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Overview

East Arnhem Shire Council’s discussion and analysis on the financial 
statements covers the activities it has undertaken for the financial 
year ended June 30, 2013.  It does not include the financial activities 
of Region C Pty Ltd which have been consolidated into the Council’s 
financial statements.

In financial terms, Council has had a comparatively better year in 
2012/2013 than the previous year. Net Assets, and accordingly 
equity, have increased over the 2012/2013 year. Council has 
performed well against budget delivering a modest operating surplus, 
has improved its debt management and receivables performance, 
and continues to maintain a strong level of liquidity. Councils 
unrestricted assets including cash and equivalents has increased 
significantly, these assets can be used towards the maintenance of 
Council’s asset base and/or to meet Council’s ongoing obligations to 
communities and creditors. 

2012-2013 Results Overview - in AUD Million 2012-2013 2011-2012 Variance %

Total Operating Revenues 35.8 39.8 -4.0 -10.1%

Total Operating Expenses 34.6 44.0 -9.4 -21.4%

Operating Profit/(Loss) for the year before Capital Revenue 1.2 -4.2 5.4 -128.6%

Capital Revenue 0.8 2.1 -1.3 -62.1%

Capitalised Expenditures 0.7 1.3 -0.5 -41.6%

Total Assets 26.6 24.9 1.7 6.8%

Total Liabilities 11.2 11.5 -0.3 -2.6%

Net Assets 15.4 13.4 2.0 14.9%

Total Cash and Investments   16.3 10.8 5.5 51.1%
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Total Operating Revenues

Operating revenues are derived from various sources including 
grants, user charges and fees, rates and annual charges, other 
operating revenues, interest and investment revenue and revenue 
from disposal of assets. A breakdown of the Council’s 2012-2013 
operating revenue is shown below.

Total Operating Revenues - in AUD Million  2012-2013 2011-2012 Variance %

Grants 22.6 22.9 -0.3 -1.4%

User Charges and Fees 6.4 9.9 -3.5 -35.5%

Rates and Annual Charges 1.9 1.8 0.1 4.5%

Other Operating Revenues 2.5 3.4 -0.9 -26.8%

Miscellaneous:

Interest 0.5 0.4 0.1 28.6%

Share of net profits from joint venture entities 0.1 0.2 -0.1 -36.4%

Profit from Disposal of Assets 0.2 1.2 -1.0 -87.3%

TOTAL 34.1 39.8 -5.7 -14.3%

Financial Performance
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Total operating income received in during 2012/13 was 
$34.1M. Total operating income decreased by $5.7M 
compared with the previous year predominantly due to NT 
Government spending cuts in the area of Territory Housing 
repairs and maintenance, accounting for $2.9M of the 
variance. 

As is demonstrated in the charts above, Council remains 
heavily reliant on Grant Funding to finance operations. Council 
considers itself to be viable, but not necessarily sustainable in 

the long term given the significant reliance on Grant Funding, 
which for the 2012/13 Financial Year accounted for 67% of all 
Council revenue. To become sustainable, Council is actively 
working on increasing revenue from non-Grant funding 
sources, and expects the ratio of Grant to non-Grant revenue 
to decrease significantly over the coming few years. 

Grants Revenue was 1.4% lower than the previous year, 
which equates to a $0.3M variance. 
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User charges and fees were 35.5% lower than the previous 
year due to a decrease in Territory Housing repairs and 
maintenance income of $2.9M. The 2011/2012 financials 
also include the receipt of special funding of $0.5M for works 
associated with Cyclone Carlos repairs and cleanup, which 
was not received in 2012/13.

Rates and Annual Charges increased by 4.5% in 2012/13, in 
line with CPI and the forecast increase in Rates. In total, Rates 
and Annual Charges account for only 5% of Councils total 
revenue in 2012/13, which in part highlights the restrictions 
placed on Council to increase rates on Mining Tenements 
beyond CPI. It also highlights a contrast with Northern 
Territory Municipal Councils who raise upwards of 60% of their 
total revenue from Rates and Charges. Council has adopted a 
policy to increase its rates revenue over the coming years as 
one measure towards achieving financial sustainability. 

Other Operating Revenues decreased by 26.8% due to 
receipts in the 2011/2012 financial year for contract works 
related to Cyclone Carlos R&M of $0.5M, and capital 
contributions of $0.4M. These receipts were one off, and 
accordingly not repeated in 2012/2013.

