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| hereby give notice that a Special Meeting of Council will be held on:

Date: Wednesday, 11 November 2020
Time: 9:00am
Location: Council Chamber

Mission Road
Gununa

BUSINESS PAPER

Special Council Meeting

11 November 2020

Peter Stewart
Acting Chief Executive Officer
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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
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1 OPENING OF MEETING

2 ACKNOWLEDGEMENT OF COUNTRY

I would like to begin by acknowledging the Traditional Owners of the land on which we
meet today, the Lardil people of Mornington Island and pay our respects to Elders past and
present. We would also like to acknowledge the Kaiadilt and Yangkaal people who share
our homelands.

PRESENT

A W

APOLOGIES
5 DISCLOSURE OF INTEREST — COUNCILLORS AND STAFF

6 CONDOLENCES AND MEMORIALS
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7 CHIEF EXECUTIVE OFFICER'S REPORTS

7.1 2019 - 2020 ANNUAL REPORT FOR TABLING AS REQUIRED UNDER THE
PROVISIONS OF THE QUEENSLAND LOCAL GOVERNMENT ACT 2009 AND LOCAL
GOVERNMENT REGULATION 2012.

Author: Acting Executive Manager Corporate Governance and Communications
Attachments: 1 Mornington Shire Council 2019-2020 Annual Report (Final) 4 &

PURPOSE (EXECUTIVE SUMMARY)

To table the Mornington Shire Council Annual Report for the 2019 — 2020 financial year for
adoption by Council.

BACKGROUND & PREVIOUS COUNCIL CONSIDERATION

Section 182 (1) of the Local Government Regulation 2012 (the Regulation) states — A local
government must prepare an annual report for each financial year. Council’s annual report for the
2019 — 2020 financial year has been prepared and is tabled for Council’s consideration (attached).

Section 182 (2) of the Regulation also states — The local government must adopt its annual report
within 1 month after the day the auditor-general gives the auditor-general’s audit report about the
local government’s financial statements for the financial year to the local government. In the case
of Mornington Shire Council, this audit report was received on 13 October 2020 and the annual
report now requires adoption by Council.

FINANCIAL & RESOURCE IMPLICATIONS

Nil

RECOMMENDATION
That Council adopt the Mornington Shire Council 2019 — 2020 Annual Report.

ltem 7.1 Page 6



CO_20201111_AGN_10170_AT_EXTRA_files/CO_20201111_AGN_10170_AT_EXTRA_Attachment_22147_1.PDF

SPECIAL COUNCIL MEETING AGENDA 11 NOVEMBER 2020

B A48 worninGToN
; L SHIRE COUNCIL

Mornington Shire Council

2019-2020 Annual Report

Item 7.1- Attachment 1 Page 7



SPECIAL COUNCIL MEETING AGENDA 11 NOVEMBER 2020

S48 morninGTON
L SHIRE COUNCIL

Disclaimer

Information contained in this document is based on available information at the time of writing. All figures and diagrams are indicative only and
should be referred to as such. While the Mornington Shire Council has exercised, reasonable care in preparing this document to represent that it
is totally accurate or complete. Council or its officers accept no responsibility for any loss occasioned to any person acting or refraining from
acting in reliance upon any material.

ABN 42 971 949 286

Website: http:/lwww.mornington.qld.gov.au/

Facebook: https:/lwww.facebook.com/morningtonshirecouncil
Call our Office: 07 4745 7800

Postal Address: Mornington Shire Council Mission Road, Gununa QLD 4892

Cover photo contributed by Rohan Gibbs

2019-2020 Mornington Shire Council Annual Report Page | |
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OUR WELCOME

Welcome to the Mornington Shire Council’s Annual Report 2019-2020. 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 2017-2022 and the Operational Plan 2019-
2020. The annual report is one of the ways council connects with the community and is the culmination
of regular reporting.

It shows

*Council’'s commitment to achieve its vision for the region
*The result of actioning the Corporate and Operational plans
*Details of Council’s achievements

*Details of the services that have been provided to the region
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 2019-2020 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, it's 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.

2019-2020 Mornington Shire Council Annual Report F‘age | 3
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MORNINGTON
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MESSAGE FROM THE MAYOR
Kyle Yanner

A lot has happened in the world during the 2019-2020 financial year and things likely to only be
experienced once in a generation or more like the Covid-19 Pandemic. If you can call it fortunate,
the impacts of Covid-19 to our community have been more from the economic impact position than
from a personal human cost. Reflecting on this, | am truly grateful for that.

The Mornington Shire Council 2019-2020 Annual Report will give you some insight into the year in
review. | understand it is providing you with some new and relevant information within the statutory
information and the financial details sections. | encourage you to read the report.

As you know, | have been the Mayor since the Local Government Election in March this year. So a
review of 2019-2020 as a reporting year is a little difficult. The Council elections in March 2020 saw
significant change occurring at the elected level of Council. There are four new Councillors including
myself as Mayor being recently elected. The new Council has formed a solid working relationship
based on honesty and mutual respect. Though we may not always agree, we acknowledge this a
democracy and respect alternative points of view. We have some clear ideas for what we would like
to achieve over the next term of Council.

| acknowledge the efforts of the past elected Council, though with significant change, the current
councillors are now looking forward to effecting change during our term of Council.

On behalf of my fellow Councillors, | would like to thank Council’s Leadership Team and the Staff for
their efforts during 2019-2020 year, particularly during COVID-19 pandemic. | am particularly proud
that as a Council we were able to keep all of our employees in work during this difficult time. |
encourage our staff with their continuing efforts of making Mornington a better place.

2019-2020 Mornington Shire Council Annual Report Page | 4
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MORNINGTON
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| understand the importance and privilege as serving as the Mayor for our community. | personally
look forward to serving and effecting positive change with my fellow Councillors for the community.
Afterall, we will strive for the best for our people and continue to fight the good fight.

Kyle

W<

Mayor Cr Kyie Yanner

Mayor@Mornington.gld.gov.au

O

2019-2020 Mornington Shire Council Annual Report Page | 5
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MORNINGTON
SHIRE COUNCIL

MESSAGE FROM THE ACTING
CHIEF EXECUTIVE OFFICER

Peter Stewart

Although only employed as the Acting Chief Executive Officer with Mornington Shire Council since
mid-September 2020, my early observations are of a Council focused on the wellbeing of its people,
who reside on an incredibly beautiful island but are faced with very complex and difficult social
challenges.

| understand the Covid- |9 pandemic has affected all communities and the Mornington community was
and continues to be no different. The challenges for Council in striving forward to meet its’ Corporate
Plan Objectives and also complete works and services identified in the 2019/2020 Operational Plan in
a situation many would have not experienced in their lifetimes was evident.

With delays in materials, contract staff and project contractors largely having not been able to travel
here for the last quarter of 2019-2020, the completion of works and projects identified in the works
program was higher than might have been expected. With these challenges a number of projects
outlined in the 2019-2020 Operational Plan require finalisation in early 2020-2021. In summation, |
believe the Council has progressed as well as it could in meeting the outlined objectives within these
Corporate documents during these challenging times. | also know the Councilors are committed to
this occurring.

The Council is focused on maintaining our Community facilities and working to improve critical
infrastructure, particularly inadequate housing on the Island. Council must also continue to be active
in supporting and advocating for improved community health.

Mornington Island is very reliant on both Federal and State funding, without which we could not
progress, and it is important we maintain a strong relationship with all levels of Government.

Within Council's operations and works programs, of which we have far more direct control over, a
proactive approach to coaching and mentoring our staff to become more self-reliant and skilled, is
critical if we are to move ahead and reduce the high staff turnover and absenteeism.

2019-2020 Mornington Shire Council Annual Report Page | 6
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MORNINGTON
SHIRE COUNCIL

It needs to be a key goal of our organisation to work towards filling more senior positions with ‘On
Island’ staff and not relying on external professionals to manage and control Council's operations.

This requires a commitment to learn and then take responsibility and | do hope we can work together
to improve the work culture and allow greater career opportunities.

| very much thank those staff that work very hard to strengthen our Council’s culture and performance
and whose goals are to enhance the quality of life for everyone.

o\
g ()gb\\v

Peter Stewart
Acting Chief Executive Officer, Mornington Shire Council

Item 7.1- Attachment 1 Page 14
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MORNINGTON
SHIRE COUNCIL

MORNINGTON SHIRE COUNCIL REGION

Mornington Shire incorporates twenty-two 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 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 Express 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:

*  Our people are happy, healthy and safe

*  Our natural environment is valued and well managed

e Our culture is retained

*  We have quality infrastructure

*  We have a sustainable local economy

*  Governance and ownership of community direction is by Council

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

government.

2019-2020 Mornington Shire Council Annual Report F‘age | 8

Item 7.1- Attachment 1 Page 15



SPECIAL COUNCIL MEETING AGENDA 11 NOVEMBER 2020

MORNINGTON
SHIRE COUNCIL

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:

* Represent the current and future interests of the 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

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

« 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.

The 2020 Local Government Quadrennial Elections saw significant change in the elected
representatives for Mornington Shire Council. There are four new Councillors (including the Mayor).
With the first issue of steering Council through the Covid |9 pandemic without incident, the focus
for Council continues on making the community a strong and proud place to live. This will involve
significant and difficult decisions for economic and social prosperity for the community.

O -

s l.

Pictured are Mornington Shire Councillors at their Post-Election Meeting having taken their declarations of office as Councillors for the
next four years. From left to right — Cr David Barnes, Cr Roxanne Thomas, Mayor Kyle Yanner, Deputy Mayor Dwayne Rogers and Cr
Robert (Bob) Thompson.

2019-2020 Mornington Shire Council Annual Report Page | 9
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MORNINGTON
SHIRE COUNCIL

GOVERNANCE

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

e Ethical, accountable and transparent decision-making

*  Effective business management

e Strong financial management

* Highly skilled, engaged and valued local workforce (currently at 80% indigenous staff)
* Advocacy and partnerships

¢ An informed and engaged community

e 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 achieve these goals and build community
trust and pride in our organisation.

Statutory Information
Local Government Act 2009
Section 45 Significant Business Activities

a) During the period Council operated the following Business Activities:

Council and Executive Leadership Team, Financial Services, Governance, Infrastructure/Technical
Services and Human Services.

b) None of these activities satisfied the statutory threshold for a significant business activity.

c) Council applied the competitive neutrality principle to these business activities.

d) None of these business activities commenced operations during the period.

2019-2020 Mornington Shire Council Annual Report F‘age | 10
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MORNINGTON
SHIRE COUNCIL

Section 201 Local Government Act 2009

Remuneration paid to Senior Management Employees

The number of Senior Management Employees paid within following remunerations bands was:

$100,000 to $199,999 3
$200,000 to $299,999 I
$300,000 to $399,999 I

The total remuneration for senior management was $1,112,892.

Local Government Regulation 2012
Section 183 Financial Statements

The general purpose financial statement is shown on pages to 33 to 71.
The current year financial sustainability statement is shown on page 75.
The long term financial sustainability statement is shown on page 80.

The Auditor-General's audit reports about the general purpose financial statements and the current
year sustainability statement is shown on pages 72 to 74 and pages 77 to 79 respectively.

Section 184 Community Financial Report

The Community Financial Report for the period is shown on pages 20 to 32.

Section |85 Particular Resolutions

The Council has retained previous decisions made as it relates to Sections 206(2) and 250(1) of the
Local Government Regulation 20/ 2.

2019-2020 Mornington Shire Council Annual Report Page | 11
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MORNINGTON
SHIRE COUNCIL

Section 186 Councillors

Councillor Remuneration

a) Remuneration and Superannuation payments to Councillors during 2019-2020 were as follows:

Bradley Wilson #~ 86,512 10,382 96,894
Robert Thompson™ 52,985 7,935 60,920
Maureen (Jane) Ah Kit #~ 47,020 22,844 69,864
Sarah Isaacs™™ 16,715 20,905 37,621
Kyle Yanner* 21,628 2,055 23,683
Roxanne Thomas* | 1,494 1,092 12,586
Dwayne Rogers* 12,242 1,352 13,594
David Barnes* 10,389 987 11,376

b) The cost of expenses incurred by, and the facilities provided to Councillors in 2019-2020 were

as follows:
Bradley Wilson # 401 18,050 14,673 33,124
Robert Thompson 534 8,867 9,401
Maureen (Jane) Ah Kit # 401 7,581 7,982
Sarah Isaacs™ 134 877 1,011
Kyle Yanner* 134 6,650 700 7,484
Roxanne Thomas* 134 134
Dwayne Rogers* 134 134
David Barnes* 134 134

2019-2020 Mornington Shire Council Annual Report Page | | 2
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MORNINGTON
SHIRE COUNCIL

¢) Attendance at Council Meetings and Special Meetings:

Bradley Wilson # 9 8 3 3
Robert Thompson 12 12 5 5
Maureen (Jane) Ah Kit # 9 9 3 3
Sarah Isaacs® 3 2 2 2
Kyle Yanner* 3 3 2 2
Dwayne Rogers* 3 3 2 2
Roxanne Thomas* 3 3 2 2
David Barnes* 3 3 2 2

# concluded term in office following declaration of the 28 March 2020 quadrennial local government
elections

A resigned from position of Councillor (and Deputy Mayor) effective 30 September 2019

*commenced term in office following declaration of the 28 March 2020 quadrennial local
government elections

~ includes back payments of superannuation which was not paid to the Councillor in prior reporting
periods

2019-2020 Mornington Shire Council Annual Report P'lge | | 3
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MORNINGTON
SHIRE COUNCIL

Section 186 (1) Statistics for Complaints made against Councillors for 2019-2020

The Local Government Act 2009 provides a framework for assessing complaints about the conduct or
performance of Councillors. It is a requirement under the Local Government Regulation 2012 that the
Annual Report contains details of complaints received about Councillors conduct or performance.
Orders and complaints about Councillors during the financial year are shown in the table.

