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I
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://www.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
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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.
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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.
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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

Hpero———""

I

Mayor Cr Kyle Yanner

Mayor@Mornington.gld.gov.au
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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-19 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.
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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.

Peter Stewart
Acting Chief Executive Officer, Mornington Shire Council

.ﬂ - -
s ..
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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:

e  Our people are happy, healthy and safe

e Our natural environment is valued and well managed

e Our culture is retained

e We have quality infrastructure

e We have a sustainable local economy

e Governance and ownership of community direction is by Council

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

government.
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OUR COUNCILLORS

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

e Represent the current and future interests of 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

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

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

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

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.

| [

|

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.
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GOVERNANCE

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

e Ethical, accountable and transparent decision-making

e Effective business management

e Strong financial management

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

e 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.
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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 2%

The total remuneration for senior management was $1,034,392.
*Some positions in this band were filled by more than one officer during the reporting period.

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 185 Particular Resolutions

The Council has retained previous decisions made as it relates to Sections 206(2) and 250(1) of the
Local Government Regulation 201 2.
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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* 11,494 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
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c) 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
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Section 186 (I) 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 1501(2) of the Act -
(i) orders made under section I50AH(1) of the Act -
(iii) decisions, orders and recommendations made under section I50AR(I) 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 |150R(2) of the Act 7
(iv) notices given under section 1505(2)(a) of the Act -
(v) decisions made under section |50W(1)(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
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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
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Section 190 Other Matters

1(2)

I(b)

1(c)

I(d)

I(e)

1(f)

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.

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.

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.

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.

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.
List of Registers kept by the local government

Registers kept include:

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

Register of Interests — Councillors and Related Persons

Register of Interests - CEO, Snr Management Staff & Related Persons
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(g9 Summary of concessions for rates and charges granted by the local government.

Not applicable
[(h) 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
) Woaste 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.

[(i) Summary of investigation notices given under Section 49 for competitive neutrality
complaints.

No investigations notices were issued for competitive neutrality complaints.

1) 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.
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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

5FTE
!
Executive Manager- Executive | Executive Executive
Technical Services Manager-Infrastructure Manager-Finance and Manager-Governance
22 FTE Services Human Services and Communication
44 FTE 26 5FTE 85 FTE
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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, CounC|I installed new plplng and
valves to ensure correct operation and stopped
blockages previously experienced.

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.
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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;

c) 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:

e All sources of Council’s income (revenue)
e All 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.

Al ) T
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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:

e A surplus or deficit as recorded in the Statement of Comprehensive Income; and
e An increase 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 25.8
Total Expenses 24.1
Net Result 1.7
Operating surplus / (deficit) (3.6)
Total assets 125.8
Total liabilities 5.7

120.1

a @)
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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

M Fees and charges

W Sales revenue
Grants, subsidies and contributions
(operating)

M Grants, subsidies and contributions (capital)

M Rental income

M Interest revenue

B Other income

M Capital income

TOTAL INCOME 2018- 2019-

2019 2020

($m) ($m)
Levies and charges 1.877 2.052 2.821
Fees and charges 0.431 1.342 1.608
Sales revenue 4997 10.866 9.709
Grants, subsidies, and contributions — operating 5.361 5.128 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

‘. ‘k P o oo

2019-2020 Mornington Shire Council Annual Report

Page




MORNINGTON
SHIRE COUNCIL

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

H Employee benefits

M Materials and services

M Finance costs
Depreciation

M Capital expenses

TOTAL EXPENSES

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

A =
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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-

2018 2019

($m) ($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-
2018 2019
Cash and cash equivalents 7.403 2.18I 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
128.981 123.559 125.784
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Cash and cash equivalents have increased from the previous year by $1.679 million.

Trade and other receivables decreased by $0.26 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

M Buildings

® Plant and Equipment
Other Infrastructure Assets

Work in Progress

Al ==
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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 2018- 2019-

2019 2020

($m) ($m)
Trade and other payables 6.272 2.073 1.500
Contract liability - - 2.623
Provisions — Current 0.079 0.084 0.025
Provisions — Non-Current 0.053 1.216 1.550
6.404 3.373 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

Net assets 122.577 120.187 120.086

COMMUNITY EQUITY

Asset revaluation surplus 107.673 99.160 99.160

Retained surplus 14.904 21.027 20.926
122.577 120.187 120.086

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.

Al
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CASH FLOWS

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

CASH FLOWS

NET CASH INFLOW / (OUTFLOWS) FROM:

Operating activities (0.459) (1.937) 1.705
Investing activities (0.612) (3.285) (0.026)
Financing activities

(|.o7|; (5.222; 1,679

Net cash inflow from operating activities was $1.705 million for 2019-2020 as compared to a net
cash outflow from operating activities of ($1.937) million in the previous year.

Net cash used in investing activities was ($0.026) million in 2019-2020 in comparison to ($3.285)
million in 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

Bl $7.404m
7.000
6.000

5.000

$3.860 m

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
b) Net Financial Liabilities Ratio, and
c) Operating Surplus Ratio.

The measurement of the above ratios is in accordance with the
Financial Management (Sustainability) Guideline 201 3.

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
295.0 %
300.00
250.00 234.0%
200.00 Minimum Target = > 00%
150.00 S i
100.00 4 79.1%
2017-18 2018-19 2019-20

M 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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2019-2020 Mornington Shire Council Annual Report Page | 29 ‘




MORNINGTON
SHIRE COUNCIL

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

-
50.00 EEL

40.00 | Maximum Target = < 60%
30.00
20.00

10.00

-10.00 6.0% -3.2%

-20.00

-30.00 -26.0%

-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
/ Upper Limit - 10%
10.00
oA Lower Limit - 0%
. 1

-10.00
-20.00 R1%
-30.00
-40.00

422%
-50.00 -16.2 %

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.
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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 rfavenue (egxclLFl)ding); capital) ’ 0% to10% -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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Mornington Shire Council

Financial Statements
for the year ended 30 June 2020
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Mornington Shire Council

Financial Statements
For the year ended 30 June 2020
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Mornington Shire Council
Statement of Comprehensive Income
For the year ended 30 June 2020

Council
2020 2019
Note $ $
Income
Revenue
Recurrent revenue
Levies and charges 3a) 2821145 2051043
Fees and charges i) 1,007,583 134210
Sales revenue e) 0.700.204 10,808,027
Grants, subsidies and contributions 0] 5.033.643 5127052
19,171,005 19,387,753
Capital revenue
Grants, subsidies and contributions. 3dXn) 5.270.214 16,634,018
Total capital revenue 5210214 10,634,018
Rental income 13 517.719 443220
Interest revenue 4d) 48052 76,304
Other income 403) 2858973 L
Capital income L 504 024 375.82¢
Total income 25,770,087 36,978,838
Expenses
Recurrent expenses
Employee benefts ¢ 0.102.777) (8,875.708)
Materdls and services 7 (11,858.427) (14,141.003)
Fnance costs 8 (147 .224) (62.480)
Deprecaton 14 (5.702,727) 6.111.477)
(23.011,158) (20.191,029%)
Capital expenses ) 482.171) (1.884.717)
Total expenses (24,093,326) (30,856,342)
Net result 1,676,761 6.122.496
Other comprehensive income
Rems that will not be reclassified to net result
Movement n asset revaluaton surplus 18 . (8,512.003)
Total other comprehensive income for the year . (8.512,603)
Total comprehensive income for the year 1.676.761 (2.390.197)

The above statement should be read in conunction with the accompanying notes and Significant Accounting Policies.
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Mornington Shire Council
Statement of Financial Position
as at 30 June 2020

Council
2020 2018
Note $ §
Current assets
Cash and cash equivalents 10 3,880,378 2181213
Trade and ather receivables mn 1,303,881 1,570,168
fnventones 823,580 A73.238
Contract asset 12 303,551 -
Leases 13 208,002 208082
Total current asseis 6,310,540 4532733
Mon-current assets
Leases 13 5189473 5000712
Property, plant and equipmsnt 14 113,274,150 113,117,088
Total non-current assets 118,473,623 118.028.811
Total assets 125,784,183 123,559 544
Current liabilities
Trade and other payables 18 1.500.451 2.072.502
Contract Hability 12 2,822,740 -
Prowisions 17 24 802 B4.208
Total current abifities 4,143,093 2,156,500
Non-current liabilities
Provisions 17 1,540,818 1.215875
Total nen-current liabilities 1,540,318 1,215,875
Total liabilities 5,897,002 3372775
Met Community assets 120,086 259 1210, 186,763
Community Equity
Azzet revaluation surplus 18 98,180,205 29,160,205
Retamed surplus 20,928,054 21,024,564
Total Community equity 120,086,253 120,186,763

The above stafement shouwild be read in comjuncion with the sccompanying notes and Significant Accounting Policies.
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Council
Note 2020 2019
4 $

Cash flows from operating activities
Receipts from customers 14,323 873 14,865,332
Payments to suppfisrs and employses {18,222.034) (22,250,733)

{3.883.081) {7.584,458)
Rental Incame 517.718 443 225
Interest received 43 052 76,304
Operating grants and contributions 5.033.643 5,127,852
Met cash inflow [outflow) from operating activities 10 1,705,253 {1,837.274)
Cash flows from investing activities
Payments for proparty. piant and equipment {5,887.185) (20,248,028}
Procesds from sale of property plant and eguipment g 31.855 -
Lease receipts 13 214,857 38822
Grants. subsidies, contributions and donations 5,504,233 16,834,018
Net cash inflow {outflow) from investing activities (28.020) {3,285,386)
Met increase |decrease) in cash and cash equivalent held 1.879.183 {5,222.680)
Cash and equivalents at the beginning of the financial year 2181213 7403873
Cash and equivalents at end of the financial year 10 3,860,376 2181213

The above sfalement shouid be read in conjunciion with the accompamying notes and Significant Accounting
Fuaiicies.
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Mornington Shire Council
Statement of Changes in Equity
For the year ended 30 June 2020

Asset Retained Total
Revaluation Surplus
Surplus
HNote 18
§ $ $

Balance as at 1 July 2013 29,180,208 21,026,554 120,186,758
Adiustrment on initial application of AASE 15/ AASB 1058 {1,777.271) [1.777.271)
Restated balance at 1 July 2098 249,180,205 19,248,203 116,408,428
Met operating surplus - 1,878,781 1,876,761
Other comprehensive income for the year

Inerease | (decrease) in asset revaluation surplus 18 - - -
Balance as at 30 June 2020 93,160,205 20,926,054 120,086,259
Balance as at 1 July 2018 107.672.608 14,904,088 122 576,066
Met operating surplus - 8,122,408 8,122 488
Other comprehensive income for the year

Inerease / (decrease) in asset revaluation surplus {3.512.6083} - [8.512,883)
Balance as at 30 June 2045 93,160,205 21,026,554 120,186,763

The above statement showld be read in conjunction with the sccompanying motes and Significant Accounting Policies.
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Momington Shire Council
Hotes to the Financial Statements
For the year ended 30 June 2020

1 Significant Accounting Policies
1.A Basis of Preparation

Momington Shire Council = constituted under the Queensland Local Govemment Act 2009 and is domicled in
Bustralia.

