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Introduction

Letter to the Minister

The Hon. Gabrielle Upton MP
Minister for Local Government
Minister for the Environment
Minister for Heritage
Parliament House

Macquarie Street

SYDNEY NSW 2000

Dear Minister

| am pleased to submit for presentation to Parliament the Annual Report for the Office
of Local Government for the year ending 30 June 2018.

This report has been prepared in accordance with the provisions of the Annual Reports
(Departments) Act 1985 and the Annual Reports (Departments) Regulation 2015.

Yours sincerely

Tl

Tim Hurst

Chief Executive

Office of Local Government
26fefi g
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Chief Executive foreword

In 2017-18, the Office of Local Government (OLG) delivered on some significant priorities
to improve the way councils operate and interact with each other and with the
Government.

The successful establishment of joint organisations in regional NSW was the culmination of
five years of hard work and it was pleasing to see more than 90 per cent of councils
resolve to join one of the new regional bodies. These new organisations will allow councils
to work across traditional boundaries to help drive better planning, economic
development and service delivery in regional NSW.

As part of the Government’s ongoing commitment to strengthening collaboration with the
local government sector, OLG also established a new Council Engagement Team. The
team is strengthening relationships between State and local government through regular
and ongoing contact with local councils to quickly identify and address emerging issues
and keep them informed about relevant policies and programs.

Throughout the year, we also made significant progress on developing a new Model
Code of Conduct and Model Code of Meeting Practice for councils in NSW as well as
Councillor Induction and Professional Development Guidelines. These initiatives are part of
the Government’'s ongoing commitment to helping local councils to strengthen their
performance, integrity and accountability.

OLG has also assisted other State agencies to implement reforms and programs involving
local councils including changes to management of Crown land and biodiversity,
improving staff skills and training in local government, China’s National Sword policy and
Return and Earn. The agency also continued work to improve the NSW Companion
Animals Registry and review the Companion Animals Regulation 2008 to promote
responsible pet ownership and strengthen animal welfare outcomes.

In 2017-18, OLG further supported councils to improve their financial sustainability and
reporting. A further two councils were assessed as meeting the Government’s key financial
benchmarks. We also worked with the Auditor-General and Audit Office to implement
recommendations from their audit of councils’ 2016-17 financial statements and three
sector-wide performance audits.

In our regulatory role, OLG supported a Performance Improvement Order and Public
Inquiry into Blue Mountains City Council as well as investigations intfo the conduct of other
councils and councillors.

| would like to thank the hard working and professional staff of OLG and the ongoing
dedication and commitment of council staff and councillors across the State in assisting us
to deliver the achievements and results detailed in the Office of Local Government’s
Annual Report for 2017-18.

Tim Hurst

Chief Executive
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SECTION 1: About us
What the Office does

OLG is the NSW Government’s primary agency to ensure the modern and effective
regulation of local government across the State.

The agency has a policy, legislative, investigative and program focus in matters ranging
from local government finance, infrastructure, governance, performance, collaboration
and community engagement.

OLG works collaboratively with the local government sector to help ensure the
sustainability of local councils and improve their capacity to deliver key services and
infrastructure to their communities. It is the key adviser to the NSW Government and
Minister for Local Government on local government matters.

Principal legislation

The principal Acts administered by OLG are the City of Sydney Act 1988, the Companion
Animals Act 1998, the Impounding Act 1993 and the Local Government Act 1993. Until 1
January 2018, OLG was also responsible for the administration of the Swimming Pools Act
1992 when it was transferred to the Department of Finance, Services and Innovation.

Lord Howe Island Board

OLG supports the Lord Howe Island Board, which is established by the Lord Howe Island
Act 1953 and is responsible to the Minister for Local Government. The Board prepares a
separate annual report under its legislation.

OLG provides advice and support to the Board, as necessary, and acts as the liaison
between the Board's staff and the Minister, and other State Government agencies as
required.

High level budget summary for the year

The initial total budget for 2017-18 was $255 million.

Key budget items included:
e Local Government Reform Program - $133.12 million
e Pensioner Concession Scheme - $78.5 million
e Local Infrastructure Renewal Scheme - $15.94 million
e Companion Animals Program - $8.20 million
e Lord Howe Island Board Grant - $5.83 million

e Fire and Emergency Services Levy - $4.0 million.
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Structure

At June 2018, OLG comprised six key divisions.

Policy and Sector Development

Policy and Sector Development focuses on strengthening the local government sector
through the development and implementation of policies, programs and other initiatives.
It works closely with the sector, government agencies and other stakeholders, and has a
whole-of-sector approach to its activities.

The group is responsible for providing leadership and guidance on council governance
issues, policy advice, and local government reform.

Sector Perfformance and Intervention

Sector Performance and Intervention monitors individual council compliance with
legislative and regulatory requirements and intervenes where necessary.

This group also delivers programs to assist OLG to achieve its key objectives such as the
Responsible Pet Ownership Program.

It is also responsible for reviewing and assessing all statutory applications, and
administering council grants programs.

Business Services

Business Services provides support and assistance to the Minister's Office and OLG senior
executive including managing critical relationships and correspondence.

It also provides OLG with client services, information technology, and human resource,
financial and other support frameworks that enable the organisation to operate efficiently
and effectively.

Legal

Legal provides quality legal support and advice to OLG and each of its teams, as well as
the Lord Howe Island Board. It also plays a key role in the legislative and enforcement
program and maintains the governance and risk management frameworks.

Reform Implementation

Reform Implementation leads the NSW Government’s local government reform program.
It is responsible for delivering key reform initiatives including the support and engagement
of new councils and joint organisations.

Communications

Communications supports the Minister and agency by providing accurate and timely
communications and media advice and materials.
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Organisational chart

This chart represents the structure as at 30 June 2018.

Minister for Local Government

The Hon. Gabrielle Upton MP

Chief Executive

Director, Reform* ' Chief Executive
Chris Presland UL T \ Lord Howe Island
*tfemporary position | Penny Holloway
Director, Legal Director, Sector Director, Director, Policy & Director, Business
Grant Gleeson Performance and Communications Sector Improvement
Intervention Mark Nolan Development Alan Dalton
Chris Allen Melissa Gibbs

As at 30 June 2018 the Chief Executive of OLG held the following qualifications: Master of
Applied Finance and Investment, Bachelor of Economics, Bachelor of Science, and Fellow
of the Financial Services Institute of Australia.
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Key priorities

Throughout the year, OLG continued to develop and implement key reform priorities to
create a stronger, modern and effective system of local government. This culminated with
the successful establishment of joint organisations in regional NSW and a new Council
Engagement Team.

OLG continued working with key stakeholders and facilitating sector and interagency
collaboration on issues including:

e Reforms to Crown reserve management

e Local Government Skills Strategy

e Review of the Companion Animals Regulation 2008

e Return and Earn

e Code of Accounting Practice and Financial Reporting
e Biodiversity Offset Scheme.

OLG also continued to support high standards of intfegrity and performance in local
councils through development of draft new Model Code of Meeting Practice, Councillor
Induction and Professional Development Guidelines and Model Code of Conduct for
Local Councils in NSW.

Following council elections in September 2017, Hit the Ground Running workshops were
held across NSW to support new and existing councillors to understand and meet their
roles and responsibilities.

OLG continued to support local councils through the following projects:

¢ Implementing the Auditor-General's inaugural audit of councils’ 2016-17 financial
statements;

e Confinuing work to support and upgrade the public access online portal to the
NSW Companion Animals Registry; and

e Administering the highly successful Responsible Pet Ownership Education Program.

OLG continued to monitor legislative and regulatory compliance of the local government
sector, including supporting Public Inquiries into Blue Mountains City Council under section
438U of the Local Government Act 1993 and a formal investigation into Warrumbungle
Shire Council.

The following are the changes in Acts and subordinate legislation administered by OLG in
2017-18:

e Companion Animals and Other Legislation Amendment Act 2018 (jointly with the
Department of Primary Industries). Assented to 27 June 2018 with certain provisions
commenced on 1 July 2018;

e Local Government Amendment (Regional Joint Organisations) Act 2017. Assented
to 30 November 2017.
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Stakeholders and staff

OLG provides high-quality services to councils, members of the public and other
government agencies.

OLG continued to undertake collaboration and engagement with key stakeholders in its
strategic and operational planning. This ongoing commitment is also reflected in the
agency's workforce professional development planning and management of staff.

During 2017-18, OLG established a new six-member Council Engagement Team to
strengthen support and collaboration with councils and joint organisations.

OLG also provided guidance, materials and other support to councils on administering the
Integrated Planning and Reporting Framework (IP&R) and meeting their responsibilities
under the Local Government Act 1993. IP&R assists councils to undertake comprehensive
planning for the delivery of services that meet the needs of their communities.

OLG's staff are essential to delivering its statutory and stakeholder support functions. The
agency remains committed to providing staff with a healthy, supportive and collegiate
workplace.

During the year, OLG provided training and information to staff on managing complaints,
workforce tools, professional development planning, communications, working effectively
in feams, workplace health and safety, and maintaining a respectful working
environment.
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SECTION 2: Our Achievements

Joint organisations

In May 2018, the NSW Government proclaimed 11 joint organisations comprising more
than 70 councils following extensive consultation and engagement with the local
government sector. Over 90 per cent of councils resolved to join a joint organisation with
their neighbours, with a number of regions recording a 100 per cent take-up rate.

Joint organisations comprise member councils, State agencies and other key stakeholders
and will transform the way in which state and local government work together to address
the issues that matter most for regional communities.

The 11 new joint organisations are: Canberra Region, Central NSW, Hunter, llawarra
Shoalhaven, Mid North Coast, Namoi, New England, Northern Rivers, Orana, Riverina and
Murray, and Riverina.

Council elections

Elections were held on ? September 2017 for:
e new councils created in 2016;

e councils whose elections were delayed because they were subject to merger
proposals; and

e The Hills Shire Council following deferral of its 2016 ordinary election on advice from
the NSW Electoral Commission.

The Government encouraged diverse representation and ensured candidates understood
a councillor's role and responsibilities. OLG developed resources for candidates and
councils including a “Stand for your community” guide and other brochures and flyers.
The agency also provided resources to encourage women, Aboriginal and Torres Strait
Islander people and people from culturally and linguistically diverse backgrounds to stand
for their local council.

Following the elections, OLG conducted councillor induction workshops covering
councillors’ roles and responsibilities and ethical obligations, council meeting practice,
integrated planning and reporting, and ongoing councillor professional development.

Companion animails

OLG supported the passage of the Companion Animals and Other Legislation
Amendment Act 2018, which was passed by the NSW Parliament on é June 2018 and
assented to on 15 June 2018. These reforms continued to implement the Government’s
response to the Joint Select Committee on Companion Animal Breeding Practices in NSW,
and a recent statutory review of the Companion Animals Regulation 2008. The changes
also supported the Government’s ongoing commitment to promoting responsible pet
ownership across NSW.

Changes to the Companion Animals Act include:

e introduction of annual permits for dogs of a restricted breed or declared dangerous
and cats not de-sexed by four months of age;
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e 4 new requirement for people selling dogs and cats to display an identifying
number in advertisements. The public can search these numbers for free to verify
key details about cats and dogs and ensure breeders are subject to the scrutiny of
authorities;

e increased penalties and penalty notice amounts for some offences; and

e changes to access and use of data in the Companion Animals Register and NSW
Pet Reqistry.