I. The Total Number of the Following

(i) orders made under section |501(2) of the Act -
(i) orders made under section | 50AH(1) of the Act -
(iii) decisions, orders and recommendations made under section 150AR(1) of the Act -

2. Each of the Following during the Financial Year
(i) the name of each councillor for whom a decision, order or recommendation mentioned -
in paragraph |
(i) a description of the unsuitable meeting conduct, inappropriate conduct or misconduct -
| engaged in by each of the councillors
(iii) a summary of the decision, order or recommendation made for each councillor -

3. The Number of Each of the Following during the Financial Year
(i) complaints referred to the assessor under section 150P(2)(a) of the Act by local -
government entities for the local government

(i) matters, mentioned in section 150P(3) of the Act, notified to the Crime and 3
Corruption Commission

(iii) notices given under section |50R(2) of the Act 7
(iv) notices given under section 1505(2)(a) of the Act -
(v) decisions made under section |50W(l)(a), (b) and (e) of the Act 9
(vi) referral notices accompanied by a recommendation mentioned in section | 50AC(3)(a) -
of the Act

(vii) occasions information was given under section |50AF(4)(a) of the Act -
(viii) occasions the local government asked another entity to investigate, under chapter 5A, -
part 3, division 5 of the Act for the local government, the suspected inappropriate conduct
of a councillor

(ix) applications heard by the conduct tribunal about the alleged misconduct or -
inappropriate conduct of a councillor

2019-2020 Mornington Shire Council Annual Report Page | |4
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MORNINGTON
SHIRE COUNCIL

Section 187 Administrative Action Complaints

Local Governments are committed to providing a level of customer service expected by their
communities and Council acknowledges and respects the right of affected persons to provide feedback
both positive and negative about decisions or actions made by it. Also acknowledged is the rights of a
person to lodge a complaint about a decision or other action the Council has taken.

The complaints process ensures that any complaint is dealt with fairly, promptly, professionally, in
confidence (subject to legal requirements) and in a manner respectful to the complainant.

The Council gives equal weight to complaints that are received anonymously.

Under the Local Government Act 2009, issues which are within the scope of Administrative Action
Complaints about councils include:

. a decision, or a failure to make a decision, including a failure to provide a written statement
of reasons for a decision

. an act, or a failure to act

. the formulation of a proposal or intention, or

. the making of a recommendation.

Council did not receive any complaints in accordance with this provision during 2019-2020.

Council has during 2019-2020 implemented a new internal policy as it relates to complaints and will
extend this to reviewing its external complaints process during 2020-2021.
Section 188 — Overseas Travel

The Annual Report for a financial year must contain information about any overseas travel made by a
Councillor or Local Government employee in an official capacity during the financial year.

No overseas travel was undertaken by the Councillors or Council employees in an official capacity
during 2019-2020.

Section 189 Expenditure on Grants to Community Organisations
(1) Grants from Council Programs were:

Sports and Recreation Grants $4,808

(2) Council did not allocate a budget towards discretionary funds for Councillors

2019-2020 Mornington Shire Council Annual Report F‘age | | 5
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MORNINGTON
SHIRE COUNCIL

Section 190 Other Matters

I(a)  The Chief Executive Officer’s assessment of the local government’s progress towards
implementing its five-year corporate plan and annual operation plan.

The assessment of Council's implementation of the Corporate Plan and the Operational
Plan 2019-2020 is included in the Acting Chief Executive Officer's message.

I(b)  Particulars of other issues relevant to making an informed assessment of the local
government's operations and performance in the financial year.

The Acting Chief Executive Officer's message provided an assessment of Council's
operations and performance for the year.

I(c)  An annual operations report for each commercial business unit.

Council created Mundalbe Enterprises Ltd during 2019-2020, though it did not operate
as an entity during that time.

I(d) Details of any action taken for, and expenditure on, a service, facility or activity supplied
by another local government under an agreement for conducting a joint government
activity and for which the local government levied special rates or charges for the
financial year.

Council did not levy any special rates or charges for a service, facility or activity
supplied by another local government during 2019-2020.

(e}  The number of invitations to change tenders under Section 228(7) during the financial
year.

No invitations to change tenders were issued during 2019-2020.
1(f) List of Registers kept by the local government

Registers kept include:

Assets Register Roads Register
Register Fees & Charges Local Laws Register
Delegartions Register Related Parties Register

Register of Interests — Councillors and Related Persons

Register of Interests - CEO, Snr Management Staff & Related Persons

2019-2020 Mornington Shire Council Annual Report F‘age | | &6
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I(g)

I(h)

1)

MORNINGTON
SHIRE COUNCIL

Summary of concessions for rates and charges granted by the local government.
Not applicable
Internal Audit for the financial year.

Council's internal audit conducted reviews of the following business activities:

. Workshop and Plant operations

. Store and Warehousing operations; and
L Waste Management Services; and

. Airport operations.

These reviews identified deficiencies of current operations as it related to risk with
outcomes being to offer strategies and actions to address operational improvements
and mitigate risks for these activities.

Summary of investigation notices given under Section 49 for competitive neutrality
complaints.

No investigations notices were issued for competitive neutrality complaints.

The local government’s responses in the financial year on the QCA's recommendations
on any competitive neutrality complaints under section 52(3).

No complaints were received.

2019-20

20 Mornington Shire Council Annual Report F‘age | | 7
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MORNINGTON
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OUR EXECUTIVE STRUCTURE

The Chief Executive Officer and 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.

Chief Executive Officer

‘ SFTE
-~
Executive Manager- Executive Executive Executive
Technical Services Manager-Infrastructure Manager-Finance and Manager-Governance
44 FTE 265 FTE 85FTE

22 FTE ‘ Services Human Services and Communication

2019-2020 Mornington Shire Council Annual Report F‘age | | 8
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MORNINGTON
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IMPROVEMENTS TO OUR INFRASTRUCTURE AND EQUIPMENT

During 2019-2020 Council undertook a number of capital works projects that will have lasting positive
effects for our community and the environment. The outfall pipe for the wastewater treatment plant
was one project. With affected flow rate on the old infrastructure, Council installed new piping and
valves to ensure correct operation and stopped i ] e
blockages previously experienced. ‘ y

Council has also completed improvements at the
sewer pump station through upgrades to the
pump wells. The upgrades to replace older metal
componentry with more resilient stainless steel
will ultimately reduce Council's maintenance
costs.

In the water treatment operations, Council has
replaced the outdated gas chlorination method of
treating water with a newer lower cost liquidated
system. The project removed some older
infrastructure which was providing challenges in
maintaining licencing and will reduce operational
maintenance costs over the longer term.

The above photograph is during construction of the new outfall pipe.

Council also procured two new zero turn lawn mowers during 2019-2020. These are new items (not
replacements) which will assist the Parks and Gardens section with higher grass cutting productivity.

2019-2020 Mornington Shire Council Annual Report Page ' |1 9
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MORNINGTON
SHIRE COUNCIL

Our Community Financial Report

The 2019-2020 Community Financial Report provides an analysis of Council's fiscal performance for
the year as detailed in the audited financial statements published from page 33 onwards.

Council is required to prepare a Community Financial Report each year in accordance with Section
|79 of the Local Government Regulation 201 2.

The Community Financial Report is required to:

a) contain a summary and analysis of Council’s financial performance and position for the
financial year;

b) be consistent with the general-purpose financial statement for the financial year;

¢) include the relevant measures of financial sustainability for the financial year; and

d) be written in a way that can be easily understood by the community.

This Community Financial Report complies with the above requirements and covers the financial
performance and position of Mornington Shire Council for the financial year ended 30 June 2020.

FINANCIAL STATEMENTS

Council is required to prepare a set of general-purpose financial statements each year in accordance
with the requirements of the Local Government Act 2009, Local Government Regulation 2012 and
Australian Accounting Standards. The financial statements are required to be independently audited.
The audited financial statements, on page 33 onwards, set out the financial performance, financial
position, cash flows and net wealth of Council for the financial year ended 30 June 2020,
incorporating four financial statements and accompanying notes.

Statement of Comprehensive Income
This statement outlines:

* All sources of Council's income (revenue)
* Al recurrent expenditure, and
e Capital expenses relating to the write off of non-current assets.

Both recurrent revenue and capital revenue are reported in the Statement of Comprehensive
Income, but only recurrent expenditure is recognized. Capital expenditure is recognized in the
Statement of Financial Position. ‘Recurrent’ is also referred to as ‘operating’ because the income and
expenditure relate to operations and maintenance and not capital, although depreciation of assets is
included.
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Statement of Financial Position

This statement outlines what Council owns (assets) and what it owes (liabilities) at a point in time.
Council's net wealth is determined by deducting total liabilities from total assets, the larger the net
equity, the stronger the financial position.

Statement of Cash Flows

This statement summarises the actual cash flows of cash for a period and explains the change in the
cash balance held from the start of the period through to the end of the reporting period. Cash
Flows are separated into operating, investing, and financing activities.

Operating activities include the normal transactions of conducting Council's day-to-day business
while investing activities include the purchase and sale of assets and receipt of capital grants,
subsidies, and contributions. Financing activities include loan income and repayment of debt. The
‘cash at the end of the reporting period’ equals the amount reported as ‘cash and cash equivalents’ in
the Statement of Financial Position.

Statement of Changes in Equity

This statement summarises the change in Council’s real worth throughout the financial year.
Council’s net worth can change as a result of:

* A surplus or deficit as recorded in the Statement of Comprehensive Income; and
* Anincrease or decrease in the net value of non-current assets resulting from a revaluation
of those assets.

OVERVIEW

Council’s key financial results for the financial year ended 30 June 2020:

KEY RESULTS 2019-2020
$ Million

Total Income 258
Total Expenses 24.1
Net Result 1.7
Operating surplus / (deficit) (3.6)
Total assets 125.8
Total liabilities 57

120.1
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FINANCIAL PERFORMANCE
Total Income

Council’s income is derived from various sources and a breakdown of Council 2019-2020 income is
shown below.

Sales (including recoverable works) revenue are Council’'s main source of recurrent income.
However, other types of income such as fees and charges, levies and charges, grants, subsidies, and
contributions (recurrent and capital)

Mornington Shire Council - Income Sources
For the year ended 30th June 2020

M Levies and charges
W Fees and charges
= Sales revenue
Grants, subsidies and contributions
{operating)
B Grants, subsidies and contributions {capital)
m Rental income

W Intaract ravenus

B Other income

W Capital income

2017- 2018- 2019-
2018 2019 2020

TOTAL INCOME

$m $m $m
Levies and charges 1.877 2.052 2.82|
Fees and charges 0.431 1.342 1.608
Sales revenue 4.997 10.866 9.709
Grants, subsidies, and contributions — operating 5.361 £.128 5.034
Grants, subsidies, and contributions — capital 9.023 16.634 5.270
Rental income 1.368 0.443 0518
Interest revenue 0.189 0.076 0.047
Other income 0.101 0.062 0.259
Capital income 1.362 0.376 0.504

24.709 36.979 25.770
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Total income received during 2019-2020 was $25.770 million, which is a decrease of $11.209 million
from the previous year.

Levies and charges were $0.769 million higher than the previous year, and fees and charges were
$0.267 million higher than the previous year. Sales revenue were $1.157 million lower than the
previous year, and interest received was $0.029 million lower as investment rates decreased during
the year.

Capital grants, subsidies and contributions were $11.364 million lower than the previous year
predominantly due to difference in disaster recovery funding received in 2019-2020.

Total expenses

Council provides a wide range of services to the community and, in doing so, incurs a variety of
expenses. A breakdown of Council’s 2019-2020 expenses is shown below.

Mornington Shire Council - Expenditure Breakdown
For the year ended 30th June 2020

® Employee benefits

™ Materials and services

@ Finance costs
Depreciation

m Capital expenses

TOTAL EXPENSES 2017- 2018- 2019-

’ 2018 2019 2020

$m $m $m)
Employee benefits 6.906 8.876 6.103
Materials and services 7.330 14.142 11.658
Finance costs 0.156 0.062 0.147
Depreciation 5.980 6.111 5.703
Capital expenses 0.062 1.665 0.482

20.434 30.856 24.093
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Employee benefits have decreased by $2.773 million and materials and services have decreased by
$2.484 million respectively as compared to the previous year. This is in line with a decrease in sales
revenue, and improvements made in pro-actively monitoring and controlling expenditure during
2019-2020.

Depreciation expenses are non-cash and represent the reduction of the value of non-current assets
as a result of wear and tear, age, or obsolescence. Non-current assets are shown in the Statement of
Financial Position. These have increased by $0.157 million from the previous year due to asset
upgrades and improvements.

OPERATING RESULT

OPERATING RESULT 2017- 2018- 2019-
2018 2019 2020
$m $m $m

| Operating surplus / (deficits) ($6.047) ($9.223) | ($3.616)

The operating surplus/(deficit) is the net result excluding capital items related to income and
expenses. A surplus indicates that revenue raised covers operational expenses and there is an
amount available to the surplus for capital funding purposes or other purposes. A deficit indicates
that revenue raised does not cover operating expenditure. In 2019-2020 this was ($3.616 million) as
compared to an operating deficit in 2018-19 of ($9.223 million).

FINANCIAL POSITION
Total assets

Assets consists of current assets, which can be converted to cash in less than one year and non-
current assets, which would most likely take longer than a year to convert to cash. A breakdown of
Council’s assets is shown below:

TOTAL ASSETS 2017- 2018- 2019-
2018 2019 2020
$m $m $m

Cash and cash equivalents 7.403 2.181 3.860
Trade and other receivables 2.025 1.570 1.309
Inventories 0.500 0.573 0.630
Contract asset - - 0.304
Leases — Current 0.201 0.208 0.208
Leases — Non-Current 5.871 5910 6.199
Property, plant, and equipment 112.981 113.117 113.274

128981  123.559  125.784
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Cash and cash equivalents have increased from the previous year by $1.679 million.

Trade and other receivables decreased by $0.261 million from the previous year which relates to an
improvement in collections of debts associated with recoverable works in the latter half of 2019-
2020. Contract assets of $0.304 million in 2019-2020 is due to the first-time recognition of contract
assets due to the introduction of new revenue Accounting Standards. Contract assets represents
capital grant revenue receivable due to work performed on these programs at year end.

The written down value of property, plant, and equipment increased by $0.157 million from the
previous year. Property, plant, and equipment accounts for 90 per cent of Council's total assets.