Interest revenue increased by 28.6% despite interest rates 
decreasing during the 2012/13 year. This is due to significantly 
higher cash balances maintained throughout the year. 

Though the joint venture remains profitable and sustainable, 
revenue from joint venture entities decreased by $0.1M in 
2012/13.

Profit from disposal of Assets was 87.3% lower in 
2012/2013 than the previous year, as significant Council 
assets were identified as superfluous to Council needs and 
were accordingly disposed of in 2011/2012. 

Total Operating Expenses

Operating expenses are made up of employee costs, material 
and contracts, depreciation and amortisation and other operating 
expenses and exclude capitalised expenditures. A breakdown of the 
Council’s 2012-2013 operating expenses is shown below.
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Total Operating Expenses - in AUD Million  2012-2013 2011-2012 Variance %

Employee Costs 15.7 16.0 -0.3 -1.9%

Material and Contracts 8.3 16.2 7.9 48.7%

Depreciation and Amortisation 1.3 1.7 -0.4 -23.1%

Other Operating Expenses 9.3 10.1 -0.8 -7.5%

TOTAL 34.6 44.0 6.4 14.6%

Total operating expenses for 2012/13 were $34.6M, which is 
14.6% lower than the previous year. 

Employee Costs were 1.9% lower in 2012/13 than the 
previous year, despite a moderate wage increase being 
passed on to all Council employees per the East Arnhem 
Employee Agreement. The overall decrease can be attributed 

to difficulties experienced in the areas of recruitment and 
attendance. 

Expenditure on Materials and Contracts was $7.9M lower 
than the previous year. Spending on Territory Housing 
related projects decreased by $2.8M, which demonstrates 
Management’s ability to respond and adapt to the funding 
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decrease of $2.9M in this area. In 2011/2012, $1.8M was 
spent on Roads projects including Gadapu (airport access) 
Road (Milingimbi) and Drimmie Head Road (Gunyangara), as 
well as other Roads related works in the Milingimbi area to 
improve internal roads services – these projects were finalised 
in the previous financial year and accordingly there was 
no expenditure against these projects in the 2012/13 year. 
Similarly, capital improvement projects to Council Buildings 
and Aged Care facilities in the 2011/2012 year of $2.5M 

were completed and accordingly there was no expenditure in 
2012/2013 against these projects. 

Depreciation and Amortisation was 23.1% lower in 2012/13 
than the previous year, as a result of the disposal of significant 
Council assets in 2011/12.

Other operating expenses performed in line with the previous 
year with only a 7.5% decrease.

Grants revenue was just over budget by 2.9% due to 
additional funding being received in excess of the budget 
forecast.

User charges and fees were lower than budget by $2.3M due 
to house repairs and maintenance ($1.7M), rental ($0.5M) and 
administration fee ($0.1M) income not achieving the 2012-
2013 budget forecast.

Rates and Annual Charges were $0.1M lower than budget 
due to Waste charges not achieving the budget forecast. In 
response, the Waste Management team have performed an 
audit of properties that are utilising Council’s waste services, 
this updated data is being used to apply charges in the 
2013/2014 year. 

Interest revenue was $0.1M higher than budget due to the 
budget being based on a lower estimation of Council Funds 
available for investment than was actually achieved in the 
2012/2013 year. 

Share of Net Profit from Joint Venture Entities was $0.1M 
higher than budget due to the Joint Venture Entity performing 
better than original estimates based on the anticipated 
economic environment.

Other Operating Revenue and Profit from disposal of Assets 
were almost exactly on budget, each with less than a $0.1M 
variance to budget.

Actual Performance against Revised 
Budget

Councils performance against budget is reviewed regularly to 
make sure that targets are being met for both revenues and 
expenses, and that appropriate action is taken to respond to 
changes in the economic environment. The following analysis 
is based on the 2012-2013 revised budget as adopted by 
Council in November 2012.