Council Engagement Team

OLG has created a Council Engagement Team as the first step towards changing the way
in which the agency engages with councils, state agencies and the broader local
government sector. The tfeam has been established to:

e develop and build relationships with councils, county councils and joint
organisations;

e identify and address emerging issues affecting councils; and

e provide information on key Government policies and programs.

Councillor misconduct and pecuniary
inferest matters

During the reporting period, OLG handled 38 referrals of councillor misconduct and 26
alleged contraventions of the pecuniary interest provisions of the Local Government Act
1993. OLG commenced two misconduct investigations and one pecuniary interest
investigation.

The NSW Civil and Administrative Tribunal (NCAT) determined two misconduct matters
during 2017-18 and one pecuniary interest matter. The NCAT determinations resulted in the
reprimand of two councillors and the two month loss of remuneration for a third councillor.

Infervention

During the reporting period the Chief Executive authorised an investigation under section
430 of the Local Government Act 1993 into aspects of the operation of Warrumbungle
Shire Council.

Responsible pet ownership

OLG continued work to improve the public access portal to the NSW Companion Animals
Register. The NSW Pet Registry enables pet owners and breeders to create an online
profile, tfransfer the ownership of pets using their microchip number, pay their once only
lifetime registration fee and update contact details to enable lost pets to be returned
home.

OLG confinued to administer the very successful Responsible Pet Ownership Education
Program. This program targets three key groups: primary school children, preschool
children, and parents expecting a new baby. The program delivers ‘Living Safely with Pets’
educating children aged 5-8 in primary schools; ‘Living Safely with Dogs’, teaching
preschool children how to interact safely with dogs; and ‘We are Family’, advising
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expectant and new parents on how to prepare their pets for a new baby’s arrival.

During 2017-18, there were 803 primary school sessions feaching 75,770 children and 1,162
preschool sessions teaching 31755 children how to live and interact safely with pets. The
‘We are Family’ Program operates in over 80 maternity hospitals and more than 300 early
childhood centres in NSW.

Local Government Infrastructure Renewal
Scheme

OLG administers provides loan subsidies to councils to fund infrastructure backlog works
under the Local Government Infrastructure Renewal Scheme.

The agency delivered $13.3 million in interest subsidy claims to eligible councils in 2017-18.
OLG has so far paid a total of $66.9 million in interest rate subsidies to councils. There were
166 approved projects of which 134 were completed. The scheme has unlocked $821
million in council investment and it will confinue until 30 June 2025.

Transition to Auditor-General

The Auditor-General oversees the auditing of councils’ annual financial statements and
conducts performance audits to facilitate improvements in consistency, reliability and
quality of financial reporting and public accountability in the local government sector.

During 2017-18, OLG worked with the Auditor-General and the Audit Office to implement
the recommendations from the inaugural report on the audit of councils’ financial
statements. During 2017-18, the agency also worked with the Audit Office to implement
the recommendations of performance audits, which focus on identifying best practice
and how to improve performance across the sector in the areas of council reporting on
service delivery, shared services and fraud control.

Local Government Grants Commission

The primary function of the Local Government Grants Commission is to make
recommendations to the Minister for Local Government on the allocation of general
purpose grants to local councils under the provisions of the Local Government (Financial
Assistance) Act 1995 (Cwilth). During 2017-18, NSW councils received total payments of
$748,503,677 in federally funded Financial Assistance Grants. The payments made to
councils in 2017-18 comprised:

o $366,986,295 for the second half of the 2017-18 grant (affer half was paid in
advance on 8 June 2017); and

e $381,517,382 - an advance amount of half the 2018-19 grant, paid to councils on
21 June 2018.

Monitoring role

OLG monitors the financial performance of all councils in NSW and utilises its Sector
Performance and Intervention group to oversee its council monitoring framework and
activities. Monitoring is undertaken in a variety of ways including an annual review of
each council’s financial reports, investigating information supplied by councils and the
community, observing meetings and visiting councils to discuss issues of concern.
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During 2017-18, the OLG continued to collate and provide quality information to both
councils and the community on the financial performance, service delivery, governance
and asset management results of councils against key performance measures. This
information has been published, as time series data, on the OLG website.

The Sector Performance and Intervention group also completed a third round
reassessment of council improvement proposals to ensure local councils continued to
strengthen their financial position, enabling them to deliver quality services and
infrastructure to their communities.

During 2017-18, OLG continued to monitor the legislative and regulatory compliance of
the local government sector, including assessing applications from councils to
compulsorily acquire land, make changes to local government boundaries, grant leases
and licences over community land, and assessed proposals to enter into a Public Private
Partnership or undertake capital projects for the provision of public infrastructure or
facilities.

During the reporting period, OLG also worked with relevant councils and the Valuer
General to implement changes to the methodology for the valuation of coal mines,
attended local government forums, and collated and provided responsible pet ownership
information to councils and the community.

OLG processed the following applications in 2017-18:

e Compulsorily acquire land - 69 applications received for assessment, 90 assessed
including applications carried over from previous years and 65 finalised;

e Local government boundaries - 7 applications received;
e Public Private Partnerships - 7 applications received;
e CAPEX - 17 applications received;

e Leases and licences - 4 applications received.

Research and development

OLG did not undertake any research and development activities during 2017-18.
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SECTION 3: How we operate

Staff policies

Personnel

OLG works closely with the Planning and Environment Cluster’s Corporate Services division
to provide staff with an efficient suite of support services, including payroll, information
and communications technology, recruitment, human resources, industrial relations and
governance.

All personnel policies and procedures are provided to staff via OLG's infranet. During the
reporting year OLG reviewed and updated a number of policies to enhance alignment
with other cluster agencies, and facilitate the effective delivery of services.

Supporting diversity

The Planning and Environment Cluster has prepared a range of policies that support an
inclusive workplace for all people. OLG is represented in the Cluster’s Disability Inclusion
Action Plan and Multicultural Plan, and other initiatives that are aligned with the
Government's commitments to diversity, including gender, Aboriginality, age and
disability.

During 2017-18 OLG worked with the Public Service Commission to promote job
opportunities to the Aboriginal community, and has increased the proportion of
employees who are Aboriginal or Torres Strait Islander people. The proportion of OLG staff
who are women increased to 61.5%.

OLG also holds annual events to celebrate diversity and support workforce cohesion
including International Women's Day, Harmony Day and Bring Your Dog to Work Day.

Industrial relations

OLG has a Workplace Consultative Arrangements policy developed in consultation with
staff and the Public Service Association. It also holds quarterly Joint Consultative
Committee meetings to discuss and resolve emerging issues.

Privacy Management Plan

OLG has a Privacy Management Plan in compliance with the provisions of the Privacy and
Personal Information Protection Act 1998.

During 2017-18 OLG adopted a revised Code of Ethics and Conduct, which aligns with
codes adopted across the Planning and Environment Cluster, and is consistent with the
Code of Ethics and Conduct for NSW Government Employees.

Workplace Health and Safety

OLG has a Workplace Health and Safety Committee. The committee meets quarterly.

Committee members regularly undertook workplace assessments in 2017-18 and identified
minor issues requiring rectification.

Training was delivered to frontline staff on dealing with difficult customers, and OLG senior
executives attended refresher workshops on workplace health and safety.
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OLG staff are also provided with access to an Employee Assistance Program, which is a
confidential and optional counselling service to assist people to resolve personal or work-
related problems.

Claims and reports

Accidents and incidences Count

Slip/trip/fall at work 0
Slip/trip (journey) 0
Lifting 0
Cuts/burns 0
Driving/car related 0
Psychological 1
Other 1
TOTAL 2

2017-18 $46,252

Overseas fravel

No staff travelled overseas during the reporting period.
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Staff profile

Staff profile by employment category

Staff 2015-16 2016-17 2017-18
numbers by

category Women TOTAL Women TOTAL Men Women TOTAL
Permanent 23 34 57 23 34 57 20 29 49
full fime

Permanent

part fime 0 2 2 0 2 2 0 7 7
Temporary 9 13 22 6 1 17 2 9 1
full fime

Temporary 0 0 0 0 0 0 0 3 3
part time

Contract SES

/SEB 5 3 8 5 3 8 5 1 6
Contract

nON-SES 1 1 2 0 0 0 0 0 0
Training 0 0 0 0 0 0 0 0 0
positions

Retained 0 0 0 0 0 0 0 0 0
staff

TOTAL 38 53 91 34 50 84 32 50 76

Workforce diversity

Workforce Diversity* m 2016-17 2017-18

Women 57.5% 59.3% 61.5%
Aboriginal People and Torres Strait Islander 3.4% 2.5% 6.1%
People whose language spoken as a child was not English 5.7% 7.4% 8.4%
People with a disability 2.3% 4.9% 8.1%
People with a disability requiring work related adjustment 2.3% 3.7% 5.8%

*Workforce diversity group numbers are less than 20, therefore frends and distribution are
not identified.
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Senior Executive

2017-18 Senior Executive Positions (including Lord Howe Island Board)

Number of Senior 2016-17 2017-18

Executives by Band*

Female Male Female
Band 4 0 0 0 0
Band 3

Band 2

Band 1

w | w | o o
N N O O

Totals

8* 8*

* The senior executive figures contain a number of temporary positions for the
implementation of local government reform.

Remuneration by 2016-17 2017-18

Remuneration Remuneration

Band 4 $452,251 - $522,500 $0 $463,551 - $535,500 $0
Band 3 $320,901 — $452,250 $338,389 $328,901 — $463,550 $360,000
Band 2 $255,051 - $320,900 $0 $261,451 - $328,900 $0
Band 1 $178.850 — $255,050 $182,933 $183,300 — $261,450 $200,112
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Consultancies, Funds & Grants Paid

Consultancies of value less than $50,000

Purpose of consultant Number of consultancies

Companion animals 1 $40,000
Local government reform 1 $21,000
TOTAL 2 $61,000

Consultancies of value more than $50,000

Consultants Project _

Acil Allen Consulting Pty Ltd Companion animals $150,369
Project Management Partners Pty Ltd zg%;qgrgrzzzsﬂgggg? project $260,078
JMC Project Consulting Pty Ltd Program implementation services $99,172
Cenfre of International Economics Return and Earn $59,575
TOTAL $569,194

Grant funds paid during 2017-18
In 2017-18, OLG paid the following grants:

Name of organisation Nature and purpose of grant _

NSW Councils Financial Assistance Grants $748,5083,677
NSW Councils Local Infrastructure Renewal Scheme $13,302,317
NSW Councils Council rates concession for eligible pensioners $76,401,867
NSW Councils Companion Animals $5,907,469
NSW Councils Local Government Reform $140,038,056
TOTAL $984,153,386

During 2017-18, there were no funds granted by OLG to non-government community
organisations.
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Audit and assets

Audit and risk management

OLG has an Audit and Risk Committee that advises the Chief Executive about financial
and risk management. The Audit and Risk Committee met five times during 2017-18.