2019-20 capital expenditure

Capital works of $7.137 million were undertaken during 2019-2020.

CAPITAL EXPENDITURE 2019-2020
$m

Buildings 1.254
Plant and Equipment 0.110
Roads and Drainage Network -
Water -
Sewerage -
Other Infrastructure Assets 0.282
Work in Progress 5491

Mornington Shire Council - Capital Expenditure Breakdown
For the year ended 30th June 2020

W Buildings

® Plant and Equipment
Other Infrastructure Assets

Work in Progress

QS
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Total liabilities

Liabilities consist of current liabilities, which are expected to be paid or settled in less than one year
and non -current liabilities, expected to be paid or settled in more than one year.

A breakdown of Council's liabilities is shown below:

TOTAL LIABILITIES 2017- 2018- 2019-
2018 2019 2020
$m $m $m
Trade and other payables 6.272 2.073 | 1.500
Contract liability - - 2623
Provisions — Current 0.079 0.084 0.025
Provisions — Non-Current 0.053 1.216 1.550
6.404 3373 5.698

Trade and other payables decreased by $0.573 million from the previous year. Non-current
provisions increased by $0.334 million as compared to the previous year. Contract liabilities of
$2.623 million as at 30t June 2020 is due to the first-time recognition due to the introduction of
new revenue Accounting Standards. A contract liability is recognized when a payment has been
received before a related performance obligation is satisfied or completed.

Net community assets and equity

Net community assets and equity are represented by what we own (total assets) less what is owed
(total liabilities).

NET COMMUNITY ASSETS 2017- 2018- 2019-

2018 2019 2020
($m) ($m) ____($m)
Net assets 122577 120.187 120086

COMMUNITY EQUITY 2017- 2018- 2019-
2018 2019 2020
($m) ($m) ($m)

Asset revaluation surplus 107.673 99.160 99.160

Retained surplus 14.904 21.027 20926
122577  120.187  120.086

Community equity decreased by $0.101 million from the previous year, which consists of the value
of total comprehensive income from the Statement of Comprehensive Income of $1.676 million and
a decrease as a result of the initial application of new revenue accounting standards of $1.777
million.
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CASH FLOWS

The Statement of Cash Flows shows where Council received its cash and where this was
subsequently spent.

2017- 2018- 2019-
2018 2019 2020
$m $m $m
NET CASH INFLOW / (OUTFLOWS) FROM:
Operating activities (0.459) (1.937) 1.705

Investing activities (0.612) (3.285) (0.026)
Financing activities -

(|.07|; (5222) | 1679

Net cash from operating activities increased by $1.705 million from the previous year.

Net cash used in investing activities decreased by $0.026 million from the previous year.

Year-end cash balance

Mornington Shire Council - Cash and Equivalents Year End Balance
For the years ended 2017-18 to 2019-20

8.000

$7.404m

7.000

6.000

5.000

$3.860m

4.000
3,000
$2.181m
2,000

1.000

2017-18 2018-19 2019-20

Council's year-end cash balance was $3.860 million as at 30 June 2020.
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FINANCIAL SUSTAINABILITY INDICATORS

Section 104(2) of the Local Government Act 2009 provides the following definition of financial
sustainability:

A local government is financially sustainable if the local government is able to maintain its
financial capital and infrastructure capital over the long term.

Financial sustainability is a strategy and ratios are used as point in-time measurements to assess
the outcomes of the strategy. The Department of Infrastructure, Local Government and Planning
has developed financial sustainability indicators to assist in the assessment of the long-term
financial sustainability of councils.

Section 169(5) of the Local Government Regulation 2012 outlines the three relevant measures of
financial sustainability that all Queensland local governments must report on:

a) Asset Sustainability Ratio
) Net Financial Liabilities Ratio, and
c¢) Operating Surplus Ratio.

The measurement of the above ratios is in accordance with the
Financial Management (Sustainability) Guideline 2013.

Why is financial sustainability important?

Local governments are responsible for directly providing residents with a wide range of public
services and community infrastructure and facilities. This requires local governments to hold and
maintain a significant base of infrastructure assets, which necessitates not only substantia | initial
investments but also continued expenditure to maintain and renew assets over the course of
their respective useful lives.

The outcomes of Council's financial sustainability strategy are as follows:

« To allow for the adequate provision for programs (including capital expenditure) and services
into the future without having to introduce substantial or disruptive revenue (and
expenditure) adjustments; and

» To allow for the equitable distribution of the costs of establishing and maintaining community

assets and services between current and future residents.

A
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ASSET SUSTAINABILITY RATIO

Definition: An approximation of the extent to which the infrastructure assets managed by Council
are being replaced as they reach the end of their useful lives.

How is it calculated? Capital expenditure on replacement of assets (renewals) divided by
depreciation expenditure.

Why is it important? Assists in identifying Council's asset base consumption and renewal levels
and capacity to fund the level of investment needed over the long term.

Target: Greater than 90 per cent per annum (on average over the long term)

Mornington Shire Council - Asset Sustainability Ratio %
For the years ended 2017-18 to 2019-20

350.00

2950%

300.00

250.00

Minimum Target = > 50%

200.00

150.00

100.00

50.00

2017-18 2018-19 2019-20

W Asset Sustainability Ratio %

Council's asset sustainability ratio for 2019-20 was 79.1 per cent. Council’s five-year average asset
sustainability ratio is 178%. This is within the target range. This means that Council is likely to be
sufficiently maintaining, replacing, or renewing existing infrastructure assets as they reach the end of
their useful life. Council has monitored its assets in line with its asset management plans and have
adequately replaced its assets as they near the end of their useful life. This suggests that Council has

managed its asset replacement in line with its service potential.

()
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NET FINANCIAL LIABILITIES RATIO

Definition: An indicator of the extent to which the net financial liabilities of Council can be serviced
by its operating revenues.

How is it calculated? Total liabilities less current assets divided by total operating revenue
(excluding capital items).

Why is it important? Assists in identifying Council's financial capacity and the ability to fund
ongoing operations over the long term.

Target: Less than 60 per cent per annum (on average over the long term).

Mornington Shire Council - Net Financial Liabilities Ratio %
For the years ended 2017-18 to 2019-20

60.00

b T—
50.00 =

40.00 | Maximum Target = < 60%
30.00
20.00

10.00

-10.00 £.0% -3.2%

-20.00

-30.00 6%

-40.00
2017-18 2018-19 2019-20

Council's net financial liabilities ratio for 2019-20 was -3.20 per cent. This means that Council has
the capacity to comfortably fund its liabilities. A negative indicator means that current assets exceed
total liabilities, and that Council has the capacity to increase loan borrowings if required. The net
financial liabilities ratio indicates that while Council’s capital structure appears adequate, the low
operating surplus ratio can add pressure to service any additional borrowings that Council may need
for future capital projects.
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OPERATING SURPLUS RATIO

Definition: An indicator of the extent to which revenue raised covers operational expenses only or
are available for capital funding purposes or other purposes.

How is it calculated? Net result (excluding capital items) divided by total operating revenue
(excluding capital items).

Why is it important? Assists in identifying Council's financial capacity and the ability to fund
ongoing operations over the long term.

Target: Between zero per cent and 10 per cent per annum (on average over the long term).

Mornington Shire Council - Operating Surplus Ratio %
For the years ended 2017-18 to 2019-20

20.00
A Upper Limit - 10%
10.00 "
_~ Lower Limit - 0%
-
-10.00
-20.00 81%
-30.00
-40.00
-422%
-50.00 -46.2 %
2017-18 2018-19 2019-20

Council's Operating Surplus Ratio for 2019-2020 was -18.1 per cent. Council was forecasting an
operating surplus ratio of -15.6 per cent for 2019-2020.

Council's five-year average operating ratio is -30 per cent. This is outside the target range. The
average operating surplus ratio indicates that Council in unable to generate enough funding from its
own source revenue. There is significant reliance on grants and contributions from various sources,
in the absence of which Council may not be able to sustain its ongoing operations. This also
indicates that Council has no ability to fund any capital projects without capital grants and
contributions. Council will continue to look at options to increase its revenue and reduce its
spending levels in the short-term.

A
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Measures of Financial Sustainability

The Local Government Regulation 2012 requires that Council report its results for the financial year
against selected financial sustainability ratios. These ratios, their definitions and Council’s results as at

30 June 2020 are stated below.

Ratio How the measure is calculated Target Actual
) ) Net result (excluding capital) divided by total

Operating Surplus Ratio operating revenue (excluding capital) 0% tol0% -18.1%
Capital expenditure on the replacement of

Asset Sustainability Ratio assets (renewals) divided by depreciation
expense =90% 79.1%
Total liabilities less current assets divided by

Net Financial Liabilities Ratio total operating revenue (excluding capital
items) <60% -3.2%

Council’s current year financial sustainability statement, the Auditor-General’s report on it and
Council’s long-term financial sustainability statement are located following Council's Annual Financial

Statements in this report.
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Momington Shire Council
Statement of Comprehensive Income
For the year ended 30 June 2020

Council
2020 209
Note $ $
Income
Revenue
Recurrent revenue
Levies and charges a) 2.821,145 2051042
Fees and charges ) 1,007,563 134231
Sales revenue Xe) 9.700.204 10,806,027
Grants. subsCies and CONTIDUTONS Hex) 5.033.043 $.127.082
19,171,005 19.387.753
Capital revenue
Grants, subsidies and contributions 3ans) £.270.214 18,834,018
Total capital revenue 210,214 18, 1
Rental income 13 517.719 4322¢
Interest revenue 4®) 44,052 76304
Other income 4a) 258473 .71
Captal ncome 5 504024 arsee
Total income 25.770.087 36978.838
Expenses
Recurrent expenses
Empioyes benefas - (6.102.777) {8.875.705)
Materls and servoes 7 (11,058.427) (14,141.903)
France costs 8 (147.224) (42.420)
Deprecaton 4 (5.702.727) 8.111.477)
23811.155) (20.101.625)
Capital expenses @ “82,171) (1,884 T17)
Total expenses (24,093,326) (30.856,342)
Net result 1,676,761 6,122,456
Other comprehensive income
Rems that will not be reclassified to net result
Movement 1 JSLe! revaudion sumius 18 - (8.512.803)
Total other comprehensive income for the year - (8.512.003)
Total comprehensive income for the year 1,676,761 (2.390,197)
The above statement should be read in conunction with the accompanyng notes and Significant Accounong Folces.

.l e .';...
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Momington Shire Council
Statement of Financial Position
as at 30 June 2020

Council
2020 2019
Note $ $
Current assets
Cash and cash equivalents 10 3860376 2181213
Trade and other receivaties 1 1,308 681 1,570,160
Inventories 829,580 573.230
Contract asset 12 303,551 -
Leases 13 208.092 208.002
Total current assets 6.310.540 4.532.733
Non-current assets
Leases 13 €,100473 5000712
Property, plant and equipment 14 113,274,150 113.117.080
Total non-current assets 118.473,628 119.02¢.811
Total assets 125.784.163 123,550,544
Current liabilities
Trade and other payables 16 1,500,451 2072502
Contract Eability 12 2,822,740 -
Provisions 17 24,002 84208
Total current labilities 3148003 156,800
Non-current liabilities
Provisions 17 1,542,818 1.215.875
Total non-current liabilities 1,540,318 1.215.075
Total liabilities 5,667,009 3372775
Net Community assets 120,086,253 120,186,763
Community Equity
Asset revaluation surplus 18 99,180,205 99,160,205
Retained surplus. 20028054 21,028,584
Total Community equity 120.086.253 120,186,769
The above statement should be read in with the ing notes and Signifi A Policies.
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Mornington Shire Council
Statement of Cash Flows
For the year ended 30 June 2020

Council
Note 2020 2019
$ $

Cash flows from operating activities
Receipts from customers 14,328,073 14,666,332
Payments to supplers and employees {18.222.034) 22,250,788)

{3.893.081) (7.584 450)
Rental income 517.7118 443226
Interest received 40,052 76,304
Operating grants and contributions 5,033,642 5,127,652
Net cash inflow { ) from operating activiti 10 1.705.253 (1.837.274)
Cash flows from investing activities
Payments for property. plant and equipment {5.887.185) {20,242.026)
Proceeds from sale of property plant and equipment ] 81,055 -
Lease receipts 13 214 857 320822
Grants, sub and 5,504.283 16.824.018
Net cash inflow (outflow) from i ing activiti (26.090} {3.285.388)
Net increase (decrease) in cash and cash equivalent held 1.679.163 {5.222.880)
Cash and equi at the beginning of the fil ial year 2.181.213 7403873
Cash and equivalents at end of the financial year 10 3,860,376 2,181,213
The above statement should be read in conj jon with the g notes and Significant Accounting

Poiicies

2019-2020 Mornington Shire Council Annual Report Pag[\_ | 37

Item 7.1- Attachment 1 Page 44



SPECIAL COUNCIL MEETING AGENDA 11 NOVEMBER 2020

MORNINGTON
SHIRE COUNCIL

Mornington Shire Council
Statement of Changes in Equity
For the year ended 30 June 2020

Asset Retained Total
Revaluation Surplus
Surplus
Note 8
$ $ $
Balance as at 1 July 2019 £9.180.205 21,026,504 120,186,788
Adustment on initial applicaton of AASE 15/ AASE 1058 (1.777.271) (1.777.271)
Restated balance at 1 July 2010 £0.180.205 19,240,203 118,400,408
S=RLE
Net operating surplus - 1,676,761 1,676,761
Other comprehensive income for the year
Increase / (decrease) in asset revaluation surplus 18 - - -

Balance as at 30 June 2020 98,160,205 20,926,054 120,086,259
Balance as at 1 July 2018 107 672.808 14,004 082 122,576,088
Net operating surplus - 6.122.406 0.122.406
Other comprehensive income for the year

i ) n asset reval surplus (8.512.683) - (8,512,083)
Balance as at 30 June 2019 99.160.205 21,026,564 120,186,769

i —- = e

The above statement should be read in with the npanying notes and Significant Accounting Policies
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Mormnington Shire Council
Notes to the Financial Statements
For the year ended 30 June 2020

1

1A

Significant Accounting Policies

Basis of Preparation

Momington Shire Council s constituted under the land Local Act 2009 and is domicied n
Australia

These general purpose financial statements are for the period 1 July 2012 to 30 June 2020 and have been prepared m
accordance with the Local Govemnment Act 2009 and the Local Govemment Reguistion 2012

These comply with and Interp ssued by the Australian
Accountng Standards Board (AASB). Council is a not-for-profit entity for ial rep ] and {
with A i g as app to not-for-profit entiies

These fi d have been prepared under the hi cost convention except for the revaluaton of

certan classes of non-current assets.
Current/ Non-Current Classification

Assets and liabilities are presented as "curment” or “non-cumment” in the Statement of Financial Postion on the followng
basis:

Current assets and kabilties include financial and non-financial items which are either held primarily for the purpose of
rrading or is expected to anse and be realised or settied in the normal course of the operating cycle, or does not have

an itional right to defer setth for at least 12 months after the reporing period.
Non-current assets and liabil include fi | and non-fi | items which are either not expected to be realised
or settled in the nomal course of the operating cycle, or contain an une i right to defer sett for 3 period

greater than 12 months.
Recurrent/Capital Classification

Revenue and expenditure are presented as “recurrent” or “capital” in the Statement of Comprehensive Income on the
followng basis:

Capital Revenue includes grants and subsidies recewed which are ted to specific projects for the replacement or
upgrade of existing non-cument assets andior nvestment in new assets. It also includes non-cash contributions which
are usually inff assets. d from cevelopers and fair value gains on infrastructure 3ssets or housing
leases.

