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Disclaimer

Website: http://www.mornington.gld.gov.au/ Information contained in this document is based on available information at the time of
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Our Welcome

Welcome to the Mornington Shire Council’s Annual Report 2015-2016.

This report describes council’s achievements in delivering services to the Mornington Shire region
and shows progress in delivering the actions set out from the Corporate Plan 2016-2021 and the
Operational Plan 2015-2016.

The annual report is one of the ways council connects with the community and is the culmination of
regular reporting.

It shows

e Council’s commitment to achieve its vision for the region

e The result of actioning the Corporate and Operational plans
e Details of Council’s achievements

o Details of the services that have been provided to the region
e Transparency and accountability of council.

About this Report

Aimed to foster a vibrant, culturally rich community where local government services and facilities are
delivered in a way that is responsive to the needs and the aspirations of the community. This Annual
Report compares our performance against what we said we’d do in the 2015-2016 financial year.

Our quality of life is dependent on a strong economy and in planning for the future we need to be aware of
the constraints and opportunities arising from global financial conditions.

The region’s economic base has been built upon its geography, natural resources and in particular; a
remote lifestyle.

Council, through its economic development strategies, will continue to broaden this base to include
creative and knowledge-based industries, eco- tourism, construction and retail — while promoting clean,
green businesses that lead to high value jobs and career opportunities.

Mornington Shire Council
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Message from the Mayor

I would like to take this opportunity to thank the staff of the Mornington Shire Council; everyone has
worked very hard and shown commitment towards their respective positions to making this Council
a very strong and prosperous one.

This Council thrives to make our community better and stronger and also be the unheard voice that
the Government will hear and acknowledge our concerns and issues. This Council also brings to the
table a wide range of experience from Health, Local Government, Education and Employment. | am
pleased to say that we’ve got a good team (both from the Council and its Staffs) leading the way
forward for our community.

Council’s focus has been on infrastructure for the period of this report and we will be seeing the
starting of our new Wharf and also our new Runway. It has been a long way coming but finally its
here, our staff have worked endlessly to secure those funds and | would like to thank them for their
hard work and dedication. CEO Frank Mills and his dedicated staff have shown that they can achieve
the goals of the Council, even if it means going all the way to the top.

Our Housing project is working very well and has been doing a great job around the community.
They too are a dedicated team and | would like to acknowledge their hard work. They’ve recently
just completed our new Construction Camp which will be an addition to our accommodation for
contractors and fly in fly out staffs.

I've received comments from people who are visiting the Island and how they see the Community
now, they complement the way we have moved forward and the way the Council has taken the
initiative to take control of everything that’s going on around the place. We have a long way to go
and every step is a challenge for us to achieve.

The Mornington Shire Council is working towards building a good relationship with all tiers of the
Government to achieve outcomes that are best for our Community, we strive to make this
community a healthier and successful one by having ongoing meetings with other Government
agencies and Service providers in our Community to fulfil our vision and move this community
forward.

Mornington Shire Council Mayor Brad Wilson

mayor@mornington.qgld.gov.au
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Message from the Chief Executive Officer

Mornington Shire Council is one of Queensland’s most remote and unique Local Government
organisations. The complexities we face on a daily basis in terms of locality, climate, environment,
culture and history are both challenging and inspiring.

As unique as we are, we have the same strong reliance on grant funding as other local governments
to support our goal of long term sustainability. With no rateable land or properties and limited
capacity for commercial and economic development, our ability to generate own source revenue is
restricted and requires innovative solutions.

Adapting to the natural, social and economic environment of the Wellesley Islands is quintessential if
we are to move forward and deliver services to best practice standards?

Council’s vision is:
To empower our Community — Our people
To feel solid and strong like the rock in Mundalbe
To taste and hear the breaking waves of change
To establish clean, safe, healthy lifestyles togetherness
Pride and respect for each other in our culture, achievements and successes.
To see and smell the compassion and peacefulness of our community
Commensurate to our vision, council and community recognise:

There is a need to balance the demands of growth and change with the needs of our environment
and community.

Our highly skilled and educated community live here for a special reason:

The opportunity to live and work close to the pristine waterways and native bushland that are
central to our quality of traditional life.

Protecting our precious environment is one of our main priorities and is an integral part of our
vision.

Setting the path for the future for Council and community to build on the momentum of change and
continue the journey to achieving their vision and organisational goals, Council is investing time and

resources in the review and formulation of their annual operational plan associated budget and their
long term corporate and financial plans.

As the Chief Executive Officer of Council, | am responsible for the production of an Annual Report in
accordance with Division 3 of the Queensland Local Government Regulations 2012 and Section 104
(7) of the Queensland Local Government Act 2009. This report must give my assessment of Councils
progress towards implementing our annual operational plan and 5 year corporate plan.

Mornington Shire Council Annual Report 2015-2016
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As Council continues to move through an unparalleled period of change management, the
achievements during 2015 — 2016 are now building on the foundations that started in 2014 when
Council set a new path and direction. With a focus on strengthening Council’s financial position and
its ability support the delivery of infrastructure projects whilst building community capacity, our
achievements during the reporting period include:

Improving Community Lifestyle

Funding approved for the redevelopment of the football oval, including installation of a lighting
system, with works to be carried out during the 2016 wet season.

Council implemented a program for delegations from the service provider group to attend monthly
meetings with Council.

Negotiations conducted with Commonwealth and State Government departments to secure long
term funding for sport and recreation and projects engaging youth.

Local Laws have been approved and introduced for the control and licensing for domestic animals.
An Animal Management Worker has been appointed and development of a community education
program commenced.

Council and Community Housing

Negotiated through the Council, Department of Aboriginal and Torres Strait Islander Partnerships,
Housing and Public Works and Building and Asset Services combined Technical Working Group for a
local person to be employed as a community housing officer.

Negotiated through the Council, Department of Aboriginal and Torres Strait Islander Partnerships,
Housing and Public Works and Building and Asset Services combined Technical Working Group for
greater Council input and advice to be taken into account during the evaluation of community
housing needs assessments.

Negotiated with the Department of Housing and Public Works and Building and Asset Services for
commencement of a Council Housing Program with staff to be offered first right of refusal for all
community housing maintenance and repair works.

Commenced formal negotiations with Gulf Region Aboriginal Corporation for an indigenous land use
agreement to provide additional land for community housing on Mornington Island.

Keeping our Culture Alive

Negotiated support from all State and Commonwealth Government Funding agencies to develop a
strategic plan for service delivery within Mornington Shire Council.

Council grants and communications coordinator continued the process of building relationships with
government departments and philanthropic organisations to identify funding opportunities that
support cultural services and programs.

Council in partnership with Job Find (Rise) has continued the development of a plan and commenced
works to develop the “Old Village” foreshore area into a community park and BBQ area.

Mornington Shire Council Annual Report 2015-2016
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Creating Opportunities for Prosperity

Council negotiated funding to support the purchase of a mobile concrete batching plant and to
support the introduction of a housing program to provide employment to local indigenous people in
the housing construction and repairs and maintenance fields.

Negotiated processes through the Council, Department of Aboriginal and Torres Strait Islander
Partnerships, Housing and Public Works and Building and Asset Services combined Technical
Working Group to implement a whole of government approach to new constructions and housing
repairs and maintenance to support employment of local indigenous people.

Continued the process of building regional relationships with stakeholder network to identify and
develop opportunities that support economic development planning and activities.

Protecting Our Country

Council in conjunction with AECOM and GRAC completed a geotechnical survey to locate
unidentified and unmarked graves for inclusion in the cemetery plans and records. A plan has been
developed in conjunction with GRAC in regards to identifying and obtaining documentation of graves
in the Shire cemeteries.

Council has developed and implemented an Environmental Management Plan to address civil pride,
litter and waste management.

In partnership with Department of Aboriginal and Torres Strait Islander Partnerships and Brazier
Motti completed a whole of community survey that included identification and correct spelling of all
street names.

Negotiated and secured funding from a combine of Commonwealth and State Government agencies
and private enterprise for stages 1 and 2 of Jetty and Barge Landing redevelopment and carried out
stage 1 — the demolition of the old jetty.

Negotiated and secured funding from Commonwealth and State Government departments for
replacement of airport fencing, lighting upgrade at the airport and a major works remediation
project for the runway to be carried out before the 2016 wet season.

Council has developed a systematic road maintenance system which identifies priorities in the
communities including the R2R works and maintenance programs to meet community expectations.

Enhance and Support Local Business

Negotiated and secured funding from the Commonwealth Government for replacement of bulk fuel
storage on Mornington Island and development of community fuel retail outlet to support local
business.

Mornington Shire Council Annual Report 2015-2016
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Purchased and transported to Mornington Island, 42 bedrooms of transportable accommodation for
development of a visitor accommodation centre on Mornington Island to support local business.

Council reviewed, amended and adopted both their five year corporate and long term financial plan
to meet community needs and expectations and improve financial sustainability of Council.

Transparent and Open Communication across Three Tiers of Government

Council continued to review, amend and implement new and existing registers, policies and
delegations to meet legislative and organisational requirements.

Council’s Financial Statements for 2015 — 2016 financial year received Unqualified Financial
Statements status by the Queensland Audit Office.

Council adopted their Sundry Debt Collection Policy in May 2016 which the formalisation of has
allowed Council to improve internal procedures, which has resulted in the improved payments for
outstanding debts in a timely manner and significantly reducing outstanding debts.

Council adopted new and improved internal procedures that have resulted in improved cash flow
processes within Council. This has allowed Council to invest surplus funds into its investment
account to generate additional revenue.

Council undertook a review of all procedures relative to BAS, PAYG and FTB lodgements and
introduced processes that ensure all lodgements are correct and made prior to the required
lodgement dates.

Council reviewed and amended its Disaster Management Plan, carried out both desk top and
outdoor emergency exercises and participated in community resilience and risk assessment planning
in line with the disaster management plan.

Council continued to improve its website, social media and community networks to disseminate
information to the community and all stakeholders. Weekly radio interviews and a
Council/community newsletter have been introduced to support the information flow to all
residents and stakeholders.

Mornington Shire CEO Frank Mills

ceo@mornington.gld.gov.au
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Mornington Shire Council Region

Mornington Shire incorporates twenty-two of the twenty-three islands of the Wellesley Group in the
Gulf of Carpentaria. The Wellesley Islands are remnants of the mainland now submerged by the
syncline that formed the Gulf of Carpentaria and are essentially flat platforms with little relief. There
are substantial areas of intertidal flats and fringing reefs associated with most Islands.

Mornington Island is the largest island in the group covering an area of 700 square kilometres, is
located 16°30’ south and 139°30’ east in the Gulf of Carpentaria, about 125kms north-west of
Burketown, 200kms west of Karumba and 444kms from Mt Isa. The Shire has an area of 1,248.4 sq
kms.

Gununa (a Lardil people word), which was founded in 1914, is the primary residence of the majority
of the Shire’s population. Public utilities in Gununa are well developed with reticulated power,
water, sewerage and storm water drainage. Town streets are bitumen-sealed. The aerodrome is of
an all-weather standard and Regional Airlines services the Island from Mt Isa and Cairns Monday to
Friday. Council operates the barge shed and works with Carpentaria Freight, which operates the
barges service from Karumba.

Aspirations

We aspire to be one of Australia’s most sustainable regions- culturally diverse, pristine and viable in
every sense.

According to our corporate Plan, Mornington Shire aims to be a community where:

e Our people are happy, healthy and safe

e Our natural environment is valued ad well managed

e Our culture is retained

e We have quality infrastructure

e We have a sustainable local economy

e Governance and ownership of community direction is by Council

e We have a transparency of government and open communication between the three ties of
government.

Mornington Shire Council Annual Report 2015-2016
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Governance

Mornington Shire Council aims for great governance. To make this
achievable, our emerging priorities include:

. Ethical, accountable and transparent decision-making
. Effective business management

. Strong financial management

. Highly skilled, engaged and valued local workforce

(currently at 89% indigenous staff)

. Advocacy and partnerships
. An informed and engaged community
. Excellence in customer service.