Credit card certification

OLG has adopted Purchasing Card Policy and Procedures which outline conditions for
eligibility, usage and management of credit cards. OLG purchasing card policies are in
accordance with guidelines from NSW Treasury and the Audit Office. These purchasing
card policies and procedures satisfy the requirements of the Treasurer’s Directions.
Purchasing card expenditure was monitored for compliance and usage complied with
best practice guidelines.

Major capital works
During the reporting period OLG invested $1.18 million in the NSW Pet Registry, the public
access portal to the NSW Companion Animals Register.

Land disposal
There was no land disposal by OLG in the reporting period.

Account payment performance

During 2017-18, OLG paid a total number of 3,270 accounts to suppliers or contractors for
supply of goods and services, of which a total of 3,187 accounts were paid on time. Based
on number of accounts, this represented 97.3% of accounts paid on fime. Based on dollar
amount, this represented 93.8% of accounts paid on fime. No penalty interest was
charged to OLG for late payments in 2017-18.

Aged analysis at the end of each quarter - all suppliers

Quarter ) f:urreni < 30 days 30-60 days 61-90 days 90+ days
(within due date) overdue overdue overdue overdue
September $4,565,349 $34,152 $2,064 $43 $1,845
December $3,754,990 $13,151 $499 $440 -
March $4,097,343 $66,934 $94 - -
June $3,960,088 $260,881 $10 $5 $297
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Accounts due or paid within each quarter - all suppliers

Measure September December March June
Number of accounts due for payment 925 695 868 782
Number of accounts paid on time 903 681 842 761

Actual percentage of accounts paid on

time (based on number of accounts) 97.6% 98.0% 97.0% 97.3%
Dollar amount of accounts due for payment $4,603,452 $3,769,080 $4,164,371 $4,221,280
Dollar amount of accounts paid on time $4,565,349 $3,754,990 $4,097,343 $3,960,088
Actual percentage of accounts paid on 9929 99 6% 98.4% 93.8%

time (based on $)

Number of payments for interest on overdue
accounts

Interest paid on overdue accounts - - - -

* Calculations for the aged analysis tables, above, are based on the date of receiving a
correctly rendered invoice by Planning and Environment Cluster Corporate Services.

Economic or other factors

OLG is not aware of any economic or other factors affecting the achievement of
operational objectives for 2017-18.
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Internal Audit and Risk Management Attestation Statement

Internal Audit and Risk Manag 1t Attestation Stat 1t for the
2017-18 Financial Year for the Office of Local Government

I, Tim Hurst, am of the opinion that the Office of Local Government has internal audit
and risk management processes in operation that are complaint with the eight core
requirements set out in the NSW Treasury Policy and Guidelines Paper Internal
Audit and Risk Management Policy for the NSW Public Sector (TPP 15-03),
specifically:

Risk Management Framework

1A The agency head is ultimately responsible and Compliant
accountable for risk management in the agency

1.2 A risk management framework that is appropriate Compliant
to the agency has been established and
maintained and the framework is consistent with
AS/NZS 1SO 31000:2009

Internal Audit Function

21 An internal audit function has been established Compliant
and maintained

22 The operation of the internal audit function is Compliant
consistent with the International Standards for
the Professional Practice of Internal Auditing

23 The agency has an Internal Audit Charter that is Compliant
consistent with the content of the 'model charter'
Audit and Risk Committee
3.1 An independent Audit and Risk Committee with Compliant

appropriate expertise had been established

3.2 The Audit and Risk Committee is an advisory Compliant
committee providing assistance to the agency
head on the agency’s governance process, risk
management and control frameworks, and its
external accountability obligations

33 The Audit and Risk Committee has a charter that Compliant
is consistent with the content of the ‘model
charter’
Membership
The chair and members of the Audit and Risk Committee are:
| Role Name | Startterm date | Finish term date
Independent Brian Blood 1 December 30 November
Chair 2013 2018*
Independent Alan Zammit 27 February 26 February
Member 2012 | 2020*
Independent Elizabeth Crouch | 21 October 2013 | 20 October
Member 2019*

* Includes reappointment for a second term

The Audit and Risk Committee has been established under a Treasury approved
principal department led shared arrangement with the following statutory bodies:

Planning Ministerial Corporation

Central Coast Regional Development Corporation
Hunter Development Corporation

Office of Local Government

Lord Howe Island Board

Greater Sydney Commission

e ¢ o o o o

Signed:

A

Tim Hurst
Chief Executive
Office of Local Government

Date: \t/iofi%

Alan Dalton
Agency Contact Officer
Director, Business Improvement
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Digital Information Security Annual
Attestation

Digital Information Security Annual Attestation & Evidence of Certification Statement for the
2017-18 Financial Year for the Office of Local Government.

I, Tim Hurst, am of the opinion that the Office of Local Government had an Information Security
Management System in place via Planning and Environment Cluster Corporate Services during the
2017-18 financial year that is consistent with the core requirements set out in the NSW Government
Digital Information Security Policy.

The controls in place to mitigate identified risks to the digital information and digital information
systems of the Office of Lacal Government are adequate.

There is no agency under the control of the Office of Local Government which is required to develop
and independent ISMS in accardance with the NSW Government Digital Information Security Policy,

Planning and Environment Cluster Corporate Services has maintained certified compliance with ISO
27001 Information technology - Security techniques - Information security management systems -
Requirements by an Accredited Third Party (BSI) during the 2017-18 financial year (Certificate Number
IS 645082).

T

Tim Hurst
Chief Executive
Office of Local Government

Date: W/iofid
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Access to information

Public interest disclosures

The following information on public interest disclosures is provided in accordance with
section 4(2) of the Public Interest Disclosures Regulation 2011 for the period 1 July 2017 to
30 June 2018.

No public interest disclosures were received in the period from public officials.

OLG revised its Public Interest Disclosures — Policy & Procedures during the year and
adopted arevised policy consistent with the NSW Ombudsman’s model policy.

To ensure awareness of responsibilities under the Public Interest Disclosures Act 1994, the
Public Interest Disclosures — Policy & Procedures is available on the OLG intranet and the
NSW Ombudsman’s Public Interest Disclosures e-News is distributed to staff. The Chief
Executive is a member of the Public Interest Disclosures Steering Committee and the
Manager Investigations attends regular meetings of Public Interest Disclosure Investigating
Authorities, which are sponsored by the NSW Ombudsman.

Reporting

Section 6CA of the Public Interest Disclosures Act 1994 requires each public authority to
provide a report for each six-month period to the Ombudsman in compliance with its
obligations. In accordance with the Ombudsman'’s reporting system, information was
provided within the statutory deadlines.

OLG also reports statistics to the NSW Ombudsman as an Investigating Authority under the
Public Interest Disclosures Act 1994 in its management of public interest disclosures about
local councils.

Consumer response

OLG received three complaints about its delivery of services during the reporting period.
Two complaints related to delays and poor customer service and one alleged unfair
freatment.
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Access applications

No review was undertaken pursuant to s7(3) of the Government Information (Public
Access) Act 2009 to identify if any information was held by the agency that should be
made publically available without imposing unreasonable additional costs. However OLG
as a matter of routine makes available on its welbsite all circulars and public reports and
maintains a public policy directory for the information of councils and interested members
of the public.

Total number of access applications received by the OLG during the reporting year
(including withdrawn applications but not including invalid applications).

Table A: Number of applications by type of applicant and outcome*

Access Access Access | Information | Information | Refuse to Refuse to Application | TOTAL

granted | granted | refused | not held already deal with confirm/deny | withdrawn

in full in part in full available application | whether

information is
held

Media 0 0 0 0 0 0 0 0 0
Members of 3 3 1 0 2 0 0 0 9
Parliament
Private sector 0 0 0 0 0 0 0 0 0
business
Not for profit 0 0 0 0 0 0 0 0 0
organisation or
community
groups
Member of the 0 1 0 0 1 0 0 0 2
public
(application
by legal
representative)
Member of 4 2 1 1 1 0 0 1 10
public (other)

* More than one decision can be made in respect of a particular access application. If so, a recording must
be made in relation to each such decision. This also applies o Table B.

Table B: Number of applications by type of applicant and outcome

Access | Access | Access | Information | Information | Refuse to Refuse to Application | TOTAL
granted | granted | refused | not held already deal with confirm/deny | withdrawn
in full in part in full available application | whether
information is
held
Personal 0 0 0 0 0 0 0 0 0
information
applications*
Access 7 5 2 1 4 0 0 1 20
applications
(other than
personal
information
applications)
Access 0 1 0 0 0 0 0 0 1
applications
that are partly
personal
information
applications
and partly
other

* A personal information application is an access application for personal information (as defined in clause 4
of Schedule 4 to the Act) about the applicant (the applicant being an individual).

Page 25



Office of Local Government Annual Report 2017-18

Table C: Invalid applications

Reason for invalidity

No of applications

Application does not comply with formal requirements (section 41 of 1

the Act)
Application is for excluded information of the agency (section 43 of 2
the Act)
Application contravenes restraint order (section 110 of the Act) 0

Total number of invalid applications received

Invalid applications that subsequently became valid applications

j—

Table D: Conclusive presumption of overriding public interest against disclosure: matters listed in Schedule 1

to GIPPA

Number of times consideration used*

Overriding secrecy laws

0

Cabinet information

Executive Council information

Contempt

Legal professional privilege

Excluded information

Documents affecting law enforcement and public
safety

2
1
0
0
1
0

Transport safety

Adoption

Care and protection of children

Ministerial code of conduct

[ellelle}(e]

Aboriginal and environmental heritage

0

* More than one public interest consideration may apply in relation to a particular access application and, if
50, each such consideration is to be recorded (but only once per application). This also applies in relation fo

Table E.

Table E: Other public interest considerations against disclosure: matters listed in table to section 14 of Act

Number of occasions when application not
successful

Responsible and effective government

Law enforcement and security

Individual rights, judicial processes and natural justice

Business interests of agencies and other persons

Environment, culture, economy and general matters

Secrecy provisions

Exempt documents under interstate Freedom of
Information legislation

O|O|IO|—=|wW[OIN

Table F: Timeliness

Number of applications

Decided within the statutory fimeframe (20 days plus
any extensions)

19

Decided after 35 days (by agreement with
applicant)

1

Not decided within time (deemed refusal)

1
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Table G: Number of applications reviewed under Part 5 of the Act (by type of review and outcome)

Decision varied Decision upheld Total
Infernal review 0 0 0
Review by Information Commissioner* 0 0 0
Internal review following recommendation 0 0 0
under section 93 of Act
Review by NCAT 0 0 0
Total 0 0 0

* The Information Commissioner does not have the authority to vary decisions, but can make
recommendations to the original decision-maker. The data in this case indicates that a recommendation to
vary or uphold the original decision has been made by the Information Commissioner.

Table H: Applications for review under Part 5 of the Act (by type of applicant)

Number of applications for review

Applications by access applicants

1

Applications by persons fo whom information the subject of
access application relates (see section 54 of the Act)

0

Table I: Applications transferred to other agencies under Division 2 of Part 4 of the Act (by type of transfer)

Number of applications transferred

Agency initiated fransfers

1

Applicant initiated transfers

3
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SECTION 4: Financial Statements
Statement by Chief Executive

Office of Local Government
Statement by the Chief Executive Officer
for the year ended 30 June 2018

Pursuant to section 45F of the Public Finance and Audif Act 1983, | declare, on behalf of the Office of Local Government (the
Agency) that in my opinion

(2) The accompanying financial statements have bean prepared in accordance with:
« applicable Australian Accounting Standards (which includes Australian Accounting Interpretations);
+ the requirements of the Public Finance and Audit Act 1883 and Public Finance and Audit Regulation 2015, and

« the Financial Reporting Directions published in the Financial Reporting Cede for NSW General Government
Sector Entities or issued by the Treasurer.