These general purpose financial statements are for the penod 1 July 2019 to 30 June 2020 and have been prepared n
accordance with the Local Govemment Act 2009 and the Loca! Government Reguiation 2012 .

These financial statements comply with Australian Accounting Standards and Interpretations issued by the Austrafian
Accounting Standards Board (AASB). Council is @ not-for-profit entity for financial reporting purposes and complies
with Australian Accounting Standards as applicable to not-for-profit entities

These financial statements have been prepared under the histoncal cost comvention except for the revaluation of
certain classes of non-cument assets.

Current! Non-Current Classification

Aszsets and liabilities are presented as "current” or “non-cument” in the Statement of Financial Position on the following
basis:

Current assets and liabifties include financial and non-financial items which are either held primanly for the purpose of
trading or is expected to anse and be realised or settled in the noemal course of the operating cycle. or does not have
an unconditional right to defer settfement for at least 12 months after the reporiing penod.

Mon-current assets and liabilties inchede financial and non-financial items which are either not expecied to be realized
or settled in the normal course of the operating cycle, or contain an unconditional right to defer settlement for 3 period
greater than 12 months.

Recurrent/Capital Classification

Revenue and expenditure are presented as “recumrent” or “capital” in the Statement of Comprehensive income on the
follcwing basis:

Capital Revenue mcludes grants and subsidies recenved which are tied to specific projects for the replacement or
upgrade of existing non-cument assets andlor mvestment in new assets. It also includes non-cash contributions which
are usually infrastructure assets recenved from dewelopers and fair value gains on infrastucture assets or housing
leases.

The following transactions are dassified as either "Capital Income” or “Capital Expenses” depending on whether they
result in accounting gams or losses:

- disposal of non-current assets

- revaluations of nfastruciure assets

- revaluation of housing leases
All other revenue and expenses have been classfied as “recument”,

1B Adoption of Mew and Revised Accounting Standards
Council has adopted a3ll standards which became mandatorly efective for annual reporting periods beginning on 1

July 2018, the standards which had an impact on reported position, performance and cash fiows weres those relating to
reyvenue.

Refer to the change in accounting policy Mate 24 for fransition disclosures for AASE 15 Revenue from Coniracts with
Cusfomers and AASE 1058 Income of Not for Profit Entifies.
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2019-2020 Mornington Shire Council Annual Report Page | 39 ‘




MORNINGTON
SHIRE COUNCIL

Mormington Shire Council
Motes to the Financial Statements
For the year ended 30 June 2020

1.C. Standards Issued Not Yet Effective

The AASE has issusd Australian Accounting Standards and Inferpretations which are not effective at 30 June 2020,
these standards have not been adopted by Councd and will be included i the financial staternents on their efective
date. The standards are not expected to have a matenal mpact vpon Council's future financial statements.

1.0 Critical Accounting Judgements and Key Sources of Estimation Uncertainty

Councils make 3 number of judgements, estmates and assumptions in preparing these financial statements. Thess
are based on the best information awvailable to Council at the time, howsver due to the passage of time, thess
assumptions may change and therefore the recorded bafances may not reflect the final outcomes. These significant
judgements, estimates and assumpbions reiste to the following items and specific nformation is prowvided in the

relevant note:

Judgements, Estimates and Assumptions Note
‘faluation and depreciation of propery, plant and equipment 14,15
Impaiment of property, plant and equipment T4
Provisions 17
Vahuation of finance leases 13
Contingent liabdiies 22
Financial instruments and fnancial Eabilibes 20

1.E Inventories

Stores and raw matenals held for resale are vakued at the lower of cost and net realisable value. Costs are assigned
on the basis of weighted average cost.

1.F Hational Competition Policy

The Cowncil has reviewsd its activibes and has identfied that there are no business activities o which the code of
competitive conduct applies.

1.6 Rounding and Comparatives

The financial statements hawve been rounded to the nearest §1. Comparative information is restated where necessary
to b= consistent with disclosures in the current reporting penod.

1.H Taxation

Income of local authorities and public authorties is exempt from Commonwealth taxation except for Frnge Benefits
Tax and Goods and Services Tax (GST). The net amount of GST recoverable from the ATO or payable to the ATO
is shown a5 an asset or liabifity respectively.
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Mornington Shire Council
Motes to the Financial Statements
For the year ended 30 June 2020

2. Analysis of Results by Function

2{a) Components of Council Functions
The activities relating to the Council's components reported on i Mote 2(b) are as follows :
Council and Executive Leadership Team

Coumci's canment structure consists of three deparments each headed by an Executive Manager. The Executive Managers,
along with the Chief Executve Officer form the Executive Leadership Team

Financial Services

Thes compnses the support functions for the manapement of Council's finances, information technolegy and financal
reporting obfgatons.

Governance

The Govemance department adwises on legal, human resources and govemance ssues and is responsible for managing
the service defvery reform program and ensunng the good govemnance of Councll. Activities performed by Govemance
were previously the responsability of the Councd and Executive Leadership Team Function.

Infrastructure! Technical Services

To prowede and mantain infrastructure such as roads. drainage, footpaths, aemdromes, marine facifties. water supply and
sanvices, sewerage, plant and machinery, and the construction and maintenance of commaunity buildings and faciliies.

Humian Services

The Human Sensces function incudes:

+ Administragion

+ Bakery

« Council Warehouse

« Grants

+ Payroll

= Property Management (Residential and Commersial)
= Sports and Recreation

« Workplace Health and Safety

AC)S
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SHIRE COUNCIL

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

3  Revenue

AASH 15 AASH 1058

5 $
Revenue recognised at a point in time
Lewies and changes - 2,821,145
Fees and charges B1.530 400444
Grants, subsidies, donations and contributicns 5,383,109
Sale of goods and senvices 1,826,618 -

2 008,148 B804 G2E
Rewenue recognised over time
Fees and charpes 1.0BT.427 33.152
Rewenue relating fo grants for assets controlled by Counci 201,934 4.718.814
Sale of goods and senvices 7.712,9483 89,678

2,002,328 4,816 644
Total Revenue 11,010,477 13,431,342

{3} Levies and Charges

2020 accounting poficy: Levies and annual charges are recognised as revenue when the councl cbtains control over the
assets comprising these receipts which is e beginning of the rating penod to which they relate

Service charges are lewvied annually based on the quantity of the specfied unit of measure associsted with each property.
The charge and comesponding wnit of measure are set out i Counc®s Fees & Charges.

2012 accounting poficy. Where monies are recewved prior to the commencement of the lewying peniod, the amount is
recognised as revenue in the pencd in which they are recaived.

2020 2049
L §
Water 1,081,165 208,652
Sewerage 558,070 553,603
Garbage charges 523,810 530,788
Zeneral service charges B54E 000 -
2 821,145 2,051 843

b

Fees and Charges

2020 accounting policy: Revenue amsing from fees and charges & recognesed when or as the performance obligation is.
compleied and the cusiomer recewes the benefit of the goods! services being provided.

The performance obfgation relates to the specific sennces which are provided to the cusiomers and generally the
payments are within 30 days of the provision of services or in some cases pad upfront There is no material ocbligation fior
‘Counci in relation to refunds or retums.

Bimpaort landing fees are measured based on the number of passengers and recognised net of amounts not expected to be
recoverabie.

Accommodation fees consists of revenue from bookings at Council run Motel and Visdor Accommodation Centre and
other accommaedation which is not subject to 3 commercial leasing amangement. Revenue s recognised at the time of
occupancy of the premises {subject to conditions of cancellation policies) and measured at the prices Fsted in the Fees
and Charges.

2018 accounting poficy: Fees and charges relate to local government levy, fevy on staff houses and airport landing fees.
Levels of fees and charges are determined by Councd at the commencement of each year and recognised as revenue

upeDn receipt.
2020 2013
L]
FAurport landing fees. 400,443 423,828
Accommodation fees 1.125,580 B43.B5T
Ciher fees and changes 81,530 29,448
1,607,553 1,342 134
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Mornington Shire Council
Motes to the Financial Statements
For the year ended 30 June 2020

(g} Sales Revenue

Sale of goods revenue is recognised when the customer has taken defwery of the goods. Revenue from senices is
recognised when the senice is rendered.