Council aspires to be recognised as a highly regarded and reputable
organisation.

We have an obligation to show leadership and engage with the
community, operate according to the law, ensure professional and
ethical standards and plan services to meet the needs of current

and future generations. Great governance will allow council to i
achieve these goals and build community trust and pride in our MOornington.qld. g oA
organisation. =

) .: —""J -r... '*
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Our Councillors

The role of elected councillors, as part of the governing body of a council, is spelled out in section 12
of the Local Government Act 2009. It is to:

e Represent the current and future interests of these residents of Mornington Shire Council

e Ensuring Mornington Shire discharges its responsibilities under the Act, achieves its
corporate plan and complies with all laws that apply to the Shire

e Providing high quality leadership to the Shire and the community

e Participating in Council Meeting, policy development and decision making for the benefit of
Mornington Shire

e Being accountable to the Community for the Shire’s performance

Councillors play a very important policy-making role, requiring the identification of community
needs, setting objectives to meet those needs, establishing priorities between competing demands
and allocating resources.

In March of 2016, the Local Government election saw the Mayor Bradley Wilson and Councillor
Robert (Bobby) Thompson elected into Council for a second term, along with Councillor Jane Ah Kit,
Councillor Claire Farrell and Deputy Mayor Sarah Isaacs elected for their first term in Local
Government.

Council have confidence in the spirt and determination of the organisation and its commitment to
delivering our vision. Our workforce is highly skilled, dynamic and adaptable in its approaches to
tackling the range of challenges facing us ahead. Above all, our staff are committed to delivering
high quality services. This is an important time for the Mornington Shire and for the organisation-far
reaching decisions and actions will be set in train over the next five years which will significantly
shape the future of the region. Mornington Shire Council are gearing up for the exciting times ahead.

Cr Thampson; acanormic duyslaoprmmnl, Tansp=t and region | i
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Our Executive Team

The Chief Executive Officer and all the Executive Team make up Council’s Executive Leadership
Team. This team has the shared responsibility for providing the organisation with leadership and
direction to achieve the outcomes determined by Council.

FIGURE 1.
Elected council (Mayor and Councillors)
Chief Executive Officer _____,’ Governance Coordinator

Infrastructure / Technical

Services

-
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Community Financial Report

Community
Financial
Rep Ol't Financial Summary

OpEmEtona §EVENE
513.7 million
Capitsl Revenus
£595 thousand
Expenditure

%18.7 million

This report summarises Council’s financial
position at 30 June 2016 in plain English.

Mornington Shire Council Page Annual Report 2015-2016
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Revenue ®  Capital Income $1.7 million & The
decrease is due to the reduction in fair value

Council received $14.3 million in revenue and of the 40 year leases. The value is reguired to
other income for the year ended 30 June 2016. bee re-assessed each year for accounting
purpozes

Expenses

Coundil spent more than $19 million during the
year between operations [$18.7 million) and
capital projects (51 million).

The main operational expenses for Councl
include:

*  Employes Benefits
=  Materials and Services

1% *= Fimance Costs
®  Depreciation and Amortisation

E Levies and Charges

E Fees and Charges
|l Rental InCome

B interest & investment Revenue

i 5ales Revanue

& Other

@Grants & Contributions - Oparating
E Grants & Contributions - Capital

jul Capital Income

Total revenue decreased by 512 million [-46%) on
the previous year. Principal movements included:

H 31%
* Capital Grants $9.8 million & The significant HEmployes Benefits
decrease in capital grants was due to B rraterials and Services

completion of one-off flood damage
restoration of Birri and Ballaleah Roads

* Sales Revenue 51.9 million ¥ During the
Council sales revenue has continued to ki Capital Expenses
increase in 2016 dues predominantly due to
the establishment and rapid expansion of the
Housing services department.

|l Finance Costs

E Depreciation and Amortisation

Mornington Shire Council Page Annual Report 2015-2016
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Assets

As at 30 June 2016, Council's assets were valued
at 5125 million.

What Council Owns

How the money is invested

Vi

1%

W Cazh & Cash Eguivalents
mTrade & Other Receivables
B Inventones

M other Financial Assets

M Buildings

B rlant & Equipment
m infrastructure

B Corporate Serdces 510.1 mallion

B Technical Services 566 million

B Community Services 3499 millicn

Mornington Shire Council Page
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Liahilities
At 30 June 2016, Council's liabifities totalled %14

million. This was made up of the following:

* Amounts owing to suppliers, and
*  Employee leave entitlements

Community Equity

Coundl's community eguity is defined as its net
worth —what we own, less what we owe. At 30
June 2016, Council’s community equity was 5125
million.

Annual Report 2015-2016




Measures of financial sustainability

The Lecal Government Regulation 2012 requires that Council report its results for the financial year against
selected fimancial sustainability ratios. These ratios, their definitions and Council’s results at 30 June 2016 are

stated below.

Ratio How the measure is calculated Target Actual
Met result (excluding capital items)
divided by total operating revenue

Crperating Surplus Ratio {excluding capital items) 0-10% -37%:
Capital expenditure on the replacement of
assets (renewals) divided by depreciation

Met Financial Liabilities Ratio | expense <G0%% -T3%
Taotal liabilities less current assets divided
by total operating revenue (excluding

Asset Sustainability Ratic capital items) >90% 13%

Council's current year financial sustainability statement, the Auditor-General's report on it and Council's long

term fimancial sustainability statement are located following Council’s Anmual Financial Statements in this

report.

Indicators

Long Term Financial Plan Projections

Actual Yrl Yr 2 Yr 3 Yr 4 Yr 5 Yr 7 Yr 8 Yr 9
Target | 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025
0-10% 37.0% | 22%  -17% @ -15% @ -12% @ -11% -8% -6% -5%
<60% -73% -42%  -48%  -60%  -69%  -79% = -90%  -102% -114% -127%
>90% 13% 84% 49% 22% 63% 63% 65% 66% 67% 68%
Mornington Shire Council Page Annual Report 2015-2016
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Councillor Remuneration

2016
Salary &

Councillor Allowances Superannuation Other
Bradley Wilson 101,444.33 11,522.22 813.60
Sean Linden 46,872.88 4,322.42 -
Robyrta Felton 28,941.03 -
Robert Thompson 47,810.27 3,590.80 370.35
Lyle Wilson 30,297.69 -
Jane Ah Kit 17,262.58 864.15
Sarah Isaacs 19,082.02 370.35
Claire Farrell 17,262.58 370.35

308,973.38 19,435.44 2,788.80

NUMBER OF MEETINGS OF MORNINGTON SHIRE COUNCIL ATTENDED DURING 2015/2016

FINANCIAL YEAR

Section 186 (c) of the Local Government Regulation 2012

Councillor

Mayor Bradley Wilson
Councillor Sean Linden
Councillor Robyrta Felton
Councillor Robert Thompson
Councillor Claire Farrell
Councillor Jane Ah Kit

Councillor Sarah Isaacs

Mornington Shire Council

No. of Meetings
9o0f12

50f9

8of9

11 0f 12

30f3

30f3

30f3

Page
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There are a number of requirements contained within Section 186 and 187 of the Local Government
Regulation 2012, that are required to be reported within the Annual Report regarding complaints
made about Councillors. During the 2015/2016 financial year there were no complaints received
against any of the Councillors.

Breaches against the Code of Conduct Nil
Total number of staff code of conduct breaches 1

Information on Councillors breaching the code of conduct Nil
Number of complaints about code of conduct breaches by Councillors Nil
Number of recommendations from conduct review panel Nil
Number of complaints resolved Nil
Number of complaints to Ombudsman Nil

Senior Management Remuneration
Senior management of a local government is —
e The Chief Executive Officer; and
e Any other local government employee who is employed —
1. On acontractual basis; and
2. Inaposition that reports directly to the Chief Executive Officer.
Total remuneration packages for senior officers during 2015 — 2016

e 1 senior contract employee with a total remuneration package in the range of
$180,000 - $200,000

e 2 senior contract employee with a total remuneration package in the range of
$150,000 - $180,000

Mornington Shire Council Page Annual Report 2015-2016
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FINANCIAL STATEMENTS

Mornington Shire Council

Financial Statements
For the year ended 30 June 2016
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Mornington Shire Council

Statement of Comprehensive Income
For the yvear ended 30 June 2016

Incomea
Raveanus

Recurremt revenus
Levies and chearges
Feas and charges
Renta income
Iritereat revenue
Sales ravenue
CHieer incame

Grants, subsidies ana contrilbagions

Capital revenue

Grants, subsidies and conbribulons

Creer capital incorne
Total capital pevenue

Totsl income

Expénses
Recurrent cxpens s

Empioyes benelis
Malerals and sardces
Finance cosls
Deprecipdion

Capltal expansas

Total pxpanses
Mot result

Other compreghensive income

lmms that will not be reclassified 1o net result

Increasze in revaluzlion surplus

Tolal other comprahansive income for tha yaar

Total comprehensive income for the year

Counecll
2086 2015
Mol & ¥
Ba} 1,665,541 1,017,304
) 11,078 3T 8048
e 1,874 842 521013
Ad) 192 806 225 517
e 5,485 5RO 3533, 11
R 147,674 207,788
4a) 279 2al 4422 (3
13,7048, 782 10,166 833
A 2,344 405 12,202,009
5 (1,748,218) 1,604 056
565,166 16,196,075
14,303,978 6,362,908
& (6,365,536) [ ATE 2]
7 {5, B4, 550) (5.780.625)
B (562,193} {36, 438)
14 {5,060 435 (5,009, 041)
[1B.723.454) {15,224 525)
] [138,853) {259,043)
{18,862 117) (15,483, 869)
(4,558,138) 10,879,040
7
{4,558, 134) 10,878, 040

The sbove statemant showld be read v conjunclion with the accompanying notes and Significant Accownding Policies,

Mornington Shire Council
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Mornington Shire Council
Statement of Financial Position

as at 20 June 2016

Current Assels

Cash and Cash Equivalents
Trade and Other Recsivables
Inventoniaes

Odhar Finandial Assets

Total Current Asssts

Noh-Currant Assits

Oiher Financial Asssis
Property, Plant and Equipment
Total Non-Curvent Assets

Total Assats

Current Liabilities

Trede and Other Payables.
Frowsions

Total Current Liabilities
Mon-Current Liabilities
Provisions

Total Non-Current labilities
Total Liabilities

Met Community Assets

Community egquity
Assal Revaluation Surplus

Redainad Surplus

Total Commundty Equity

Couneil
2016 2015
Maota $ 5

10 74510434 6,632 397
M 2,668 312 581,005
220978 208 505
12 GO0 825 E78 452
11,100,647 8,381 370
12 23 554 309 26,034 532
14 &1, 853, 385 ar,016,016
115457 775 123,080,548
126,558 422 131,251,818
13 927,019 1,112,682
15 135,963 11,548
1,063,002 1,124,230
16 21,187 85 326
21,157 25 326
1,084 184 1,219,556

1Z5, 474, 223 130,032,362
17 102 T35, 861 102,715,981
>3 TER DEZ 27,316,404
125,474 723 130,032 362

The above sisferment should be read in conyunction wilth the sccompanying notes and Significent Accounling Foliges.