Total Operating Revenues - in AUD Million  2012-2013 
Actual

2012-2013 
Budget

Variance %

Grants 22.6 22.0 0.6 2.9%

User Charges and Fees 6.4 8.7 -2.3 -26.1%

Rates and Annual Charges 1.9 2.0 -0.1 -7.1%

Other Operating Revenues 2.5 2.4 0.1 5.3%

Interest 0.5 0.4 0.1 15.4%

Share of net profits from joint venture entities 0.1 0.0 0.1 0.0%

Profit from Disposal of Assets 0.2 0.1 0.1 93.6%

TOTAL 34.1 35.5 -1.4 -3.9%
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Total Operating Expenses - in AUD Million  2012-2013 
Actual

2012-2013 
Budget

Variance %

Employee Costs 15.7 17.1 -1.4 -8.2%

Material and Contracts 8.3 11.4 -3.1 -27.5%

Depreciation and Amortisation 1.3 1.5 -0.2 -11.5%

Other Operating Expenses 9.3 8.5 0.8 9.5%

TOTAL 34.6 38.6 -4.0 -10.3%

Employee costs were lower than budget by $1.4M due to 
understaffing, staff changes and low attendance.

Materials and contracts were lower than budget by 27.5% 
or $3.1M largely due to delayed infrastructure upgrades 
and projects not yet started at Gapuwiyak, Ramingining 
and Milingimbi and under funding on housing repairs and 
maintenance. 

Depreciation and Amortisation was almost exactly on budget, 
with only a minor $0.2M variance.

Other Operating expenses were $0.8M higher than budget 
due to the repayment of unexpended Grants to funding 
bodies, as a result of several projects or contracts not 
commencing, and other projects being finalised below the 
funding budget. 
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Financial Position

Assets

Assets consist of current assets, which can be converted into cash 
in less than one year, and non current assets which consist of 
Buildings, Infrastructure, Equipment, Plant, Furniture & Fittings and 
Motor Vehicles. A break down of Councils 2012/2013 asset balances 
is shown below:

The increase in cash and cash equivalents in 2012-2013 from 
the previous year of $5.4M can in part be attributed to lower 
levels of spending and increased cash conversion of debtors. 
Of the $15.6M Cash and cash equivalents balance, Council 
has an unrestricted cash balance of $6.2M, this has increased 
by $4.5M from the previous year. 

Trade and Other Receivables decreased by $2.1M from 
previous year due to improved collection management and 
regular assessment of the recoverability of debts.

Other current assets is largely related to accrued revenue and 
prepaid expenses. This decreased by $0.6M as a result of the 
collection of revenue in the 2012/2013 financial year, which 
was recorded as an accrual in the previous year.

Investments increased by $0.1M as a result of the profit 
distribution from the Joint Venture entity.

Property, Plant and Equipment decreased by $0.9M 
compared to the previous year. Additions of $0.8M were 
offset by depreciation of $1.4M and the disposal/write-off of 
$0.3M of assets.  

Other Assets represent securities that are held over credit 
facilities extended to Council. This decreased by $0.3M as 
Council decreased its credit facility and was accordingly able 
to reduce the securities held in relation to the credit facility.

ASSETS - in AUD Million  2012-2013 2011-2012 Variance %

Cash and Cash Equivalents 15.6 10.2 5.4 52.6%

Trade and Other Receivables 1.3 3.4 -2.1 -61.6%

Other Current Assets 0.6 1.2 -0.6 -49.1%

Investments 0.7 0.6 0.1 18.2%

Property. Plant and Equipment 7.5 8.4 -0.9 -10.8%

Other Assets 0.8 1.1 -0.3 -28.9%

TOTAL 26.6 24.9 1.7 6.8%
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LIABILITIES - in AUD Million 2012-2013 2011-2012 Variance %

Trade and Other  Payables 2.0 2.7 -0.7 -26.1%

Other Liabilities 5.2 5.3 -0.1 -1.1%

Current Provisions 1.5 1.1 0.4 36.7%

Borrowings 2.1 2.2 -0.1 -5.4%

Non-current Provisions 0.3 0.3 0.0 7.7%

TOTAL 11.2 11.6 -0.4 -3.0%

EQUITY - in AUD Million  2012-2013 2011-2012 Variance %

Unexpended Grant Reserves 4.3 3.3 1.0 30.0%

Assets Revaluation Reserves 1.1 1.3 -0.2 -14.9%

Accumulated Funds 10.0 8.7 1.3 15.3%

TOTAL 15.4 13.4 2.0 15.3%

CASH FLOWS - in AUD Million   2012-2013 2011-2012 Variance %

Net cash provided by operating activities 5.5 4.0 1.5 38.0%

Net cash used in investing activities 0.0 -2.7 2.7 -100.7%

Net cash provided by (used in) financing activities -0.1 2.2 -2.3 -103.1%

Net increase / (decrease) in cash held 5.4 3.5 1.9 53.7%

Liabilities

Liabilities consist of current liabilities that are expected to be settled 
within one year and non current liabilities which are not due to be 
paid within 12 months in the ordinary course of business.