Contract and recoverable works generally comprses a recoupment of matena costs together with am hourly charge for
use of equipment and employess. The revenue and the assocated costs are recognised by reference o the stage of
completion of e contract actwity based on costs incumed at the reporting date. Where consideration = received for the
senvice i advance it is induded in ofher liabiites and is recognised as revenue in the pericd when the senvice is
performed. Council has 3 number of contracts in progress at year end (2018: nil). The contract work camied out is not

subject to retentions.
2020 2019
§ §
Sale of Services
Contract works 8.106.187 B.O72.578
Oher recoverable works. 2546011 1,748 025
£742 188 8,813,603
Sale of goods
Salie of goods BAT 084 1,047 424
B6T 086 1,047 424
2708 T4 10,868.027

{d} Grants, Subsidies and Contributions

] accounting policy:

Geant moome under AASE 1058

Asssts ansing fom grants in the scope of AASE 1058 is recognised at the assets fair value when the asset s received.
Councils considers whether there are any related Eability or equity items associated with the asset which are recognised
accondance with the relevant accounting standard.

Omee the assets and liabilites have been recopnised then income is recognised for any remaining assset value at the fime
that the asset is received.

Capital grants

Capital grants received to enable Counci to acguirs or construct an item of property, plant and equipment fo identified
specications which will be under Council's control and which is enforceable are recognised as revenue as and when the
obfgation to constrect or purchase is completed.

For constrection projects. this is generally as the construction progresses in accordance with costs incurmed since this is

desmed to be the most appropriate measure of the completensess of the construction project as there s no profit margn.
Where assets are donated or purchased for significantly below fair value, the revenue is recognised when e asset is
acquired and controfied by the Council.

2018 accounting policy:
Grants, subsidies, donations and contributions that are non-reciprocal in naturs are recognsed as revenus when Councd
olbtains conirod over them, which is usually upon receipt of funds.

Where grants are received that are reciprocal nonature. revenue s recognesed as the vanous performance obligstions
under the funding agreement are fulfiled. Council does not currently have any reciprocal grants.

2020 2013
{ij Recument £ L4
Commonwealth govemment subsidies and grants - 3.080
General purpose grants 4,663,278 4777713
State povemment subsidies and grants 305,575 325,062
Other 84,702 21,787
5,033,843 5,127 852

Grants and confributions are io be classified as recurment or capial depending on the purpose for which they were
received and not on the purpose for which they were spent. General purpose grants and contributions are all classified as
operating regardiess of how they are spent.
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Mornington Shire Council
HNotes to the Financial Statements
For the year ended 30 June 2020

(i} Capital

Capital Revenue inciudes grants and subsidies received which are tied to specific projects for the replacement or upgrads
of existing non-cument assets and/or mvestment in new assets.

Non-cash contributions with a value in excess of the recogniion threshodds, are recognised as revenus and as non-
current assets. Non-cash confrbutions befow the thresholds are recorded as revenus and expenses.

Commuonwealth govemment subsidies and grants - 200,000
NORRA! DRFA funding 2.051,246 12,580,151
State govemnmment subsides and grants 2687 588 3,143,887
Other confributions - Mon cash 551,400 -
5270214 18,634,018

{iii} Conditions ower Grants
‘Contrbutions recognised as income during the reporting penod and which were obtained on the conditon that they be
expended in 3@ manner specified by the contributor but had not been expended a3t the reportng date:

Gramts for expenditure on senices 114,840
Grants for expenditure on infrastucture - 2,678,245
114,840 2,878.245
4  Interest and Cther Income 2020 2013
Mote : ]
(a} Other Income
Other Income 258,973 61.711
268,973 81,711

{b} Interest Revenue

Interest received from term deposits is accrued over the term of the investment.

Interest received on deposits 45,952 78,304
46,952 78,304
3  Capital Income 2020 2019
L] 5
Gain/ (loss) on revalustion of finance leases 13 504,624 75,826
Fair value of newly recognised controlled assets - -
Total Capital Income 504,824 75028

AC)S
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Mormington Shire Council
Hotes to the Financial Statements
For the year ended 30 June 2020

& Employee Benefits 2020 2019
§ §
Total staff wages and salanes 4 167,030 5,825,158
Councllers’ remuneration 204,040 321,512
Annual, sick and long service leave entifements 4B2 558 1,283,540
Supperannuabion 23 &07, 125 B4A51TE
5.550,782 B.285.384
Other employes related expenses 5gE,050 1,011,432
£8.136,812 8,200,826
Less: Capitalised employes expenses {34,025 (421,121)
8102777 B.875,705

Counclior remuneration represents salary, other allowances, costs and traning paid in respect of camying out their duties.

Totaf Councd employees at the reporting date 2020 29
Efected members 5 5
Administration staff 17 2
Depot and outdoors staff g2 B4
Total full ime equivalent employess as 111
7 Materials and Services 2020 2019
§ 5
Administration expenses 1.513,243 1,502 261
Audit of annual financial statements * 76,891 2075
Community and civic expenses 153,288 194 055
Contract works 2.251,521 5,315,024
Contractors and consuftants 4,131,185 2,519.818
Cost of goods sold 1,572,706 440,782
Management fees and subscriptons 360,705 40275
Mator vehicle expenses 388,725 BMANT
Other materals and senvices 882,155 1,030,382
Other recoverable works 200,588 625, 760
Repairs and maintenance 201,09« 1,210.445
11,658,427 14,141,883
* Total estimated audit fees by the QAD relatng fo e 2020 anmua! financial statements are 378 750 (2019 Actual
£77.000).
8 Finance Costs 2020 2019
§ $
Bank charges 13,988 21,742
Impaimment of receivables 124,083 40.731
Unwinding of discount on provisions 2,188 -
147224 82,480
9  Capital Expenses 2020 219
$ §
Gain [ {loss) on disposal of non-current assets
Proceeds from the sale of property, plant and equipment 81,055 -
Less: Book value of property, plant and equipment disposed {273.938) (560,800}
Total Gain/ (loss) on disposal of non-cument assets {194 BE4) {568,800}
Provision for restoration of landfill
Initial recognition of Bandfill restoration provision 2 (1,084,817}
Discount rate adjuestment to landfill restoration prowision {285, 187) -
{285.187) 11,084,817}
Total Capital Expenses {482.171) (1,664,717)

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

10 Cash and Cash Equivalents

Cash and cash equivalents includes cash on hand, all cash and chegues receipted but not banked at the year end,
deposits held at call with financial nstitutions, other shori-term, highfy liquid imvestments with original maturities of thres
months or kess that are readily coneertible to known amounts of cash and which are subgect to an insignificant risk of
changes in walue, and bank overdrafts.

2020 2019
] 5
Cash at bank and on hand 3,660,378 2181213
Balance per Statement of Cash Flows 3,860,376 2181.213

Councis cash and cash equivalents are subject to 3 number of intemal and external restrictions that limit amounts
available for discretionary or future use. These ncluds:

Extemnally imposed expendifure resfrictions at the reporting

date relate to the followng cash assats

Unspent govermment grants and subsidies 114,840 2878245
Total unspent resiricted cash 114,820 2670 245
2020 2019
$ %

Trust funds held for outside parties

The Council performs only a3 custodial role in respect of these meonies. As these funds cannot b= used by the Council,
they are not brought to accownt in these fnancial statements.

Monies collected or held on behalf of other entities yet to be
it out to or on behalf of those entities

11 Trade and Other Receivables

Trade receivables are recognised at the amounts due at the tme of sale or service delivery (8. the agreed purchase price
! contract price. Settiement of these amounts is required within 30 days from inwoece date.

Diebts are regularly assessad for cofiectability and allowancs is made, where appropriate. for impairment. AN known bad
debis were written-off at 30 June. i an amount is recoversd in a subsequent period it is recognised as revenus.

Subseguent recovenss of amounts previously written off in the same penod are recognsed as finance costs in the
Staternent of Comprehensive Income.

2020 2013

$ $
Current
Trade debiors 1,210,548 1,703,261
Other debtors B2,444 13,7256
Less: Impairment {157 05 (216,502}
GET recoverable 173.085 83,705

1,308,861 1,570,182
Mo interest is charged on debtors. There is o concentration of credit risk for service charges, fees and cther debiors
receivabie
Movement m accumadated impamment losses is as follows: 2020 sk

s $
Opening balance 3t 1 July 218,502 17E ke
Imparment debis wnitten off during the year {88.213) -
Additiona! impaimments recognised 124,087 40,108
Impaments reversed {127 _280) -
Closing balance at 30 June 157,096 215.502
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Mornington Shire Council
Motes to the Financial Statements
For the year ended 30 June 2020

12 Confract Balances

Where the amounts billed to crstomers are based on the achievernent of vanous milestones estabished in the confract,
the amounts recognised as revenue in a given period do not necessanly coincide with the amounts billed to or certified by
the customer.

When a performance oblgaton is satisfied by transfermng 2 promised good or service fo the customer before the
customer pays consideration or before payment is due. Council presents the work in progress as a contract asset, unless
the rghts to that amount of consideration are unconditional, m which case Councl recognises a recevable.

When an amount of consideration is received from a customer’ fund provider prior to Councd transferring a good or
serwice o the customer, Cowncil presents the fimds which exceed revenue recognised as a contract ability.

a Contract assets 303,551

b Contract iabilities
Funds received upfront to construct Council controlled assets 20602740

Deposts received n advance of senvices provded (e.g. 20,000
accommaodation fees_ hire fees)
2,822.740

Revenue recognised that was ncluded in the contract liabdity balance at the beginning of the year
Funds receved upfront to construct Council controlled assets 2,309,673

2,300,873

¢ Significant changes in contract balances

The contract assets and liabilties have arisen on adoption of AASE 15 and AASE 1058 Previously the revenue was
recognised on receipt and therefore there was no effect on the statement of financial position. Refer to the change in
accounting policy Note 24 for ransition disclosures for AA5E 15 Revenue from Confracts with Gustomers and AASB
1058 bncome of Not for Profit Entifies .

13 Leases

Council as a Lessor

When Council is a lessor. the lease 5 classfied as ether an operating or finance lease at mcepton date, based on
whether substantialy all of the risks and rewards ncidental to ownership of the asset have been transferred to the lesses.
If the msks and rewards hawve been fransfermed then the lease & classified a5 a finance lease, otherwise it is an operaing
lease.