Mornington Shire Council
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Mornington Shire Council

Statement of Cash Flows
For the year ended 30 June 2016
Council
Note 2016 2015
$ $

Cash flows from operating activities
Recaipts from customers 5,617,125 5,741,529
Payments o suppliers and empioyess (12,860,857) {10.157,018)

(7,243,732) (4,415,490)
Interes! received 193,806 225217
Rental income 1,514,842 523,013
Operating grants and contributions 4379942 4422013
Net cash inflow (outflow) from operating activities 18 (1,155,142) 754,753
Cash flows from investing activities
Payments for praperty, plant and equipment (§90,688) (13.809,162)
Finance lease recaipls 879,462 660,010
Grants, subsidies, contnbutions and danations 2344 408 12,202,008
Net cash inflow (outflow) from investing activities 2033178 {037 243)
Cash flows from financing activities
Proceeds from borrowings
Repayment of barrowings
Net cash inflow (outfiow) from financing activities
Net Increase (decrease) in cash and cash equivalent held 878,037 {182,488)
Cash and equivalents at the beginning of the financlal year 6,632,397 6,814,885
Cash and equivalonts at end of the financial year 10 7.510,434 6,632.397

The above ststernent should be read in conjunction with the accomparying notes and Summary of Significant
Accourting Policeas,

QAO
carified statements

Mornington Shire Council Page Annual Report 2015-2016

22



Mornington Shire Council
Statement of Changes in Equity
Fer the year ended 30 June 2016

Asset Retained Total
Revaluation Surplus
Surplus
Note 17
$ $ ¥

Balance as at 1 July 2015 102,715,961 27,316,401 130,032,362
Net cperating surples . {4,558,139) (4,558,139)
Other comprehensive income for the year

Increase / (decreass) in assel revaluation surplus 17 - .
Balance as at 30 June 2016 102!715!981 22!755262 1 5474'223
Balance as at 1 July 2014 102,715,961 16,437,361 119,153,321
Net operating surplus - 10,879,040 10,879,040
Other comprehensive income for the year

Increaso / (decrease) in asset revaluation surplus -
Balance as at 30 June 2015 102,715,961 27.31 1 130,032,362

The above stafernent should be read in conjuncion with the accomparying notes and Summary of Significant Accounting
Pokces

QAO
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Mornington Shire Councll
Notes to the Financial Statements
For the year ended 30 June 2016

1 Significant Accounting Policles
1A Basis of Preparation

These general purposs financial staiements are for the penod 1 July 2015 1o 3¢ June 2018 and have been prepared in
complance with the requiremenis of the Local Government Act 2000 and the Local Government Reguistion 2072.
Consequently, these financal slalements have been prapared In sccordance with ol Ausirslian Accountng Standards,
Australian Accounting Interpretations end othar suthoritstive pronouncements ssued by the Australan Accountng
Standssds Board

Tresza financia’ sislemenis have bean prepared under the histerical cost convention @xcept for the revaluation of centain
non-current gssals.

Current/ Non-Curren: classification

Assets and kabiities are presented as “Curent” or “non-current” in the Stalement of Financial Position on the following
basis:

Curren! assels and Habililles ncude fnancial and non-finsncial dems which are aither held primanly for the purpose of
trading or is expaciad to anse and be raatsad or seltiad 1 the normal course of the operaling cycle, or doas not have an
uncenditional right to defer settiement for at least 12 months after the repovtng penod.

Non-current assets and Babilities Inciude financlal and non-financial tems which are either not expectad to be reallsed or
sattiad In the normal course of the coerating cycle, or contain an uncondtional right to defer settiement for a period greater
than 12 months

Recurrent/capital classification

Revenus anc expendiure sre presented as “recurren?’ or “capital’ n the Statement of Comprehensive Income o the

Capital Revenue includes grante and subsidies received which are tied 10 specific projects for the replacement or upgrace
of existing non-current sesets andior invesiment in new sssete. It also Includes non-cash contnbutiona which ara usualy
infrestructure assets racaived from cevelopers and falr valug gains on infrastructurs assats or housing leasas,

The following transacticns are cassifisd as either "Capital Income” or "Capital Expenses” depending en whether they
resull in accounting gains or losses:

- gisposal of non-curtant assels

- revaluations of infrastructure assats

- revauation of housing lesses
All other ravanue and expensas have baen classifisad as “recument”,

1.8  Statement of Compliance

These general purpose financa! statements comply with sll accounting slandards and interpretations |ssued by the
Australan Accourting Standards SBoard (AASE] that ere melevant to Council's operations and effective for the current
reporting period. Because the Council is 8 notforprofit entity and the Australisn Accounting Standards include
requirements far nol-for-profit entities which are incensistent with Intemational Financial Reporting Standards {IFRS), o
the exient thess Inconsistencies are applied, these fnancial statements do not comply with IFRS. The main mpacts are
the offsetting of revaluation and imparmant gains and losses withn o class of assets, and the iming of the recognison af
NorguEnUoe grant revenue.

1. Constitution
Mornington Shire Counct is consstuied under the Queenstand Local Gavermment Act 200§ and is domiciad in Austraka

1.0  Date of Authorisation

The financial statements were authorsed for igsue on the date they were submitied 1o the Auditor-Genarsl for final
signature. This is the dale the management cartificate |s signad.

5
QAQ
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Mornington Shire Council
Notes to the Financial Statements
For the year ended 30 June 2016

1.E  Curmrency

The Councl uses the Australian acllar a5 its funchonal currency and its presentaticn curmancy.

1.F  Adoption of new and revised Accounting Standards

In the curent year, Council adepted all of the new and revised Standards and Interpratations ssued by the Australisn
Accounting Standarde Board (AASE) that are relevant 1o ts operations and effectrve for the current reporting period. The
adoption of the new and revised Standards and interpretations has not resulted in any materal changes to Counci's
sccounting policies.

Momington Shire Council has not applied any Ausiralian Accounting Standards and Interpratations that have been ssued
but are not yet effective with the P of AASS 2015-7 Amendments to Ausitralian Accounting Standards - Fair Vaive
Disclosures of Not-for-Profit Public Sector Entities . Generally council applies stancards and ntergretaticns in accordance
with their respective commencement dates. The retrospactive applicaticn of AASB. 2015-7 has exempled coundl from the
disciosure of quantitative information and sensitivity analysls for some valuations categorised within Level 3 of the falr
value hierarchy.

At the date of authorisation of the fnancial report, AASB 9 Financial (nstruments and AASB 20156 Amendments fo
Austrafian Accounting Stendards - Extending Related Perty Disclosures to Nol-for-Profii Public Sector Enfifies are the cnly
new accounting standards with a future application date that are expected to have a malerial impact on courcil's financial
Statements,

From 1 July 2018 AASB 124 Related Party Disclosures will apply to Council, which means that council wil d'sclose more
Information about related parties and transactons with 1hcaa ralated parties.

Counci! is still reviewing the way that revenue is d and gnisad to Kdent'ty whether AASE 15 Revenus from
Contracts wilh Customers will have a material impact. To date no impact has been identified.

AASB 15 s effective from 1 January 7018 and wil replace AASE 118 Revenue, AASE 111 Construction Conlracts and a
number of Interpretations. It containg @ compretensive and robust framework for the recognition, measurement and
disc'csure of revanue from contracts with customers.

Omer amended Ausiraian Accounting Standards and Interpretaions whch were issuad a1 the date of authorsation of the
Snancial report, but have future commencemant dales are not likely to have a material impact on the financisi statements.

1.6 Critical accounting judgements and key sources of estimation uncertainty

[n the ppplication of Coundils accounting policies, management s required to meke judgements, estimales and
assumplions about carrying values of assets and &abiities that are not readily apparent from other scurces, The estimates
and ssscciated sssumptions are based on histoncal expenence and olher factors tha! me considered to be relsvant
Aciual results may ciffer from these estimates The estimates end cngoing assumplions are reviewed on an ongoing
basz Revisions o accounting estimates are recognised in the period in which the estimale is revised and In future
periods as relevant

Judgements, estimates and assumptons that have a potential significant eMect are outined in the following financial

statement notos:

Vai and depreci of property. plant and equipmant - Note 14 and Nole 15
Impairment of property, plant and equipment - Note 1.K

Provisions - Note 16

Valation of fingncs lkasas - Note 12

Cantingent fabilkies - Note 21

& QAO
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Maornington Shire Council
Notes to the Financial Statements
Fer the year ended 30 June 2015

14  Financial Assets and Financial Liabilitias

Council recognises a fmancial asset or 2 fnancial liabilty in &3 Siatement of Financial Pasition when, and oaly when,
Coundl becomes a party fo the contractual provisions of the instrumant. and does 5o &t fair value.

Firancial assate and firancisl lisbliites ara presentad saparataly fram each other and ofsetting has not baan epplad
14 Inventories

Stores and raw maleriabs beld for resale ane valued at the lowor of cost and net realisable value. Costs are sssigned an
the bagis of walghted average coat

1.J Deed of Gran® in Trust Land
Councd is lpcaled on land assigned 10 § undar a Deed of Granl in Trust (DOGIT) wndar Seclion 34] of the Land Act 1884,

The land & administered by the Department of Natural Resources and Mines and fhe Council has msiricied use of this
land for the benafit of shire irhabitants. The DOGIT land has not been taken up in the Councl's assels as it cannat ba
relisbly mepsured.

1K  Impalrment of Non-Current Assets

Each mon-curmen physical assed and growp of assats is assessed for indicators of impairment anmually, i an indicator of
possdile impairment axsts, the Council determines e assels recoverable amound. Any amount by which the assels
cinTying amour axossds the reesverable amount i recorded as an impairment loss.

1L Maticnal Com petitlon Palicy

The Coundl has fevevwad ils aciivities and has idenbfied thal thare are no business achvibes io whech the code of
competitee conduct applies.

1M Rounding and Camparatives

The fnancial ststements hawe been rounded to the nearest 37, Comparative informabion has besn restaled where
necessany 1o be consistent with disclosures in the curert rapoting perod.

1N Taxation

Income of local autharilies and public aulhodites 5 exempl from Commonwealh taation exept for Frnge Benefils Tax
and Goods and Sendces Tax ('GST'). The nel amoun) of GST recoverable from the ATO or payable to the ATO & ahown

#% an mssel or isbilily respectvely.

QAl

cerified stalements
-‘_‘_‘—-———-_._.-F

Mornington Shire Council Page Annual Report 2015-2016

26



Mornington Shire Council
Notes to the Financial Statements
For the year ended 30 June 2016

2. Analysis of Results by Function
ot C.

2(a) Comp itF

The activities refating to the Courci’s components reporied on In Note 2(b) ara as folows

Corporate Services

This comprises the supgort functons for the management of Councile finances, information technology end adminisk-ation,
and support for the Mayor and Councillors, Council ana committes meebngs and statutory requivements,

Technical Services

To provide and maintain infrasiructure such as roads, drainage, feotpsths, serodromes, marine faciities, water supply and

services, sewerage, plant and machinery, and the constiuction and maintanance of commurity buildings and facilities.