(b) The statements and notes exhibit a true and fair view of the financial position and transactions of the Agency, and

{c) There are no circumstances which would render any particulars included in the financial statements to be misleading
or inaccurate

el

Tim Hurst
Chief Executive Officer

Date: 24 September 2018
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Audit Office opinion

- R~ GE‘
o ""-6:5,

e

oy e

INDEPENDENT AUDITOR'S REPORT

Office of Local Government

To Members of the New South Wales Parliament

Opinion

| have audited the accompanying financial statements of the Office of Local Government {the Office),
which comprise the Statement of Comprehensive Income for the year ended 30 June 2018, the
Statement of Financial Position as at 30 June 2018, the Statement of Changes in Equity and the

Statement of Cash Flows, for the year then ended, notes comprising a Statement of Significant
Accounting Policies and other explanatory information.

In my opinion, the financial statements:

- give a true and fair view of the financial position of the Office as at 30 June 2018, and of its
financial performance and its cash flows for the year then ended in accordance with Australian
Accounting Standards

. are in accordance with section 45E of the Public Finance and Avdit Act 1983 (PF&A Act) and
the Public Finance and Audit Regulation 2015

My opinion should be read in conjunction with the rest of this report.

Basis for Opinion

| conducted my audit in accordance with Australian Auditing Standards. My responsibilities under the
standards are described in the "Auditor's Responsibilities for the Audit of the Financial Statements’
section of my report.

| am independent of the Office in accordance with the requirements of the:

. Australian Auditing Standards

- Accounting Professional and Ethical Standards Beard's APES 110 "Code of Ethics for
Professional Accountants’ (APES 110).

| have fulfilled my other ethical responsibilities in accordance with APES 110.

Pariament prometes independence by ensuring the Auditor-General and the Audit Office of
New South Wales are not compromised in their roles by:

. providing that only Parliament, and not the executive government, can remove an
Auditor-General

- mandating the Auditor-General as auditor of public sector agencies

. precluding the Auditor-General from providing non-audit services.

| believe the audit evidence | have obtained is sufficient and appropriate to provide a basis for my
audit opinion.

Laval 15, 1 Margared Straet, Syciney NEW 2000 | GO Sox 12, Speaney NEW 2007 | 1028275 7101 1 108 5275 7178 | @ malliauct res o el | esiol, naw, gov. AL
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Chief Executive’'s Responsibilities for the Financial Statements

The Chief Executive is responsible for the preparation and fair presentation of the financial statements
in accordance with Australian Accounting Standards and the PF&A Act, and for such internal control
as the Chief Executive determines is necessary to enable the preparation and fair presentation of the
financial statements that are free from material misstatement, whether due o fraud or ermor.

In preparing the financial statements, the Chief Executive is responsible for assessing the Office’s
ability to continue as a going concem, disclosing as applicable, matters related to going concern and
using the going concemn basis of accounting except where the Office’s operations will cease as a
result of an administrative restructure.

Auditor’s Responsibilities for the Audit of the Financial Statements

My objectives are to:

- obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or emor

- issue an Independent Auditor's Report including my opinion.

Reasonable assurance is a high level of assurance, but does not guarantee an audit conducted in
accordance with Australian Auditing Standards will always detect material misstatements.
Misstaternents can arise from fraud or emmor. Mizstatements are conzidered material if, individually or
in aggregate, they could reasonably be expected to influence the economic decisions users take
based on the financial statements.

A description of my respongibilities for the audit of the financial statements iz located at the Auditing
and Assurance Standards Board website at weww auasb gov au/auditors _responsibiliies/ard pdf. The
description forms part of my auditor's report.

My opinion does mot provide assurance:

- that the Office camied out its activities effectively, efficiently and economically

- about the assumptions used in formulating the budget figures disclosad in the financial
statements

- about the security and controls over the electronic publication of the audited financial
statements on any website where they may be presented

- about any other information which may have been hyperinked toffrom the financial statements.

Lawrissa Chan
Director, Financial Audit Services

24 September 2018
SYDMNEY
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Financial statements

Office of Local Government
Statement of comprehensive income
for the year anded 30 Juna 2018

Actual Budget Actual
2018 2018 am7
Hotes $'000 £'000 $'000
Expenses excluding losses
Operating expensas
Employee relatad 2a) 15,860 16,211 15,840
Other operating expensas 2ib) 11,484 11,728 12111
Depreciation and amortaation 2c) T48 478 312
Grants and subsidies 2(d) 232 273 226 BdB 130,242
Finance costs 2e) T - -
Total expenses axcluding losses 280,472 255 261 158,505
Revenue
Refained taxes, fees and fines Ha) T.082 6,565 6,758
Grants and confributions Ab) 242 D67 238673 150,087
Persannel sarvicas revanus e 4217 3,286 3,958
Acceptance by the Crawn Entity of employes banefits
and other liabilities Hd) G653 330 [==10)
Other Income e 928 365 102
Total Revenue 254, 847 250,200 161,575
Other gains ! [losses) _ - - -
Net result 14 {5,525) (5,061} 3,070
Other comprehensive income
ftems thaf will nof be reclassified fo net resull in
subsequent periods - - -
Total other comprehensive income . . -
TOTAL COMPREHENSIVE INCOME 5,525 (5,081} 3,070
The accompanying notes form part of these financial statements.
3
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Office of Local Government
Statement of financial position

as at 30 June 2018
Actual Budget Actual
2018 2018 2017
HNotes §'000 §'000 $'000
ASSETS
Current assets
Cash and cash equivalenis 5 7 665 8511 16,136
Receivables -] 3.388 5,248 3.840
Total current assets 11,053 11,760 18,876
Nen-current assets
Propesty, plant and equipment
Plart and equigmsent 7 156 100 143
Leasehald improvemants 7 123 120 158
Total property, plant and eqguipment 278 220 302
Intangible asseis a 1,744 3,106 1,085
Total non-current assets 2,023 3,328 1,387
Total assets 13,076 15,086 20,363
LIABILITIES
Current liabilities
Payablas 9 5,654 7478 T.192
Provisions 10 2128 2,233 2,332
Total current liabilities 7,783 9,711 0,524
MNen-current labilites
Provisions 10 304 343 311
Total nen-current liabilities J0d 343 1
Total liabilities 8,087 10,054 9,835
Met assets 4,988 5032 10,528
EQUITY
Accurnulated funds 4 089 5,032 10,528
Total equity 4,889 5,032 10,528

The accompanying nates form par of these financial statements,
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Office of Local Government
Statement of changes in equity
for the year ended 30 June 2018

Notes Total
$'000
Balance at 1 July 2017 10,528
Net result for the year (5,525)
Other comprehensive income -
Total other comprehensive income -
Total comprehensive Income for the year (5,525)
Transactions with owners in thelr capacity as owners
(Decrease) in net assets from equity transfers " (14)
Balance at 30 June 2018 4,989
Balance at 1 July 2016 7.458
Net result for the year 3,070

Other comprehensive income -
Total other comprehensive income =
Total comprehensive income for the year 3,070

Transactions with owners in their capacity as owners -
Balance at 30 June 2017 10,528

The accompanying notes form part of these financial statements.
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for the year ended 30 June 2018

Office of Local Government Annual Report 2017-18

Notes Actual Budget Actual

2018 2018 2017

$'000 $'000 $'000
CASH FLOWS FROM OPERATING ACTIVITIES
Payments
Employee related (11,227) (15,881) {11,169)
Grants and subsidies (232,812) {226,845) (129.478)
Other (15,665) (11,803) (15,764)
Total payments (259,704) (254,529) (156,408)
Receipts
Retained taxes, fees and fines 9,585 6,940 10,737
Grants and contnbutions 242,067 239673 150,080
Other 918 3,332 154
Total receipts 252,580 249,945 160,981
NET CASH FLOWS FROM OPERATING ACTIVITIES 15 (7,124) (4,584) 4,573
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of plant and equipment 7 (75) {105) (138)
Purchase of intangible assets 8 (272) (2.140) (779)
NET CASH FLOWS FROM INVESTING ACTIVITIES (347) (2.245) (817)
NET (DECREASE) ! INCREASE IN CASH AND CASH
EQUIVALENTS (7.471) (6,830) 3,656
Opening cash and cash equivalents 15,136 13341 11,480
CLOSING CASH AND CASH EQUIVALENTS 5 7,665 6.511 15,136

The accompanying notes form part of these financial statements.
6
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Office of Local Government
Motes to the financial statements

for the vear ended 30 June 2018

1.
fa)

)

iel

)

Summary of significant accounting policies
Reporting entity
The Office of Local Government (the Agency) is a NSW government entity and is cortralled by the State of New South

Wales, which is the ultimate parent The Agency is a not-forprofit entity {ss prafit is not its principsl objective) and it
has no cash generating units.

The Agency includes employes related expenses and provisiens for Lord Howe |sland Baard, These are offsat by
income and recenables.

Az a consequence of the Adminisirative Arangements (Administrative Charges - Miscalaneows) Order 2017 effective
from 1 January 2018 Swinwming Poals Acf 1892 and Swimming Poaiz Regulalion 2008 was transferred from the
Agency to Depariment of Finance, Services and Innovation (DFSI).

These financial statements for the year ended 30 June 2018 have been authorsed for issue by the Chief Executive
Officer on Sapt 2018

Basis of preparation

The Agency's financial siatements are general purpese financal statements which have been prepared on an
accnyals basis and in acoordancs with

*  applicable Australizn Acsounting Standards [which include Australian Accounting Interpretations);

* the requirements of the Public Firance and Audd Aot 1983 and Public Finance and Audit Regulalion 20715
and

* the Financial Reponing Directions mandated by the Treasurer,

Property, plant and equipment are measured in accordance with the historical cost convention excepl where specified
athensise.

Judgements, key assumplians and estimations that management have made are disclosed in the relevant notas o the
finarcial statements.

The financial stalements are prepared on 4 gaing concern basis, The Agency is a budget depend ant Governmenti
Agency. The Agency's operations are funded from grants receivable from the Deparment of Blanning and
Envirenment ithe Depariment) which is the prindpal Deparment in the Planning and Emviranment clustar. The
Depantment receives contributions from the Consolidated Fund as approved under the Appropriations Act to fund
granis payable to the Agency and ather cluster entities.

All amounts are rounded o the nearest one thousand dollars and are expressad in Australian currency, which is the
Agency's presentation and funclional currency

Staterment of compliance

The financial statements and notes comply with Australian Astounting Standards (AAS), which include Austraiian
Accounting Interpretations.

Administered aclivilies

The Agency administers, bul does not contral, certain activiies on behall of the Crown Finance Entity._ It iz
accountable for the transactions relating to those administered activities bul does not have the diseretion to deplay the
resourcas for the achievement of the Agency's own objectives.