The following transactons are dassified as either "Capital Income™ or "Capdtal Expenses” dependng on whether they
result n accountng gans or losses:

- disposal of non-current assets

- revaluatons of infrastructure assets

- revaluaton of housing leases
All pther revenue and expenses have been classfied as recument”

Adoption of New and Revised Accounting Standards
Council has adopted all standards which became mandatorily effective for annual reporting periods beginning on 1

July 2018, the standards which had an impact on reported position, performance and cash fiows were those relating to
revenue

Refer to the change in accounting policy Note 24 for transition disclosures for AASE 15 Revenue from Confracts with
Customers and AASE 1058 income of Not for Frofit Entities.

MORNINGTON
SHIRE COUNCIL
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Mornington Shire Council
Notes to the Financial Statements
For the year ended 30 June 2020

1.C Standards Issued Not Yet Effective

The AASB has issued Australian Accounting Standards and Interpretations which are not effective at 30 June 2020,
these standards have not been adopted by Councl and will be included in the Snancial statements on their effective

date The are not exp d to have a i impact upon Council's future financial statements.
1.D Critical A ing Jud, and Key S of E jon Uncertainty
Councils make a number of judg , est! and in preparing these fi | These
are based on the best information available to Council at the time, however due to the passage of time, these
assumptions may change and the b may not reflect the final outcomes. These significant
judgy s, and P relate to the following items and specfic mformation is provided in the
relevant note
Jud Esti and A ) Note

Valuaton and depr of property, plant and equipment 14,15

P o property. piant and 4
Provisions 17
Vahuation of finance leases 13
Contingent kabdites 2
[Financial instruments and fnancal labites 20

1.E Inventories

Stores and raw matenials held for resale are valued at the lower of cost and net realisable vaiue, Costs are assigned
on the basis of weighied average cost

1.F National Competition Policy

The Council has its and has fied that there are no business activities to which the code of
competitive conduct applies.

1.G Rounding and Comparatives

The financial statements have been rounded to the nearest §1. Comparative informaton s restated where necessary
to be consistent with disclosures in the current reporting penod.

1.H Taxation
Income of local authorities and public authonties Is exempt from Commonwealth taxation except for Fringe Benefits

Tax and Goods and Services Tax (GST). The net amount of GST recoverable fom the ATO or payable to the ATO
is shown as an asset or liabdity respectively.
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Item 7.1- Attachment 1 Page 47



SPECIAL COUNCIL MEETING AGENDA 11 NOVEMBER 2020

MORNINGTON
SHIRE COUNCIL

Mornington Shire Council
Notes to the Financial Statements
For the year ended 30 June 2020

2. Analysis of Results by Function

2(a) Components of Council Functions
The activites relating to the Council's components repored on in Note 2(b) are as follows :
Council and Executive Leadership Team

Councils cument structure consssts of three depanments each headed by an Executive Manaper. The Exscutive Managers,
along with the Chief Executive Officer form the Executive Leadership Team

Financial Services

This comprises the support functions for the management of Councl's finances, informaton technology and financal
reporting oblgatons.

Governance

The Govemnance department advises on legal, mmmmmmmmmmesmsmmhmng
the service defivery reform program and ensuring the good gowemance of Counci. A P
were previcusly the responsiblity of the Counci and Executive Leadership Team Function

Infrastructure/ Technical Services

Tcmﬂmmmm‘rawumsu&asmds cL'anage footpaths, aerodromes, marine facilties, water supply and
savices, age, plant and Y. and the of community buildings and facilites.

Human Services

The Human Senvices functon includes:

+ Adminsiraton

+ Bakery

» Council Warehouse

« Grants

« Payroll

* Property Management (Residential and Commercial)
+ Sports and Recreation

+ Workplace Health and Safety

2019-2020 Mornington Shire Council Annual Report P?lgC | 4 |
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MORNINGTON
SHIRE COUNCIL

Mornington Shire Council
Hotes to the Financial Statements
For the year ended 30 June 2020

3 Revenue
AASE 15 AASE 1058

5 $
Revenue recognised at a point in time
Levies and charges - 2,821, 45
Fees and charges 81,530 400,444
Grants, and 5.383.100
Sale of goods ang senvices 1.020.018 -

2,008,148 8,804.602
Revenue recognised over time
Fees and charges 1,087.427 38152
Revenue relating 1o grants for assets controlled by Counci 201,034 4718814
Sale of goods and services 7.712.963 80.678

9.002.320 4.520.644
Total Revenue 00477 15,431,942

(3} Levies and Charges
2020 accounting policy: Levies and annual charges are recognised as revenue when the councl obtaing control over the
assets comprisng these recepts which is the beginning of the rating penad to which they relate
Service charges are levied annually based on the quantity of the specfied unit of wih each property.
The charge and cofresponding uni of measire are set out in Counc's Fees & Charges.

2018 accountng pofcy. Where mones are recewed prior 1o the commencement of the levying period. the amount is
racognised as revenue in the penad in which they are receved.

2020 2019
$ $
Water 1.001.165 208.652
Zewerage §58.070 5563.503
Garbage charges 623010 580,788
General service charges 645,000 -
Z821,185_ 205142

b)

Fees and Charges

2020 accounting policy: Revenue ansing from fees and charpes is recognsed when or as the pedformance obligation is.
compieted and the cusiomer receves the benefit of the goods/ services being provided.

The performance cbigation relates to the specific services which are prowi to the and g e
p:mntsrewﬂmNm&hmdmmﬂunmwmumﬂw&smwoﬂwfa
Councl in relation to refunds or retums.

Airport landing fees are measured based on the number of passengers and recognised net of amounts not expected tobe
e alde

Accommodation fees consists of revenue from bookings at Councd run Motel and Vistor Accommodation Centre and
mmmmmummbaMNme Revenue s recognised at the time of
occupancy of the p {subject 1o of . policies) and at the prices bsted = the Fees
and Charges.

2012 acoounting policy: Fees and charges relate to locai government levy, levy on staff houses and airport Landing fees.
Levels of fees and charges are determined by Councd at the commencement of each year and recogrised as revenue

upon recept.
2020 2013
$ $
Asportlanding fees. 0443 AWEE
Accommodation fees 1,125,580 543 857
Other fees and charges 51,530 0.H8
1.807 558 1342131
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MORNINGTON
SHIRE COUNCIL

Mornington Shire Council
Notes to the Financial Statements
For the year ended 30 June 2020

{c} Sales Revenue

Sale of goods revenue is recognised when the customer has taken delivery of the goods. Revenue from services is
recognised when the service is rendered.

Contract and recoverable works generally comprses a recoupment of matena costs together with an hourly charge for
use of equipment and employees. The revenue and the assocated costs are recognised by reference to the stage of
completion of the contract actvty based on costs incurmed at the reporting date. Where consideraton s received for the
service i advance it is indiuded in ofther liabiities and is recognised as revenue in the period when the service is
performed, Council has 2 number of contracts in progress at year end (2018: nil). The contract work camied out is not
subject to retentions.

2020 2013
$ $
Sale of Services
Contract works 8,196,187 8.072.578
Cther recoverable works 2540011 1,748,025
5,742,108 9,518,003
Sale of goods
Sale of goods. 087,086 1,047.424
987,086 1,047 424
700,204 10,566,027

{d) Grants, Subsidies and Contributions

2020 accounting policy:

Grant ncome under AASB 1058

Assets anising from grants in the scope of AASE 1058 is recognised at the assets fair value when the asset s received,
Councis considers whether there ane any related kabiity or equity items associated with the asset which are recognised n
accordance with the relevant accounting standard.

Once the assets and iabilites have been recognised then income is recognised for any remaining asset value at the time
that the asset is received

Capital grants

Capital grants received to enable Councd 1o acquire of construct an item of property, plant and equipment o identiSed
specifications which will be under Council's control and which is enforceable are recognised as revenue as and when the
obligation to consiruct or purchase s completed

For constructon projects, this is ily as the proge in accordance with costs incurred snce his is

deemed to be the most of the of the cor proiect as there is no profit margin.
Where assets are donated or purchased for significantly below fair value, the revenue is recognised when the asset is
acquired and controlied by the Counci.

2012 accounting policy:
Grants, subsidies, donations and contribations that are il i in nature are
obtains control over them, which is usually upon receipt of funds.

as revenue when Councd

Where grants are receved !iat are reciprocal n nature. revenue is recognised 35 the vanous performance obligations
under the funding agreement are fulfiled. Councl does not cumrenty have any reciprocal grants.

2020 2019
{i) Recument $ s

C ath idies and grants - 3,080
General pupose grants 4553278 477,713
State govemnment subsidies and grants 305578 26,082
Other 84,702 21,787

5033643 5107 052
Grants and are 10 be classfied s or captal dep 19 on the purpose for which they were
received and not on the purpose for which they were spent. General purpose grants and contrbutions are all clazs®ed 2z
operating regardiess of how ey ane spent
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Mornington Shire Council
Notes to the Financial Statements
For the year ended 30 June 2020

(W) Capital

Capital Revenue inchudes grants and subsidies received which are tied to specic projects for the replacement or upgrade

of existing non-current assets and/or mvestment in new assets.

Non-cash contributions with a value in excess of the recogniion thresholds, are recognised as revenue and as non-
current assets. Non-cash contrbutions below the thresholds are recorded as revenue and expenses.

Commonwealth government subsidies and grants
NDRRA/ DRFA funding

State govemment subsides and grants

Other contributions - Non cash

- £00,000
2,051,248 12,500,151
2.667.568 3,143,887

551,400 -
5270.214 16,634.018

(i} Conditions over Grants

Contributions recognised as income during the reporting penod and which were obtained on the condition that they be

p in a manner specied by the b lbut had not been expended at the reportng date:

Grants for expenditure on senices
Grants for expenditure on infrastructure

4 Interest and Other Income

{a} Other Income
Other Income

{b) Interest Revenue
Interest received from term deposis is accrued over the term of the investment.

Interest received on deposits

5 Capital Income

Gain/ (loss) on revaluation of finance leases. 13
Fair value of newly recognised controdled assets

114,040
= 2,670,245
114,040 2.670.245
2020 2013
$ $
258,073 81,711
258,073 81711
46,852 76,304
48,052 76,304
2020 2019
$ $
o 375,526
504,824 7520

Total Capital Income

MORNINGTON
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Mornington Shire Council
HNotes to the Financial Statements
For the year ended 30 June 2020

& Employee Benefits 020 2019
$ §
Totat staff wages and salanes 4,167,020 5,825,158
Counclicrs’ remuneration 204,040 21512
Anrual, sick and long service heave entifemants 482,558 1.203 540
Supefannuabon 23 607,125 B45.175
5,580,762 B.285.384
Other employes related expenses 586,050 1011432
LEE-TIF I EIRES
Less: Capitalsed employee expenses {34.035) (421,121)
BAET7T B.575.705
Council o salary, oher allowancss, costs and traning pad in respect of camying out ther dutes.
Total Councd employees 3t the reporing date: 2020 2019
Elected members 3 5
Administration staff 7 z
Depot and outdoors staff 82 B4
Total full ime equivalent employees ) 111
7 Materials and Services 2020 2019
Administraton expenses 1513483 1,504 381
Audit of annual financial statements * 768,081 20.075
Community and civic expenses 153.200 194,955
Contract works 2251521 5,315,984
Contractors and consuitants 4,131,188 2,518,818
Cost of goods sold 1,570,706 440,782
Manag fees and subserp 380.705 340.275
Motor vehicie expenses 388725 B3I NT
Other materials and senvices 682,155 1.030.382
Other recoverable works 200,588 025,760
Repairs and mantenance 201,084 1.218.445
11,858,427 14,141,083
* Total estmated audit fees by the QAD relating to the 2020 annual financid statements are $78,750 (2019 Actual
$77.000).
8 Finance Costs 2020 2019
§ $
Eank charges 13088 21748
Imparment of receivables 124 088 40731
L of on 9,188 -
47,200 G245
9 Capital Expenses 2020 2019
$ S
Gain / (loss) on disposal of non-current assets
Proceeds from the sale of property, plant and equipment 81855 -
Less - Book value of property. plant and equip d (278.438) (560,800)
Total Gain/ {loss) on disposal of non-current assets (186.964) 1588,800)
Provision for restoration of landfill
Inital recognition of Landfill restoration provision = (1.084,817)
Discount rate aciustment to landfill restoration provision {285,187) -
{285.187) {1.084.817)
ppmnp— ]
Total Capital Expenses {482.171) {1.664,717)
12
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Mornington Shire Council
Notes to the Financial Statements
For the year ended 30 June 2020

10

Cash and Cash Equivalents

Cash and cash equivalents incudes cash on hand, all cash and chegques recepted but not banked 3t the year end,
deposits held at cal with financial instiutions, other short-term, highly liquid investments with original maturities of three
months or less that are readily convertible to known amounts of cash and which are subject to an insignificant risk of
changes in vaiue, and bank overdrafts

2020 20139
$ $
Cash at bank and on hand 3.860.378 2.181.213
Eatance per Statement of Cash Flows ¥ 238121

Councis cash and cash equivalents are subject 1o a number of memal and external restricbons that limit amounts
available for discretionary or future use. These include:

e ity imp o = : at the reporing
date relate to the followng cash assets:
Unspent go grants and subsid 114,040
Total unspent restricted cash 114,840
2020 2019
$ $

Trust funds held for outside parties

The Counci performs only a custodial role in respect of these monies. As these funds cannot be used by the Counci,
they are not brought 10 accountin these Enancial statements.