If the lease contains lease and non-lease components then the non-lease components are accountad for in accordance
with AA5E 15 Revenue from Contracts with Customers.

The lease income is recognised on 3 straight-line basis over the lease tenm.

Finance leases:

Councd has leased 230 dwelings as kessor to the Queensland Government for 40 years. The iotal lease payment per
dwrelling in the cument year is between 3200 - 3807 80, These lease payments are required to be adjusted each year by
the change in the Consumer Price Index (Al Groups) for Brisbane. As the gross kase payments are insuficient to cover
the farr walue {current replacement cost) of the leased properties, there s no interest rate mplicit in the leases and
therefore no finance income wil anse fom the leases. Conseguently, the leases are recognised at the present value of
the expecied future lease payments recenvable [fair valug). Gans on revaluabion of finance lease assefs are recognised as
other income.

There are no unearned finance income, unguaranieed residual values accruing to the benefit of Councl, accumulated
Slowance for uncollectible mnimum lease payments receivable or contingent rents recognised as income applicable to
the keases.

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

2020 2019
Current 5 5
Finance leases 208,082 203,082
208,092 203,082
Non-Curmrent
Finance leases 5.180.473 5,200,712
5182 478 5209712
A reconciliabion betwesn the gross investment in the lease and
thie fair value of lease payments is as follows:
Gross minimum lease payments recaivabls:
Mot fater than one year 208,092 203,082
Later than one year but not later than five years B32.384 532,388
Later than fve years 5376221 5,537 002
54174 6,627 482
Add: Estimated contingent rent 2632138 3,327,843
Less: Present value adjustmant (2,841 852) (3,837,501}
Fair value of leass payments G407 570 6 117 604

—r e —————

The fair value of lease payments are recenable as follows:

Mot {ater than one year 208,002 204082
Between one and two years 207,747 213284
Between two and three years 207 432 218,626
Between three and four years 207,178 224 2
Between four and five years 206,875 220 g4
Later than fve years 5,370,156 5,024,005

5407 570 6,117,604

2020 201%

$ 5
Movermnents in finance leases were as follows:
Opening balance 8,117,804 6,071,600
Less: Lease recaipts {214.857) (320,822}
Add Gaind (loss) on revahation 504,824 375,826
Closing balance 5407 570 6,117,604

Key estimates and assumpbions
[Consumer Price index {CPI) 2.7% 2010020 2 5% - 201&818

|Any moreass in the consumer price index would result in an increase in actual lease receipts due not later than one year,

|an increase in estmated confingent rent and 3 comesponding mcrease n the revaluatbion gam (et of discounting)).
A decrease in CPI would result in a reduction in the estimated contingent rent

Discount Rate 2.4% 1 2010020 3.5% 201419
|An mcrease in the discount rate would result in 3 reduction i the fair valee of lease payments and a comesponding]
jdecrease or loss on revaluation. A decrease in the discount rate would result in an increase in fair value of lease
joayments and a comesponding gam on revaheation.

A =

2019-2020 Mornington Shire Council Annual Report Page | 49 ‘




MORNINGTON
SHIRE COUNCIL

Mormington Shire Council
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Crperating leases:

VWhere Councd retains the risks and rewards relsting to a lease, they are classified as operating leases and related fo
seyeral buildings held as propery, plant and equipment i the statement of financial posdion for sirategic purpose and to
provide 3 social senvice.

Rent from inwestment and other propery is recognised a5 nooms on @ penodc straight line basis over the kease term

2024 2019

3
Investment propesty  income  (excluding  variable lease 517,718 423208
payments not dependent on an index or rate}

There is nil uneamed finance income, wnguarantesd residual valees accreng io e benefit of Council. accumulated
afiowance for uncollectible minimum lease payments receivable or contingent rents recognised as income applicable to
the leases.

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

The minimum leases receipts are as follows: 2020 iy b ]
$ $
Mot later than one year 274 BRG 350242
Ome to five years 94, 558 873030
Later than fve years 3,034,188 3,134 454
4,203,703 4457 785

Key estimates and assumplions
‘Consurmer Price Index (CPI) 1.B% - 2010220 2.5% - 201818

|4ny increase in the consumer price index would result n an increase in lease revenue due. with any decreass in CPI

jreducing the lease revenue expected over the temm of the lease, Bmited by the confractual minimum kease paysble
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MORNINGTON
SHIRE COUNCIL

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

14  Property, Plant and Equipment {Continued)
a) Recognition

Each class of property, plant and equipment is stated at cost or fair value less, where applicabde, any accumulated
depreciation and accumulated impaiment boss. ltems of plant and equipment with a total value of less than
55,000, and infrastructure assets and buddings with a total value of less than $10,000 are treated as an expense in
the year of acguistion. AN other tems of property, plant and equipment are capitalised

Capital and Cperati endiure

Wage and matenals expendiure incurred for the acguistion or constrection of asseis are Feated as capital
expendiure. Routine operating maintenance, repair costs and minor renewals to maintain the operational capacity
of the non-cument asset is expensed as incumed, whis expenditure that refstes to replacement of 3 major
component of an asset to maintain its service potential is capitalised.

Deed of Grant in Trust Land
Coamneil is located on kand assigned to it under a Deed of Grant in Trust (OGIT) under Section 341 of the Land Act
1084

The land is administered by the Department of Natural Resources 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 Councils assets as i
cannot be reliably measured.

b) Measurement

Acguisition of assets

Acquisitions of assets are initially recorded at cost. Cost is determined as the far value of the assets given as
consideration plus costs incidentaf to the acquisition, including freight in, architect's fees and enpgineering design
fees and all other establishment costs.

Property, plant and equipment received in the form of contributions, are recognised as assets and rewenues at fair
valus by Councd valuation where that value exceeds the recognition threshodds for the respective asset class. Fair
value is the price that would be recewed to sell the asset in an ordery transaction between market participants at
the measurament date

Lapital Work in Progress
The cost of property, plant and equipment being constructed by the Council includes the cost of punchased
=anvices, matenals, direct labour and an appropriake proporion of labour overheads.

¢) Depreciation

Depreciation on property, plant and squipment assets is calculated on a straight-line basis so as to write-off the net
cost or revalued amount of each depreciable asset, progressely over its estimated useful life to the Council.
Management befieve that the straightfine basis appropnately refects the pattem of consumption of all Council
assels.

Where assets have separately identifiable components that are subject 1o reguiar replacement, these components
are assigned useful fves distinct from the asset to which they relate. Any expenditure that increases the originalfy
assessed capacity or service potential of an asset is capialised and the new depreciable amount is depreciated
ower the remaining useful fife of the asset to the Council.

The depreciable amount of mprovements to or on leasehold land is allocated progressively over the estmated
us=ful lives of the improvements to the Councd or the unexpired period of the lease, whichever is the shorfer
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14  Property. Plant and Equipment {Continued)

Depreciation methods and estimated useful fves of property, plant and equipment assets are reviewed at the end
of each reporting period and adjusted where necessary to reflect any changes in the pattern of conswmption,
physical wear and tear, technical or commercial obsclescence, of managsment intentions. The condition
assessments performed as part of the annual valuation process for assefs measured at written down curment
replacement cost are used to estimate the ussful lives of these assets at each reporting date.

Key judgements and estimates:

Straight fne depreciation is used as that s consistent with the even consumption of service potential of these]
assets over their useful life to the Council

Management reviews its estimate of the useful lives of depreciable assefs at each reporting date, based on the
expected wlility of the assets. Uncertanties in these estimates relate to technical obsolescence that may change
the utility of certam software and IT equipment

d) Impairment

The recoverable amount of specialised non-cumrent assets held for continuing use of their senvice capacity is
considered to be materially equivalent to its fair value.

Otiver non-specialised non-cument physical asset and group of assets are assessed for ndicators of impaimrment
annually. If an indicator of possible impaiment exists, the Council determines the asset's recoverable amount.
Any amount by which the asset’s camying amount exceeds the recoverable amount & recorded as an impaimment
loss

Hey judgements and estimates:

In assessing impairment, management estimates the recoverable amount of each asset, based on expected future
cash fiows and uses an interest rate o discount them. Estimation wncenainty relates to assumptions about future
operabing resulfis and the determination of a suitable discount rate

e} Valuation

Hey judgements and estimates:
Some of the Council's assets and liabilities are measured at fair value for financial reporting purposes.

In estimating the fair value of an asset or a liablity, the Councd uses market-observable data to the extent it is
avaiable. Where Level 1 inputs are not available. the Council engages thind party qualfied valuers to perform the
valuation. The Council works dlosely with the guaffied extemal valuers o establish the appropriate valuation
techniguees and inputs to the model. Infermation about the valuation technigues and inputs used in determining the
fair value of vanous assets and kabilites are disclosed within this nofe.

fi  Valuation Processes

Mon-current physical assets measured at far value are revalued, where required, so that the camying amount of
each class of asset dees not matenafy differ from its fair value at the reporting date. This = achieved by engapging
independent, professionally gualified waluers to determine the fair value for =ach dass of property, plant and
equipment assets at least once every 3 years. This process mvolves the valuer physically sighting a representative
sample of Council assets across all asset classes and makng their own assessments of the condition of the assets
at the date of mspecton. Desktop valuations are conducted in mtervening years and, where material. are applied
b the asset values.

a0
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14 Property, Plant and Equipment {Continued)

On revaluation, accumulated depreciation is restated proportionately with the change i the camying amount of the
asset and any changs in the estimate of remaining useful life.

Separately identfied components of assets are measured on the same basis as the asssts 1o which they relate.

Key judgements and estimates:
|At 30 June 2020, alemative procedures were performed to consider and assess indicators or factors which may

materiafy mmpact the measurement of far value. These procedures included the consideration of recent projects,)
|movernent in cument indices and recent events. Altemative procedwres oid not identify any indicators or factors

which would significantly impact the fair value, therefore mdexation was not required to be applied at balance date.