Transactions and balances ralating to the administered activities ars nol recognised as the Agency's income,
expenses, assets, and labdibes, but are disclosed in Note 4 of the Finansial statements.

The accrual basis of accounting and spplicable accounting standards have been adogted.

Page 35



Office of Local Government Annual Report 2017-18

Office of Local Government
Notes to the financial statements (cont'd)
for the year ended 30 June 2018

1.
(e)

[t

(a)
()

(iiy

Summary of significant accounting policies (cont'd)
Accounting for the Goods and Services Tax (GST)
Income, expenses and assets are recognised net of the amount of GST, except that the:

e amount of GST Incurred by the Agency as a purchaser that is not recoverable from the Australian Taxation Office
is recognised as part of an asset's cost of acquisitions or as part of an item of expense; and
* receivables and payables are stated with the amount of GST included

Cash flows are included in the Statement of cash flows on a gross basis. However, the GST compaonents of cash
flows arising from investing and financing activiies which are recoverable from, or payable to, the ATO are classified
as operating cash flows.

Comparative information

Except when an AAS permits or requires otherwise, comparative information is presented in respect of the previcus
period for all amounts reperted in the financial statements.

Changes In accounting policy, including new or revised Australian Accounting Standards
Effective for the first time in 201718

There are no new or revised Austraian Accounting Standards (AAS) effective in 2017-18 impacting these financial
statements.

Issued but not yet effective
NSW public sector entities are not permitted to early adopt new AAS, unless Treasury determines otherwise,

The following new AAS have not been applied and are not yet effective. NSW Treasury TPP 18-01 mandates
agencies not to early adopt any of the following accounting prenouncements:

AASE @ Financial Instruments

AASE 15, AASB 2014-5, AASB 2015-8 and 20186-3 regarding Revenue from Conlracls with Customers

AASB 16 Leases

AASB 1058 Income of Not-for-profit Entities

AASB 2018-7 Amendments to Australian Accounting Standards — Deferral of AASE 15 for Not-for-Profit

Entities

*  AASB 20168-8 Amendments to Australian Accourting Standards - Australian Implernentation Guidanice for
Nol-far-Profit Entities

* AASE 2017-5 Amendments to Australian Accounting Standards - Effective Date of Amendments to AASB 10

and AASE 128 and Editorial Corrections

These standards have been assessed for their possible impact on the financial statements. if any, in the period of
their initial appheation. The assesemant concluded that AASB 16 Leases and AASB 1058 Income of Nol-for-Profil
entities, both effective from the 2019-20 financial year may have some financial impact. Apart from thig, the other
new standards are not likely to have any material impact.
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Office of Local Government
Notes to the financial statements (cont'd)
for the year ended 30 June 2018

2. Expenses excluding losses

fa) Employee related expenses

2018 27

000 5000

Salaries and wages (including annual leave) 11,800 12,568
Superannuation - defined bensfit plans 52 &0
Supsrannuation - defined contribution plans 1.012 BT
Long service leave 84 694
Waorkers' compensation insuranca 134 137
Payroll tax and fringa benafil tax 747 T34
Redundancies 445 101
Temporary employees 1,086 728
15,560 15,840

An amaount aof $0.1 million (2017 MNil) has been capitalised 1o intangible assets for Companicn Animals Register Rebuild and
is therefore excluded from the above, The employee related expenses include $4.2 milion for the Lord Howe Island Board
(2017: $3.9 millign), Refer also to notes 1ia), 3(c) and 3{d).

{B) Other operating expenses

2018 2017
£'000 §°000
Auditar's remuneration - audit of the financial statements 49 48
Community events o] 54
Committes fess and expenses 168 230
Consultants 620 376
Corporate shared senicas expenses 245 247
Contractor - projects - 402
Fees for services 2,706 25592
Ingurance 11 11
Mator vehicle expenses 41 48
Operating lease rental expense - minimurn kease payments 443 441
Talephane and cormmunication costs 54 £5
Stores and minor assats 10 20
Training (staff devedopment) &5 &1
Travel costs 325 23
Promotions and publicity 5 284
Other expenses 481 810
Other occupancy costs BS 2589
Marketing 126 Lils]
Responsible Pet Ownership Program payments 5807 5810
Maintenance * a0 53
11,484 12,111

* Reconciliation - total maintenance
Maintenance axpanse - confracted labour and ether [nen-employee related), as above a0 53
Employesa related maintenance axpensa included in Nata 2 (a) - -
Total maintenance expenses included in Note 2{a) + Z(b) a0 53

9
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Office of Local Government
Notes to the financial statements (cont'd)
for the year ended 30 June 2018

2, Expenses excluding losses (cont'd)
(b)  Other operating expenses (cont'd)
Recognition and measurement

Maintenance expense

Day-to-day servicing costs or maintenance are charged as expenses as incurred, except where they relate to the
replacement or an enhancement of a part or component of an asset. in which case the costs are capitalised and depreciated.

Insurance

The Agency's insurance activities are conducted through the NSW Treasury Managed Fund schame of self-insurance far
Government entities, The expense (premium) is determined by the Fund Manager based on past claims experience.

Operating leases

An operating lease is a lease other than a finance lease. Operating lease payments are recognised as an operaling expense
in the Statement of comprehensive income on a straight-line basis over the lease term,

(c)  Depreciation and amortisation expense

2018 2017
§'000 $'000

Depreciation
Plant and equipment 62 B2
Leasehold improvements 36 22
a8 84

Amortisation:
Intangible assets - software 650 228
650 228
748 312

Refer to Notes 7 & 8 for recognition and measurement policies on depreciation and amortisation.
(d)  Grants and subsidies

2018 2017
$'000 $'000
Stronger Communities Fund 138,860 22,800
Pensioner rebates 76,402 78,053
Local Infrastructure Renewal Scheme 13,302 14,914
Fire and Emergency Services Levy - 12,692
Lord Hewe Island Board 2,531 1,480
Innovation Fund 1,178 -
Responsible Pet Ownership - 303
232,273 130,242

The Agency also receives contributions from the Commonwealth Government that are transferred to eligible beneficiaries
which are not included in the abeve. These transfer payments are detailed in Note 4.

(e) Finance costs

2018 2017
$'000 $'000
Unwinding of discount rate for the make good provision 7 -
7 -
10
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Office of Local Government
Notes to the financial statements (cont’d)
for the year ended 30 June 2018

3. Revenue

Recognition and measurement

Income is measured at the fair value of the consideration or contribution received or receivable. Comments regarding the
accounting policies for the receanition of income are discussed below,

(a)  Retained taxes, fees and fines

2018 2017
$'000 $'000
Responsible Pet Ownership Program registration fees 7,081 8,757
Other 1 1
7,082 6,758

Recognition and measurement

Under the Guidelines sent out to Councils with the then Department of Local Government Circular 00/08. there is a
requirement that councils pay to the Agency monthly the total amount of Registration fees for transactions that have been
successfully entered on the Companion Animals Register.

A quarterly reimbursement is made to councils based on Register Reports for the quarter.

(b)  Grants and contributions

2018 2017

§'000 $'000

Stronger Communities Fund * 138,850 22,800
Pensioner rebates 76,402 78,054
Lecal Infrastructure Renewal Scheme 13,302 14,914
Fire and Emergency Services Levy - 12,960
Lecal Government Reform 3,765 5,000
Lord Howe Island Board 250 1,480
Innovation Fund 1,178 -
Companion Animals 1,113 1,048
Other 4916 13,841
242,067 150,087

The Agency also receives contributions from the Commonwealth Government that are transferred to ebgible beneficiaries
which are not included in the above. These transfer payments are detailed n Note 4.

* Stronger Communities Fund (also known as Fit for the Future local government reform program) expenditure increased
during 2017-18 due to delay on amalgamation of councils in 2018-17.
Recognition and measurement

Income from grants (other than contribution by owners) is recognised when the Agency oblains control over the contribution
The Agency Is desmed to have assumed control whin the grant is recatved or recetvable.

Contributions are recegnised at their fair value, Contributions of services are recognised when and only when a fair value of
those services can be reliably determined and the services would be purchased if not donated.

(¢)  Personnel services revenue

2018 2017
$'000 $'000
Employee expenses recoveries - Lord Howe Island Board 4217 3 958
4217 3,958

Personnel senvices revenue does not include the $0.2 million remuneration of the Chief Executive of Lord Howe Island
Board. This remuneration is included in employee related expenses (Note 2a) along with other employes related expanses
for the Lord Howe Island Board.
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3. Revenue (cont'd)
(d)  Acceptance by the Crown Entity of employee benefits and other liabilities
The following Eabilities and expenses have been assumed by the Crown Entity;

2018 2017
$'000 §'000
Superannuation - defined benefits 52 60
Long service leave 509 597
Payroll tax 2 3
653 660
(e)  Otherincome
2018 2017
§'000 $'000
Legal fee recoveries 44 35
Insurance claim proceeds 228 8
Other fee recoveries 655 59
928 102
Recognition and measurement
Rendering of services
Revenue from renderning of services is recognised when the service is provided or by reference to the stage of completion
(based on labour hours incurred to date),
4. Transfer payments
Federal Financial Assistance Grants are provided to councils under the Commoniwealth Local Government (Financial
Assistance) Act 1995. The Agency administers Commonwealth transter payments through the Local Government Grants
Commission. The total amount disbursed to councils by way of financial assistance grants was $748.5 million {$1.080.3
million in 2017).
2018 2017
$'000 $'000
Payments
Local Government - Federal Financial Assistance Grants 748 504 1,080,347
748,504 1,080,347
Receipts
Local Government - Federal Financial Assistance Grants 748,504 1,080,347
748,504 1,080,347
5.  Current assets - cash and cash equivalents
2018 2017
$°000 $'000
Cash at bank and on hand 7665 15,136
7,665 15,136
For the purposes of the Statement of cash flows. cash and cash equivalents include cash at bank,
cash on hand, and short-term deposits with @ maturity of three months or kess, which have an
insignificant risk of change in value, and net of cutstanding bank overdraft.
Cash and cash equivalent assets racognised in the Statement of financial pesition are reconciled at
the end of the financial period to the Statement of cash flows as follows:
Cash and cash equivalents (per Statement of financial position) 7.665 15,136
Closing cash and cash equivalents (per Statement of cash flows) 7,665 15,136
Refer Note 16 for detalls regarding credit risk and market nsk ansing from financial instruments.
12
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6. Current / non-current assets - receivables

2018 1T
$'000 $'000
Sale of goods and services B&E 1,268
Less: Allowance bar mmpairment {2 {13
Goods and Serwces Tax recaverable fram ATO &7 ik Y|
Prapayments &1 177
Persannel services revenue receivable 1,11 1,067
Incarne receivathe 443 509
3,388 3,840
2018 207
£'o00 £'0a0
Mevements in the allowange for impaimment:
Balance a1 1 July 13 a4
Amaunts writlen off dunng the year {3 (45)
Amounis recovered during the year (5} {41)
Increase | (decreasa) in allowance {3} 10
Balance at 30 June 2 13

Details regarding credit risk of frade debtors that are neither past due or impaired, are disclosed in Mote 16.
Recognition and measurement

Purchases or sales of financal assets that reguire delivery of assets within the time frame established by regulation or
convention in the marketplace are recognised and derecognised on a trade date basis.