Monies collectsd or held on behalf of other entities yet to be

pad out to or on behalf of those entiies e 0
50 20

Trade and Other Receivables

Trade wables are o atthe due at the Eme of sale or service delivery Le. the agreed purchase price

/ contract price of these is within 30 days from nvoice date.

Debts are and alk

for is made, where appropriate. for impairment. All known bad
gebts were written-off at 30 June. if an amount is

na 1t period it is . as e

Subsequent of written off in the same period are recopnised as finance costs in e
Statement of Comprehensive Income
2020 2013

$ $
Current
Trade debtors 1,210,548 1,703,261
Other debtors B244s 13.725
Less: Impairment (157.008) (216,502)
GST recoverable 173,085 89,705

1,305,081 1.570.168

No interest is charged on debtors. There is no concentration of credit risk for service charges, fees and other gebtors
receivable

n losses is as follows: 2020 2019
$ $
Opening balance at 1 July 216,502 17634
Impairment debts written off during the year {568.213) -
Additional impairments recognised 124,087 40,108
imparments reversed (127.280) -
Closing balance at 30 June 157,008 216,502
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Mornington Shire Council
Notes to the Financial Statements
For the year ended 30 June 2020

12

Contract Balances

Where the amounts billed to customers are based on the of various mi in the contract,
the amounts recognised as revenue in a given penod do not necessanly coincide with the amounts billed to or certified by
the customer.

Mamuwmxsmﬁ«wvmmamwmumbnwmmm

or before pay is due, Council presents the work in progress as 3 contract asset, unless
nwwmmdmomaeuwnmi n which case Councl recognises a recewvable.
When an amount of s from a 7 fund prowder prior to Councl transferring 3 good or

service to the customer, Council presents the funds which exceed revenue recognised as a contract Eability.

Contract assets 303551
Contract liabilities

Funds d upfront 1o Council fled assets 2,602,740
Deposits received in advance of services provided (e.g 20.000

accommodation fees. hire fees)
2822740

Revenue recognised that was included in the contract liability balance at the beginning of the year
Funds d upfront 1o Council lied assets 2300873

2,300,673

_—
Significant changes in contract balances

The contract assets and liabilties have arisen on adoption of AASB 15 and AASB 1058 Previously the revenue was
recognised on receipt and therefore there was no effect on the statement of financial posttion. Refer 1o the change n

accounting policy Note 24 for ransiion disclosures for AAS8 15 Revenue from Contracts with Customers and AASS
1058 income of Not for Profit Entites

Leases

Council as 3 Lessor

When Council is a lesscr, the lease s classfied as ether an g or fimance lease at imcepton date, based on
whether substantially all of the nsiks and rewards incidental to ownershp of the asset have been transferred to the lessee.

if the nisks and rewards have been transferred then the lease s dassfied as a finance lease, otherwsse 1t is an operatng
lease.

¥ the lease contans lease and = then the I P e for in
with AASB 15 Revenue from Contracts with Customers.

The lease income s recognised on a straight-Ine basis over the lease term.

Finance leases:

Councid has leased 230 dwelings as essor 1o the Queensiand Govemment for 40 years. The totdl lease payment per
dwelling n the current year is between $300 - $807 60. These lease payments ane required to be adjusted each year by
the change in the Consumer Price Index (Al Groups) for Brisbane. As the gross lease payments are insufficient to cover
the fair value {current replacement cost) of the leased properties, there i no interest rate mplicit in the leases and
therefore no finance income wil anse fom the leases. Consequently. the leases are recognised at the present value of
the expected future lease payments recewvable (fair value). Gans on revaluation of finance lease assets are recognised as
other income

Mnmmmmwmuvmmmmhmﬁdwmm
1 for ur lease pay or gent rents gnised as income applicable to

the leases

MORNINGTON
SHIRE COUNCIL
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Mornington Shire Council
Notes to the Financial Statements
For the year ended 30 June 2020

2020 2018
Current $ $
Finance leases 208,092 208,002
208,002 208,092
Non-Current
Finance leases £.100.478 5,000,712
8180478 5008712
A ) b the gross in the lease and
the fair value of lease payments is as follows
Gross iease pay b
Not tater than ane year 208,002 208,002
Later than one year but not later than five years 832,388 83,368
Later than fve years 5.376.941 5,587.002
&417.201 SeT Wz
Add: Estmated contingent rent 2832138 3.327.843
Less: Presant vaiue adjustment (2.841.282) (3,837.501)
Fair value of lease payments 6,407,570 6197&
The fair value of lease payments are recevable as follows:
Not {ater than one year 208,002 208,002
Between one and two years 207,787 21324
Between two and three years 207482 218,828
Between three and four years 207178 24002
Between four and five years 206,875 20604
Later than five years 5,370,156 5,024.008
8407570 8,117,604
2020 2018
$ $
Movements in finance leases were as follows
Opening balance 8.117,804 8.071.800
Less: Lease receipts {214.857) (320822)
Ada. Gain/ (loss) on revakuaton 504,624 375828
Closing balance 8,407,570 8,117,804
h—(’q estimates and assumptions
[Consumer Price Index (CPY) 2.2% : 201920 25% 201389

Any ncrease in the consumer price index would result in an increase n actual lease receipts due not Later than one year,

an n gent rent and a g nthe i gan (net of d g).
A decrease in CPI would result ina inthe rent

(Discount Rate 24% 201020 35% :201819

JAn increase in the discount rate would result in 3 reduction in the fair vakse of lease payments and a comrespondingl
or ioss on ) A in the discount rate would result in an increase in fair value of lease
anda ponding gan on
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Momington Shire Council
Hotes to the Financial Statements
For the year ended 30 June 2020

Operating leases:

Where Councd retains the risks and rewards relating 1o a lease, they are classified as operating leases and related o
several bulldings held as property, plant and equipment in the statement of financial postion for strategic purpose and to
provide a social senvics

Rent from investment and other property is recognised as ncome on a penodic straight ne basis over the kease term

2020 2013
$ $
Investment property income (excluding variable lease 517,719 443208
payments not dependent on an index or rate}

There is nil uneamed finance income, unguaramteed residual values accrung to the beneft of Councll, accumulated
for lease o rents recognised as income o
the leases

The Council has entered into commercial property leases on some of its buildings.

The minimum leases receipts are as follows: 2020 2019
$ $
Mot later than one year 274,050 F0242
Cne to five years 824,858 973,038
Later than fve years 3,034,158 3138454
3003700 457,765
[Rey estimates and assumptions
{Consumer Price Index {GPI) 1.6% - 201020 25% 201818

lAny increase m the consumer price index would result n an ncrease in lease revenue due. with any decrease in CPI|

reducing the basemenuee-pemwuwmaimtease_mteobymconrmmmmmhmpyable

()
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Mornington Shire Council
Notes to the Financial Statements
For the year ended 30 June 2020

14

3)

b)

c)

Property, Plant and Equipment (Continued)

Recognition

Each class of property, p&x\i and ecppmt-m is stated at cost or fair value less, where applicable, any accumulated
D and P loss. Items of plant and equipment with a total value of less than

$5,000, and infrastructure assets and buidings with 3 total value of less than $10,000 are treated as an expense in

the year of acquistion  All other tems of property, plant and equipment are capitalised

[of

Wage and materials expendture incurred for the acquisition or construction of assets are veated as capital

expenditure. Routine operating maintenance, repair costs and minor renewals to maintain the operational capacity

of the non-current asset is expensed as incurred, whie expenditure that relates to replacement of a major
companent of an asset to its service p i is cap

Deed of Grant in Trust Land
Counci is located on land assigned to it under 3 Deed of Grant in Trust {DOGIT) under Section 341 of the Land Act
1004

Theland is by the Dep: of Natural R and Mines and the Council has restricted use of
this land for the benefit of shire inhabitants. The DOGIT land has not been taken up in the Council's assets as 1
cannot be refiably measured

Measurement

Acguistion of assets

Acquistions of assets are intally recorded at cost. Cost»sd«efmnedzsmehfv:luedm:ssehmas
plus costs incidental to the acqui s g freight in. architect's fees and engineering design

fees and all other establishment costs

Property. plant and equpment received in the form of contributions, are recognised as assets and revenues at fair

value by Councd valuation where that value ds the gr h for the respe asset class Fair
value is the price that would be receved to sell the asset in an orderly transact market particip. at
the measurement date.

Capial Work in Progress
The cost of property, plant and equipment being constructed by the Council includes te cost of purchased
services, materials. drect labour and an appropriate proportion of labour overheads.

Depreciation

Depreciation on property, plant and equip assets is calculated on a ght-line basis 0 s t0 write-off the net
cost or revalued amount of each depreciable asset, progressively over its estimated useful iife to the Council.
Management beleve that the straightine basis appropriately refects the pattem of consumption of all Councit
assets.

Where assets have that are subject o regular repbcemem these oomvcnents
are assignad useful Fves distinct from the asset to which they relate. Any exp the
assessed capacity or service potental of an asset is capialised and the new demabie amount is dqxecxated
over the remaining useful iife of the asset to the Council

The dep! ble amount of 1o or on land is y over the
useﬂ.dh\!sof:heWwemenxswme(:wnciormemexmdmddmeluse vlncheverszhe;homr
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Momington Shire Council
Notes to the Financial Statements
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14 Property, Plant and Equipment (Continued)

Depraciation methods and estimated useful fves of property, plant and equipment assets are reviewed at the end
o'eaehmww\gpw\odmdaqus:edvﬁnremoessaylormmydwxgesxnmem«no‘munm
physical wear and tear, tech | or The
assessments performed as part of the annual valuation process ‘or assets mmd at written down cumrent
replacement cost are used o estimate the useful lives of these assets at each reporting date

mey judgements and estimates:

Straight ine depreciation is used as that is consistent with the even of service of these]
assets over their useful ife to the Council

Management reviews its estmate of the useful lives of depreciable assets at each reporting date, based on the|
lexpected utility of the assets. Uncertanties in these tes relate to technical ! that may change
the utility of certain software and IT equipment.

d) Impairment
The amount of | t assets held for continuing use of ther service capaciy is
considered 1o be materially equivalent to its fair value
Other i:sed t ph | asset and group of assets are for indi s of
annually. H an indicator of possible impairment exists, the Council determines the asset’s recoverable amczum
Any amount by which the asset’s carrying amount the le amount s rded as an imp
loss.
'Reyjudoemenu and estimates:
in g 0 the amount of each asset, based on expected future
cash flows and uses an interest rate 1o d them E y relates to p about future
Joperating results and the determination of 2 suitable discount rate

e) Valuation

[Rey judgements and estmates.
Some of the Council’s assets and fiabilites are measured at fair value for financial reporting purposes.

in estmating the far value of an asset or a kabidity, the Councl uses market-observable data to the extent it is)
avadable. Where Level 1 inputs are not avaiable, muuthMomwa«vwm»mm
jvaluation. The Council works dosely with the qualified external valuers to h the

techniques and inputs to the model. Information about the valuation techniques and inputs used in determining the
far value of vanous assets and kabilites are disclosed within ths note.

f)  Valuation Processes

Non-current physical assets measured at far value are revalued, where required, so that the cammying amount of
each class of asset does not matenally dffer from its fair value at the reporting date. This is gaging
independent. professionally qualfied valuers to determine the fair value for each dass of property, plant and
equipment assets at least once every 3 years. This process nvolves the valuer physically sighting a rep

sampie of Council assets across all asset classes and making their own assessments of the condition of the assets
at the date of nsp Desktop vall are d in intervening years and, where material, are applied
to the asset values.

2019-2020 Mornington Shire Council Annual Report Pﬂg&? I 54

Item 7.1- Attachment 1 Page 61



SPECIAL COUNCIL MEETING AGENDA 11 NOVEMBER 2020

MORNINGTON
SHIRE COUNCIL

Mornington Shire Council
Notes to the Financial Statements
For the year ended 30 June 2020

14 Property, Plant and Equipment (Continued)

On L k lated depreci is restated proportionately with the change in the camrying amount of the
asset and any change in the estimate of remaning useful ife.

P y identfied P of assets are measured on the same basis as the assets 1o which they relate

eryjudge«mts and estimates:

At 30 June 2020, altemative procedures were performed to consider and assess indicators or factors which may)
materialy mpact the measurement of far value. These o juded the of recent projects |
movement in current indices and recent events. Allemative procedures did not identfy any indicators or factors)
which would significantly impact the far value. 4 Was not requ: to be applied 3t balance date

15 Fair Value Measurements

(i) Recognised Fair Value 14

Council and gr the g assets at fair value on a recurring bass.
Property. plant and equipment
- Buildings
- Road and Drainage
- Water
- Sewerage
- Other Infrastructure Assets

In accordance with AASE 13 fair value measurements are categorised on the following basis
- Far value based on quoted prices (unadjusted) n actve markets for identical assets or fabilites (Level 1)
- Fair value based on inputs that are directly or indirectly observable for the asset or liabilty (Level 2)
- Fair value based on unobservable mputs for the asset and liabiity (Level 3)

Council does not have any assets measured at far value which meet the criteria for categonsation as level | or
level 2

The fair values of the assets are determined using vak h which the use of observable
data, where it is avalable, and minimise the use of entity specfic estmates. If all signficant inputs required to fair
value an asset are observable, the asset is included in level 2. There are no level 2 tems recognised by Councd. If
one or more of the signficant inputs is not based on observabie market data. the asset is included in Jevel 3. This s
the case for Counci infrastructure assets, which are of a specialist nature for which there is no active market for
smiar or identical assets. These assets are valued using a of ob: and unob ble inputs.