Community services
Community services and fagiites including cultural, haaith, & § ang recreational senvices.
This funcon includes:
« Community recreational faciities
+ Environmental and animal management
« Provision and mainlenance of act iaticn services
* Supoly of gcods, including bakery, fuel and gas
* Repar and mar of ¢ ity housing
Mormington Shire Council
Notes to the Financial Statements
For the year ended 30 June 2016
2 Analysis of Results by Function
() Incoma and expenses defined between recurring and capital are attributed to the foll g f\
Yoar ended 30 June 2016
Functions Gross am income Total Gross program expenses Total Net rezult from Net Assels
Recurrent Capitad Income Recurent Capital expenses recument Result
Grants Other Grants Other operations
2016 2016 2016 2016 2016 2016 2016 2016 2016 2016 2018
s S $ $ s 5 5 s $ s 5
[Comporate Serices | 5,460,568 226,213 = = 3,687.06 | 14,056,806 - " [4.056,806)]  (360,790) {360,790)| 10,194,030
Technical Services 421,371 2.047,224 | 2,334,405 - 5,703,000 | {7.264,038) (138,653)|  (7.402,697)| (3,895443)| (1,609,661)| 66,356,700
Communily Services 497,663 6.155,408 10000 |  (1,749219)| 4913872 | (7.402.530) - (7.402,530) (745439)|  (2.488,658)| 49.950,545 |
Tetal Council 4379042 | 9328850 | 2344405| (1.749219)] 14303978 | (18,723.454) (138,653)| (18,862,117)]  (5,014,672)]  (4.558,139)| 126,611,275
Year ended 30 Juno 2015
Functions Gross program income Totad Gross program expenses Total Net resull Net Assets
Recurring Capital income Recurring Capital Xpe! from ing Rasult
Grants Other Grants Other operations
2015 2015 2015 2015 2015 2015 2015 2015 2015 2015 2015
$ $ 3 $ $ $ $ $ s 3 S
Corporate Services 3.089.270 420,234 1 4418504 | (3813208)| - | (3813206)] 605208 605296 | 7,330,695
Technical Services 142241 | 1,381,585 | 12,202,000 | = 13,725,835 |  (5596.772) (259,043)| (5855815)| (4,072.946)] 7,870,020 | 69,505,138
Communty Services 290,502 3,934,001 - 3,904,065 | 8218560 |  (5.814,843) s (5.814.848)  (1,500,345)] 2403721 54,416,081
Total Council 4,422,013 | 5,744,820 | 12,202,000 | 3,904,066 | 26,362,000 | (15,224,826) (250,043)| (15.483,868)|  (5.057,003)] 10,879,040 | 131,261,048
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Momington Shire Council
Notes to the Financial Statements

For the year ended 30 June 2016
2016 s
$ $
3  Revenue Analysis
{8) Levies and Charges
Water 903,134 443 280
Sewerage 390,397 33527C
Gebage crarges 372,420 185 75¢
1.665 591 1,017 304
(b) Fees and Charges
Fees and charges 311,078 237 8oé
311,078 237,806
fc) Rental Income
Property rentsd 1,614,842 523,013
3,514,642 523,013
{d) Interest Revenue
Interest recaived on ceposts 193 608 225217
193,808 2527
{e) Sales Revenoe
Sale of Services
Contract and recovernble works 4,766,220 448 563
Social housing constructon « 2,391,089
4,766,220 2,837 652
Sale of goods
Sale of goods 728,339 £05,05¢
729,330 696,059
%495 559 %@,‘h 1
(N Other ncome
Suncry Incoma sy B 975
Cther Income 112 557 140 793
4T 974 207,765
Recognition and Measurament
Lavies and Charges
Where monies are ved prior to the cament of the lavying panca, the amoun Is mcognised as revenue in the penod in which
they are recsivec,

Enes snd Charges
Fées ard charges relate 1o local government levy, bevy on siaff houses and airport landing fees. Levels of fees and charges are determined by
Courcil al 1w commencament of each year and recogrised as revenue Upon receipt.

Bautel Iocome
Rantal revenue from invesiment snd ofer propanty & necogn sed 88 1CHme on 8 pancdic strsight [he basis over the lasss wrm.

Intecest Inceme
Interest received from term ceposes is accrued over the teem of the nvestment

Sales Bevenug

Sale of goods mevenus is recognised when the signicant neks and rewards of owners'ip ans ransfemed to the buyer, generally when te
castomer has taken undisputed delivary of the goods.

Cortract and recoverable wods Include construcion and mamtenance works for locals and locs! businesses. The amount ecognised as
revenue for confract during the fi “al year i the amount receivable in respect of Invoicas issucd durng the period. Them e no
confracks n progress ot the year end. The contract work camiad out b not subject to retent cas.

Socisl housing construction invaives Councl 88 printipal contractor In e construston of nmw 20sal Housing for the State Government
Revenue was recognised when agreed milesiorms weee met by Counci
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Momington Shire Council
Notes to the Financlal Statements
For the year ended 30 June 2016

4 Grants, Subsidies and Contributions
(a) Recurrent
Commonaeaith government subsidies and grants

Gensrsl purpose pranc
State govarnenant subsidies and grants

(b) Capital

Commanwealth govemment sLbsdies and grants
NDRRA funding*
State governmant subsidies ang grants

2016 2018
$ §
700.595 764,085
3,397,228 3438422
282,108 221,502
4,379,942 4422013
671,500 111,626
1223529 12,090,333
249576 -
2.334,405 12,202,005

= Capital expendiure ‘or 4ood restorabon was completed pricr 1o 30 Jne 2015 NDRRA funding receivad during the Nnancial year reprassnats

e fing misstone paymant par the funding agreement

Condittens over Contributions

Cenwbuticns recogrised as income dering the reporting pancd and which wine cbianed on the candilion Tl they be expended in a manner
specfied by Se contributor Eut had not bean expended at the repasming date:

Nanseaprocal grants

& Caphal Income
Galn / loss on disposal of non<urrent assets

Galn on revaluation of lnase assets
Total Capitsl Income

& Employes Benefits
Totsl o2 wages and salaries
Councd ors’ remuneration
Annual, sick and long sanvice leave antifernents
Superannuaton
Other employes related expenses

Less: Cepaaised emplayes cxpensas

Councillor remuneration represants safary, other allowances, costs ard training pald in re2pect of camyng out their duties

Teral Counci employeos st the reporting cute:
Elecied membams

Adminstration siaff

Depot and outcoors staft

Total fuk Tme ecuivalent smplcyees

Mornington Shire Council

213313 105,140
218313 105,140
2018 2015
$ )
(1745.219) 3,004 058
{1.745 219) 3,994 058
2016 2018
Note $ §
4271907 3,018,585
368 675 304 405
727,288 405,434
2 540,022 337 453
6.907,5C2 2066877
459,314 427 614
8,357,216 4494400
{1.330) {78.007)
8,385 tie 4418424
2016 2015
5 5
14 13
82 53
101 i
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Mormington Shire Couneil
Haotes to the Financial Statements
Far the year ended 30 June 206

& Empleyss Benefits [Continuad]
Recognition ond Measwreamaent
Salares and Yages
A lability for salanies ard wapess is recognised and mestwed as e amourt unpeid al the repoing date at cument pay ralas in mspact of
erfdloyies’ Sarvitas up 1o that dade, This liakity represends on accrued expenze and i raported i Node 12 as & payatle.

Anniai begve
A liabiily for annuesl kave is recogrised, Al snounts have boan resognissd a8 surert due 1o Se entiiement of staff o lake their leave at any

e, subject o operalisea’ requirementa. This labiity represents an stcoried expanse snd is reported in Male 13 as a payable,

Sk Loave

Sick lpave aken i the fulure will be mat Dy fulue entliamanis and hancs ro recognifion of 5ick leeva has beed made in these firanda!

siafements.

Suoprannuation

The suparannuation sxpense for the reporting poriod s e ermaunt of the contributon e Councl maoes b M Supemimuaticn plan which
provices benefits to is employess.  Details of those amangements ane sei aut in Mole 23,

MG HHE
Materals and Services 5 ]
A mrini sirabon supplies end consumablas 1,18 Lo i 1L
Audil ef annual finensel shsiemants 81300 © BR430
Communications. and IT 2085 503 217 087
Consultants 257 508 1565 B0
Transal Td 550 B7,249
Ceneral supensns 75002 758,105
Faumanca 2497 AT2 81,328
Legal expensss 144, B58 §7.336
Storeyard aparating sxpansss A5g 445 78 384
Wyarkshop operating espenses. 178,234 ET.7TDE
Housng senvioes operning GxpEnsas 2,316 082 117,743
Waler operating expenses 70,381 586
Airport cparaing auparcas 33378 42 Asn
Animal asd pest control sxpanses 138,520 10,452
Soorl and mcraation sspenaes Ba 284 26 (34
Cermetery opeialing expeises a1l 10,185
Frivale works ppaemiing Bapenses 268,520 2,768,875
CHher malerials and senvices i ]: bl B3 eI
£ Bd4 550 8,760,025
2018 ans
H ]
Fimance Costs
Bank charges 18,591 12858
Imnasimsent of dabils 32 602 ZAATT
552 153 368 435
26 i
¥ ]
Capital Expanses
Gain [ loss on disposal of non-current assets
Procsads from the sale of property, plant and squipmant
Lass ook valus of praperly, plant and equipment dspoeed off 138, G653 759,043
138,653 250,043

Total captul sxpenses

Mornington Shire Council Page
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Mornington Shire Council
Motes to the Financlal Statements

For the year ended 30 June 2016
018 il H]
L] ¥
10 Cash and Cash Equivalents
Cash al bank gnd on hand T.235 851 83811317
Deposits al call 274,583 271, 2650
Ealance par Statemaent of Cash Flows 7510434 [ EEET

Counsia cash and cash aquivalents am subject o 8 numbar of inserral and &xemal restriclians. thed Bmit amousts avalable for decretionary
or fulure use. Thass ndiucde

Externally imposmed expendiures resfrictions at the reporling dale relate 1o the

Pl cish Basats

L nspent govermmant gants and subsidies. 118313 108 140
Tohal Lnepant Mairchsd cash 218,513 ERED
Recognition atd Miasoeantent

Casn ard cash equivalents includes cash on hand, all cosn end cheques mesipted but not banksd 8% e year end, deposits held af call with
fnanelal Ta9tubians, sther sherksemn, Mighly fqusd invesements with origingl maiurties of hise Monthe cf lass Bl ane randly comwerssie &
known amounts of cash and which are suBject 12 & nsagrificant sk of changes i value, and bk cverdrels

Financial Fisk Mansgement - Credit dek

The Coundil may be sxpossd to orddil ik firough B irmasiments in te OTC Cash Fund and GTC Warking Capital Faciity. The QTC Cash
Fund is an seaed managemend porifolic that invests wilh 8 wide range of high cradit rabed countarpannses Deposits with the OTC Cash Fund
are capital guarantead. Werking Capilal Faslity depoafs hive a durstion of one day and all ir~essments are required o hive @ minimum
cradil rling of “A-", thatefons the Fellood of the couniemanty Rivieg capacity 1o mael it financial cammitnents is strong.

Cither investments ans held e'ther with fingncal instulions or the Steis Governmest, which ans mbed Ad- based on reting epency mings. and
whilst nol capital guaramieed, the likelihaod of @ credit falure s assessed as emobs
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Mornington Shire Council
Maotes to the Financial Statemenis
For the year ended 30 June 2016

2E Z0E
§ £
11 Trade end Other Recebabies

Currend
Trade cabiomns. 3NEIWT EF3, 5T
Cithar cabboirs 34,134
Less |mpaimment ({BE3 BAA) [24£.080)
GET mepmmbe 41,088 120, 383

2688.312 551,005

Recognition and Measurarment

Trads recerables e recogrsed al the amounts due 8t 10e tme of sale or service delivery e ke agreed purchass pnoe | contract pros.
Saltianent of thess amouns i required within 30 days from invoice date.

The collechabiity of receivalies i fases e perodically and if hens & abjectve svidence that Counc will nel be akfc to collect all smounts
dus, the camying smewunl |5 reduced for impaioment. The koss s secognisad in finance costs,

Al known bad debim ware weithen-off gt 30 June. Subsequent recovenies of amounts presiously wiitien off in e same pericd ane eoognised
& fnance costs in ihe Sialement of Comprshanshm incoma. If an smound s recovessd [n & subssgqueni perod it s moognised as mvenue,
Emancia! Risk Marsgamand - Credit risk

Thia Ceauncl Resasies e condit sk bafore providing goods or sarvices. snd apples normal business ot protection procadures [ mininiss
= sk,

By the nabure of the Councils aperations, e i@ 8 gecpraphical concentraion of rizk i the Councl’s ansa. This is dud % eoromic igsues
lu.WlWlnﬂmﬂIﬂmﬂiM' of which have a general economic [mpact

Mo interest is.charged an dablors. Thans & ne conosatrafion of cac dsk for sardce charges, fees and cfher delbion recalvatis

Ageing of past due receivables and the amount of ary impaimment is disclosed in the folowing ke

2018 BHE
] §

Mot passt dum T30, 2 13,827
Pasl cs 31-B0 deys a7 B85
Past dug B1-50 days 14,718 100,533
Mera e 50 days 614,704 841,735
imparad [E&3 558) (2480800
Tortal ZHGEAIZ ETIRT]

——————la —  —— —__}
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Momingten Shire Council
Motes to the Financial Statements
For the year ended 30 June 2016

"

12

2096 2Ms
5 §

Trgids and Othar Feseivables [Continued)
Bamant in eccumulaled impsirmend prondsions s as folows
Opaning balance & 1 July 245080 . FE3.188
It pairead debbs wiither Gl during e veer (227,333) {251}
Addifonal imparments recognized 573,215 3577
Irrgainrments. ndwened IT.074) (3. 109
Closing balance =1 30 June = cas@s 2450

For impaired franclal sssets the mcons e Councll considenad whan imparing the ssset inciuded ihe apeing of recekmbles, historical
cofection rates amf and speciic knowlsdge of the deblon finencal pDEIﬁ:H.

