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SHIRE OF MENZIES
NOTICE OF AUDIT COMMITTEE MEETING OF COUNCIL

Dear Council Member,

The next Audit Committee Meeting of the Shire of Menzies will be held on 18 July 2019 in
the Shire of Menzies council chambers commencing at 11.00am.

Peter Money

Chief ExecutiveOfficer 18 July2019

DISCLAIMER

No responsibility whatsoever is implied or accepted by the shire of Menzies for any act or
omission or statement or intimation occurring during this meeting.

It is strongly advised that persons do not act on what is heard at this meeting and should only
rely onwritten confirmationof C o u n deacisianwhichwill beprovidedwithin fourteen(14)

days of thigneeting.

FINANCIAL INTEREST

A financial interest occurs where a Councillor, or person with whom the Councillor is closely
associated, has direct or indirect financial interest in the matter. That is, the person stands to
make a financial gain or loss from the decision, either noat some time in the future.

Anindirectfinancialinteresincludesareferenceo afinancialrelationshipbetweerthatperson
and another person who requires a Local Government decision in relatiomiattée

Councillors should declare an interest:

a) In a written notice given to the Chief Executive Officer (CEO) before the meeting:
b)  Atthe meeting, immediately before the mattetiscussed.

A member who has declared an interest must not:
i Preside at the part of the meeting relating to the matter:
1 Participate in or be present during the discussion of deemsaking procedure relating

to the matter unless the member is allowed to do so under Section 5.68 or 5.69 of the
Local Government Ad995



TERMS OF REFERENCE
Objectives of the Audit Committee

The primary objectives of the Audit Committee is to accept responsibility for the annual
external audit and | iaise with the Shireos
performance of the Shire in managing its financial affairs.

Reports from the Committee is to facilitate:

A The enhancement of the credibility and objectivity of external finaregalrting;

A Effective management of financial and other risks and the protection ofsShets;

A Compliance with laws and regulationsvesll as use of best practice guidelines
relative to audit, risk management, internal control and legisledingliance;

A The provision of an effective means of communication between the external auditor,
the Chief Executive Officer and ti@ouncil.

Powers of the Audit Committee

The Audit Committee is to report to Council and provide appropriate advice and
recommendations on matters relevant to its term of reference. The is in order to facilitate
informed decisiormaking by Council in relation to tHegislative functions and duties of the
Shire that have not been delegated to the Chief Executive Officer.

The Audit Committee is a formerly appointed Committee of Council and is responsible to

that body. The Audit Committee does not have executive pawensthority to implement

actions in areas over which the Chief Executive Officer has legislative responsibility and

does not have any delegated financial responsibility. The Audit Committee does not have any
management functions and cannot involve itsethanagement processegoocedures.

Membership

The Audit Committee consists of four members with full voting rights and a quorum shall be
two members.

The Chief Executive Officer and employees are not members of the Audit Committee.

The Chief Executive Officer and Manager Finance and Administratetodre available to
attend meetings to provide advice and guidance to the Audit Committee.

The Shire shall provide secretarial and administrative support to the Audit Committee.
Meetings

The Audit Committee shall meet at least annually. Additional meetings shall be convened at
the discretion of the presiding person.

Reporting

Reports and recommendation of each Audit committee meeting shall be presented to the next
Ordinary Meeting of Cousil.
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Duties and Responsibilities

The duties and responsibilities of the Audit Committee shall be:

a) Provide guidance and assistance to Council as to the carrying out of the functions of
the Shire in relation taudits;

b) Develop and recommend Council and appropriate process for the selection and
appointment of aAuditer;r son as the Shireséo

C) Develop and recommend @ouncil;

A list of those matters to be auditeohd
The scope if the audit to hmdertaken;

d) Recommend to Council the person or persons to be appointedfasditer;

e) Develop and recommend to Council a written agreement for the appointment of the

external auditor. The agreement isrtolude:

Develop and recommend to Coureil

The objectives of thaudit;

The scope of thaudit;

