This transition required Council 
to recognise the new entity as a financial asset through the profit and loss at fair value. The entity was 
recognised as a Joint Venture valued at $3.5M on 30 June 2020. On 1 July 2020, the asset was transferred 
to Financial Assets at the fair value of Council’s interest in the new entity. This value was calculated on a 
present value basis to be $2.8M causing a movement of $0.8M as a non-cash transaction through profit 
and loss. The valuation of Council’s interest in the CivicRisk entity as at 30 June 2021 has not yet been 
received. Following the receipt of this information, any variation to the current fair value will be recognised 
through the income statement. 
This improvement in financial performance provides additional capacity for the future and the opportunity 
to reinstate some funding that was redirected towards emergency COVID-19 requirements in 2020. The 
COVID-19 pandemic response strategy included the redirection of funds held for future investment 
(Strategic Projects $4.0M and Property Investment $5.0M) and the use of Council’s Available Funds with 
a future budget commitment to reinstate these funds over the following five years. The financial forecasts 
that are contained in the Adopted 2021-2022 Operational Plan include the repayment of funds drawn from 
the Property Investment Fund (PIF) of $5.0M and a savings program to 2024-2025 to achieve this. The 
long-term financial projections do not include a planned reimbursement for Strategic Projects Restricted 
Asset although annual improvements against budget are traditionally directed to this restriction when 
available. 
It is also recognised that while the net financial impacts of COVID-19 were better than anticipated in 
2020-2021, the prolonged impacts and, especially the start to 2021-2022, will require much of those funds 
to be carried forward into the current year. It is proposed that the Property Investment Fund be repaid at 
year end to extinguish that internal debt $5.0M and that the remaining $10.6M be allocated to the Strategic 
Projects Restricted Asset to, in the first instance, be available to support COVID-19 support provisions and 
operations impacts during 2021-2022 and then future actions determined through the cyclical planning 
process. 
By doing this, the initial transfers to restricted assets can be processed as end of year transactions 
consistent with prior years and decisions relating to allocation of these funds can be made in the current 
year through Council resolution and budget review. A separate report is included in the August Council 
meeting to consider COVID-19 support and actions in the current period. Any allocations of funds from 
those considerations will be allocated from the Strategic Project Restricted Asset. 
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FINANCIAL POSITION 
Council’s cash and investments increased during June 2021 to holdings of $172.0M compared to $156.5M 
at the end of May 2021. This increase includes the reallocation of $2.7M for CivicRisk to Cash and 
Investments. A significant portion of these funds are subject to restriction meaning they can only be utilised 
for specific purposes. As a result, Council’s true available cash position is more accurately depicted by 
considering available funds that are uncommitted and not subject to restriction. 

External restrictions are funds that must be spent for a specific purpose and cannot be used by Council 
for general operations. Internal restrictions are funds that Council has determined will be used for a specific 
future purpose, although Council may vary that use by resolution of Council. Further details on the internal 
and external restrictions can be found in the Cash Flow Statement (Attachment 1). 
The level of cash and investments in Council’s available funds position is significantly higher than the 
Financial Strategy target range of 3.5% to 5.5% of operational revenue (pre-capital) due to significant 
funds improvements across the 2020-2021 year. 
The Unrestricted Current Ratio measures the Council’s liquidity position or ability to meet short term 
obligations as they fall due. The below graph reflects Council’s performance against the Local Government 
benchmark of greater than 1.5 times. 

 March QR 
2020/21 

 $M  $M  $M  $M 

Total Cash and Investments 157.5        114.2        132.3          172.0            

Less Restrictions:
External 74.7 73.7 69.3 78.1
Internal 62.7 39.0 49.5 55.1
CivicRisk Investment 2.7
Total Restrictions 137.4        112.7        118.8          135.9            

Available Cash 20.1          1.6            13.5            36.1

Adjusted for :
Payables (30.6) (26.2) (26.6) (28.2)
Receivables 21.7 23.7 24.5 21.9
Other 14.2 12.5          10.9            9.3