The fair visue of frade and other recerables is o approximeade the value of the orgiral ransaction, less any alowancs for
impairTant
2018 2016
5 ¥ -
Other Finanolal Assets
Currant
Finanoa lagsas B0 B35 BP0 462
BG0,825 Br9Ahd
NonmGurrent
Finance leasas 5,504 550 25,034 532
O N— 1
A reconciiation betwe=n the groas investment in the lease and e fal value
of lease paymants i 85 Tollows.
Gross minimam leasa paymants mosivabin;
Mot laber han ors year ES0.07% BT 4E2
Laier thar ane year byl not (ader Ean five years 2,73 700 2.7T1T.84T
Later than Tre years 20,583,113 20,837 543
24,037 738 24 324 ASF
Arkd: Eslimabed contingant rant 13,562,854 18,292,708
Less Prosent value sdustment [13,335,118) {15,500, B45)
Fair waluw of lasn payrent. 34,285,214 29,713,008
The faic valug of lsass paymants ane ol vable as folows:
Nt bater Man ane yaar Ho0 528 G5 452
LLabes thaan one year but not later than fve years 2 TET P4 2743274
LLater than five years 20,535 T48 2,251,118

24,285 314 26,713,554

Movements in finance lases were s folows:

Cipeaiii gy badanGa 26,713,954 23,789,837
Add: Initial recognition of new leases

Logs: Lewss receipts {E79,462) (559.910)
Add: Galnon nevalusrtion {1,740 219) 3,804 058
Closing balance 24,285 314 28,713,854

The calculstion of fair walus has included an ostimabe of average snnual GP increases of (A% for 2041415 and 2.5% for 2015/98) and &
discount rabe of (2.63% for 2014015 and 2.58% for 20151 8).
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13 Crhier Financial Asasts {Continusd)
Racagrmiion mnd Madsuresm el
Cinares lodass 33 |§-350¢
Council has ieased 222 cwelings as lessor o e Cusensiand Govommant dar 20 years. The oGl lease payment par dwaling in the: curmend
BT whS an averege of 52,995 62, Thesas lease payments are requined 10 be adjusted sach year by e change in the Consumeas Price nde:x
(Al Grepal for Brahans Ap e oes Bass payiienis A inalfcient b covar tha far valie (depvecialed mplacamant ooef] of e laased
propériies, there is reo inlen=sd rads implick in the leases and therefore no finance income wifl aniss fram the leaces. Consequendy, the leases

are ecognised & the presen vakse of the expaciad fubeg jease paymanis necssable (fair vaue) CGans on mvalustce af inance leass
ASHSiE 88 fAdegnBesd aa olher nComME

There b nil uresmed finarce noome, urguarantesd residual vaiues scoring 8 the berefit of Coundll, sccumulated aiowance for
Pl S P 1) L | B DEIETIS Maseable or conlingdn| Fanks recognisad &S income applicablo i e leases,

2018 ooyl
5 §
13 Trade ard Other Pa yables

Currant
Crediiors and acoruals 42T 845 TET 42
Anfual Eave 322 201 504
Cner payables 118,533 13 s

2T 08 i RFIH
Recognition and Moasurement
Teads Gradi

Trade crediars aoe recogrised upon receipt of e goods or sendices cadersd end ere messured ot e agresd purchass'conimec prcs net o
appi'catke discounts other than contingent dscounts. AMmounts Teing ans unsacursd and ars ganerniy sesed on 30 day terms.

T Balr waiLie of trads paabias s assumend i ApReimeats the valus of the oignal ansacion

Mornington Shire Council
Notes to the Financial Statements
For the year ended 30 June 2016

14 Preperty, Plant and Equipmant

Maota
Buildings Plant and Foad and Water Sawerage Oithar Fum In Pregresa| Total
Equipment Oranage Inifrasirueiung

Couneil - 30 Juna 2018 Matwork Asspls
Basis of Moasuramant Fair Velue Cost Fair Malus Fair Valug Fair Valum Fair Wals Ciost
Assot Values § ] E 3 3 3 ] 5
Opening gross value &5 et 1 July 2015 38,193,044 5,030,067 | 53,043,332 31,654, 587 11,240,000 14 Dﬂiﬂ | _L'?_.Bi? | 153327245
Additiars B - WweiEs) - - 5306 - 638,193 | 990,688
Dispesals - {284,701 - . - (&14,000]) 144.230) (1,151,831},
Transfers between classes B - - 188,529 = = 445 B58 [CEE -
Closing gross value as at 2 June 2016 38,153,044 5,062 555 53,232 161 31 G54 587 11,255, 106 13,678 156 L__ 53_2;_93 153, 66,002
Accumulated depreciation and impairment )
Opaning balance az a1 1 July 2015 18,877,148 3,563,231 13,451,504 E,BE3,613 5,721,561 5,344,271 - 56,011,228
[epraciaton provided in parisd 1,167,190 TE0NLT2E | 2,740,102 | T ED .._. asfui _jas.ari__ ' ) : # —_L 5,080,435
Dwpreciation an dpazals - | Emam| - - - = [742,924) - ] L9E8,048)
Accum ulated gepreciaticn &5 at 30 June 2046 21,174,339 3,636,634 16,181,608 8,560,356 5,052,668 5,284,821 - 51,902,617
Total written down value as at 30 June 2018 17,018,705 1,455 721 37,040,654 22,094,231 5,202,647 £.291,335 f62,193 97,060, 304 |
Residual Valug - - . - - - .
Range of esfimated wselu e in pears 15- 50 2-20 40 -25 10 - 1540 20 - 80 &0 - 40
Additinns Compriss: 5 ] 3 [ [ [] [] _ )

Renewals = 106,188 184,820 - 15,306 248 B8 3,508 THO, GBS

Qther additions - 230,000 - = - > - 230,000
Teanl addilions = 6, 1869 168 825 - 15,306 246,858 3506 490,688
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14 Property, Plant and Equipment

Council - 30 June 2015

Basis of Measurement
Asset Values

Opening gross value as at 1 July 2014

Additions
Disposals
Transfers between classas

Closing gross value as at 30 June 201§

A atad d

Buldings

Plant and
Equipment

Road and
Drainage
Network

Saverage

Work In Progress|

- Total

Fair Value

Cest

Far Value

Fair Value

Falr Value

$

$

$

38,182,055

6,068,638

36645650 |

103,079

13,296,782

31,654,587

11,240,000

826,978

239,301

141,643,186
13,808,167 |

{1,266.060)

10,938

56,410

(255 043)f

(1,525,103)

{84.219)

38,193,044

5,050,057

$3,043,332

31,654,587

11,240,000

702017

153,927,245
=

P

Opening balance as at 1 July 2014
Depraciation provided in period

Depraciation on dleposals
& Jated depreciatl

Total written down value as at 30 Juna 2015

Residual value

Range of estimated useful life in years

and impal

[ 18762055

4 549,761

13,642,915

8,144,770

5,351,701

53,168,246

1,214,194

279,530

7,808,587

708,743

329,850

5.009,041

(1,266,060}

{1.266,060)

as at 30 June 2015 19,877,149

3,663,231

13,451,504

8,853,513

5,721,661

56,911,229

LYY

,801.074

ERALTEE)

15- 40

10 - 60

20-60

Mornington Shire Council
Notes to the Financial Statements
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14 Property, Plant and Equipment (Continued)

Recognition and Measurement

Each class of property, plant and equipment is stated at cost or fair value less, where applicatie, any accumulaled
depreciation and accumulaled mpairment loss. ltems of plant and equipment with a total value of less than
§5,000, and infrastructure assels and buildings with a total value of iess than $10,000 are freated as an expense in
the year of acguisition. Al other items of property, plart and equipment are capitalised

Acguisition of
Acquisitions of assets are inRially recorded at cost, Cost is determined as the fair value of the assets given as
consideration plus costs incidental to the acquisition, indluding freight n, architect's fees and engineering design
fees and all caher establishment costs,

Property, plant and equipment received in the form of coniributions, are recognised as assets and revenues at fair
value by Council valuation where that value exceeds the recognition threghoids for the respective 23set ciass. Fair
value is the price that would be receved to sell the assel in an orderly ransaction between marks! padicipants at
the measurement date

Capifal and Opersting Expenditure

Wage and materizis expenditure incumed for the acquisition or construction of assets are treated as capital
expenditure.  Rouline operafing mantenance, repair cosls and minor renewals (o maintain the operational capacity
of the noncurent aszset Is expensed as Incurred, while expenditure that relates to replacement of 8 major
companent of an assat to maintan its service potental is capitabsed.

Councl incurred significant expenditure on the restoration of flood camaged rcads under NDRRA arrangements.
These costs on the roads, although capital in nature, were expensed as they were 1o restore the road infrastruciure
back to the pre-flooa standard and the value recognised in the asset register.

Valuation

Non-current phiysical assets measured at far value are revalued, where required, so hat the carrying amount of
each class of asset daes not materially differ from its fair value at the reporting date. This s achieved by engaging
ndependent, professionally qualifed valuers to determine the fair vabe for each dass of property. plant and
equipment assets al leas! once every 3 years. This process involves the valuer physically sighting a representative
sample of Council assets across all asset dasses and making their own assessments of the condition of the assets
&1 the date of inspection. Desktop valuations are conducted each year by qualified external valuers and, where
material, are applied to the assst values.

On revaluation, sccumutated depreciation is restated proportionately with the change in the camying amourt of the
asset and any change in the estimate of remaining useful life.

Separately identified components of assels are measured on the same basis as the assels to which they relate.

Capital Work in Progress
The cost of properly, plant and equpment being constructed by the Councll Indudes the cost of purchased
services, materials, direct labour and an appropriate proportion of labour overheads,

Depreciation
Deprecation on other property, plant and equipgment assets is calculated on a straight-line basis so as to wite-off

the net cost or revatued amourd of each depreciable asset, loss its estimated residual value, progressivaly over its
estimaled usefd life 1o the Councl. Management befieve that the straght-ine basis approprialely refiects the
pattem of consumption of all Counci assets,
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14

15

Property, Plant and Equipment (Continued)

Recoghition and Measurement

Where assels have separabely idendifable compaonents that are subject to regular replacement, these components
are mssigned useful llves distingt from the assed to which they redate. Any expendifure thai meresses the odginaly
assessed capacily of service polential of an asset i3 capitaliged and the new deprecisble amount is depreciated
ower the remaining usedful life of the assel ko the Council.

The depreciable amount of Improvemants 10 or on leasehold land fs sllocated progressivaly over the esfimated
uzaful lves of the improvermenta 10 the Cauncil o the unaspired perod of the lkease, whichewar s the shorer.

Depreciabion methods, estimated wselul lives and residual vatuss of propery, plant and equipmen| assels ane
feviewid 8 the end of aach reporting penod and ad|usted where necessary Io reflact any changes in the pattern of
consumption, physical wear and iean, lechnical or commersial obsolescence, or managemerd Inrerions, The
condifion assessmenis parformed as part of fhe anrual valuation process for assats messured at written down
cumeni raplacement cost are used (o estimale e ussful lives of these asseds &1 each reporting date.