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

Buildings {Level 3)
The last full valuation of Counci's bulding assets was performed effective 20 June 2018 by AssetVal Pty Ltd with
ref o detailed performed by CT Management. The desktop indexation assessments

are based on nputs fom producer price data, construction indices and recent cost guides (2019 +2.3%). Due o
the nature of Momington Island, there is neither an active market for the assets or the Council buildings are of 3
specialist nature. Therefore the determination of fair value has been performed using the Cost approach valuation
technique.

The valuer has determined the fair value of buiding infrastructure through the foliowing process:

* Where there is no market for an asset {consideraton of ether a princpal market or most advantageous), the net
current value of the asset is the gross cument value less accumulated deprecation to reflect the consumed or
expired service potentad of the asset
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For

15

the year ended 30 June 2020

Fair Value Measurements (Continued)

* Published/ avadable market data for recent projects, andler published cost guides were utilised to determine the

estmated replacement cost (gross value) of the asset, including allowances for prelimnaries and professional fees.

The replacement cost of the assets was determined by applying unit rates to each component of the asset

The und rates appbed nclude all materials, labour and overheads. These und rates are estimated using information

coliated from similar recent project costs, direct gquotations from suppliers, unit rate catabases, indices and
5 C 3

* A conditon assessment was applied, based on factors such as the age of the asset, overall condition as noted
through physi pection, ic and/or functional obsok The condition assessment was utilised to
cadculate and refiect the cument serviceabilty level of the asset.

In determining the level of accumulated depreciation for building assets, the assets were disaggregated into
significant components which exhibit Gt of (useful lives)

The assessment of remaining useful ife was made by the valuer taking into consideration the current physical
condiion of assets. construction date, ewidence of recent repairs or capital works and the swTounding
environmental factors.

Infrastructure Assets (Level 3)

All Counci infrastructure assets were valued using written down cumment replacement cost There is no market for
Council's roads, water, sewerage and dranage assets and other infrastructure assets as these are held to provide
essential sennces to the communty. The far value comprises the estmated current cost of replacement of the
asset with a similar asset which is not necessarly an exact reproduction but which has similar service potential and
function {plus where applicable an amount for installation), less an amount for depreciation in the form of accrued
physical wear and tear. economic and functional obsolescence

Cument cost was « by reference to the assets lnear and width characterisbics. owverhead
aliocatons and service costs. Where o ion is ced, cument repl 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 similar remote locations and Rawiinson's Construction Cost Guide.

The last full valuation of Counci's water, sewer and other cture was undertaken by Pry Lud
effective 30 June 2017. The deskiop indexation assessments are based on using 3 composite utlities ndex
developed by combining the Electrical Equipment Manufacturing index, the Eng ing Design and e
Index, the Metal Product Manufacturing Index and the Concrete Product Manufacturing Index from the ABS
Producer Price Index. The weighting of each index is based on an estimated project cost breakdown at 10%, 40%,
10% and 40% respectively (2018 + ).

The last full valuaton of Council road infrastructure was undertaken by AssetVa Pty Ltd effective 30 June 2017.
The desktop indexation assessments are based on ABS Producers’ Price Index "Roads and Brdaes Construction”
(2010:+ 28%

A desktop road conditon was perf by CT Manag for the year ended 30 June 2010. The
assessment of condition was performed with ref to e photos of works for damage
incorred during declared weather events in 2017 and 2018. The condition ratings of roads damaged during
deciared weather events in March 2010 and February 2020 were subsequently reassessed based on the nature
and extent of damage with consideration of required restoration methods. Road assets which had not been
damaged since the last comprehensive revalkuation have been revised based on deterioration assumptions and
overall asset lives

MORNINGTON
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13

Fair Value Measurements (Continued)

For the year ended 30 June 2020 Council assessed the relevant Nexes and determined that there was no
materal movement in the curment costof gly a nil i rate was
applied

Gomponentisation

Council categorises the road infrastructure into urban and rural roads with further sub categories of sealed and
unsealed roads. Council assumes that environmental factors such as sod type, climate and topography are
consistent across each segment. Council also assumes a segment is designed and constructed to the same
standard and uses a consistent amount of labour and materials.

Calculating Remaining Useful Lives

The remaining useful bves used in the depreciation calculations are estimated using the following methods:
* Known Age; and
* Estmated Age

In determining total useful [fe. remaining ife and accumulated depreciation. assets were generally subject fo an

or an o ife Whﬁﬁ site inspections were conducted, (Le. for active
assets, buildings and roads), the assets were allocated a which was used to estimate
remaining life.

Where water and sewer assets are lccated underground and physical inspection is not possible, the age, size and
type of construction material, together with cumrent and planned maintenance records are used to determine the fair
value at reporting date

Where detaied conditon is not available or the age of the asset is known, the remaining Ife is estimated using the
current age of the assets, ad d for obsol after visval

In determining the level of preciation for infra assets, the assets were disaggregated inio
signficant components which exhibit different pattems of consumption {useful ves) Annual depreciation s
caiculated on a straight line basis over the remamning Ife of the asset

Trade and Other Payables

Trade creditors are recognised upen receipt of the goods or services ordered and are measured at the agreed
contract price net of other than A owing are
mdare;nenefalysemw on 30 day terms.

The fair value of trade les is 10 appH the value of the oniginal transacton.

A lability for annual leave is recognised. All amounts have been recognised as cument du to the enttiement of
staff to take their leave at any tme, subject to operational requirements

Sick leave taken in the future will be met by future entitlements and hence no recogniion of sick leave has been
made in these financial statements

2020 2018
Current $ $
Crediors and accruals wa2.782 1,258,728
Annual leave 482832 610,306
Other payables 74,837 o4 560
1.500.451 2,072,562
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17 Provisions

Long Service Leave
A liability for long service leave s measured as the present value of the estimated future cash cutfows to be made

in respect of services provided by employees up o the reporting date. The value of the kabity is calculated using
current pay rates and projected future increases in those rates and includes related employee on-costs. The
estmates are adj for the p y of the employ g n the Councis employment or other
associated employment which would result in the Council being required to meet the liabdity. Adaustments are then
made to allow for the proportion of the benefit eamed to date. and the result is discounted to present value. The
mnterest rates hing to C g securties at the reporting date are used fo
discount the estimated future cash outflows to their present value

Where employ have met the prerequisite length of service and councd does not have an unconditonal nght to
defer this Eability beyond 12 months long service leave is classfied as a current [abiity, Otherwise 2 is classified as

non-current.
'D-(ey i and pti
|Wage Prce Index 3% : 2010720 1.5% : 201819

Any increase in the wage price index would result n an increase in estmated gross labilty and increase the
g ol

Discount Rate 1.75% : 201020 2.75% : 201819
Anxmaseznmedxmmmomarmtmarmnnnmegrosslnbnyawawrmpondmgdecrusen!he

ploy P Ad in the discount rate would result in an increase in the net
habd«yandaw ding n the employ

Refuse dump restoration
A provision is made for the cost of restoring refuse dumps where it is probable the Council will be kabie, or required,
to do this when the use of the facilities is complete.

h-(oy estimates and assumptions

The provision for refuse restoration 1s calculated as the present value of P future costs with the|

jciosure of the dump sites, decor and ng of histoncal o and leaching on these sites. The|
1 of this p requires P such as appl of w3 | . site ch

|cates, avaiable lecMcﬂoq»es and engineering cost estmates. These uncertaintes may resul! in future actuall

expenditure differing from d. B of the long-term nature of the Kability, the most]

significant uweﬂzmymesmubngthepfwtsm is the costs that will be incured. The provision recognised for]
dump sites is reviewed at least annually and updated based on the facts and circumstances available at the tme
Management estimates that the current trenches will ciose in 2030 and that the restoration and monitoring wil occur]
progressively over the subsequent 30 years

2020 2019
Current $ $
Long service leave 24 902 84,208
24902 84.208
Non-current
Long service leave 160.844 121,158
Refuse restoraton 1,380,172 1.004.817
1,540,516 1215675
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17 Provisions {Continued)

Details of movements in provisions: 2020 2019
$ $

Long service leave
Balance at beginning of financial year 205,368 132.010
Long service leave entthement arising 102425 Ti.040
Long Senvice entitiement extinguished (40.035) (4.472)
Long Service entitiement pad (73.210) {121)
Balance at end of financial year 185 548 205.386

R
Refuse restoration
Balance a1 beginning of financial year 1.084.816 -
Initial recognition of restoration costs - 1.084,516
Increase in provision due to unwinding of discount 9,168 -
Increase (decrease) n provision due to change in 285187 -
discount rate
Balance at end of financial year 1.389.172 1084516

18 Asset Revaluation Surplus

The asset revaluation surplus comprises f on property, plant and equs and
decreases on revaluation are offset within a class of assets.

When an asset s disposaed of, the amount reported in surplus in respect of that asset is retained in the revaluation
surplus and not transfemed to retained surplus.

2020 2019
Movements in the asset revaluation surplus were as § $
follows:
Balance at beginning of financial year 98,160,205 107,672.808
Net acjustment 1o non-current assets at end of penod to reflect a
- Buildings - 484 482
- Road and drainage network - (10.186.562)
- Water - 505,038
- Sewerage - 134 841
- Other structures - 520.540
Balance at end of financial year 99,160,205 80,160,205
Asset revaluation surplus analysis
The ciosing balance of the asset ion surplus the i 35581 categories:

2020 2013

$ $

Buidings 84,411,045 84,411,045
Road and drainage network 70337312 7.033.732
Water 16,209,708 16,200,708
Sewerage 3463235 3.463.225
Cther structures 7.052.467 7.062.457

©8,160,205 29,160,205
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18 Reconciliation of net result for the year to net cash inflow ) from

2020 2018
Note $ $

Net resuit 1.676.761 6.122.400
Non-cash gems:

Depreciation and amertisation 14 5702727 8111477

Other contributions - Non Cash 3{d¥ii) (551.400)
Discount rate acjustment to Landfill restoration provision -] 285,187 1.004.816

Brought forward work in progress expensed in cument 14 14.028 300,085
year

{Gan)/ loss on revaluation of finance leases 5 (504.824) {375,828

4.045018 7.220,562

P g and develog o

Net (profitiloss on disposal of non-cument assels -] 196,084 560,200

Changes in accounting policy 24 (L777.271)

Capital grants and contributions 3{dyu) (2,841,543) {16,634,018)

(4.521.831) (18.064,118)
Changes in operating assals and kabilities:
{Increase) decrease in receivables 261.228 454,520
{Increase) decrease n contract assets (303.551) -
{Increase Jdecrease in inventory (58.321) (73.505)
Increase/(decrease) in payables (571,488) 320,408
I /e }in contract liabi - -
increase/{decrease] in other provisions 274.537 73.350
(325,583) 783,786

Net cash infiow from operating activities 1,705,253 {1,937,.274)
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20

Financial Instruments.

Momington Shire Council has exposure to the following risks arising from financial instruments:
- credit risk

- liquidity risk

- market risk

This note id fi ion (both quall and quanti o assist users i the
agnif of financial on the Councds financial posiion and financial performance. including

the nature and extent of risks and how the Councd manages these sxposures

Risk Management Framework

Momington Shire Councd is responsble for the i and oversipht of the risk management

f rk, together with loping and g risk o podicies.

Councd’s risk management approves policies for overall sk management as well as specifically for
managing credit. iquidity and marke! risk.

The Councis nsk m polices are blished to identify and analyse the risks faced, to set

appropnate bmits and controls and to monitor these risks and adherence against Imits. The Council aims to
manage volariy 1o MivMmIse potentia aoverse eMMects on the Tnancial performance of e Council.

Momington Shire Council does not enter into dervatives.
Credit Risk
Credit risk is the risk of financial loss # a counterparty to a financaal instrument fads to meet its contractual

obligations. These obligatons anse princpally from the Councl's investments and recenables from
CUSIOMErs.

Exposure to credit risk is managed through regular analysis of credit counterparty ability to meet payment
ctiigations.

No collateral is held as security relating to the financial assets held by Mornington Shire Counci.
The carmying amount of financial assets at the end of the reporting penod represent the maximum exposure 1o
credit risk for the Counci.

Cash and cash equivalents
The Councd may be exposed to credit risk through its investments in the QTC Cash Fund and QTC Working

Capital Facility. The QTC Cash Fund is an asset management portfolio that invests with a wide range of high
credit rated counterparbes. Deposits with the QTC Cash Fund are capital guaranteed. Working Capital Facility
deposits have a duration of one day and all mvesiments are required to have a minimum credit rating of "A-",
therefore the lkelhood of the y having iy to meet its i i aments is strong.

JTrade and other recelvabies
The Council assesses the credit risk before providing goods o senices and applies normal business credi
d 10 mi the risk

By the nature of the Councils operations. here is 3 geographical concentration of risk in the Counci's area
This is due 1o economic issues e.g. low employment and various cultural ssues all of which have a general
economic impact

Lease receivables

Councd has elected to use the smpified app for lease bles. Whilst b data shows that
defaults have occurmed, even in the event of a default g, Council has d pecied credt
losses for this receivables grouping to be ial, ingly an d credit loss of lease recewables
is not calculated.
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20

Financial Instruments

At 30 June 2020, the exposure to credit risk for trade by type of y vaas as follows:
2020 2019
$ $
Property charges 397,831 38.004
Commun:ity organisations 200,044 1,150,750
Other 825,017 519,222
1,202,992 1.716.086

A summary of the Council's exposure to credit risk for trade receivables is as follows

2020 2020 2019 2018
Not credit- Credit- Not credit- Credit-

P P P P
$ $ $ $

Not past due 848,600 - 1.313044 11,025

Past due 31-80 days 20611 - 113588 9,738

Past due 81-00 days 13,082 - {4.602) 18,271

More than 20 days 453,323 157.008 77,554 170,470

Total gross camrying amount _ 1135805  157.000 1500484  216.502

Loss allowance

1,135,805 - 1,500.424

Accounting Policies

ap
Recevables are measured at amortsed cost which approximates fair value at reporting date. Trade

are o at the due at the tme of sale or senvice delivery, Le. the agreed
purchase/ contract price. Sett of these is required within 30 days from invoice date.
When Council has no bl of g 3an amount owed by a debtor, and has ceased

enforoament activity, the debt s written-off by directly reducing the receivable against the loss aliowance. If
the amount of debt written off exceeds the loss alowance, the excess is recognised as an impairment loss.