Recaivables, including trade receivables, prepaymanis etc. are non-derivative financial assels with fixad or determinable
payments that are not gquoted in an active markel

Receivables are inttially recognised at fair value plus any directly attributable transaction costs. Subsequent measurement is
at amortised cost using the efective interest mathod, less any impairment. Changes are recognized in the net result for the
year when impaired, derecognised or through the amorlisation progess,

Shart term receivables with no stated interest rate are maasured at the onginal invoice amaunt where the affect of
discounting is immaterial.

Impairment

Receivables are subjact to an annual review for impairment. These are considered to be impaired when there is objective
evidence that, as a result of cne or more events that cccurred after the initial recognition of the financial esset, the estimated
future cash flows hewe been affected.

The Agency first assesses whether impairment exists individually for receivables that are individually significant, or
collectively for those that are not individually significant. Further, recsivables are assssssd for impaimment on & collective
basis if they were assessed not to be impaired indrvidually.

The amaount of the impairment is the difference between the assef's carmying amount and the present value of estimated
future cash flows, discounted at the original effective interest rate, The amount of the impaimment loss is recognised in the et
result for the year.

Any reversals of impairment losses are reversed through the net result for the year, if objectively related o an event occurming
after the impairment was recognised, Reversals of impairment losses cannot result in a carmpang amount that exceeds what
the carmying amount would hawe been had there not been an impaiment loss.
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7. Mon-current assets = property, plant and eguipment

At1 July 2017

Gross carrying amaount

Accumulated depreciation and impairment
Net carrying amount

At 30 June 2018

Gross carrying amount

Accumilated depreciation and impairment
Net carrying amount

Reconciliation

Flant and Leasehold

equipment improvemenis Taotal
§'000 5000 £'o00

8220 267 1,087

{877} {108} (7&85]

143 159 02

B21 252 1073

{BES) {128} (754)

156 123 279

A reconcilistion of the carrying amount of each class of property, plant and equipment at the beginning and end of the current

reporting period is set out below:

Year ended 30 June 2018

Met carrying amouwnt at start of year
Additions

Depreciation expense

MNet carrying amount at end of year

At 1 July 2016

Gross carmying amaunt
Accumulated depreciation and impalrment
Net carrying amount

At 30 June 2017

(Sross carmying amount

Accumulated depreciation and impairment
MNet carrying ameunt

Plant and Leasehold
egulpment  Improvements Tatal
S'000 £'000 $'000
143 159 302
Fi] 5
(B2) {36) L]
156 123 278

Plant and Leasehold
equipment improvements Total
$'000 t'oo0 £'000
1.041 217 1,258
(BES5) [125) [1.010)
156 a2 248
330 267 1,087
(67T) [108) (TH5)
143 158 302
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7. HNon-current assets - property, plant and equipment (cont'd)
Recenciliation

A reconciliation of the carrying amount of each class of property. plant and equiprment at the beginning and end of the prior
reporting period is set out below:

PFlant and Leasehold

equipment improvements Taotal
5'000 5000 5000

Year ended 30 June 2017
Net carrying amaount at stari of year 186 a2 248
Additions 45 a8a 138
Depreciation expense (&2) (22) (84]
Met carrying amount at end of year 143 158 302

The Agency alse continuas to derive sarvice potential and economic benefit from 50.3 million fully depraciated assets. The
irmpact for the value of assets are likely to be minimal as most fully depreciated assets are lkaly to be in poor condition and
therefare may or may not have zerg value,

Rﬂt@-ﬂl‘lili&h and measurement
Acquisition of property, plant and equipment
Plant and equipment are indially measured at historical cost,

Where payment for an assel |s deferred beyend nommal cradit terms, its cost is the cash price equivalent; ie. deferred
payment amount is effectively discounted aver the period of credit

Azsets acguired at no cost, or for nominal consideration, are initially recognised at their fair valoe at the date of acquisition.
Capitalisation thresholds

Plant and equipment and intangible assets costing 55,000 and abowve individually {or forming part of a network costing mare
tham $5,000) are capialised.

Restoration costs

The present valug of the expected cost for the resloration or cost of dismantling of an assel after its use s included in the
cost of the respective asset if the recognition critena for @ provision are met.

Depreciation of property, plant and equipment

Except for certain non-depreciable assets, depreciation is provided for on a straight-line basis so as to write off the
depreciable amount of each asset as it i consumed over its useful life 1o the Agency.

Al material identifisble components of assats are depreciated separately over their useful life.

Calegory Deprecialion rale [ uselul lives
Offica furniture and fitlings 10%:

Computers 255 - 3%

General plant and equipment 14% - 25%

Leasahold improvamants Ower the period of the lease
Make-good and fit-out Easzed on useful life

Software 3~ 5 years
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7. Non-current assets - property, plant and equipment (cont'd)
Recognition and measurement (cont'd)
Impairment of property, plant and equipment

As a not-for-profit Agency with no cash generating units, impairment under AASB 136 Impairment of Assels is unlikely to
anse. Since plant and equipment are carried at depreciated historical cost, impaiment ¢an only anse in rare circumstances
such as where the costs of disposal are material,

The Agency assesses. at each reporting date, whether there is an indication that an assst may be impaired. If any indication
exists, or when annual impairment testing for an asset is required, the Agency estimates the asset's recoverable amount,
When the carrying amount of an asset exceeds its recoverable amount, the asset is considerad impaired and is written down
1o its recoverable amount.

As a not-for-profit Agency. an impairment loss is recognised in the net result to the extent the impairment loss exceads the
amount In the revaluation surplus for the class of asset.

After an impairment loss has been recognised, it is reversed f there has been a change in the assumptions used to
determine the asset's recoverable amount. The reversal is imited so that the carrying amount of the asset does not exceed
its recoverable amount, nor exceed the carrying amount that would have been determined, net of depreciation, had no
impaimment loss bean recognised for the asset in prior years. Such reversal is recognised in net result and is treated as a
revaluation increase. However, to the extent that an Impairment loss on the same class of asset was previously recognised in
net result. a reversal of that impairment Joss is also recognised in net result.

8.  Non-current assets - intangible assets

Software
$'000
At 1 July 2017
Gross carrying amount 1,364
Accumulated amortisation and impairment 279
Net carrying amount 1,085
At 30 June 2018
Gross carrying amount 2,627
Accumulated amortisation and impairment (883)
Net carrying amount 1,744
Reconciliation

A reconcilation of the carrying amount of the intangible assets at the beginning and end of the current year reporting period
i5 set out below

Software
$'000

Year ended 30 June 2018
Net carrying amount at beginning of year 1.085
Additiens 1,312
Assets from equity transfer (3)
Amortisation (650)
Net carrying amount at end of year 1,744
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8. Non-current assets - intangible assets (cont'd)

Software
£'000
At 1 July 2016
G3ross camying ameunt 1.454
Accumulated amertisation and impairment 825
Met carrying ameount 534
At 30 June 2017
Gross carmying amournt 1.364
Accumulated amortisation and impairment R 278
Met cafiyving amount 1.085

Reconciliation

A reconciliation of the carrying amount of the intangible assets at the beginning and end of the prior year reporting period is

el oul Delow.
Software
£'000
‘Year ended 30 June 2017
Met carrying amount &t start of year 534
Additions TTa
Amortsation 228

Met carrying amount at end of year 1,085

The Agency reviewed and adjusted the useful life of the Compamion Animals Register to a sherler period as it will be
replaced sooner than praviously estimated. However, in aur apinion the mongtary impact from this revision s not mabadial.
The Agency alsa continues to derive service potential and economic benefit from $0.03 millian fully amerised intangible
assets, The impact is likely bo be minimal as most fully depreciated intangible assets are likely to be cbsolete and therefore
may ar may not have Zern value,

Recognition and measurement

The Agency recognises intangible assets only if it s probable that future economic benefits will flow to the Agency and the
cost of the asset can be measured reliably, Intangible assets are measured initially at cost. Where an asset is acquired at no
of nominal cost, the cost is its fair valus as at the date of acquisition, Following initial recogniion, intangible assets are
subsequently measured at fair value only if there is an active market, If there is no active market for the Agency's imangible
ageals, the acsels ara carried at cost lass any accumulated amartization and impaimant losses,

All research costs are expensed, Development costs are only capitalised when certain critena are met.
The useful lives of intangible assets are assessed to be finita.
The Agency's intangible assets (sofiware) are amortised using the straight-line method ower a period of 3-5 years,

The amorisation pericd and the amortisation methad for an intangible asset with a finite wseful life are reviewed at beast at
the and of sach reporting penod.

Intangible assets are tested for impaiment where an indicator of impalrment exists. If the recoverable amount is lass than its
carrying amount, the carrying amount is reduced to recoverable amount and the reduchon ig recogrised as an impaimant
loss.
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9.  Current liabilities - payables

2018 2017
$'000 $'000
Accrued salanes, wages and on-costs 262 134
Creditors 5,361 7,058
5,654 7,192

Details regarding hquidity risk, including a maturity analysis of the above payable, are disclosed in Note 16.
Recognition and measurement

Payables represent liabilties for goods and services provided fo the Agency and other amounts. Short-term payables with no
stated interest rate are measured at the original invoice amount where the effect of discounting is immaterial.

Payables are financial liabilities at amortised cost initially measured at fair value, net of directly attributable transaction costs.
These are subsequently measured at amortised cost using the effactive interest method. Gains and lesses are recognised in
the net result when the liabilities are derecognised as well as through the amortisation process,

10. Current/ non-current liabilities — provisions

2018 2017
$'000 $'000
Current employee benefits and related on-costs
Annual leave 1,153 1,294
Long service leave - consequential on-costs 815 854
Payroll 1ax 161 174
2,129 2,332
Non-current employee benefits and related on-costs
Long service leave - consequential on-costs 19 a3
Payroll tax 11 11
30 44
Other non-current provisions
Make good provisions* 274 267
304 311
Total provisions 2,433 2,643
Agaregale empleyee benefils and related on-costs
Provisions - current liabilities 2,129 2,332
Provisions = non-current liabilities 19 33
Accrued salaries, wages and on-costs (Note 9) 263 134
2,411 2,499

The abeve includes employee benefits and related on-cost for Lord Howe Island Board [refer to Note 2 (a))

* The Agency has an obligaton for restoraton costs at the end of #s lease at § O'Kesfe Avenue, Nowra |1 March 2025). The nat presect value a1 50 June 2018
of these resioratian casts was calculated using the June 2018 CPI rase and the 30 June 2018 Ausiralian Government 10 year bond rate
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10. Current ! non-current liabilities - provisions [cont'd)

Movement in provisions (ether than employee benefits)

Movements in each class of provision during the financlal year, other than employes benefits, are sst out below:

2018 2017

£'000 $'000
Carrying amaunt at the beginning of financial year 267 306
Additional provisions recognised - -
Amounts used = 29y
nused amgunts reversed - -
Urwinding / change in the discount rate o 7 -
Carrying amaunt at end of financial year T4 267

Recognition and measurement
Employes benefits and relaied on-costs
Salaries and wages, annual leave and sick leave

Salaries and wages (including non-manetary benefits) and paid sick leave that are expected to be setted wholly within 12
months after the end of the period in which the employess rendes the service are recognised and measured at the
undiscounted amounts of the benefits,

Annual leave is not expecied 1o be settled wholly before twelve months after the end of the annual reporting penod in which
the employees render the related service. As such, it is required to be measured at present value in accordance with AASE
118 Employee Benefils.