Falr Value Maasurements
{i) Recognised Fair Value Measurements

Counal measures and recognises the following assels al far value on @ recuming bass:
Property, piant and equipment
Buildings.
Road avd Drainage
Watar
SEvemrage
Other Infrasineciure Assels

In eccordance with AA58 13 falr value messuremants ars calegonzed on the following
- Fair value based on quoled prices (unedjueied) in sctive markets far identical azsets
- Fair value basad on inputs fak are direclly or indirectly obeersable for the asset or
- Fair valype based on unobservable inputs for the asset and liability {Level 3}

Thie folliwing labhe cHegorises fair valie messuremenls 8s aither fevel 3 of el 3 0 socoidance wilh AASA 13
Council doas not have any assels messunad af fair value which mesat tha oiteria for categorisation as level 1 or
lewel 2.

Tne fair valees of the assets are detemined using valualion technigues which masimise the use of observabie
dats, whare it B ewalsblie, and minimisa the use of entily specic astmates. H all significant mguts raquined to T
wihe @n asged are observable, (he sssel i nchuded in level 2. There are no kel 2 ilems moognised by Couwne. If
one ar more of ihe significend inputs s not based on obaenable markel data, ihe asset (s incleded in level 2 Thig js
the case for Councll infrastructura assets, which are of a specialist nalum for which there is no active market for
similar or idenfical assels, Those assels an wlued using & combination of ohservable and unobsenable inpuls,

Mornington Shire Council Page Annual Report 2015-2016

36



Mornington Shire Council
Notes to the Financial Statements
For the year ended 30 June 2016

15  Fair Value Measurements (Continued)

The tabie presents the Coundl's assels measured and recognised at fair value at 30 June 2016,

Note Level 3- 2016 Level 3 - 2015
(Significant (Significant
uncbservable inputs) unobservable inputz)
$ $

Recurring fair value measurements
Bulldings 14 17,018,705 18,215,895
Road and Drainage Network 14 37040554 39,591,829
Warter 14 22,094 231 22,801,074
Sewerage 4 6202647 5518433
Other Structures 14 8,351,335 B,699.027
80,747 472 04 826,284

There were no transfers batween levels 1 and 2 during the year, nor between levels 2 and 3,

Cowncil's pokicy is to recognise transfers in and out of the fair value hierarchy levels as at the end of the reporting
period.

(i) Valuation techniques used to derive fair values for level 3 valuations

Buildings (Level 3)

The fair value of buildings were aiso determined by independent valuar, Propell National Valuers effective 30 June
2014, Due to the nature of Momington Island, there is neither an active market for the assete or the Counci
busldngs are of a specialist nature. Therefore fair value has been determined on the basis of replacement with a
naw asset having similer service potential including allowances for preliminanes and professional fzes.

The Gross Current Vailues have been derived from reference to market data for recant projects and costing guides
issued by the Australian Institule of Quantity Surveyors, Rewlinson's (Australian Construction Handbook) Due lo
this Emited markel. the net curent value of a budding asset is the far value using Depreciated Replacement Cost
assessed with reference to the Gross Replacement Cost and the Remaining Life or potential service of the assel.
The average cost of construction used 10 calcuiale the gross current vaiue of Council's Buildings was 52.250/'sqm
for residential bulidings and $3,800/sqm for commercial buildings

In cetermining the level of depraciation for the asset, consideration has been given 10 the typicai life cycle and
renewal trealments of each compenent. and at what poind the sssel is considered lo Le no longer avalable to
meels its primary objective, Condition was assessed 1aking into consideration both physical characteristics as well
as funclionality, capabiity, utiisation and cbsolescence.
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15 Fair Value Measurements {Consinied)

The below table dotals the condiion rate scale ullised when assessing buldng assels.

1 2 | 3 | [ 5
\tery Good Conditon Good Condithn | Modorsio Condien | Poor Condtion Vary Paor Condilion
- tm ated proportian of Ne a 0%
jconsumed Up to 45% olwesen 45% lo Up 1o 0%
|~cequate structurs, sore [Sruciuma has sercus problerns and
F unctionally Sound [Evucture functioning but wih problems due 10
jStnacore Sound Sucture |=vioence of fourdstion joomcam s hald for the integ y of the
"’ jSoruchurn froovement, minoecratking, [V 0405 mavement. Some snlicats cracking nchin.
A [Fabeic 1s badly damaged or
eracking, -::"d: hed F sbew: damaged, displaced. P ffected by eacking,
2 cled by cracking. staring, overflows o breakages. lstaning, overflows, leakege or wiful
JCxiemat sakage. Indications of 1. Coatiags In need psairy
proachus of il oped heavy mantenancs or ranewal |Coatings badly damageé or non-
Fabric constructsg with sownd o an_lbmul. Joxisient
-~ 3
Uiy NG weks and
true to Ine and leved,
- of dearienlin oy :ﬂ‘:n‘r:lanmnﬂm Fabe: s
ldscabraton Vrpoeamnce affectad by minor a mw:‘m:""‘
kerackar, staining, or miner oy spiaced. b
al : damipaes of mmmmﬁ:ngmwu mb\g.v::mnb‘lwuv“
:‘:;"" 'ME l::l'“ » [Finishes of poor quuity 8nd in need d‘mﬁuml. [Fnishes badly damaged marod and
oaiing in v of replacement.
| Vel securnd and operatonal.  jOperational and
IFiros sound of funcson anc Eamx minor wesr and m"‘""“’"‘ Mooy [Fiiags of pose quatiy sn appemremce. ofter Macat are inoperatis or damagec.
g pearance. % -
Peoreenance [\Wet matrilared ard canod vl cossimm) Frecuent maibenance Inspectons essentisl. Short  IMinken He expectancy, requining
SpOCHONS FAquied " olement roplacernant rehatd tation., rehabitalion or replacement.

nfrasiructurs Assets (Lewel 3)

There |s no market for Council's roads, watnr, SCWwarage and drainage ASSets and oier structure assets as these are held 1o provide essental sarvices (o 1he community, For e purpase of assessing fair
valye for financal reporting purposes value has bee by using D Cosl, This valuation compnises the estmaled current cost of replacament of the asset with a similar
asset which is not necessarly an exact reprocuction but which has simias service patential and function (phis where agplicable an amount for nstaliation), Ic33 an amount for dapreciation in the form of
accrued physicsl wear and jear, L

and

SIS PO
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15 Fair Value Measurements (Continusd)

Fair value of assets was determined by independent valuer, Propedl National Valuers effective 30 June 2014.
Condition was assessed by inspecson from the valuers with additional reference to the CT Management
condition report prepared In Novemnber 2013, This report detalled the Read's lengths and width that had been
measured by GPS and also o provide an assessment of condition allowing the assessment of the change in
conddion within 2 six month span providing greater darity to the useful life of @8 Road assets. All sbove ground
assets were physically inspecied.

1(2) Road and Drainage Network « Calculation of current replacement cost
Roads and Drainage
Current replacement cost
Coundl categorises the road infrastruciure into wdan and rural roads with further sub categeries of sealed and
unsealed roads. Council assumes that environmental factors such as soil type, climate and topography are

consistent across each segment. Council slso assumes a segment s designed and constructed to the same
standard and uses a consistent amount of labour and matenals,

Current replacement cost was calculated by reference lo the assets linear and width characteristics, overhead
allocations and service costs With regard to unsealed roads, il is assumed that base raw materials can be
soexced from local quamies where possible, otherwise other material is assumed to be transported o the lsland.
Where construclion is outsourced, current replacement cost was based on the average of similar projects over
the last few years. Reference was also made to recent costs for construction works within the simiar remate
locations and Rawlinson's Construction Cost Guide.

Fair valve of assets was determmned by independent valuer, Propell National Valuers effectve 30 June 2014,
Condition was Inspacted as far as practical for all accessible sites at the time of the valuation (with the accass to
the eastem end of Bslialeah Read being prevented due to floeding). The condition of previously inaccessible
sites were sssessed by George Boume & Assodates, with the significant decline In senviceability recorded
effactive 30 June 2014. During the 2015 financial y=ar, all eligible costs to restore the roads 1o ther pre-flood
condition were capitaised. Current Replacemont Cost was calculated by reference to asse! linear and area
spacifications, estimated labour and material inputs, sesvices costs and overhead allocations,

Drainage Infrastrycture
Cumrent replacement cost
A full valuaticn of drainage infrastructure was undertaken by independert veluers, Propell National Valuers,

effective 30 June 2014, Simiar to roads, drainage assels are managed in segments of 200m; pits, pipes and
channels being the majpr components,

Consistent with roads. Counci! assumes thal envirenmental factors such as soil type, cimate and lopography
are consastent across each segment and that a segment is designed and construtied o the same standard and
uses a consistent amount of labour and materials. Where drainage assets are locatled underground and
physical inspection s not possible, the age, size and type of construction material, logether with current and
planned maintenance records are used to determine the fair value al reporting dafe. Construction estimates
were detarmined on a eimilar basis to roads.

—6%\;:)—“\\)

carlifed statements
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15 Fair Value Maasurements [Continuad)

2a) Water, Sewerage and Other Infrastructure — Calculation of written down curremt replacemsant cost

Water an ra

Current replacerent cost
VWater and sewersge infrasirecture fair values were determined by independent valuers, Propell Mabional

‘aluers effective 30 Juna 2014. Curranl Replacement Cosl was calculaled based on expscied replacerment
costs.  In all cases the assels were disaggregated to component level to ensure » reliable measure of cost and
sarvice capadiy and deterioration of esfimated remaining life.

‘Valuation unit rales (replacemant cashs) wene increased by 25% - 40% fo allow for propect overhesds nduding
survey, environmental and Fvestigation costs, engineerng design, planning and paoged managsment, The
percantages above hawve been adopted basad upon the most recant projects of the airpont upgrade and wasker
upgrade coniracts.

Congistent with roads. it is assumed that environmenial factors such as soil type, climate and topagraphy ane
conzisten] across aach segment and that a segment ks designed and constructed o the same standard amd
ves @ consistent amount of labowr and materials.  Where asasis are beated underground end physical
inspection is not possible, the age, s=e and type of construction maleral, ogether with curent and planmed
meintenance records are usad to determine the fair value et the dade of valuation.

Water assels cost of replacement were adopled from recent projecis completed which provided unil rales a3
well as preliminares, sibe establishmeni and ather sssocieied costs. Sewerage cost of replacement wes
determined by scheduled raies for construction of assels of similar assals. These rates have been indexed
taking inte seoswn the remele locations and reference has also been given to Rawdinsen's Construction Cosd
Giuide.