Cash Flows

Cash flows are classified as those provided by/used in operating, 
investing and financing activities.

Equity

Trade and other payables decreased by $0.7M as Council’s 
outstanding debts with its Trade Creditors were reduced. 

Other Liabilities largely represent Grant Revenue that Council 
received in advance for the provision of services in the 
2013/2014 financial year.

Total current and non current provisions of $1.8M represent 
the amount required to be set aside to fund annual and long 
service leave employee entitlements. 

Total borrowings represent the amount to be repaid for the 
loan taken out by Council for the purchase of 4 properties in 
Nhulunbuy.

Equity increased by the net operating result of $2M. 

The Unexpended Grant Reserve increased by $1M in 
2012/2013 compared to the previous year. The $4.3M 
Grant Reserve represents Grant revenue that had not been 
fully expended for the purpose of the Grant at the end of 
2012/2013, but is able to be carried forward into the next 
year to be expended on the funded activity. 

The decrease in the revaluation reserve of $0.2M is as a 
result of realising the gain on the disposal of assets that had 
previously been revalued. 

Accumulated Funds increased by $1.3M. These funds are 
held for the purpose of funding the Councils continuing 
operations, including operating and long term capital 
requirements.
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Cash provided by Operating Activities was $1.6M higher in 
2012/2013 than the previous year. Predominantly this is due 
to operating receipts being surplus to operating expenditure. 

Net cash used in investing activities in 2012/2013 is minimal, 
as funds spent on the acquisition of Plant and Equipment 

was almost entirely offset by the proceeds from sale of 
assets and the release of security deposits as a result of 
lowering the credit facility. 

Cash used in investment activities represents the repayment 
of principal against the Commercial Bill. 

Key Performance Indicators 

The Council has adopted a set of financial key performance 
indicators as means of assessing its efficiency in achieving its 
objectives. These are shown below.

Asset Sustainability Ratio Target 2012-2013 2011-2012 2010-2011 2009-2010 2008-2009

Indicator > 100% 54.8% 72.6% 117.3% 419.6% 108.7%

This indicator shows approximation of the extent to which assets managed by the council are being replaced as assets 
reach the end of their useful lives.        

Interest Coverage Ratio Target 2012-2013 2011-2012 2010-2011 2009-2010 2008-2009

Indicator 3 & above  16.1  13.5  -    -    -   

This indicator is designed to determine how easily the council can pay interest on outstanding debt/loan.  

Current Assets Ratio Target 2012-2013 2011-2012 2010-2011 2009-2010 2008-2009

Indicator >1  1.99  1.64  1.99  2.74  3.68 

This indicator is designed to provide information on the ability of the council to meet its short-term financial obligations as 
they become due out of current assets.

Rates and Charges Coverage on 
Core Services Ratio

Target 2012-2013 2011-2012 2010-2011 2009-2010 2008-2009

Indicator 40% & above 12.8% 12.6% 19.1% 16.3% 4.0%

This indicator shows the extent of the council’s ability to cover operating expenses out of rates and charges.

Net Financial Liabilities Ratio Target 2012-2013 2011-2012 2010-2011 2009-2010 2008-2009

Indicator 0 - 100% 17.7% 8.4% 16.0% 33.8% 47.6%

This indicator is designed to measure capacity of the council to meet its financial obligations from operating revenue streams.

Operating Surplus Ratio Target 2012-2013 2011-2012 2010-2011 2009-2010 2008-2009

Indicator Between 
0-15%

190.1% -783.7% -1641.9% 787.6% 1355.4%

This indicator is designed to measure the council’s ability to cover its operational costs and have revenues available for capital 
funding or other purposes. A positive ratio indicates the percentage of total council’s source revenue available to help fund 
proposed capital expenditure, transfer to cash reserves or to reduce debt. A negative ratio indicates the percentage increase in 
total council’s source revenue (rates income) that would have been required to achieve a break-even operating result.
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Conclusion 

Council is in a relatively better financial position at the end of the 
2012/2013 year than previous, and is considered a going concern 
(able to fund its next 12 months operations). The challenge to 
become financially sustainable is at the fore of Council’s decision 
making as it sets financial policy and direction for the coming years. 