A plan of theaudit;

Details of the remuneration and expenses to be paid to the Awuttbr;

The method to be used by the Shire to communicate with, and supply intortaat

the Auditor;

f) Meet with the auditor once in each year and provide a report to Council on the matters
discussed and outcome of thascussions;

0) Liaise with the Chief Executive Officer to ensure that the Shire does everything in its
powerto;

1 Assistthe Audit to conduct the audit and carry out their other duties under the Local
Government Act 199%nd
1 Ensure that audits are conducted successfullyeapdditiously;

h) Examine the reports of the Auditor after receiving a report from the Chief Executive
Officer on the mattert:

Determine if any matters raised require action to be taken by the &tdre;
Ensure that the appropriate action is taken in respect of riaisers;

)] Review the report prepared by the Chief Executive Officer any actions taken in
respect of any matters raised in the report of the Auditor and presenting the report to
Council for adoption prior to the end of the next financial year or six mofttrslee
last report prepared by the Auditor is received, whichever is the lataaein

)] Review the scope of the audit plan and program aredféstiveness;

k) Seek information or obtain expert advice through the Chief Executive Officer on
mattersofconrer n wi t hin the scope of the Audit C
following authorisation from th€ouncil;

)] Review the annual Compliance Audit Return and report to Council the results of that
review;and

m) Consider the Chi ef EXx ewsofthé apmopraferiessarelr 6 s b i
effectiveness of the Shireés systems and
internal control and legislative compliance, require to be provided to the Audit
Committee, and report to Council the results of thiesews.
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DECLARATION OF OPENING

The President Cr Greg Dwyer declared the meeting open at 5:08 PM

ANNOUNCEMENT OF VISITORS

There were no visitors.

RECORD OF ATTENDANCE

Cr. GregDwyer ShirePresident

Cr. Jill Dwyer

PeterMoney Chief ExecutiveOfficer
JanetteTaylor Manager Finance andldministration

Cr. lan Baird was present via telephone but was within the 150 kilometres fromthe
Chambers and could be recorded as a voting member of the Committee.

DECLARATIONS OF INTEREST

There were no declarations of interest.

ANNOUNCEMENTS BY PRESIDING MEMBER WITHOUT DISCUSSION

There were no announcements by Presiding Member without discussion.

Minutes of Shire of Menzies Audit Committee Meeting held on Thursday 18 July 2019 1



6. REPORTS OF OFFICERS
6.1 AUDITORS REPORTS

LOCATION: N/A
APPLICANT: Audi tor Ge |l
DOCUMENT REF: as applicabl

DISCLOSURE OF INTEREST: Nil
DATE: 18 July 201!
AUTHOR: Peter Money

Chief Executive Office

ATTACHMENT: 6.1-1 FinancialReport
6.1-2 Independent AuditorRepor

SUMMARY

The audited Financial Statements and Audit Opinion for the 2017/2018 financial year are
attached for consideration for recommending to Council for adoption.

BACKGROUND

Local governments are subject to annual audits currently by agents appointed HicthefO
the Auditor General (OAG).

The 2018/19 audit was conducted by Butler Settineri.

The regulations require the audit to be completed and presented to the Audit Committee and
Council prior to 3¥December 2018. If this timeline cannot be met approval for deferment is
required from the Auditor General.

Thisdid nothapperandasaresultthis did notoccurandsothe Councilis in breachof the Local
Government Act in that regard and this will likely be reported in the 2018/19rapdit

The audit was delayed for some length of time as requested documents were not provided to the
auditors as requested and this was not resolved until May 2019.

COMMENT

Nil
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CONSULTATION

OAG

Manager Finance and Administration
Butler Settineri

STATUTORY ENVIRONMENT

Local Government Act s 7.9; 7.12A;
Local Government (Audit) Regulatioh8@
POLICY IMPLICATIONS

Nil

FINANCIAL IMPLICATIONS

Nil

RISK ASSESSMENT

Nil as the report is only for recommendation for approval by the Council.