Condition Rating Conditian Cafinition Descriptan Explanation Remaining Useshal Life
[} AL neww condition ! Azgel 3 38 new 85% - 100%
Encellen
1 ‘ary Good Assed is close o new TE% - %
F Good Azsat is in good condition 56% - T4%
3 Falr Asgsel is in fair conditlon 308 - B4%
4 Poar Aszset is in poor condition 5% - 20%
L] Urmservicaabls Aseal is in very poor condibon and 0% -4%
has falled or is in fear of faill

Accumulated Depreciation
In detarmining tofal useful life, remaining life and accumulabed deprecation, assets were genesaly sulbped o an
inspeciion or an assessment 1o delerming remaining lile. Where site inspections were conducted, (le. for
active sssels, buldings and roads), the assets were allocaied a condiion assessment, which was used o
astimale remaining life
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2018 w15
$ S
16 Provisions
Current
Long sarvice leave 135 683 11,548
135,683 11,548
Non-curment
Long sanvice leave 1,497 95,326
21,187 95,326
Dezails of movements in provisions:
Long service leave
Balance at beginning of finencial yesr 106,674 167 690
Long service leave entliemerd ansing 67,315 20,894
Long Service entiieman extinguishad {1,547) {10672)
Long Service entitfement paid (15,452} (71,038)
Baance at end of financal year 157,180 106,674
Recognition and Measurement
Loag Service Laave

17

A labisy for long service leave s measured as the present value of the estmated future cazh cutfiows 10 ba made n respact of services
provided by employess up 1o the reperting dale. The value of the labilty is calcufated wiing current pay rates and projecied future
ncreasas In these rates and inchdes relsted employoe 0n-costs. The estimates are adjusied for the prodability of the emplioyee
remainng in the Counc’s employment o oiner assodated employment which would result in the Councll being required 1o meet the
Nabifity. Adjustments are then made to slow for the propartion of the benefil eamed to date, and the result is disccunted to present
value. The interest rates aftaching %o Commanweath Govemment guaranteed securities at the reporting date ere used to discount the
estimated future cash outfiows 1o their presant value,

206 2015
$ 3

Asset Revaluation Surplus

Counci performed an assessment of canying amounts and ensured that they were matenialy corsistent with far valye as at 30 June
2016 A comprahensia vakuation of 8! buikdings and infrastructure is planned to be pardformed In the 2017 inancial year.

Assel revaluation surplus analysis

The closing balance of the ssast revaluation surpius comprses the folowing asset canagones:

Bisddings 53 358,107 58,388,107

Roag ard drainage netwaork 19,686,060 19,68€ 080

Water 8,387 012 16,347,012

Sawerage 2,885 838 2,688 928

Other siraclires 5.718,044 5,718,944
102,715,961 102,715,981

Recognition and Measurement

Tne asset revaluation swumum'nhnmwcw in vaive of propecty, plant end equipment thal do not resul
trom the use of these assets. Net incremental changes In the canrying value of dasses of non-current assets since thelr nhs|
recogniticn are accurmulated in the revaluadon surplus.

When an asset 8 disposed of, the amount reperied in surplus 0 gspect of that assed is retained iIn o rovaluation surphus and ot

anstected 1o rotainad sLTpILS
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For the year ended 30 June 2016
2018 s
Note § )
18 Reconcilaton of nat result for the year to net cash inflow (outflow)
fror operating activities
et resuli (4,538,130 40,870,040
Moreeash Heme:
Deprecisfion and amazslion 14 £.0ED, 438 &, 005, a1
Brought forward expensed i el year 44,230
{Gain) on revaluaban of Mnence lasses 1,748,218 (3,0 05E)
7,753 884 104675
Inwesting and devalapment activities:
tiet (profiioss on disposal of non-cumenl assals 136,853 258,043
Caplal grants and coniributions {2 344 405) {12 202,008)
{3205 753} 11,542, 058)
Changas in aperaiing assets and labilities:
{Increase)/ decreass: i recerables (2,078.308) 83,454
{Irerease)itacreans in inventon 8,530 181 588
Fierasseljdecrenss] in paysbies {105.683) S16.400
Increaseldecienas) n siner provisens 50,306 {ED,B1E)
12,145, 135) 803704
et caah infiow from oparaling Gethtes (1155142 _ 754 753

19 Fimanecial Insbrume nks
Mormington Shine Council has expasura to the foowing risks arising from financial instruments;
= gredit rigk
= liguidity fisk
= riidrked rizk

Thia nole provides information (both qualiative and quantitalivel & sssal glatameant users avaluate e sigrilcancs of financsl
mgtruments on fhe Councl’s financial position and financal periormance, including the nature and extert of rgks and how the Council
manages thase exposunes.

Financial Risk Managemant

Morringion Shire Council is responsibic for tha establishmend and oversight of the risk management ramework., fogether with
develaping and won Hering ik managemant polices.

Councifs fek maragemeant approwes polisies for oweral risk managament, 82 well s specifically for managing credit, Iquidity and
ket risk,

The Counci's fisk managerant polcies are estabishid Lo idenkfy and analyss te risks faoed, to =t sppropriate limits a7d controls and
to moniicr hese risks and adherence agains! limts. The Council 2ims o manage volaliity to minimise ootential sdverse effects on the
firancial periormance of the Councl,

Mamingtan Shiré Cauncl does not enler info danvaives

Crodit Risk

Credi risk 3 Ehe risk of financial [0ss {.a courterparty toa financial instrument falls to mest s contractual cbiigations. These obligations
ariga principally from (he Cauncils inwesimenls and recsvables from customess

Expozure bo credit e is mansged hirough regular analysis of credil counterpadty ability bo mesl payment chiigations. The camying
amound cf financial assels repregants ihe madmum credil exposuns.

Mo eoilatersl s hekd Be pecurily relaling 1= the Francial aesets held by Momingtan Shire Counei.
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18 Financial Instruments (Continued)

The folowing {aSle represants the maximum exposure to credit risk based on the carrying amounts ¢f financial assets 2t the
end of the repcriing pancd;

2016 2018
Note $ $

Financisl Assets
Cash and cash equivalonts 10 7,610,424 6,632 397
Trade snd other recelvabies 1 26659312 591,005

Other financial assels 12 24285374 26,713,884
Other Credit Exposures

Guaranioes 21 115,676 101,390
Tota! Financlal Assels 34 580,736 34,035 586
Liquidity Risk

Liquidity risk is the rek that the Council will encounter d#ficulty in meating the cbligatians associated with its fnancial labiites
that are sattied by deliverng cash or another financial asset

Councll manages it exposure 1o Mquidity risk by mairtening sufficient cash depesits to caler for volatiity (o cesh flows.

The folowing tebxle sets out the lquidity risk in relason to fnencial Seblities held by the Coundll. It represents the remaining
contractual cashfiows (principal end interast) of financial kabifities st the end of the reponing period, excludng the impact of

netting agreememts:
Oto1year 1toSyears OverSyears Total Carrying
contractual
cash flows amount
$ S $ $ $
2016
Trade and Other Paysbdles 544778 - - 544,778 544,778
544 778 - . 544,778 542,778
2018
Trada ana Other Payssoles 911,088 - - 811,085 211,088
911,088 . . 911,088 811,088

The cutfiows In the above lable sre not expected 1o occur significantly earler or for significantly differant amounts than
indicated in the tabie.

Market Risk

Msriet risk Is the risk that changes in market prices, euch as Interest rates. will affect the Council's income or the value of Its
holdings of financial nstruments.

Interest rate risk
Maeenington Shire Coundil ia exposed o interest mate risk through investments with finansial institutions

The Councl has sccess to a mix of varieble and fixed rate funding opticns through QTC o that interest rate risk exposure can
be minimised.
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19

Fal

Financial Ingtruments {Continusd)

Sensitfvity
Serskivity to inlerest rale movamarnts is shown Tor vanably financial assats end lisbities based on tha camying amourd at

reparting date,

The folowing inferest e sensitily analysis depiels whet! affact a reasanab’y possible change in interest mies [assumed o
b 1%} would hawe on e profit and equity, based on the camying valuss at the end of the reporting pariod. The celculation
assumes that the change in interes rates would be heid constant over ihe penod

Met carmying Effact on Met Result Effect on Equity
armeunt 1% increase 1% decrease 1% increase 1% decrease
L] ] 5 $ ¥
Fib 13
QTG Cash Fund B, 940, 040 BE.200 {58400 65,400 (589,400
Other Deposits 504,378 5,084 (5, Gad) 5,084 45,084}
Hat total 7 448 418 T, 484 (74484 T4 484 [74,484)
2015
QTE Cash Fund 6,230,166 B 302 (E2.302) §2.302 (B2 302)
Ciher Deposite 402,201 4,022 {8,022 4,022 (4.022)
Mt fotal 532,287 65,334 (B5.324) 56,324 (56,524)

Commiiments for Expenditure
Council is ot party 1w any non-cancallable operading lesses a5 al 30 June 2016

Council has ot entered into any contractual arangements at yaar and which are nob mcognised in the fnancial statements

Contingent Liabilities
Local Gowarnment Mutual
The Councll is a member af the iocal posernment mulusl Babdity sell-nsorance posi, LGM Queersland. In the event of the

pool being wound up or il is unable o mest ils debs as they fall due, the trusd deed and rules provide that any accumulated
daficit wall ke med by Bve individusl pocl members in the samea proportion as lher eonbritulion is ko the tolal pool conlrbubons in

respact (o any year that » delcil anses.

The latest audifed financial statements for Local Govemment Workcarg, being a5 81 20 June 3H S, reported an accumulates
surplus and il is nat anticipated any labildy will aie.

Local Govermment Workcare

The Courcil 8 & mamber of the Queansland local govermment worker's compensabon sefHnsurance schema, Looal
Gowarrmant Workcare. Under this scheme the Councll hes provided an indemndty fowsrds a benk gueranies 1o cover bed
cabls which may remain should the self irsurance licence be canceled and thene was insuthcient furds available to cover
catstanding Gablites. Orly the Queanslend Gowarnment's workers compensation authedty may csll on sny part of thae
pueraniae should he above circumatlancas arfse. The Councils maximum egsosune bo the bank guarantes is 115,678
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22 Superannuation

The Councl con¥ibutes 1o the Local Government Superannugtion Scheme (Cfd) (e scherne). The scheme ie & Muti-emiployer Plan s
dafined in the Austallan Accounting Standard AASB118 Employes Banefits .

The Gueensland Local Covernment Superdnnualion Board, the trustee of the schame, advised that the local govermment Sepemnn uaton
scheme was 8 comp’ying superannuation scheme for ha purpese of the Cammonwiealth Supemsnnuation Indastry (Suparvision) legisiaten.

The schama has three elemants referred (o as:

The City Defined Benefts Fusd (CDEF) which covars former membars of s City Super Defined Benafits Fund

The Reguonal Defined Bensfits Fund (Regions! DBF) which covers defined sanefit fund mambers working for mgionsl locsl govemments
The Accumulaticn Senefits Fund (ABF)

The ABF = a defined coniribution scheme as defined in AASE 119 Courcd! has no labidity to or interest in the ABF omar than the peyment
of the statutory continbutions as required by the Local Government Act 2009 .

Councd does not ha ve ary employees who sre members of the CDBF andl, thansfore, is not expased 10 the obiigations, assels o cosls
assocaied wih this und.

The Regonal DBF i a defined benefit plan as defined in AAS2118. The Counci is not able 1o account for the Regiona’ DEF as a defined
Dbeneht plan in accardance with AASE 118 because e schame is Lnabie 10 account to the Council Tor its propavticnste share of the defined
benefit oblgation, phan assets and costs. The funding policy adopied in respect of the Regional DEF Is directed at ensunng fiat the benefits
acening % membars and baneficianes are Auly funded as thay 13l due,

To ensure the anga ng schvency of the Regiona’ DBF, he schame s lrustes can vary the rate of contributions from relevant local govemment
emplayars subject Lo acvics from the scheme’s actuary. As st e meporting date, no changss had baen made to prescrited employsr
contributions which remain &t 12% of employes assels anc hers are no known requisments % change Me rae of contributicns.

Any amount by which the fusd is over or under funded woud only affect future benefts and contributions 1o the Regional D&F, and is not an
=350t or llablity of the Councl. Accordingly there is no recognition In the financial statements of any over or under inding of he schame
As 8t e rmporting d ate, the asets of (he schema are sufficient to meet the vested benafits.

The most recent ac! uanal assessment of the schame was undertaken as ut 1 July 2018 The actuary ndicated that “At the valaation date of
1 July 2015, the net assels o the scheme exceeded the vested benefits and the scheme was in satisfaciory financial posifon as &t the
vdmonm‘

0 the 2094 actuanal repont the actuary has recommended no change % the empioyer contribution lavais at this fme

Uncer he Locw! Gowemmen! Act 2009 he trusise of the schome has the power to levy addtonsl contibutions on councls which have
empicyees in the Reglonal DEF when the actuary advises such acdtonal contributons are payabis - normally whan the sssets of the DSF
are insuficient fo meat members’ banefits,

Thewe sk curpetly 72 entiles contributng 1o the Reglonal DSF plan and sy changes in contibufon rates would spply eguaty o ol 72
enttes. Momingion Shire Councll made less than 4% of e total contributions to the plan in the 201515 financial year.