Unused nen-vesting sick leave does not give rise to a liability as it is not considered probable that sick leave taken in the
future will be greater than the benefits accruad in the fudure,

Lang service leave and superaniuation

The Agency's Babilities for long senvice leave and defined benefit superannuation are assumead by the Crown Entity. The
Agency accounts for the liability as having been extinguished, rasulting in the amount assumed being shown as part of the
nan-manetary revenue item described as ‘Acceptance by the Crown Entity of employee benefits and ofher liakilites’.

Long service lzave is measurad at the present value of expected future payments to be made in respect of services provided
up 1 the reporting date. Consideration is given ta certain factors based on actuarial review, including expected future wage
and salary lgvels, experience of employes departures, and periods of service. Expected fulure payments e discounied
using Commonwealth Government bend rate at the reparting dare.

The superannuation expense for the financial year is determined by using the formulae specified in the Treasurer's
Directicns. The expense for certain superannuation schemes (ie. Basic Benefit and First State Super) i caleulated as a
percentage of the employees’ salary. For other superannuation schemes (ie, State Superannuation Scheme and State
Autharities Superannuation Scheme), the expense is caloulated as a multlpl of the efmployees’ superannuation
contributions.

Consequential on-costs

Consequential costs to employment are recognized as liabiities and expenses whera the employees benefits to which they
relate have been recognised. This includes outsianding amounts of payroll tax, workers' compensation insurance premiums
and fringe benefits tax,
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10. Current / non-current liabilities - provisions (cont'd)

Recognition and measurement (cont'd)

Other provisions

Provisions are recognised when: the Agency has a present legal or constructive obligation as a result of 8 past event; it is
probable that an outflow of resources will be required to settle the obligation; and a reliable estimate can be made of the
amount of the obligation. When the Agency expects some or all of a provision to be reimbursed, for example, under an
insurance contract, the reimbursement is recognised as a separate asset. but only when the reimbursemant is virtually
certain. The expense relating to a provision is presented net of any reimbursement in the Statement of Comprehensive
Income.

Any provisions for restructuring are recognised anly when an Agency has a detailed formal plan and the Agency has raised a
valid expectation in those affected by the restructuring that it will carry out the restructuring by starting to implement the ptan
or announcing its main features to those affected.

11.  Equity
Non-cash finanicing and investing aclivilies
2018 2017
$'000 §'000
Current Assets {11 -
Intangible assets (3) -
({DECREASE)/INCREASE in NET ASSETS FROM EQUITY TRANSFER (14) -

On 1 January 2018, under the Administrative Arrangements Ordler 2017, the assets usad for the Swimming Pools Act 1992
and Swimming Pools Regulation 2008 were transferred to DFSI.

Recognition and measurement - Equity transfers

The transfer of net assets between entities as a result of an adminsstrative restructure, transfers of programs / functions and
parts thereof between NSW public sector entities and 'equity appropriations’ are designated or required by AAS to be treated
as contributions by owners and recognised as an adjustment to ‘Accumulated funds’, This treatment is consistent with AASB
1004 Coninibutions and Interpretation 1038 Contributions by Owners Made fo Wholly-Owned Public Sector Entities.

Transfers arising from an administrative restructure involving not-for-profit and for-profit government entities are recognised
at the amount at which the assets and liabilities were recognised by the transferor immediately prior to the restructure.
Subject to below, in most instances this will approximate fair value,

All other equity transfers are recognised at fair value, except for intangibles. Where an intangible has been recognised at
(amaortised) cost by the transferor because there is no active markel. the entity recognises the asset at the transferor's
carrying amount. Where the transferor is prohibited from recognising internally generated intangibles, the entity does not
recognise that asset,
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12. Commitments

2018 2017
$'000 $'000
{a) Capital commitments
Aggregate capital expenditure for the acquisition of Companion Animals Register Rebuild
contracted for at balance date and not provided for.
Not later than 1 year 1,878 -
Later than 1 year and net |ater than 5 years - -
Later than 5 years - -
Total (including GST) 1,878 -
The total capital commitments relate to acquisition of Companion Animals Register Rebuild,
The expenditure above includes input tax credits of $0.2 millien {2017; Nil) that are expected
to be recoverable from the Australian Taxation Office.
(b) Operating lease commitments
Future non-cancellable operating lease rentals not provided for and payable:
Not fater than 1 year 481 410
Later than 1 year and not later than 5 years 1,868 1,572
Later than 5 years 773 1,034
Total (incluging GST) 3,122 3,018

The total operating lease commitments relate to leasing of office: space and motor vehicles. The expenditure above includes
input tax credits of $0.3 million {2017: $0.2 million) that are expected 1o be recoverable from the Australian Taxation Office,

13. Contingent liabilities and contingent assets

Contingent liabilities

A contingent liability is a possible liability that arises from past events whose existence will be confirmed only by the
occurrenca or nen-occurrence of one or more uncartain future events not whally within the control of the Agency.

The Agency is not aware of any contingent iabilities associated with its cparations,

The Agency is not liable for any successiul legal actions taken against the New South Wales Government in relation to
Council amalgamatians.

Contingent assets

A contingent assel is a possible asset that arises from past events and whose existence will be confirmed only by the
occurrence of non-occurrence of one or more uncertain future ewents not wholly within the control of the Agency.

The Agency is not aware of any contingent assets associated with its cperabons,
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14. Budget review

Basis of budget review

The budgeted amounts are drawn from the eriginal budgeted financial statements presented to Parliament in respect of the
reporting period. Subsequent amendments to the original budget (e.g. adjustment for transfer of functions between entities as
a result of Administrative Arrangements Orders) are not reflected in the budgetsd amounts. Major vanances between the
original budgeted amounts and the actual amounts disclosed in the financial statemnents are explained below.

Net result

Net deficit for the year of $5.5 milon was unfavourable to the budgeted deficit of $5.1 milkon pnmarily due to the increase in
companion animals’ program expenditure and the increase in depreciation expense as & result of the change in the useful life
of the Companion Animals Register.

Grants and subsidies is higher than budgeted by $5.4 million as result of increased Stronger Communities Fund grant
expenditure of $14.1 million offset by unspent Fire Emergency Services Lavy grant expenditure of 8§4.0 million, and other
unspent grant funding of the Local Infrastructure Renewal Scheme and Pensioner Rebate scheme totalling $4.7 million.

Total revenue is higher than budgeted by $4.7 million as result of a $2.3 million increase in grant revenue from the principal
department for the Stronger Communities Fund grant pregram, reflecting the timing of grants payments to councils under the
scheme, with offsets from unspent Fire Emergency Services Levy. Local Infrastructure Renewal Scheme. and Pensioner
Rebate Scheme grant funding. A further $2.4 million of revenue was received for Lord Howe Island Board personnel
services, employee related crown liabilities, companion animals registrations, insurance and other cost recoveries,

Assets and liabilities

Total assets are lower than budgeted by $2.0 million as result of the Companion Animals Register rebuild being rescheduled
for compietion in 2018-19 rather than 2017-18, combined with an increase in cash due to unspent Fire and Emergency
Services Levy grant and a decrease in companion animals’ deblors compared to budget.

Total liabilities are lower than budgeted by $2.0 million a3 a result of the reimbursement to councils for companion animals
registration received being lower than in previous years.

Cash flows
The actual closing cash and cash equivalents is higher than budgeted by $1.2 million as a result of unspent Fire and
Emergency Services Levy grant funds.

Total payments are higher than budgeted by $5.2 million due to Increased Stronger Communities Fund grant expenditure of
$14.1 million offset by unspent Fire Emergency Services Levy grant expenditure of $4.0 milkon, and other unspent Local
Infrastructure Renewal Scheme and Pensioner Rebate scheme grants programs funding totalling $4.7 million.

Total receipts are higher than budgeted by $2.6 million due to grants drawn down from the principal Department for the
Stronger Communities Fund grant program offset by unspent grant programs Fire Emergency Services Lavy, Local
Infrastructure Renewal Scheme and Pensioner Rebate Scheme.

Net cash flows from invasting activities is lower than budgeted diue to the timing of payments for the Companion Animals
Register rebuild.
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15. Reconciliation of cash flows from operating activities to net result

Reconciliation of cash flows from operating activities 1o the net result as reported in the Statement of comprabensive income
as follows:

2018 2017

5000 £'000
Met cash {outflow) / inflow from operating activities {7,124} 4573
Depreciation and amortisation (748} [312)
[Increase)decreass in provisions 210 (B7T)
Increasel(decrease) in recelvables (452) {1.40%)
Decreasal(increase) in creditors 2580 285
Net result |5,525) 3,070

16. Financial instruments

The Agency's principal financial instruments are outlined belew. These financial instruments arse diractly from the Agancy's
aperations or are required (o finance the Agency’s operations. The Agency doas not enter into or frade financial instrurments,
including dervative financial ingtruments, for speculative purposes,

The Agency's main risks ariging from financial instruments are eullined balow, together with the Agency's cbjectives, policies
and processes for measuring and managing risk. Further quantitative and qualitative disclosures are included throughout
these financial statements,

The Chief Executrve Officer has ovarall responsibility for the establishment and oversight of risk management and reviews
and agrees policies for managing each of thesa risks. Risk management policies are established to identify and analyse the
nsks faced by the Agency, to set fisk limits and controls and to monitar rigks. Compliance with policies is reviewed by the
Agenecy on regular basis.

{a) Financial ingtrument categories

Carrying Carrying

Class Mote Category amount ameount

2018 2017

Financial assels 5000 5000

Cash and cagh equivalents 5 MiA, 7 B65 15,136

Receivables’ [ Loans and receivables (al amortised cost) 2420 2,832
Einancial liahiities

Financial liabilties measured at amortised
Payablas® 8 cost 5612 7.150

Motes
I Eseluges slatutory receivables and prapay mants (i@ nal within scope of AASE 7).

¥ Exthudes statuiary payables, unesmes] revanus and non-cash works-i-kind received in advance (.. not within scope of AASE T)

The Agency délaimines the classification of is tinancial assels and lisbiies afer infil recogniticn and, whesn alewed and appropriate. re-evaluahes this @ aach
frmncal year end,
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Notes to the financial statements (cont'd)
for the year ended 30 June 2018

16.  Financial instruments (cont'd)
(b)  Derecognition of financial assets and liabilities

A financial asset is derecognised when the contractual rights to the cash flows from the financial assets axpire; or if the
Agency transfers the financial asset.

* where substantially all the risks and rewards have been transferred or
* where the Agency has not transferred substantially all the risks and rewards. if the entity has not retained control.

Where the Agency has neither transferred nor retained substantially all the risks and rewards or transferred control, the asset
continues to be recognised to the extent of the Agency’s continuing involvement in the asset, In that case, the Agency also
recognises an associated kability. The transferred asset and the associated liability are measured on a basis that reflects the
nghts and obligations that the Agency has retained.