STRATEGIC IMPLICATIONS

Select one or more of the outcomes from the Strategic Plardelete those not relevant

14.1 Sustainable local economy encouraged

1  Alocal economy accessing the commercial options and services in place, for timely

development.

1 The acquisition of appropriatesources to assist with economic and tourism planning

anddevelopment.

14.3 Active civic leadership achieved

1 Regularly review plans with community consultation on significant decisions affecting

theshire.

1  Where possible, support opportunities to btiile capacity of the community within the

Shire ofMenzies.

1 Regul arly monitor

and

report

operformanee. Shi r e ¢

1 Continue to engage with our community, to advocate on behalf of our community, to be
accountable and to manage within our governance and legigtativework.

1 Continue to participate in regional activities to the benefit oEoommunity.

Minutes of Shire of Menzies Audit Committee Meeting held on Thursday 18 July 2019 3



VOTING REQUIREMENTS

Simple majority

OFFICERS RECOMMENDATION

That the Audit Committee recommends to Council the adoption of the 2017/2018 Financial
Report, Independent Auditors Report and Audit Findings.

[ COUNCIL RESOLUTION: No. 1672 |

MOVED: Cr Jill Dwyer SECONDED: Cr Greg Dwyer

That the Audit Committee recommends to Council the adoption of the 2017/2018 Financial
Report, Independent Auditors Report and Audit Findings.

Carried 2/0

Minutes of Shire of Menzies Audit Committee Meeting held on Thursday 18 July 2019 4
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Auditor General

INDEPENDENT AUDITOR’S REPORT
To the Council of the Shire of Menzies

Report on the Audit of the Financial Report

Opinion

| have audited the annual financial report of the Shire of Menzies which comprises the
Statement of Financial Position as at 30 June 2018, the Statement of Comprehensive
Income by Nature or Type, Statement of Comprehensive Income by Program, Statement of
Changes in Equity, Statement of Cash Flows and Rate Setting Statement for the year then
ended, and notes comprising a summary of significant accounting policies and other
explanatory information, and the Statement by the Chief Executive Officer.

In my opinion the annual financial report of the Shire of Menzies:
(i) is based on proper accounts and records; and
(ii) fairly represents, in all material respects, the results of the operations of the Shire for
the year ended 30 June 2018 and its financial position at the end of that period in
accordance with the Local Government Act 1995 (the Act) and, to the extent that they
are not inconsistent with the Act, Australian Accounting Standards.

Basis for Opinion

| conducted my audit in accordance with Australian Auditing Standards. My responsibilities
under those standards are further described in the Auditor's Responsibilities for the Audit of
the Financial Report section of my report. | am independent of the Shire in accordance with
the Auditor General Act 2006 and the relevant 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. | have also
fulfilled my other ethical responsibilities in accordance with the Code. | 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 to the financial report, which describes the basis of accounting.
The financial report has been prepared for the purpose of fulfilling the Shire’s financial
reporting responsibilities under the Act. Regulation 16 of the Local Government (Financial
Management) Regulations 1996 (Regulations), does not allow a local government to
recognise some categories of land, including land under roads, as assets in the annual
financial report. My opinion is not modified in respect of this matter.

Responsibilities of the Chief Executive Officer and Council for the Financial Report
The Chief Executive Officer (CEO) of the Shire is responsible for the preparation and fair
presentation of the annual financial report in accordance with the requirements of the Act,
the Regulations and, to the extent that they are not inconsistent with the Act, Australian
Accounting Standards. The CEO is also responsible for such internal control as the CEO
determines is necessary to enable the preparation of a financial report that is free from
material misstatement, whether due to fraud or error.

Page 1 of 3
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In preparing the financial report, the CEO is responsible for assessing the Shire’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless the State government has made
decisions affecting the continued existence of the Shire.

The Council is responsible for overseeing the Shire’s financial reporting process.

Auditor’s Responsibility for the Audit of the Financial Report

The objectives of my audit are to obtain reasonable assurance about whether the financial
report as a whole is free from material 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 Australian
Auditing Standards will always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on
the basis of the financial report.