153 Fair Value Measurements

{i) Recognised Fair Value Measurements

Coumcil measures and recognises the following assets at fair value on a recurring basis
Property, plant and equipment
- Buildings
- Road and Drainage
- Water
- Sewsrage
- Other Infrastructure Assets

In accordance with AASE 13 fair value measurements are categorised on the following basis:
- Far value based en quoted prices (unadjusted) n active markets for identical assets or Eabilibes (Lewvel 1)
- Far value based on inputs that are directly or indirectly observable for the asset or liabikty (Level 2)
- Far value based on unobsenvable inputs for the asset and liab#ty (Level 3)

Council does not have any assets measwred at far value which meet the criteria for categorisation a5 level 1 or
level 2.

The fair values of the assets are determined using waluation techniques which maxmise the use of chservable
data, where it is available, and minimise the use of entity specfic estimates. if all significant inputs required to fair
value an asset are observable, the asset is included in level 2. There are no leve! 2 tems recognised by Councd. [
one or more of the significant imputs is not based on obsenable market data. the asset is inciuded in fevel 3. This s
the case for Councd infrastructure assets, which are of a specialist nature for which there is no active market for
samilar or identical assets. These assefs are valued using a combination of obsenvable and uncbsenable inputs.

(i1} Valuation techniques used to derive fair values for level 3 valuations

Buildings {Level 3}

The last full valuation of Councd's bulding assets was performed effective 30 June 2018 by AssetVal Pty Lid with
reference to detailed condition assessments performed by CT Management The desktop indexation assessments
are based on mputs from producer price data, constnuction indices and recent cost guides (2018 #2.3% ). Due to
the nature of Momington Island, there is neither an active market for the assets or the Council buildings are of a
specialist nature. Therefore the determination of fair value has been performed using the Cost approach valuation
technigue.

The waluer has determined the fair value of bulding nfrastructure through the following process:

* Where there is no market for an asset (consideration of either a principal market or most sdvantagecus), the net
cument value of the asset is the gross cument value less accumulated deprecistion to reflect the consumed or
expired senice potenti of the assst

21
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13 Fair Value Measurements (Continued)

* Published' awvalatle market data for recent projects, and/or published cost guides were utilised to determine the
estimated replacement cost (gross value) of the asset, including allowances for preliminaries and professional fees.
The replacement cost of the assets was determined by applying unit rates to each component of the assat

The unit rates appied include all materials, labour and overheads. These unit rates are estimated using nformation
coliated from similar recent profect costs, direct guotations from suppliers, unit rate databases, indices and
Fawlinson's” Construction Handbook.

* A condition assessment was applied, based on factors such as the age of the asset, overall condition as noted
throwgh physical inspection, economic and'or functional obsoéescence. The condition assessment was utilised fo
caiculate and reflect the cument senviceakbilty level of the asset.

In determining the level of accumulated depreciation for building assets, the assets were disaggregated info
significant compenents which exhibit different patterns of consumption {useful lives)

The assessment of remaining useful life was made by the wafuer taking info consideration the current physical
condifion of assets, construction date, ewidence of recent repairs or capital works and the swmounding
envionmental factors.

Infrastructure Assets {Level 3)

All Council infrastructure assets were valued using written down cument replacement cost There is no market for
Cioncil’s roads, water, sewerage and dranage assets and other infrastructure assets as these are held 1o provide
e=sential senices to the community. The fair value comprises the estmated cument cost of replacement of the
asset with 3 similar asset which is not necessarfy an exact reproduction but which has similar service potential and
function {plus where applicabde an amount for instafation), less an amount for depreciation in the form of accrued
physizal wear and tear, economic and functional obsolescence.

Cumment replacement cost was calculated by reference to the asseis linear and width characterisbics. overhead
dliocations and senvice costs. Where construction is outsourced, cement replacement cost was based on the
average of similar projects over the last few years. Reference was also made to recent costs for construction
works within the similar remote locations and Rawinson's Construction Cost Guide.

The last full valuation of Councfs water, sewer and other infrastrecture was undertaken by Assetial Pty Lid
effective 30 June 2017. The deskiop indexation assessments are based on using a3 composite utilities mdex
devsioped by combining the Electrical Equipment Manufacturing Index, the Engineering Design and Management
Index, the Metal Product Manufacturing Index and the Concrete Product Manufactemng Index from the ABS
Producer Price Index. The weighting of each index is based on an estimated project cost breakdown at 100, 0%,
10% and 40% respectively (2019 +2.5%).

The last full valuation of Council mad infrastructure was undertaken by AssefVa Pty Lid effective 30 Juns 2017
The desktop indexation assessments are based on ABS Producers’ Price Index “Roads and Bridges Construction”
(2018:+ 2.8%).

A desktop road condition assessment was performed by CT Management for the year ended 30 Juns 2018, The
assessment of condition was performed with reference to completion phodos of restoration works for damage
incwmed during declared weather events i 2017 and 2018. The condition ratings of rmads damaged during
deciared weather events in March 2018 and Februany 2020 were subsequently reassessed based on the nature
and extent of damage with consideration of reguired restoration methods. Road assets which had not been
damaged since the last comprehensive revalsation have been rewvised based on detenoration assumptions and
overad asset lives.

A =
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13 Fair Value Measurements [Continued)

For the year ended 30 June 2020 Council assessed the relevant indexes and determined that there was no
material movement in the cument replacement cost of infrastructure assets. Accordingly a nil indexation rate was

applied.

Componendization

Council categorises the road mfrastructure info urban and rural roads with further sub categones 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 3 ssgment is designed and constructed to e same
standard and uses a consistent amount of labour and materais.

Calcwating Remaining Useful Lives

The remaining useful fves used in the depreciation calculations are estimated using the following methods:
* Conedition;

* Known Ags; and

* Estimated Age

In determining total usefil [fe. remaming ffe and accumulated depreciation, assets were generafly subject to an
inspection or an assessment to determine remaining [fe. Where site inspections were conducted, (Le. for actve
assets, buildings and roads], the assets were afiocated a condition assessment. which was used to estimate
remaining life.

Where water and sewer assets are located underground and physical inspection is not possible, the age, size and
type of construction material, together with cument and planned mantenance records are used to determine the fair
walue at reporting date

Where detailed condition is not available or the age of the assst is known, the remaining e is estimated using the
cument age of the assets, adjusted for obsolescence after viswal mspecbon.

In determining the level of accumulated depreciation for mirastructure assets, the assets were disapgregated into
significant components which exhibit diferent pattems of consumption {(ussful Fves). Annual depreciation is
calculated on 3 straight ine basis over the remaining |ife of the ass=t

16 Trade and Other Payables
Trade crediors are recognised upon receipt of the goods or services ordered and are measured at the agreed
purchasa/contract price net of applicable discounts other than contingent discounts. Amounts owing are unsecured
and are generally setifed on 30 day terms.

The fair value of trade payables is assumed to approximate the value of the orginal transacton.

A [ability for annual leave is recognised. All amounts have been recognised as cument dus to the entitlernent of
staff to take their leave at any time, subject to operational requirements.

Sick leave taken in the future will be met by future entilements and hence no recogniion of sick leave has been
made n thess financial satements

2020 2018
Current $ $
Crediors and accruals 862 782 1,258,726
Annual leave 4g2.832 610,306
Other payables 74,837 B4 560
1,500.451 2,072,582

23
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1T Provisions

Long Service Leave

A liability for long service leave 5 measured as e present value of the estimated future cash cutfows to be made
in respect of services provided by employees up to the reporting date. The value of the liab@ty is calculated using
curent pay rates and progected future mereases in those rates and includes related employee on-costs. The
estimates are adjusted for the probabilty of the employee remaining in the Cownc¥=s empioyment or other
associated employment wihich would result in the Council being required to meet the [ibility. Adpsstments are then
made to allow for the proportion of the benefit eamed to date, and the result is discounted to present value. The
mterest rates attaching to Commonwealth Govemment guaranteed secunties at the reporting date are used fo
dscount the estimated future cash outflows to their present value

‘Where employees have met the prerequisite length of senvice and councd does not have an unconditional right to
defer this Eability beyond 12 months long servce leave is classified as a casrent liabiity. Otherwise it is classified as
mon-ciament

Key estimates and assumptions
[Wapge Price Index 3% - 201820 1.5% : 2018180

Any increase in the wage price index would result in an increase in estimated gross liability and increase the
comesponding employes entitlement expense

Discount Rate 1.76% : 2018120 2.75% : 201ang

A increase in the discownt rate would result in a reduction in the gross liab#ty and a corresponding decrease in the
comesponding employee entilement expense. A decrease in the discount rate would result in an increase in the net
iability and 3 cormesponding increase in the employes entittement expense.

Bt .
A provision is made for the cost of restoring refuse dumps where it is probabie the Council will be liable, or required,
to do this when the use of the facilities is complete.

Key estimates and assumptions

The provision for refuse restoration is calculated as the present value of anticipated future costs associated with the
closure of the dumnp sites, decontamination and mondoring of historical residues and leaching on these sites. The
calculation of this provision reguires assumptions such as application of envionmental legislation, site closure]
dates, awailzsble technodogies and engineering cost estimates. These uncertainBies may result in future actual
expenditure differing from amounts cumrently provided. Because of the longterm nature of the Eability, the most
significant uncertainty in estmating the provision is the costs that will be incurred. The provision recognised for|
dump sies is reviewed at least annually and updated based on the facts and circumstances available at the tme.
Management estimates that the cument trenches will ciose in 2030 and that the restoration and menitoring wil occur]

ressively over the subsequent 30 years.