Continuing involvement that takes the form of a guarantee cover the transferred asset is measured af the lower of the original
carrying amount of the asset and the maximum amount of consideration that the Agency could be required to repay.

A financial liability is derecognised when the obligation specified in the contract is discharged or cancelled or expires, When
an existing financial liability is replaced by another from the same lender on substantially different terms, or the terms of an
existing liability are substantially modified, such an exchange or modification is treated as the derecagnition of the original
liability and the recognition of a new liability. The difference in the respective carrying amounts is recognised in the net result.

{c)  Offsetting financial instruments

Financial assets and financial habilties are offset and the net amount is reported in the Statement of Financial Position if
there Is a currently enforceable legal right 1o offset the recognised amounts and there is an intention to settle on a net basis,
or o realise the assets and settle the liabilities simultaneously.

(d)  Financial risks
(i)  Credit risk

Credit risk arises when there is the possibility that the counterparty will default on their contractual obligations, resulting in a
financial loss o the Agency. The maximum exposure to the credit risk is generally represented by the carrying amount of the
financial assets (net of any allowance for impairment). Credit risk arises from the financial assets of the Agency, including
cash, receivables and authonty deposits. No collateral is held by the Agency, The Agency has not granted any financial
guarantees. Credit risk associated with the Agency's financial assets, other than receivables, is managed thorough the
selection of counterparties and establishment of minimum credit rating standards,

Cash and cash equivalents
Cash comprises cash on hand, the Responsible Pet Ownership bank account, and bank balances.

Receivables -~ trade debtors

All trade and other deblors are recognised as amounts receivable at balance date. Collectabiity of all debtors s reviewed on
an ongoing basis. Procedures as established in the Treasurer's Dwections are followed to recover outstanding amounts,
including letters of demand. Debts which are known to be uncoliectable are written off. An allowance for mpairment is raised
when there s objective evidence that the Agency will not be able 1o collect all ameunts due. This evidence includes past
expenence and current and expected changes in economic conditions and debtor credit ratings. No interest is earned on
trade debtors. Sales are generally made on 14 or 30 day terms.

The Agency is not matenally exposed to concentrations of credit risk to a single trade debtor or group of debtars, Based on
past experience, debtors that are not past due $0,66 million (2017 $0.85 milkon) and less than three months past due $0.08
million {2017:$0.19 milkon) are not considered impaired and together these represent 88 per cent of the total trade debtors.
Maost of the Agency's debtors have a AAA credit rating

24

Page 52



Office of Local Government Annual Report 2017-18

Office of Local Government
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for the year ended 30 June 2018

16.  Financial instruments (cont'd)
(d) Financial risks {cont'd)
(I} Credit risk (cont'd)

The only financial assets that are past due or impaired are ‘sales of goods and services' in the ‘receivables' category of the
statement of financial pesition,

Neither past
due nor Pastdue but  Considered
Total'? impaired  not impaired impaired
$'000 $'000 $'000 $'000
2018
Current 663 653 - -
< 3 months overdue a2 - o2 -
3 months - 6 months overdue 58 - 58 -
> & months overdue 43 - 41 2
2017
Current 854 854 - -
< 3 months overdue 194 - 194 -
3 months - & months overdue 44 - 44 -
> B months overdue 168 - 156 13
1 Eath edumn n e table 1EPOMS ‘Grass recenables .
2 The againg analysi i statusary les. a5 these are not wihin the scope of AASE 7. Tharefors, e total will nat reconcik 10 the receivaties sotal

ised n the St ofh | p

(i) Liguidity risk

Liquidity risk is the risk the Agency will be unsble to meet its payment obligations when they fall due, The Agency
continuously manages risk through monitoring future cash flows and maturities planning to ensure adequate holding of high
quality liquid assets. The objective Is to maintain a balance between continuity of funding and flexibility through the use of
overdrafts, loans and other advances.

The liabilives are recognised for amounts due to be paid in the future for goods and services received, whether or not
invoiced, Amounts owing to suppliers (which are unsecured) are settled in accordance with the policy set out in

NSW TC11/12, For small business suppliers, where terms are not specified. payment is made not later than 30 days from
date of receipt of a correctly rendered invoice. For other suppliers, if trade terms are not specified, payment is made no later
than the end of the month following the month in which an invoice or a statement is received. For small business suppliers,
where payment is not made within the specified time period, simple interest must be paid automatically unless an existing
contract specifies otherwise. For payments 1o other suppliers, the Minister may automatically pay the supplier simple interest.
The rate of interest applied during the year was 8.77% (2017: 9.78%),

The table below summarises the maturity profile of the Office of Local Government's financial liabilities based on contracted
undiscounted payments, together with the interest rate exposure.
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Office of Local Government
Notes to the financial statements (cont'd)
for the year ended 30 June 2018

16.  Financial instruments (cont’d)
(d) Financial risks (cont'd)
(i) Liquidity risk {cont'd)
IMaturity Analysis and inferest rate exposure of financial iabilitles

Interest Rate Exposure Maturity Dates
Welghted
average Fixed Variable Non-
effective Nominal Interest Interest Interest 1-5
Int. rate Amount Rate Rate Bearing <1 year years > 5years
30 June 2018 % $'000 $'000 $'000 §'000 $'000 $'000 $'000
Payablgs:
Accrued salaries,
wages and on-costs N/A 263 - - 263 263 - -
Creditors N/A 5,391 - - 5,391 5,391 - -
5,654 - - 5,654 5,654 - -
30 June 2017
Payables:
Accrued salaries,
wages and on-costs N/A 92 - - 92 92 - -
Creditors N/A 7.058 - - 7,058 7,058 - -
7,150 - - 7.150 7.150 - -

The amounts disclosed are the contractual undiscounted cash flows of each class of financial liabilities based on the earliast
date on which the Agency can be required to pay. The tables include both interest and principal cash flows and therefore will
not reconclle to the Statement of financial position.

(i) Market risk

Market rigk is the risk that the fair value of future cash fiows of a financial instrument will fluctuate because of changes in
market prices. The Agency's exposures to market risks are primarily through interest rate risk on the Agency's borrowings
and other price risks associated with the movement in the unit price of the Hour Glass Investment Faglities. The Agency has
no exposure to foreign currency risk and does not enter into commodity contracts.

The effect on profit and equity due to a reasonably possible change in risk variable is outlined in the information below, for
interest rate risk and other price risk. A reasonably possible change in nisk variable has been determined after taking Into
account the economic environment in which the Agency operates and the time frame for the assessment (i.e. until the end of
the next annual reporting period). The sensitivity analysis is based on risk exposures in existence at the Statement of
Financial Position reporting date. The analysis is performed on the same basis as for 2017, The analysis assumes that all
other variables remain constant

Interest rate risk

Exposure to interest rate risk arises primanily through the Agency’s interest bearing iabilties. This risk is minimised by
undertaking mainly fixed rate borrowings. primarily with NSW TCorp. The Agency does not account for any fixed rate
financial instruments 2t fair value through profit or loss or as available-for-sale. Therefore, for these financial instruments, a
change in interest rates would not affect profit or loss or equity. A reasonably possible change of +/- 1% s used, consistent
with current trends in interest rates (based on official RBA interest rate volatility over the last five years). The basis will be
reviewed annually and amended where there is a structural change in the level of interest rate velatility. The Agency's
exposure to inferest rate risk is set out below,
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Office of Local Government
Notes to the financial statements (cont'd)
for the year ended 30 June 2018

16.  Financial instruments (cont'd)
(d) Financlal risks (cont'd)
(iii) Market risk (cont'd)

Carrying 1% +1%
amount Profit Equity Profit Equity
$'000 $'000 $'000 $'000 $'000

30 June 2018
Financfal assels:
Cash and cash equivalents 7,665 (77 {77) 7 77
Receivables 2,420 (24) (77) 24 24
Financial liabilities:
Payables 5612 56 56 (56) (56)
30 June 2017
Financial assels:
Cash and cash equivalents 15,136 {151) (151) 151 161
Receivables 2,832 (28) (28) 28 28
Financial liabilities:
Payables 7,150 72 72 (72) (72)

(e) Fair value measurement

Fair value compared to carrying amount

Fair value is the price that would be received to sell an asset or paki 1o transfer a Rability in an orderly transaction between
market participants at the measurement date. The fair value measurement is based on the presumption that the lransaction
to sell the asset or transfer the liability takes place either in the principal market for the asset or liability or in the absence of a
principal market, in the most advantageous market for the asset or Eability,
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for the year ended 30 June 2018

17. Related party disclosure
(a)  Key management personnel compensation

The Agency's key management personnel compensation is as follows:

2018 2017
§'000 $'000
Short-term employee benefits
Salaries 330 318
Post-employment benefits 20 20
Termination benefits - -
Tetal remuneration 350 338

The above key management personnel compensation exciudes the Minister for Local Government. Ministerial compensation
is paid by the NSW Legislature, not the Agency. It also excludes long service leave which is assumed by the Crown Finance
Entity,

During the year. tha Agency received key management personnel services from the Secretary and the Chief Finance and
Operating Officer who are employees of the Department of Planning and Envirenment. The Agency is not required to
reimburse the Department for their compensation and the total remuneration disclosed above does not include any costs
redating to these two key management personnal.

The Agency did not provide any non-monetary benefits to Cabinet Ministers, their close family members or entities controlled
or jointly controdled thereof during the year.

(b)  Transactions with key management personnel

The Agency did not enter into any related party transactions with key management personnel, their close family members or
entities controlled or jointly controlled thereof during the year.

{c)  Transactions with Government related entities

During the year, the entity entered into the following individually significant arm's length transactions with other entiies that
are controlled by the NSW Government:

e Cluster grant funding recerved from the Department of Planning and Environment of $241.6 million (2017- $149.6
million) Note 3(c)

® Persannel services revenue received from Lord Howe Island Board of $4.2 million (2017: $3.9 million) Note 3(d)

® Incurred capital expense to the Office of Environment and Hentage of $1,5 millicn for the companion animals
register rabuild

The Agency receivad less significant services from the Office of Environment and Heritage, Property NSW, Dapartment of
Planning and Environment for information technology, facilities and corporate shared services arrangements. Other NSW
government entity services were received from Audit Office of NSWY, NSW Seif Insurance Comeration, Grown Financs Entity
for audit. nsuranca and employee benefit liabilities

18. Events after the reporting period
The Agency is not aware of any afier balance date events which would have a material impact on these financial statements.

End of audited financial statements.
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CONTACTS

The Hon. Gabrielle Upton MP
Minister for Local Government
Minister for the Environment
Minister for Heritage

GPO Box 5341
Sydney NSW 2001

Ph: (02) 8574 6107

https://www.nsw.gov.au/your-government/ministers/minister-for-the-environment-minister-

for-local-government-and-minister-for-heritage/

Office of Local Government

Levels 1T & 2

5 O'Keefe Avenue
Locked Bag 3015
Nowra NSW 2541

Ph: (02) 4428 4100
Fax: (02) 4428 4199
TTY: (02) 4428 4209

Email: olg@olg.nsw.gov.au
Welbsite: www.olg.nsw.gov.au

Business hours: 8:30am to 5:00pm
Monday to Friday
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