Accounting for impamment losses s cependent upon the mdwvidual group of receivables subject to
impairment. Where matenal. the loss allowance for grouped recevabies reflects lifetime expected credt
losses and mcorporates reasonable and supportable forward-looking in When ]

credit Josses, the ageing of ibles, historical rates and specific knowledge of the debtors
financial postion form part of the impairment assessment .

Liquidity Risk

Liquidity fisk is the risk that the Council will encounter difficulty in meeting the obligations associated with its
financial Eabilites that are settled by delivering cash or another financial asset.

Counci manages it exposure to liquidty nsk by mantaining sufficient cash deposits to cater for volatiity in
cash flows.

All of Council's payables wall mature within 12 months.

()

2019-2020
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20 Financial Instruments

Sensitvity
Sensitivity to interest rate movements is shown for variable financial assets and lab¥ities based on the
carmying amount at reporting date,

The Council does not account for any fixed-rate financial assets or financial Rabilites at Fair Value trough
Profit or Loss, therefore a change n interest rates at the reporting date would not affect profit or loss.

The foll g Interest rate ity anafysic depicts what effect 3 reasonably possible change in interest
rates {assumed to be 1% ) would have on the profit and equity, based on the carmying values at the end of the
reporting penod. The calculation assumes that the change in interest rates would be held constant over the

period
Net Effect on Net Result Effect on Equity
carrying 1% 1% d % 1% d
$ § $ $ $
2020
Other Depasits 2,880,376 23,604 (38,804) 22 804 (38,604)
Met total 3860376 38604 [38,604) 38.004 (38.604)
2019
Other Depasits 2181211 21,812 (21,812) 21812 (21,812)
Net total 2,161,211 21,812 21,512) 21812 21512)
21 Commitments for Expendi

Councd has rot entered into any contractual arrangements at year end which are not recognised in the
financial statemants.
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23

Contingent Liabilities
Local Government Mutual

The Councilis a of the local g mutual liability self-insurance pool, LGM Queensland. In the event of
the pool being wound up or it is unable to meet its debts as they fall due, the trust deed and rules provide that any
accumulated defict will be met by the individual pool members in the same proportion as their contribution is to the
total pool contributions in respect 1o any year that a deficit anses.

The latest audited financial for LGM G are as at 30 June 2010 and show accumulated member
funds (equity) of §76,002,054.

Local Government Workcare

The Council is @ member of the G local Worker's ¢ i3 scheme, Local
Govemnment Workcare. Under this scheme the Council has provided an indemnity towards a bank guarantes to cover
bad debts which may remain should the self insurance licence be cancelled and there was insufficient funds available
to cover outstanding kabilites. Only the Qi G nt's workers comp may cail on any
part of the guarantee should the above circumstances anse. The Council's maxmum exposure to the bank guarantes
is $180,275.4

The latest audited fi i for Local Work are as at 30 June 2012 and show accumulated
member funds of $49.217 850. it is not anticpated that any labiity will anse.

Superannuation

Councd contributes to the LGlAsuper Regional Defined Benefits Fund (the scheme), at the rate of 12% for each
permanent empioyee who is a defined benefit member. This rate is set in accordance with the LGlAsuper trust deed
and may be varied on the advice of an actuary. The Regional Defined Benefits Fund s a complying superannuation
scheme for the purpose of the C Industry { Sups ) leg and is also govemed
by the Local Government Act 2000,

The scheme is a defined benefit plan. however Council 5 not able to account for it as a defined benef plan in
accordance with AASE 110 because LGlAsuper is unable to account for its proportonate share of the defined benefit
obligation. plan assets and costs.

Any amount by which the scheme is over or under funded may affect future benefits and result in a change to the
contribution rate, but has not been recognised as an asset or kability of the Council

Technically Council can be lable to the scheme for a portion of another local governments’ cbiigations should that local
govemmaent be unable to meat them. However the risk of this occuming is extremely low and in accordance with the
LGlAsuper trust deed changes to councls obligations will only be made on the adwice of an actuary.

The last actuana i of the scheme was undertaken as at 1 July 2018, The actuary indicated that
"At the valuation date of 1 July 2018, the net assets of the scheme exceeded He vested benefits and the scheme was
in a satisfactory financial position as at the valuation date.” The Council is not aware of anything that has happened
since that time that indicates the assets of the scheme are not sufficient to meet the vested benefits, as at the reporting
date.

No changes have been made to prescribed employer confributions which remain at 12% of employee assets and there
are no known reguirements to change the rate of contributions.

The next triennial actuarial review is not due untl 1 July 2021.
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The most signficant risks that may result in LGlAsuper increasing the contribution rate. on the adwvice of the actuary.
are

Investment risk - The risk that the scheme’s investment retums will be lower than assumed and additonal contributions.
are needed to fund the shortfall.

Salary growth risk - The risk that wages or salaries wil rise more rapcly than assumed, increasing vested benefits o

be funded
2020 2019
Note $ $
Ri
m::);um mﬂnms made to the Regional 544 767 780,041
Other superannuation contributons for empioyees 62358 55,234
Total superannuation contributions paid by Counci for i
g [ 807,125 845,175
2021 2020
$ $
Confributions councd expects to make to the Regional 2y
Defined Benefits Fund for 2020-21 72000 i

24 Changes in Accounting Policy

During the year ended 30 June 2020, Councd has adopted AASS 15 Revenue from Contracts with Customers and
AASH 1058 income of NFP Entites using the catch-up) method and therefore the
comparative information for the year ended 30 June 2012 has not been restated and continues to comply with AASB
111 Construction Contracts. AASB 118 Revenue, AASE 1004 Contributions and A P

Al adjustments on adoption of AASE 15 and AASE 1058 have been taken to retained eamings at 1 July 2019

The impacts of adopting these standards and d transition d are below

Revenue Standards - AASB 15 and AASB 1058

The following options have been appled on transition to AASE 15 and AASE 1052:
- Councd has not adopied the completes contract expedient and therefore has not excluded revenue which was fully

np years m with the former accounting standards and pronouncements.
- Coum:l has not pectvely d for modifications that occumed before 1 July 2012

Changes in accounting policy on adoption of AASB 15 and AASE 1058

Opening contract balances on transdion at 1 July 2019
Balanve o 1 July

2010
H
Contract Assets
- Under AASB 1058 822.403
Total contract assets §22.403
—_—

Contract Liabilities
- Under AASB 1058 2.300.673
Total contract liabilities 2.380.673

on initial application of AASB 15/ AASB 1058 (1.777.270)
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24 Changesin A ing Policy (Conti d)
Comparison of affected f i ts ines AASB 15/ 1058 and previous revenue standards
The following table shows the amount by which the financial statement fine item is afected by the application of AASB
15 and AASS 1058 as P tothe p revenue i
Statement of financial position at 30 June 2020
Camying
amount per Camying amount if
Statement of Ady pr
Financial had been applied
Position
Orl (Cr) § Drl (Cr) S $
Conftract assets 303,551 {303.551)
Oter assets -
Confract kabilites - current (2.822.740) 2622740
Contract kabilities - non-current - -
Retained eamings (20.826.054) (2.318,189) (23,245,243)
(23.245.243) - (23,245.243)

Statement of comprehensive income for the year ended 30 June 2020

Camying
amount per § =
Statementof  AdustmentsD  Coring amount
Comprehensive s :::m standards
applied
income Dr/ (Cr)
$
Revenue - Operating -
Grants {5.033.643) (20.000) (5,053,843
Fees and charges -
Revenue - Captal (5.270.214) (2.209,100) (7.560,404)
(10.303.857) 12.318.190) (12,623.047)

The adjustments above relate to the recognition of contract assets and contract liabdities for revenue streams where
the revenue is recognised over time rather than on receipt of funding under AASS 1004

Statement of cash flows for the year ended 30 June 2020
The adoption of AASE 15 and AASS 1058 has not caused a matenal change to the Statement of Cash Flows for the
year ended 30 June 2020

25 Events after the reporting period

There were no matedal adjusting events after the balance date.
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26 Transactions With Related Parties

a) Key Manag: Personnel Compensation
Key management personnel (KMP) are those persons having auth and bility for pl 9. g and
controling the activities of the entity, directly or indirectly, including any drrector (whether Executive or othenwise) of that
entity
KMP include the Mayor, Counciliors, Counci's Chief Executve Officer and E Managers. The
paid to KMP for 2019/20 comprises:
2020 2018
$ $
Short-term employee benefts 1,320,163 1,023,460
Post-employment benefits 138,501 90,353
Termnation benefits - 30,000
Total 1455754 1143813

Detailed i are p = Council's Annual Report.
b) Transactions with other related parties

Other related parties inciude the close family members of KMP and any entities controlied or jointly controlied by KMP
or ther close family members. Close family members include a spouse. chid and dependent of 3 KMP or their spouse.

Details of ransactions between Council and other related partes are

Additional 2020 2019
information $ $
Employee expenses for close famiy members of key b)) 100,202 244870
management
Purchase of materials and sarvices from entities b)) 338,650 -

controfied by key management personnel

i} Al close family members of key management personnel were employed through an arm’s length process. They are
paid in accordance with the Award for the job they perform

The council employs 84 staff (2019: 109) of which 5 (2012; 8) are close famiy members of key management

it} During the year Council purchased the following materais and services from entities that are controlled by key
management personnel andlor close family members of key management personnel

2020 2019
$ $
Security sevvices 129,632 -
Electrical services 207.018 -
335,950 -

Included in the above are security services provided by Bilby Securty. a company controlled by former Mayor,
Councilor Bradley Wilson The sendices were rendered in accordance with the services contract awarded as part of a
commercial, arms-length tender process. At 30 June 2020 there were no amounts owed by Counci to the company.

Inciuded in the above are electncal services provided by Guif Lynx Dynamic (trading as Carpentaria Electrical), a
company controfled by close family of Executve Manager Tatana Ah Mat and former Councilior Maureen Ah Kit AX
services are provided at arms-length and are incurred according to the Councd endorsed service agreement. At 30
June 2020 there were no amounts owed by Council to the company.
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g

Other related entities

On the 15th of June 2010 a beneficial entity comprising three KMP was registered with ASIC. The entity, Mundalbe
Enterprises Limied is a public company limited by guarantee and was established as an entity to undertake a range of
services in and around the Momington Shire Council local govemment area. The first service that Mundalbe will be
involved with is a joint venture with Bynoe CACs Lid to undertake the Community Development Program {CDP) funded
by the Commonweaith. Mundaibe Enterprises Limited had not traded in the financial year ended 30 June 2020.

No transactions have Council and M be Enterpnses Limited for the year ended 30 June 2020,

Outstanding balances

The # g are fing at the end of the reporting period in refation to transactions with rejated partes.
2020 2018

Receivables $ $

Amounts owed by entites controlled by key
management personnel and close family members of
key management parsonnel

Current 30888 -
Past due 31 - 80 days 4.240 -
Total Owing 35,117 .

Guitf Lynx Dynamic (trading as Carpentana Electrical). a company controlled by a related party owed $35.117 in
property related charges. These transactons were conducted at arms-length and were levied n accordance with the
schedule of fees and charges and | lease ag All ding have now been receved.

Loans and guarantees toffrom related parties

Counci does not have any loans to/from related parties. No guarantees have been provided

Duwring the financial year t was identified that the d tion of C € eration had not been calculated n
d. with the R Tribunal Report 2019, resulting in the overpayment of the meeting fee to former
c dors. A for have been entered into with each of the indviduals affected

Commitments toffrom other related parties
Counci has no outstanding commitments to/from other related parties.
Transactions with related parties that have not been disclosed

Most of the entities and individeals that are related partes of council live and work within the Momington Shire Council
Therefore, on a regular basis ordinary ctizen transactions occur between Councd and its related parties. Some
examples include:

- Purchase of fuel and other workshop services

- Purchase of gas botfes and other general stores items

- Payment of barge handling and other fees

Counci has not included these types of transactions i its disclosure, where they are made on the same terms and
conditions available to the general public.

Due to the size and location of Momington Shire, Council s one of the pnmary employers. Therefore staff members
may be identified as close famiy members of key management personnel,
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27 Impacts of Novel C irus (COVID-19) Pand

Councl's response to the COVID-18 pandemic from March 2020 has been managed under the guidance, advice and
directives of the Local Disaster Management Gmup \LDMG] and the District Disaster Management Group (DDMG) n

conjuncton with the vnder State and C. pand plans and subsequent roadmaps to recovery.
As part of the initial resp to the 1 pand , additional travel and quarantine restrictions were put in place
for remote under the C ith B srity Act. From 3 July 2020 the Queensland Government, n

consultation with Aboriginal and Torres Strait Islander leadership in remote communities. has implemented a three-
stage pian to saely ease restrictions to remote communities

Revenue items which have, or likely to have dinect impact from the COVID-19 pandemic have been identified as
follows:

Accommodation Revenue

Accommodation revenue is larpely denved from visiting senvice prwm and oontlactors nvolved with consruction
within the community. Council own and operate the sole on N gton Island, therefore it
was directly impacted by travel restrictions.

For the period of March 1o 30 June 2020, Council forege accommodation revenue of 338,270 o assist saff and
members of the community to comply with the 14-day quarantine period under the prevaking COVID-10 response.

If restrictions were to transiton back to Stage 1 or Stage 2 of the roadmap, the foreg motel
revenue would total $3.640 per quarantned individual.

At the time of this report. hotelquara'nmeeosaarembﬂgerbe‘r\gmbymeQamMGwemmeﬂtmm

required to be paid to the C i it by the individuals at the end of their stay. The eligibility for recovery
of accommodation costs by Council applicable to the O land G d is not yet known.