The next actuerial iInvestigation will be conducted as at 1 Juy 2018,

2018 wms
Note $ $
i (R S ‘ e
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2ME H1E
) 3
23 Trust Funds

Trust funds held for cutside parties
Micrilan colmcted or held on behalf of cifar antities yel o be sam 8 B
paic aut 80 or an beha of those entities 2

5,925 5,625

B

The Councl performs only & custodial ieie in respect of these maonies. As hesa funds cannol ba used by the Council, Ty &% el brought
o Sctounil in thedse Srancis) sElements.

24 Ewvnnts aftor the resporting period

There were no material adjusting events after the bakince date.

Mornington Shire Councll
Financial Statements
|For the year ended 30 June 2016

Management Certificate
For the year ended 30 June 2016

These ganeral purpose fnancial statements have bean prepared pursuant to seclions 176 and 177 of fe Local Government Reguwiabion 2012
ithe Regulation} and other presonbed requiremants.

It sccondance with section 212{5) of the Reguistion we cerify that:

il the prescribed requinemcnts of the Local Government Act 3008 and Local! Govermimemt Reguiation 2012 for the establishmenl and keeping
of scoounts have been complied with in all malerial respads; and

v Ine general purpose financial statemeants, &5 sat oul on pages 1 1o 30, present & true and fair view, in sccomance with Australian
Accounting Standands, of the Councll's fransactians for The Mnancial year and Mnancial posifion af the end of the year,

I.E,-u.r higf Oifficer
Brad by Wilson FrankMiils

Diate: _ﬁi:_-{L-’_L& Uitﬂigi'_#;'ﬂ;ﬁ

Mornington Shire Council Page Annual Report 2015-2016

46



INDEPENDENT AUDITOR’'S REPORT

To the Mayor of Mornington Shire Council

Report on the Financial Report

| have audited the accompanying financial report of Mornington Shire Council, which
comprises the statement of financial position as at 30 June 2016, the statement of
comprehensive income, statement of changes in equity and statement of cash flows for the year
then ended, notes comprising 2 summary of significant accounting policies and other
explanatory information, and certificates given by the Mayor and Chief Executive Officer

The Councif's Responsibility for the Financial Report

The Council is responsible for the preparation of the financial report that gives a true and fair
view in accordance with prescribed accounting requirements identified in the Local
Government Act 2009 and Local Government Regulation 2012, including compliance with
Australian Accounting Standards. The Council's responsibiiity also includes such internal
control as the Council determines is necessary to enable the preparation of the financial report
that gives a true and fair view and is free from material misstatement, whether due to fraud or
error.

Auditor's Responsibility

My responsibility is to express an opinion on the financial report based on the audit. The audit
was conducted in accordance with the Auditor-General of Queensland Auditing Standards,
which incorporate the Australian Auditing Standards. Those standards require compliance
with relevant ethical requirements relating to audit engagements and that the audit is planned
and performed to obtain reasonable assurance about whether the financial report is free from
material misstatement,

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial report. The procedures selected depend on the auditor's
judgement, including the assessment of the risks of material misstatement of the financial
report, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control reievant to the entity’s preparation of the financial report that gives a true and
fair view in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity's intemal control,
other than in expressing an opinion on compliance with prescribed requirements. An audit
also includes evaiuating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the Council, as well as evaluating the overall
presentation of the financial report.

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

The Auditor-General Act 2009 promotes the independence of the Auditor-General and all
authorised auditors. The Auditor-General is the auditor of all Queensland public sector entities
and can be removed only by Parliament.

The Auditor-General may conduct an audit in any way considered appropriate and is not
subject to direction by any person about the way in which audit powers are to be exercised.
The Auditor-General has for the purposes of conducting an audit, access to all documents and
property and can report to Parliament matters which in the Auditor-General’s opinion are
significant.

Opinion
In accordance with s.40 of the Auditor-Genaeral Act 2009 -
(a) | have received all the information and explanations which | have required; and

(b) in my opinion -
(i} the prescribed requirements in relation to the establishment and keeping of
accounts have been complied with in all material respects; and

(i) the financial report presents a true and fair view, in accordance with the prescribed
accounting standards, of the financlal performance and cash flows of Momington
Shire Council for the financial year 1 July 2015 to 30 June 2016 and of the financial
position as at the end of that year.

Other Matters - Electronic Presentation of the Audited Financial Report

Those viewing an electronic presentation of these financial statements should note that audit
does nol provide assurance on the integrity of the information presented electronically and
does not provide an opinion on any information which may be hyperiinked to or from the
financial statements. If users of the financial statements are concemed with the inherent risks
arising from electronic presentation of information, they are advised to refer to the printed copy
of the audited financial statements to confirm the accuracy of this electronically presented

information.
(a\jééﬁ§m5~\.
G L 3.0 Nov 2006
~dUoiT oFFICES
C G STRICKLAND CA Queensland Audit Office
(as Delegate of the Auditor-General of Queensland) Brisbane
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Morningten Shire Councll
Current-year Financlal Sustainability Statement
For the year ended 30 June 2016

Measures of Financial Sustainability Hew this msas g & salulmies Agial Tasgat

Council's performance a1 30 June 2016 sgeinst key financisl ratios and tangets:
het result (excluding capital) divided by total

Qperating Surplus Ralic operaling revenue {excluding capital) % 0% o 10%
Capiial expenditure on replacement of assets .

Aazel Sustanabllity Fatio q } cividad by depraciaion ; 13% T
Taotal liabilities lass curent azsets divided by

Mel Francial Liabilities Rate total operating revenue (exchding capial TTH < B0%
fhrrig]

Mote 1 - Basls of Preparatbon

The cuffént year fnandal Sustémability stabémenl is & spedial pupose sialement preparsd in aloordance with the
requiremants of the Lecal Govemment Reguiation 2012 and the Financis! Management (Susisinability) Guidedns 2013, The
amouns wsed o calculate the thies reported measwes sne prepared on an acorual basis and are drewm from te Councils
audited general purpose financial staternenis for the year ended 30 Jure 2076,

Certificate of Aceuracy
For the year ended 30 June 2016

This curent-year financial sustainability slatement has been prepared pursuan! to Seclion 178 of the Locel Gowvemment
Reguiation 2072 (e reguiation).

In pcoordance with Section 212(5) of the Requlation we certify that this cumeni-year inancsl sustainabdity stalement has
been poouralely caloulated

Lo

e 35, 11,16,
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INDEPENDENT AUDITOR'S REPORT

To the Mayor of Mornington Shire Council

Report on the Current-Year Financial Sustainability Statement

| have audited the accompanying current-year financial sustainability statement, which is a
special purpose financial report of Momington Shire Council for the year ended 30 June 20186,
comprising the statement and explanatory notes, and certificates given by the Mayor and Chief
Executive Officer.

The Council’s Responsibility for the Current-Year Financial Sustainability Statement '

The Council is responsible for the preparation and fair presentation of the current-year
financial sustainability statement in accordance with the Local Government Regulation 2012.
The Council's responsibility also includes such internal control as the Council determines is
necessary to enable the preparation and fair presentation of the statement that is accurately
calculated and is free from material misstatement, whether due to fraud or error.

Auditor's Responsibility

My responsibility is to express an opinion on the current-year financial sustainability statement
based on the audit. The audit was conducted in accordance with the Auditor-General of
Queensland Auditing Standards, which incorporate the Australian Auditing Standards. Those
standards require compliance with relevant ethical requirements relating to audit
engagements and that the audit is planned and performed to obtain reasonable assurance
about whether the statement is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the slatement. The procedures selected depend on the auditor's judgement,
including the assessment of the risks of material misstatement of the statement, whether due
to fraud or error. In making those risk assessments, the auditor considers intemal control
relevant to the Council's preparation and fair presentation of the statement in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Council’s internal control. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness
of accounting estimates made by the Council, as well as evaluating the overall presentation
of the statement.

My responsibility is to form an opinion as to whether the statement has been accurately
calculated based on the Council’s general purpose financial report. My responsibility does not
extend to forming an opinion on the appropriateness or relevance of the reported ratios, nor
on the Council’s future sustainability.

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

Mornington Shire Council Page Annual Report 2015-2016

50



Independence

The Auditor-General Act 2009 promotes the independence of the Auditor-General and all
authorised auditors. The Auditor-General is the auditor of all Queensiand public sector entities
and can be removed only by Parliament.

The Auditor-General may conduct an audit in any way considered appropriate and Is not
subject to direction by any person about the way in which audit powers are to be exercised.
The Auditor-General has for the purposes of conducting an audit, access to all documents and
property and can report to Parliament matters which in the Auditor-General’s opinion are
significant.

Opinion

In accordance with s.212 of the Local Government Regulation 2012, in my opinion, in all
matenal respects, the current-year financial sustainability statement of Mornington Shire
Council, for the year ended 30 June 2016, has been accurately caiculated.

Emphasis of Matter — Basis of Accounting

Without modifying my opinion, attention is drawn to Nole 1 which describes the basis of
accounting. The current-year financial sustainability statement has been prepared in
accordance with the Financial Management (Sustainability) Guideline 2013 for the purpose of
fulfilling the Council's reporting responsibilities under the Local Government Regulation 2012,
As a resull, the slatement may not be suitable for another purpose.

Other Matters - Electronic Presentation of the Audited Statement

Those viewing an electronic presentation of this special purpose financial report should note that
audit does not provide assurance on the integrity of the information presented electronically and
does not provide an opinion cn any information which may be hyperlinked to or from the financial
statements. If users of the financial statements are concemed with the inherent risks arising
from electronic presentation of information, they are advised to refer to the printed copy of the
audited financial slatements to confirm the accuracy of this electronically presented information.

ZQUEENSLANSS,

. C%W 30 KoV 201

~LoiT oFFICE

-

C G STRICKLAND CA Queensland Audit Office
(as Delegate of the Auditor-General of Queensland) Brisbane
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Morningten Shire Council
Lang-Term Financial Sustainabilty

Prepared as at 30 June 2018
Projeciod for Tha yoars anded

Mossures of Financial Sustainability - Tamet G Akne 2017 30 MBI 0bwe 3016 30 dww 1020 A0 e 0F .hme 2023 30 Ane 2021 30.June 2024
Council

Oiperaling Surphus Ralin ’:“ mguﬂ dﬁda\iﬁy M % I 0% A% -2 AT 5%, 12w A% % A% £%

e i Copital expanditure on renewals
Asset Sustainability Ratio divided by despreiation e : -90% 1% % oy 2 T oy m e e
Kt Financis! Lisbilifes Ratio Tollfatliing |ows dommlimaty | gy £ <41% A% 8% e % 0% ~0n% A

divided by balnl opersling revenus

Momington Shire Council's Financial Managemeni Strategy

Counci! measurns revanue and axpandisune rends over me as & guida to fulume requiremants and 1o make decsions about tha efficient allocalion of resourtes 1o ensue fha mos! effective prowizion of sapdees, Council
ensures that ils finznga! management stretegy te prudent and that its long-term financial forecast shows a sound financial pesition whils! also being able 1o meel the community's curent and future noada,

Cetificate ol Accuracy
For the long-tarm financisl sustainability

This loeg-tarm financial eustainability it has been prep 1o Bection 178 of the Local Govemman! Reguislion 2042 {the roguiadion).

In accardance wilh Section 212(5) of the Fequtation we cartify that 1his long-enm Ananclal sustainabiny stalement has been accurately caiculated

M—
Bayes
Bradley Wilson

ow A3, 11 16.
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