2020 2013
Current § §
Long service leave 24,002 84208
24,802 B4,208
Non-cumrent
Long senvice leave 160644 121.158
Refuse restoration 1,368,172 1,084,817
1,540,816 1215875
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17 Provisions {Continued)
Details of movements in provisions:

Long service leave

Balance at beginning of financial year
Long service leave entitlement ansing
Long Service entitlement extinguished
Long Service entitlerment pasd
Balance at end of financial year

Refuse restoration
Balanc= at beginning of financial year
Initial recognition of restoration costs

Increase in provision due o unwinding of discount

Increase (decrease) in prowision due to change in

discount rate
Balance at end of financial year

18 Asset Revaluation Surplus

MORNINGTON
SHIRE COUNCIL

2020 2019
5 $
205,366 132,010
102,425 77.840
[40,035) {4,.472)
(73.210) {821)
165 646 205,366
1,084,816 3
- 1,004, 816
2,188 :
285,167 -
1,380,172 1064 518

The asset revaluation surpies comprises revaluation movements on property, plant and equipment. Increases and
decrezses on revaluation are offset within a class of assats.

When an asset 5 disposed of. the amount reported in surplus in respect of that assat is retained in the revaluation

surplus and not transferred to retained surplus.

Movements in the asset revaluation surplus were as

follows:

Balance at beginning of financial year

Met adiestment to non-cument assets at end of penod to reflect a

- Buildings

- Road and drainage network

- Water

- Sewerage

- Other structures

Balance at end of financial year

Asset revaluation surplus analysis

The ciosing balance of the asset revaluation surplus comprises the following asset categories:

Baildings

Road and drainage network
Water

Sewerage

Other structures

2020 201%
$ H
00,160,205 107,672,308
- 484 462
- (10.188.502)
- 505,038
- 134 841
- 520,540
00,160,205 B0,180,205
2020 2019
$ $
64,411,045 G4.411,045
733732 7.023732
16,280,708 16,280,708
2463235 3463225
7,052,487 7,062 487
BO, 160,205 BO, 160,205
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13 Reconciliation of net resuft for the year to net cash inflow (outflow) from operating activities

2020 2019
Hote ) §
Met result 1,676,761 8,122,428
Non-cash items:
Depreciation and amortisation 14 §rmayar B.111.477
Qither coniributions - Mon Cash 3{diii) {551,400}
Discount rate adustment to landfll restoration provision a 285167 1.004 216
Brought forward work in progress expensed in current 14 14,024 300,085
year
{Gan)/ loss on revaluation of finance leases & (504,824) {375,824)
4,845 918 7.220, 562
Inwesting and development actwities:
Met iprofitiloss on dispesal of non-current assets a 106,084 560,200
Changes in accounting policy 24 {1.777.271)
Capital grants and confributions 3{dyii} (2.941,543) (18,624 018)
{4.521.831) (18.084.118)
Changes in operating assets and liabilities:
{Increase) decrease in receivables 261.228 454 526
{Inzreasel decrease in contract assels {303.551) -
{Increase)/decrease in inventory (58.321) {73.505)
Increasel{decrease) in payables {571,488) 320,408
Increasel{decrease] in contract liab#ties - -
Increasel{decrease) in other provisions 274 K37 73,3506
{385,583) TB3.786
Net cash inflow from operating activities 1,705,253 {1.937 274)

23
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20  Financial Instruments

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

- credit risk

- liquidity risk

- marketrick

This note provides mformation (both gualitative and quantitstive) to assist statement users evaluate the
significance of financial instruments on the Councd’s financial posiion and financial perfiormance, including
the nature and extent of risks and how the Councl manages these exposures.

Risk Management Framework

Momington Shire Councd is responsile for the establishment and owersight of the risk management
framework, together with developing and monitoring risk management poficies.

Counci's risk management approves poficies for owerall risk management. as well as specifically for
managing credit, liquidity and market risk.

The Councls nsk management polices are established to ideniify and analyse the nsks faced, fo sei
appropnate imits and controls and to monitor these risks and adherence against Imits. The Council aims to
manage volatdity to minimise potentis adverse effects on the financial performance of the Council.

Momington Shire Council does not enter into denvatives.

Credit Risk

Credit risk is the risk of financial loss 7 a counterparty to a financia inswument fads to meet its contractual
obligations. These obligations arise principally from the Cowncil’s investments and recenables from
customers.

Exposure 1o credit rsk is managed throwgh regular analysis of credit counterparty abiity to meet payment
obligations.

Mo collateral is held as security relating to the financial assets held by Momington Shire Councd.

The camying amount of Snancial assets at the end of the reporting penod represant the maximum exposure o
credit nisk for the Councd.

Cash and cash equivalents

The Councd may be exposed to credit risk through its investments in the QTC Cash Fund and QTC Waorking
Capital Facility. The QTC Cash Fund is an asset management portfiolio that invests with a wide range of high
credit rated counterparties. Depaosits with the QTC Cash Fund are capital guaranteed. Working Capital Facility
depesits have a duration of one day and all mvesiments are required o have a minimum credit rating of “A-",
merefore the likelihood of the counterpany having capacity to meet its financial commaments is strong.

The Council assesses the credit risk before providing goods or senvices and applies normal business credi
protection procedures o minimise the risk

By the nature of the Councils operations, there is a gecographical concentration of risk in the Counc¥s area.
This is due o economic issues e.g. low employment and vanous cultural ssues all of which have a general
Economic impact.

Lease receivables

Councd has elected to use the smpified approach for lease recewables. Whilst historcal data shows that
defaults have occumed, even in the event of a default ocouring. Council has determined expected credi
losses for this receivables grouping to be immatenial, accordingly an expected credi loss of lease recewables
is mot calculated.

27
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20 Financial Instruments

At 30 June 2020, the exposure to credit nsk for trade receivables by type of counterparty was as follows:

MORNINGTON
SHIRE COUNCIL

2020 2018
§ $
Property charges 387,831 33,004
Community organisations 200,044 1.158.758
Other 825,017 518,222
1,202 002 1.718.068
A summary of the Council's exposure to credit risk for trade recevables is as follows:
2020 2020 2013 2019
Not credit- Credit- Mot credit- Credit-
impaired impaired impaired impaired
& $ § $
Not past due 648.580 - 1.313.844 11.025
Past dus 31-80 days 20,611 - 113,588 8,734
Past dus 81-20 days 13.062 = {4.802) 18,271
Maore than 80 days. 453,323 157 006 77554 178,470
Total gross camying amount 1,135,885 167 DBG 1,500,484 218,502
Loss allowance - (157,028} - 1216.502)
1,135,885 - 1,500,434 -

Accounting Policies

Accounting policies - Receivables

Recsvables are measured at amortised cost which approximates fair wvalue at reporting date. Trade
receivables are recognised at the amounts dus at the tme of sale or sensce delivery, ie the agreed
purchasel contract price. Seflement of these amounts is required within 30 days from invoice date.

Accounting policies - Groupings

When Council has no reasonable expectation of recovenng an amount owed by a deblor, and has ceased
enforcement activity, the debt s written-off by direcly reduecing the receivable against the loss allowance. f
fhe amount of debt whtten off excesds the loss allowance, the excess is recognised as an impaimment loss.

Accounting for impaiiment lpsses s cependent upon the indvidual group of receivables subject to
impairment. VWhere matenal, the loss allowance for grouped recsvables reflects lifetime expected credd
losses and moorporates reasonable and supporiable forward-looking information. When assessing expected
credit losses, the ageing of receivables, historical cofiection rates and speciiic knowledge of the debtors
financial position form part of the impairment assessment .

Liquidity Risk

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

Councd manages it exposure to liquidity risk by mantaining sufficient cash deposits to cater for walatility in
cash flows.

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

A =
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20 Financial Instruments

Sensitivity
Sensitivity to interest rate movements s shown for vanable financial asssts and lab#ties based on the
carmyng amount at reparting date.

The Council does mot account for any fieed-rate financial assets or financial Eabilites at Fair Value through
Profit or Loss, thersfore a change o interest rates at the reporting date would not affect profit or loss.

The foflowing interest rate sensitaity anafysis depicis what effect a reasonably possible change in inferest
rates (assumed to be 1% would have on the profit and eguity, based on the cammying values at the end of the
reporting penod. The calculation assumes that the change in interest rates would be held constant owver the

period.
HNet Effect on Met Result Effect on Equity
carrying 1% increase 1% decrease 1% increase 1% decrease
$ $ $ $ $
2020
Other Deposits 3,860,370 33,604 {38,604) 33 604 (38.604)
Net total 3,860,376 38,604 {3B,604) 38,004 (36.504)
2019
Other Deposits 2,181,211 21,812 21,812} 21,812 (21,812)
Net total 2,181,211 21,812 {21,812) 21812 (21.812)

2 Commitments for Expenditurs

Councd has not entered into any contrachual arangements at year end which are not recognised in the
financial statemants.

A =
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22 Contingent Liabilities
Local Government Mutual

The Council is a member of the local govemment mutual liability self-insurance pood, LGM Queensiand. In the swent of
the pool being wound wp or it is unable to meet its debts as they fall due, the frust deed and rules provide that any
accumuiated defict will be met by the mdividual pood members in the same proportion as their contnbution is to the
total pool contributions in respect to any year that a deficit anses.

The latest awdited fnancial statements for LGM Queensland are as at 30 June 2018 and show accumadated membser
funds {equity) of 376,282,054

Lozal Government Workcare

The Council i= 3 member of the Quesnsland local government worker's compensation self-insurance scheme, Local
Gowemnment Waorkeare. Under this scheme the Council has provided an indemnity towards 2 bank guarantes to cowver
bad debts which may remnain should the seif insurance licence be cancelled and there was insufficient funds availabls
b cover outstanding labilities. Only the Queensland Gowvemment's workers compensation authonty may call on any
part of the guarantee should the above circumstances anse. The Council's maximum exposure to the bank guarantes
is $100,275.34.