Net Payables & Receivables 5.3            10.1          8.8 2.9 

Available Funds 25.4          11.6          22.2            39.0              

CASH, INVESTMENTS & AVAILABLE FUNDS

 Actual 
2019/20 

 Original 
Budget 

2020/21 
 Actual YTD 
June 2021 
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Borrowings 
Council continues to have financial strength in its low level of borrowing. The Debt Service Cover Ratio 
measures the availability of operating cash to service debt including interest, principal and lease payments. 
Council’s Debt Service Cover Ratio as at June 2021 exceeds the Local Government benchmark of greater 
than two times. 
Council’s Financial Strategy includes provision for additional borrowing in the future and Council will 
consider borrowing opportunities from time to time to bring forward the completion of capital projects where 
immediate funding is not available. 
Provisions 
Provisions represent the Council’s obligation to make future payments as a result of past events. 
Provisions are revalued each financial year with any movements recognised through profit and loss. The 
value of provisions has reduced from $100.9M in 2019-2020 to $96.9M in 2020-2021. This movement 
predominately relates to the revaluation of the employee leave entitlements, workers’ compensation and 
waste facility provisions. 
Employee leave entitlements reflect the current value of the future payments, which are discounted based 
on published long term government bond rates. The overall decrease in the provision of $1.4M is impacted 
by valuation changes (-$3.7M) including changes in discount rates (-$1.9M), the estimated salary 
increases as a result of the new enterprise agreement (-$2.0M) and an increase in the superannuation 
contribution percentage from 9.5% to 10% (+$0.2M) offset by the impact of movement in the leave 
balances of employees (+$2.3M). As a result of these factors the movement within the provision was $4.3M 
lower than anticipated. 
The workers’ compensation provision is valued by an external actuary. As at 30 June 2021, the value of 
the provision increased by $1.9M as a result of a change in methodology that increased the value of 
existing claims. This increase was $1.6M higher than anticipated. 
The provision for the remediation of Council’s waste facility is calculated based on the forecast costs to 
rehabilitate the site. During the prior financial year, the reduction in the provision exceeded the carrying 
value of the corresponding tip asset and therefore all further adjustments are recognised through Other 
Expenses. The provision was reduced by a further $5.6M in 2020-2021 as a result of reductions to the 
forecast rehabilitation costs and changes to the discount rates applied.  

J A S O N D J F M A M J
Monthly Result 2.82 2.15 1.94 2.15 1.95 1.78 1.99 1.86 2.32 2.22 2.06 2.27
Target 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50

 -

 0.50

 1.00

 1.50

 2.00

 2.50

 3.00

Ra
tio

Unrestricted Current Ratio

Monthly Result Target
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Infrastructure, Property, Plant & Equipment 
The Statement of Financial Position shows that $2.69B of assets (written down value) are controlled and 
managed by Council for the community as at 30 June 2021 compared to $2.66B at 30 June 2020. 
During 2020-2021, Council’s open space and recreation, swimming pools and other assets were revalued. 
The $11.5M increase to the fair value of these asset classes was recognised through the asset revaluation 
reserves meaning there was no impact on the Operating Result in the current financial year, however, will 
have an impact on the depreciation expense moving forward. 
Asset contributions of $12.5M were recognised during 2020-2021. These contributed assets are mainly 
the result of development activities. 
At the time of preparing this report, the valuation for Council’s investment property as at 30 June 2021 was 
not available. Any variation to the current valuation will be processed following the receipt of this 
information. 
Accounting Standards 
For the year ended 30 June 2021, AASB 1059 Service Concession Arrangements: Grantors is applicable 
to Council for the first time. A review of the standard found there is no impact on Council as no 
arrangements are in place which fall under this accounting standard. 

PLANNING AND POLICY IMPACT 
This report contributes to the delivery of Wollongong 2022 goal ‘We are a connected and engaged 
community’. It specifically delivers on the following: 

Community Strategic Plan Delivery Program 2018-2022 Operational Plan 2021-2022 
Strategy 4 Year Action Operational Plan Actions 

4.3.2 Resources (finance, 
technology, assets and 
people) are effectively 
managed to ensure long term 
financial sustainability 

4.3.2.1 Effective and transparent 
financial management 
systems are in place 

Monitor and review achievement of Financial 
Strategy 

Continuous budget management is in place, 
controlled and reported 

Provide accurate and timely financial reports 
monthly, quarterly and via the annual 
statement 

CONCLUSION 
The pre-audit rush financial result at the end of June is positive across the key performance indicators. 



Ordinary Meeting of Council 
Item 17 - Attachment 1 - Financial Statements - June 2021 2 August 2021 495 



Ordinary Meeting of Council 
Item 17 - Attachment 1 - Financial Statements - June 2021 2 August 2021 496 



Ordinary Meeting of Council 
Item 17 - Attachment 1 - Financial Statements - June 2021 2 August 2021 497 



Ordinary Meeting of Council 
Item 17 - Attachment 2 - Capital Project Report - June 2021 2 August 2021 498 



Ordinary Meeting of Council 
Item 17 - Attachment 2 - Capital Project Report - June 2021 2 August 2021 499 



Ordinary Meeting of Council 
Item 17 - Attachment 2 - Capital Project Report - June 2021 2 August 2021 500 



Ordinary Meeting of Council 
Item 17 - Attachment 2 - Capital Project Report - June 2021 2 August 2021 501 