Airpont Landing Fees

Airport landing fees are and per the g polcy n Note 3 (b) of this report.

Impact on gross landing fees for the period of March to June 2020 was a decrease in fees levied fo airines of between
7% and 57% (517,742 to $37.380) on the average of preceding 0 months from 1 July 2010 to 20 February 2020
(Average 540,143}

For the month of July 2020, gross landing fees levied increased by 16% on June 2020 fees and representing a
decrease of 14% on the average of 1 July 2010 10 20 Febrsary 2020
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27 Im of Novel C irus {COVID-19) Pandemic (Continued)
Airport landing fees are expected to normalise aong with eased . h . are likely to d if
restrictions are transitioned back to Stage 1 or Stage 2 on direction of the Chief Health Officer.
Capital Grants
Councd receved COVID-12 specific grant funding from DLGRMA under the COVID Works for Queensland Program
The objectve of the funding is to support economic recovery by p 9 and job through the

or uction of Council infra

The gudelines set out the definition of eligible costs, being those directly related to eligible projects and do not cover on-
going maintenance or recovery of COVID preparedness costs

The program will assist Council in funding backiog asset mantenance which is not ordinanly able to attract extemal
funding and will assist in sustaining and creating trade related jobs for Council and the communay.

Icentfiable expense items which have, or likely to have impact from the COVID-10 pandemic include:
Employee Benefits

Staff wages and salanes at 30 June 2020 nclude $33.506 in time and wages specific to the COVID-10 response
through the Local Disaster Management Group {(LDMG) and the implementation of the permit system which was

quired for the of the of the Biosecurity Determination 2020
Staff wages and salaries at 30 June 2020 also included $14.210 in special leave granted and paid to Council staff
which were required to seif-isolate andior g under pr of Counci’s Pand Plan in response 1o the

COVID-19 pandemic

Materais and services

Additional support services of $17.732 were required for specialised communications and media. including website
maintenance specific to assist with 0 of par p

Additional cleansing costs of $4,807 were incurred to 20 June 2020 which were specfically attributable to the response
under the Pandemic Plan.

Whilst the costs ncted above have di d or ceased sub to the end of the financial year, they are lkely to
increase f restrictions are required to transition back 1o Stage 1 or Stage 2 of the roadmap.

The expenses are drectly related 1o the active pandemic situation with the impact in the future not able to be readily
estmated. To date no dedicated financial assistance for recovery of direct costs relating to the pandemic have been
announced

In additon to the above, consideration has been gven to the measurement. presentation and disclosure of assets and
liabdbes at balance date. Specific consideration and impact at balance date hawe been disciosed wihin the related

notes, with no addtional requirement for adjustment or of bal. ified 10 the date of this repont.
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Management Certificate
For the year ended 30 June 2020

These general purpose financial statements have been prepared pursuant 1o sections 176 and 177 of the Local Government Regulation 2012
{the Reguiation) and other prescribed requirements.

In accordance with saction 212(5) of the Regulation we cadity that

i) the prescribed mquirements of the Local Govemment Act 2009 and Local Govermment Regutation 2012 for the establishment and keeping
of movounts heve Boen comglcd wilh in ull material respoots, G

i) the general purpose financial stalemants as sel cut on pages 1 to 28 presant a biue and falr view, In accordanca with Australian Accounting
Standards, of the Council's transactions for the financial year and financial position al the end of the year

B s / -’J_,{)f

MA&M/ Acting Chiof Executive Officer
Kybe Yanner Foler Sluwart
Date: ! ?_"' ID_',_E_,_ZL' Dale: __‘3 L 12 ’_'(‘ED
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INDEPENDENT AUDITOR'S REPORT
To the Councillors of Momington Shire Council

Report on the audit of the financial report

Opinion

| have audited the accompanying financial report of Momington Shire Council (the council).
In my opinion, the financial report:

a) gives a true and fair view of the council’s financial position as at 30 June 2020, and of
its financial performance and cash flows for the year then ended

b) complies with the Local Govemment Act 2009, the Local Government Regulation 2012
and Australian Accounting Standards.

The financial report comprises the statement of financial position as at 30 June 2020, the
statement of comprehensive income, statement of changes in equity and statement of cash
flows for the year then ended, notes to the financial statements including significant
accounting policies and other explanatory information, and the certificate given by the Mayor
and Acting Chief Executive Officer.

Basis for opinion

| conducted my audit in accordance with the Auditor-General Auditing Standards, which
incorporate the Australian Auditing Standards. My responsibilities under those standards are
further described in the Auditor’s responsibilities for the audtt of the financial report section of
my report.

| am independent of the council in accordance with the ethical requirements of the
Accounting Professional and Ethical Standards Board’s APES 110 Code of Ethics for
Professional Accountants (the Code) that are relevant to my audit of the financial report in
Australia. | have also fulfilled my other ethical responsibilities in accordance with the Code
and the Auditor-General Auditing Standards.

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

Other information comprises financial and non-financial information (other than the audited
financial report) in an entity's annual report.

At the date of this auditor’s report, the available other information in Momington Shire
Council’s annual report for the year ended 30 June 2020 was the current year financial
sustanability statement and long-term financial sustainability statement

The counciliors are responsible for the other information.
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My opinion on the financial report does not cover the other information and accordingly | do
not express any form of assurance conclusion thereon. However, as required by the Local
Government Regulation 2012, | have expressed a separate opinion on the current year
financial sustainability statement.

In connection with my audit of the financial report, my responsibility is to read the other
information and, in doing so, consider whether the other information is matenially inconsistent
with the financial report and my knowledge obtained in the audit or otherwise appears to be
materially misstated.

if, based on the work | have performed, | conclude that there is a material misstatement of
this information, | am required to report that fact. | have nothing to report in this regard.

Responsibilities of the councillors for the financial report

The councillors are responsible for the preparation of the financial report that gives a true
and fair view in accordance with the Local Government Act 2009, the Local Govemment
Regulation 2012 and Australian Accounting Standards, and for such internal control as the
councillors determine is necessary to enable the preparation of the financial report that is
free from material misstatement, whether due to fraud or error.

The councillors are also responsible for assessing the council’s ability to continue as a going
concemn, disclosing, as applicable, matters relating to going concem and using the going
concemn basis of accounting unless it is intended to abolish the council or to otherwise cease
operations.

Auditor’s responsibilities for the audit of the financial report

My objectives are to obtain reasonable assurance about whether the financial report as a
whole is free from matenal misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes my opinion. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with the Australian Auditing
Standards will always detect a material misstatement when it exists. Misstatements can anse
from fraud or emror and are considered material if, individually or in aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of
this financial report.

As part of an audit in accordance with the Australian Auditing Standards, | exercise

professional judgement and maintain professional scepticism throughout the audit. | also:

. Identify and assess the risks of matenal misstatement of the financial report, whether
due to fraud or error, design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropnate to provide a basis for my
opinion. The risk of not detecting a material misstatement resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the overmide of intemal control.

. Obtain an understanding of intemal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for expressing an opinion
on the effectiveness of the council's intemal control.

. Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the council.
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+  Conclude on the appropnateness of the council’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a matenial uncertainty
exists related to events or conditions that may cast significant doubt on the council's
ability to continue as a going concem. If | conclude that a matenial uncertainty exists, |
am required to draw attention in my auditor’s report to the related disclosures in the
financial report or, if such disclosures are inadequate, to modify my opinion. | base my
conclusions on the audit evidence obtained up to the date of my auditor's report.
However, future events or conditions may cause the council to cease to continue as a
going concem.

. Evaluate the overall presentation, structure and content of the financial report, including
the disclosures, and whether the financial report represents the underlying transactions
and events in a manner that achieves fair presentation.

| communicate with the council regarding, among other matters, the planned scope and

timing of the audit and significant audit findings, including any significant deficiencies in

intemnal control that | identify during my audit.

Report on other legal and regulatory requirements

In accordance with s.40 of the Auditor-General Act 2009, for the year ended 30 June 2020:

a) lreceived all the information and explanations | required.

b)  Inmy opinion, the prescnbed requirements in relation to the establishment and keeping
of accounts were complied with in all material respects.

\ iﬂ L)é_‘_" 13 October 2020

Sri Narasimhan Queensland Audit Office
as delegate of the Auditor-General Brisbane
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c t Fi ial §

v bility §
For the year ended 30 June 2020
M of Fi ial Sustainability

Council’s performance at 30 June 2020 agamst key financial ratos and targets

Ratio

1 Holr the measure is_c.a.lcula_'l_'qd 1 Actual _ fareei
Net result (excluding capital) dvided by total 3 I :
Operating Surplus Rato operating revenue (excliding capital) 0.1% . o% k108
< " Capaal expenditure on replacement of assets e -
|Asset Sustainabilty Rato (renewals) divided by depreciation expense. " | g
Total iabilities less current assets diviced by
Net Financial Liabilities Rato total operating revenue (excluding capital 32% <60%
items) |

Note 1 - Basis of Preparation

The curent year financial sustainability statement & a specal pumpose statement prepared in accordance with the
of the Local Ry fon 2012 and the Financial 2013. The

a'l;omu used to calculate the three reported measures are prepared on an accrual bas‘is and are dr’a'm from the Council’s
audited general purpose financial statements for the year ended 30 June 2020
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Mornington Shire Council
Certificate of Accuracy
For the yoar ended 30 June 2020

This current-year financial sustainabifity statement has been prepared pursuant to Section 178 of the Local Government
Regulation 2012 (the regulation)

In accordance with Section 212(5) of the Regulaton we centify that this current-year financal sustanability statement has been
acourately calculated

«

T STSTAI 2 O A EETIAR

" - Acting Chief Executive Officer
Kyle Yanner Peter Stowart
oste 13, 10, Xo2O . o 13, 1O,

A
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INDEPENDENT AUDITOR'S REPORT

To the Councillors of Momington Shire Council

Report on the current year financial sustainability statement

Opinion

| have audited the accompanying current year financial sustainability statement of
Momington Shire Council (the council) for the year ended 30 June 2020, compnising the

statement, explanatory notes, and the certificate of accuracy given by the Mayor and the
Acting Chief Executive Officer.

In accordance with section 212 of the Local Government Regulation 2012, in my opinion, in
all material respects, the cumrent year financial sustainability statement of Momington Shire
Council for the year ended 30 June 2020 has been accurately calculated.

Basis of opinion

| conducted my audit in accordance with the Auditor-General Auditing Standards, which
incorporate the Australian Auditing Standards. My responsibilities under those standards are
further descrbed in the Audifor's responsibilities for the audit of the current year financial
sustainability statement section of my report.

| am independent of the council in accordance with the ethical requirements of the
Accounting Professional and Ethical Standards Board APES 110 Code of Ethics for
Professional Accountants (the Code) that are relevant to my audit of the statement in
Australia. | have also fulfiled my other ethical responsibilibes in accordance with the Code
and the Auditor-General Auditing Standards.

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

Emphasis of matter — basis of accounting

| draw attention to Note 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 result, the statement
may not be suitable for another purpose. My opinion is not modified in respect of this matter.
Other Information

Cther information comprises financial and non-financial information (other than the audited
financial report) in an entity’s annual report.

At the date of this auditor's report, the available other information in Mornington Shire
Council's annual report for the year ended 30 June 2020 was the general purpose financial
statements and long-term financial sustainability statement.

The councillors are responsible for the other information.
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My opinion on the current year financial sustainability statement does not cover the other
information and accordingly | do not express any form of assurance conclusion thereon.
However, as required by the Local Government Regulation 2012, | have expressed a
separate opinion on the general purpose financial report.

In connection with my audit of the financial report, my responsibility is to read the other
information and, in doing so, consider whether the other information is matenially inconsistent
with the financial report and my knowledge obtained in the audit or otherwise appears to be
matenally misstated.

If, based on the work | have performed, | conclude that there is a matenal misstatement of
this information, | am required to report that fact. | have nothing to report in this regard.

Responsibilities of the councillors for the current year financial sustainability
statement

The councillors are responsible for the preparation and fair presentation of the current year
financial sustainability statement in accordance with the Local Government Regulation 2012
The councillors’ responsibility also includes such internal control as the councillors determine
is necessary to enable the preparation and fair presentation of the statement that is
accurately calculated and is free from matenial misstatement, whether due to fraud or error

Auditor’s responsibilities for the audit of the current year financial sustainability
statement

My objectives are to obtain reasonable assurance about whether the current year financial
sustainability statement as a whole is free from maternial misstatement, whether due to fraud
or emror, and to issue an auditor’s report that includes my opinion. Reasonable assurance is
a high level of assurance, but is not a guarantee that an audit conducted in accordance with
the Australian Auditing Standards will always detect a material misstatement when it exists.
Misstatements can anse from fraud or error and are considered matenal if, individually or in
the aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of this statement.

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.

As part of an audit in accordance with the Australian Auditing Standards, | exercise

professional judgement and maintain professional scepticism throughout the audit. | also:

. Identify and assess the risks of material misstatement of the statement, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for my
opinion. The risk of not detecting a material misstatement resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

¢  Obtain an understanding of internal control relevant to the audit in order to design audit

procedures that are appropnate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the council’s internal control.

B Evaluate the appropnateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the council.
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+  Evaluate the overall presentation, structure and content of the statement, including the
disclosures, and whether the statement represents the underlying transactions and
events in a manner that achieves fair presentation.

| communicate with the council regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in
intemal control that | identify during my audit.

\%Wlf) L— 13 October 2020

Sri Narasimhan Queensland Audit Office
as delegate of the Auditor-General Brisbane
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Mornington Shire Council
For the long-t financlal ility

MPreparcd oo ot 30 June 2020

This long-term financial sustainability stalement has been prepared pursuant to Section 178 of the Local
Government Regulation 2012 (the regulation)

In accordance with Section 212(5) of the Regulation we certify that this lona-term financial sustainability
statement has been accurately calculated

\
— D )
//é,xr--*-"*‘_"_"’”"' /T

Major’ Acting Chiof Executive Officer
Kybo Yanner Potor Stawart
owe 3,10 KOO cue 13 10, X0RO
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