The latest audited financial statements for Local Government Workcare are as at 30 Juns 2012 and show accumulated
member funds of 549.217.850. it is not anticipated that any liabdity will arise.

23 Superannuation

Councd contributes to the LGIAsuper Regional Defined Benefits Fund (the scheme), at the rate of 12% for each
permanznt empioyee who is 3 defined benefit member. This rate is set in accordance with the LGlAsuper trust desd
and may be varied on the adwice of an actuary. The Regional Defined Benefits Fund ks a complying superannuation
scheme for the purpose of the Commonweaith Superannuation Industry {Supeniision) legesiation and is also govemed
by the Local Government Act 2000,

The scheme is a defined benefit plan, howewer Council s not able to account for it as a defined benefit plan n
accordance with AASE 118 because LGlAsuper is unable to account for its proportonate share of the defined benefit
obligation. plan assets and costs.

Any amoamt by which the scheme is over or under funded may affect fuhere bensfits and result in a change o the
contribution rate, but has not besn recognised as an assst or Rability of the Council.

Technically Council can be hable to the scheme for a portion of another local governments’ coligations should that local
gowemment be unable to meet them. However the risk of this occuming is extremely low and in accordance with the
LiGiAsuper trust deed changes to councd's obligations will only be made on the adwice of an actuary.

The last completed actuanal assessmeant of the scheme was undertaken a5 at 1 July 2018, The actuary indicated that
“At the waluation date of 1 July 2018, the net asssts of the schems excesded the vested benefits and the scheme was
in & satisfactory financial position as at the valuation date.” The Council = not aware of amything that has happensd
=ince that time that indicates the assets of the scheme are not sufficient o meet the vested benefits, as at the reportng
date.

Mo changes have been made to prescribed employer contributions which remain at 12% of employes assets and thene
are no known reguirements to change the rate of contrbutions.

The next triennial actuanal review is not due until 1 July 2021.
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The most signficant risks that may result in LGIAsuper increasing the contribution rate. on the adwice of the actuary.
are:

Investment risk - The risk that the scheme’s inwestment retums will be lower than assumed and additional contnbutions
are needed to fund the shortfall.

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

be funded.
2020 2019
Note $ ;)
Superannuation contributions made to the Regional
Defined Bensfits Fund s il 7EaEN
Cither superannuation contributions for employees 62,358 55,234
Tota! superannuaticn contributions paid by Councd for
employses: L] 60T 125 845175
2021 2020
§ $
Coniributions councd expects io make to the Regional 727 000 700,000

Defined Benefits Fund for 2020-21

24 Changes in Accounting Policy

During the year ended 30 June 2020, Councd has adopted AASE 15 Revenue from Contracts with Customers and
AASE 1058 Income of NFP Enfities using the modified refrospectve (cumulative catch-up) method and therefore the
comparative information for the year ended 30 June 2018 has not been restated and continues to comply with AASE
111 Construction Contracts, AASE 118 Revenus, AASE 1004 Contributions and associated Accounting Interpretations.

All adjustments on adoption of AASE 15 and AASE 1058 have been taken to retained eamngs at 1 July 2018,

The impacts of adopting these standards and associsted transition disclosures are provided below:

Revenue Standards - AASE 15 and AASE 1038

The following options have been applied on transition to AASH 15 and AASE 1053

- Council has not adepted the completed contract expedient and therefore has not excleded revenue which was fully
recognised in previous years m accordance with the former accounting standards and pronouncements

- Council has not retrospechvely restated contracts for modifications that occumed before 1 July 20120

Changes in accountng policy on adoption of AASE 15 and AASE 1058

Opening contract balances on transtion at 1 July 2019
Balance at 1 July

n1e
5

Contract Assets

- Under AASE 1058 822,403
Total contract assets 622403
Contract Liabilifies

- Under AASE 1053 2,300,673
Total contract liabilities 2,300 673
Adjustment on initial application of AASE 15/ AASE 1058 (1.777.270)
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24 Changes in Accounting Policy (Continued)
Comparison of afected financial statements nes between AASE 15/ 1058 and previous revenue standards

The following table shows the amount by which the financial statement line item is affected by the spplication of AASE
15 and AASE 1092 as compared to the previous revenue standards.

Statement of financal position at 30 June 2020

Camying
amount per Camrying amournt if
Statement of Adpstments previous  standards
Financial had been applied
Paosition
Dn [Cr} § Drf {Cr} § 3
Confract assets 303,551 (303.551) -
Other assets - -
Contract Eabilibies - curment {2,822.740) 2,622,740 -
Contract Eabilites - non-cument = 2
Retained eamings (20.828.054) (2.318,180) {23.245.243)
(23,245 243} - {23,245 243)
Statement of comprehensive income for the year ended 30 June 2020
Carmying
amount per ; :
Statement of Adjustments D' {:HI‘I’?‘II‘IQ ant:LJ:tardlr
Compraerse ()3 e i
Income Dri (Cr)
¥
Rewvenus - Oparating -
Grants 15.032.643) {20.000} (5,(53,843)
Fees and charges -
Revenus - Capital {5,270.214) (2.200,100) (7,550 404)
(10.303.B57) (2,216,7180) (12,823,047

The adjustments above relate to the recogniton of contract assets and contract liabdites for revenue streams whene
the revenue is recognised over time rather than on receipt of funding under AASE 1004

Statement of cash flows for the year ended 30 June 2020

The adopfion of AASE 15 and AASE 1058 has not caused a materal change to the Statement of Cash Flows for the
year ended 30 June 2020

25 Ewents after the reporting period

There were no matenal adjusting events after the balance date.
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28 Transactions With Related Parties

a) Hey Management Personnel Compensation
Key management personnel (KMP) are those persons hawving authority and responsibildy for planning, directing and
controfing the activibies of the entity, directly or mdirectly, including any drector (whether Executive or otherwise) of that
entity.

KMP include the Mayor, Councillors, Councis Chief Executive Officer and Executve Managers. The compensaton
paid to KMP for 2019/20 comprises:

2020 2019
§ 3
Short-term employes benefis 1,328 183 1,023,480
Post-empioyment benefits 138,501 90,353
Termination bensfits - 30,000
Total 1,465 TE4 1.142.813

Detailed remuneration dischosures are prowvided m Council’s Annual Report.
b} Transactions with other related parties

Other related parties include the close family members of KMP and any entiies controfied or jointly controlled by KMP
or thewr close family members. Close family members include a spouse, chid and dependent of 3 KMP or their spowse.

Details of ransactions between Council and other refated parties are

Additional 2020 2019
information
Employes expenses for close famdy members of key b} i) 1D gz as24870
management personns!
Purchase of materials and services from entities b ii} 338,950 -

controfied by key management personnsl

il All ciose family members of key management personnel were employed through an am's lzngth process. They ars
paid in accordance with the Award for the job they perform.

The council employs 84 staff (2010: 105) of which 5 (2019: §) are close family members of key management

ii} During the year Council purchased the fofowing materials and senvices from entities that are controlled by key
management personnel and’or ciose family members of key management personnef:

2020 2013
§ $
Security senices 120,832 -
Electncal seniices 207.018 -
338,850 -

Included in the abowe are security senvices prowided by Bilby Security. 3 company controlled by former Mayor,
Counc@or Bradley Wilson. The senices were rendered in accordance with the semvices contract awarded as part of a
commercial, arms-length tender process. At 30 June 2020 there wers no amounts owed by Councd to the company.

Inciueded in the abowe are electrical services prowvided by Guif Lynx Dynamic (trading as Caspentaria Ebsctrical), a
company controfied by close family of Executwe Manager Tatiana Ah Mat and former Councillor Maureen Ah Kit AR
services are prowvided at ams-length and are incurred according to the Council endorsed sendce agresment. At 30
June 2020 thers were no amounts owed by Cowuncil to the company.
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c) Other related entities

On the 18th of June 2019 a bensficial entity comprising three KMP was registered weth ASIC. The entity, Mundalbe
Enterprises Limied is a public company limited by guarantes and was estsblished as an entity to undertake a range of
senices in and around e Momngton Shre Council local povemment area. The first senvice that Mundalbe well b=
involved with is @ joint wenbere with Bynoe CACs Lid to undertake the Community Development Program ({CDFP) funded
by the Commonwealth. Mundaibe Enterprises Limited had not traded in the financial year ended 30 June 2020.

Mo transactions have cccwmed between Council and Mundalbe Enterprises Limited for the year ended 30 June 2020.
d} Outstanding balances

The following balances are outstanding at the end of the reporting period in relation to transactions with related partes:

2020 2019
Receivables 5 $
Amounts owed by entibes controlled by  key
management personmed and close family members of

key management personned
Cusment a0.6aa -

Past due 31 - 60 days 4 240 -
Total Owing 35,117 -

Gulf Lynx Dynamic (trading as Carpentaria Electrical), a company controlled by a relsted party owed 335,117 m
property related charges. These transactions were conducted at arms-ength and were levied m accordance with the
schedude of fees and changes and commercial lease agreement. All amounts outstanding have now been receved.

g} Loans and guarantees toffrom related parties
Councd does not have any ioans tofrom related parbes. Mo guarantees have been prowvided.
During the financial year it was identified that the dissection of Councillor remuneration had not been calculated
accordance with the Remuneration Tribunal Report 2019, resulting in the owerpayment of the meeting fee to former
Counc@iors. Amangements for repayment have been entered into with each of the indwiduals affected.

fi Commitments toffrom other related parties
Counci has no cutstanding commitments tofrom other related parties

gl Transactions with related parties that have not been disclosed
Most of ;e entities and individuals that are related parties of council live and work within the Momington Shire Council.
Therefore, on a regular basis ordinary citizen transactions ocour between Councd and its related parties. Some
examples include:
- Purchase of fuel and other workshop senaces
- Purchase of gas bottles and other general stores items
- Payment of barge handling and other fees

Councd has not included these types of tmnsactions o its disclosure, whers they are made on the same terms and
conditions available to the general public.

Due to the size and location of Momington Shire, Council 5 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 Coronavirus (COVID-13) Pandemic

Councl's response to the COVID-18 pandemic from March 2020 has been managed wnder the guidance, adwice and
directves of the Local Disaster Management Group (LDMG) and the District Disaster Management Group (DDMG) =
conjunction with the wider State and Commonwealth pandemic plans and subsequent roadmaps to recovery.

As part of the initial response to the declared pandemic, additional travel and quarantine restrictions were put in place
for remote communities under the Commonwealth Biosecurty Act. From 3 July 2020 the Queensland Govemment, in
consuitation with Abonginal and Tomres Strait Islander leadership in remote communities, has implemented a three
stage plan to safely ease restrictions to remote communities.

Revenus items which have, or likely to have direct impact from the COVID-12 pandemic have besn identified as
fiodlowes:

Accommaodation Revenus

Accommuodation revenue is largely derved from wisiting service providers and contractors invoived with construchion
within the community. Council own and operate the sole commercal accommodation on Momington Island. therefore it
was directly mmpacted by travel restrictions.

For the period of March to 30 June 2020, Council forege accommodation revenue of 538,270 to assist siaff and
members of the communiy to comply with the 14-day quarantine penod under the prevading COVID-18 response.

If restrictions were to transition back o Stage 1 or Stage 2 of the roadmap, the foregone motel accommodation
revenue would total 53,640 per quarantined individuzad.

At the time of this report, hotel quarantine costs are no longer being borne by the Queeenciand Govemment and are
required to be paid to the Queensland Gowemment by the indiwviduals at the end of their stay. The eligibility for recovery
of accommodation costs by Cowncil applicable to the Queensland Government directive is not yet known.

Airport Landing Fees

Airport landing fees are recognised and measured per the accounting policy disciosed in Mote 3 (b) of this report
Impact on gross landing fees for the period of March to June 2020 was a decrease in fees kevied to aidines of between
7% and 57% (517,142 to 537,380} on the awerage of preceding 8 months from 1 July 2010 to 28 Febwuary 2020
(Awerage: 340, 123

For the month of July 2020, gross landing fees levied increased by 16% on Juns 2020 fees and representing a
decrease of 14% on the average of 1 July 2018 to 28 Febnwany 2020
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27 Impacts of Novel Coronavirus ({COVID-19) Pandemic {Continued)

Airport landng fees are expected to nommalse along with sased restrictons, however, are likefy to decrease if
restrictions are transitioned back to Stage 1 or Stage 2 on direction of the Chief Health Officer.

Capital Grants

Councd received COVID-18 specific grant funding from DLGRMA under the COVID Waorks for Queensland Program.
The objective of the funding is to support economic recovery by prowiding economic and job stemubes throwgh the
maintenance or construction of Council infrasiructure.

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

The program will assist Council in funding backlog asset maintenance which is not ordinanfy able to aftract extemnal
funding and will assist in sestaining and creating trade related pobs for Council and the community.

ldentfiable expense items which hawe, or likely to have impact from the COVID-128 pandemic include:

Ermployes Benefits

Sitaff wages and salanes at 30 June 2020 mclede 533,508 in time and wages specific to the COVID-12 response
through the Local Disaster Management Group (LDMG) and the implementation of the permit system which was
required for the duration of the enactment of the Biosecasity Determination 2020

Staff wages and salaries at 20 June 2020 also incleded 514,818 in special leave granted and paid to Council staff
winch were required to seff-isolate andior quarantine ender provisions of Counc’s Pandemic Plan in response to the
COVID-18 pandemic.

Materials and senvices
Additional suppor senvices of $17.732 were required for speciafised communications and media. including website
maintenance specific to assist with management of pandemic response.

Additional cleansing costs of $4,207 were incurmed to 30 June 2020 which were specfically attributable to the response
under the Pandem:c Plan.

Whilst the costs noted above have decreased or ceased subssguent o the end of the financial year, they are Frely to
increase if restrictions are required to transition back fo Stage 1 or Stage 2 of the roadmap.

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

In addition to the above, consideration has been given to the measwrement. presentation and disclosure of assets and
liabilities at balance date Specific consideration and impact at balance date hawe been disclosed within the related

notes, with no additional requirement for adustment or remeasurement of balances identified to the date of this report.
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Management Certificate
Far the year ended 30 June 2020

These genaeral purpose financial statements have been prepared pursuant to sections 176 and 177 of the Local Govemment Regulation 2012
{Ihve Rizqulation) and other prescribed requirements.

In @ccordanca with saction 212(5) of tha Regulation wa cartily that:

(il the prescribed mauiremants of the Local Govemmenl Ac 2008 and Local Govemmean! Regulation 2012 for the establishment and keeping
of secounis bive beon complicd with in all matonial rospoots; and

(i}  the general purpase financial stalements as st out on pagaes 1 to 36 présant a trus and Fair view, In accordance With Australian Accosunting
Standards, of the Council's transactions for the finansial yaar and financlal poaition at tha and of the year,

e ——— 0

Mufﬁ}/ Acting Chief Exacutive Officor
Fyhe Tarmer Furlir Slawart
Bate;_ V3 4 10 , Bodp o '3, 10, dodp
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INDEPENDENT AUDITOR'S REPORT
To the Councillors of Mornington 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 20 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
acceunting 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 Audifing Standards, which
incorporate the Australian Auditing Standards. My responsibilities under those standards are
further descnibed in the Auditor's responsibiitties for the audit 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
sustainability statement and long-term financial sustainability statement

The councillors 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 matenally inconsistent
with the financial report and my knowledge cbtained in the audit or otherwise appears to be
matenally 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
Requlation 2012 and Ausfralian 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 matenal misstatement, whether due to fraud or emor

The councillors are also responsible for assessing the council's ability to continue as a going
concern, disclosing, as applicable, matters relating to going concem and using the going
concern 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 materal misstatement, whether due to fraud or emmor, 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 matenal misstatement when it exists. Misstatements can anse
from fraud or error and are considered matenal i, 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 nisks 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 i1s sufficient and appropnate to provide a basis for my
opinion. The risk of not detecting a matenal misstaternent resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the overnde of intemal control.

. Obtain an understanding of interal control relevant to the audit in order fo 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 appropriateness of the council's use of the going concem basis of
accounting and, based on the audit evidence obtained, whether a matenal uncertainty
exists related to events or conditions that may cast significant doubt on the council's
ability to continue as a going concern. If | conclude that a matenal uncertainty exsts, |
am required to draw attention in my auditor's repert 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.
Howsver, 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
internal control that | identify duning 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) |recewed 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.

\ Ii‘: L)L____r | 13 October 2020

Sri Marasimhan CQueensland Audit Office
as delegate of the Auditor-General Brsbane
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Measures of Financial Sustainability

Council's performance at 30 June 2020 agamst key financial ratios and tangets:

MORNINGTON
SHIRE COUNCIL

Ratio B .}-'!.w_&r_e.measungjs cah_r-qliteﬂl:l_- . -.ﬂd:t'ul ’ ai | Ta'ge‘t
3 Met result (excuding capital} dvided by total i
| Operating Surplus Ratio Gperating revenue (exchuding capital} 1E.1% % ko 10%
ST . Capial expenditure on replacement of assats " o
:A“EI ittty Bt (renewals ) divided by depreciation expense. b Eavi
Total liabilities less curment assets divided by
Met Financial Liabilities Rato total operating revenus (excheding capial 3% <E0%
items}

Note 1 - Basis of Preparation

The current year financial sustainability statement 5 a special purpose siatement prepared in accordance with the
requirements of the Local Government Reguiafion 2042 and the Financial Mansgement (Sustainshbifiy} Guideline 2013 The
amounts used to calculate the three reported measures are prepared on an accreal basis and are drawn from the Council's
audited general purpose financial statements for the year ended 30 June 2020,
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Certificate of Accuracy
For the year ended 30 June 2020

This currenl-year financial sustainability stalement has been prepared pursuant to Seclion 178 of the Local Goverment
Regulation 2072 (the regulation)

In accordance with Section 212(5) of the Regulation we cerify that this current-year financial sustanahility statement has been
accurately calculated.

/'ﬁf e /7 £
My

_ fcting Ghigf Exctutiva Officer
Kyl Yanner Peder Stowart
e ,‘-:d ) j-‘J’ ",'lﬂrl“{!fj. it r% ¥ “"‘.' A0 R0
2
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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, comprising 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 descnbed in the Auditor'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 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.

Emphasis of matter — basis of accounting

| draw attention to Note 1 which descnbes the basis of accounting. The cument year financial
sustainability statement has been prepared in accordance with the Financial Management
(Sustainability) Guideline 2013 for the purpose of fulfiling 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

Other information comprises financial and nen-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 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 matenally inconsistent
with the financial report and my knowiedge obtained in the audit or otherwise appears to be
maternally misstated.

If, based on the work | have performed, | conclude that there is a matenal misstatement of
this information, | am reguired 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
15 necessary fo enable the preparation and fair presentation of the statement that is
accurately calculated and is free from material misstatement, whether due to fraud or error.

Auditor's 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 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 matenal misstatement when it exasts.
Misstatements can arise from fraud or emor and are considered matenal if, individually or in
the aggregate, they could reascnably 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 appropnateness or relevance
of the reported ratios, nor on the council's future sustamability.

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 nsks 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 appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the council's intemnal control.

. 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.

\t'%l,wlﬂ L 13 October 2020

Sri Narasimhan Queensiand Audit Office
as delegate of the Auditor-General Brisbane
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Mornington Shire Council
For the long-term financial sustainability
Mroparad oo ot 30 June 2020

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

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

g
fff:;tff' e Sae S
Major Asting Chiof Executive Oficer
Kyla Yannar Pater Siowart
Cate i‘i-’i‘m Dt i,i_.ﬁfﬂ
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