As part of an audit in accordance with Australian Auditing Standards, | exercise professional
judgment and maintain professional scepticism throughout the audit. | also:

- Identify and assess the risks of material misstatement of the financial report, whether
due to fraud or error, design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and 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 Shire’s internal control.

- Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the CEO.

- Conclude on the appropriateness of the CEO’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Shire’s ability to continue as a going concern. If | conclude that a material
uncertainty exists, | am required to draw attention in my auditor’s report to the related
disclosures in the financial report or, if such disclosures are inadequate, to modify my
opinion. My conclusions are based on the audit evidence obtained up to the date of
my auditor’s report, as we cannot predict future events or conditions that may have
an impact.

- 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 and the CEO 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 during my audit.

Page 2 of 3
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Report on Other Legal and Regulatory Requirements

In accordance with the Local Government (Audit) Regulations 1996 | report that:

(i) The following material matters indicating non-compliance with Part 6 of the Local
Government Act 1995, the Local Government (Financial Management) Regulations
1996 or applicable financial controls of any other written law were identified during
the course of my audit:

a. A service contract of $172,000 was not procured through a tender process.
The Local Government (Functions and General) Regulations 1996 require
public tenders to be invited for services above $150,000. We also identified
14 purchases from a sample of 54 where the Shire did not obtain 3 quotes for
the purchase of goods and services which were below the $150,000 tender
threshold. These practices increases the likelihood of not receiving value for
money in procurement.

b. For 8 employees, there were no signed employment contracts or letters of
employment in the Shire’s records.

c. The Shire has not reported the Asset Renewal Funding Ratio for 2018 in its
annual financial report, as required by regulation 50(1)(c) of the Local
Government (Financial Management) Regulations 1996, as planned capital
renewals and required capital expenditure were not estimated in a long term
financial plan and asset management plan respectively.

(i) All required information and explanations were obtained by me.

(iii) All audit procedures were satisfactorily completed.

(iv) In my opinion, the asset consumption ratio included in the annual financial report was
supported by verifiable information and reasonable assumptions.

Other Matter

The financial report of the Shire for the year ended 30 June 2017 was audited by another
auditor who expressed an unmodified opinion on that financial report. The financial ratios for
2017 and 2016 in Note 28 of the audited financial report were included in the supplementary
information and/or audited financial report for those years.

Matters Relating to the Electronic Publication of the Audited Financial Report

This auditor’s report relates to the annual financial report of the Shire of Menzies for the year
ended 30 June 2018 included on the Shire’s website. The Shire’s management is
responsible for the integrity of the Shire’s website. This audit does not provide assurance on
the integrity of the Shire’s website. The auditor’s report refers only to the financial report
described above. It does not provide an opinion on any other information which may have
been hyperlinked to/from this financial report. If users of the financial report are concerned
with the inherent risks arising from publication on a website, they are advised to refer to the
hard copy of the audited financial report to confirm the information contained in this website
version of the financial report.

S -

DON CUNNINGHAME
ASSISTANT AUDITOR GENERAL FINANCIAL AUDIT
Delegate of the Auditor General for Western Australia
Perth, Western Australia

Q, July 2019

Page 3 of 3
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SHIRE OF MENZIES

FINANCIAL REPORT

FOR THE YEAR ENDED 30TH JUNE 2018

TABLE OF CONTENTS
Statement by Chief Executive Officer 2
Statement of Comprehensive Income by Nature or Type ’ 3
Statement of Comprehensive Income by Program 4
Statement of Financial Position 5
Statement of Changes in Equity 6
Statement of Cash Flows 7
Rate Setting Statement 8
Notes to and forming part of the Financial Report 9
Independent Auditor's Report 50

COMMUNITY VISION

The Shire will endeavour to provide the community services and
facilities to meet the needs of the community and enable them to enjoy
a pleasant and healthy way of life.

Principal place of business:
124 Shenton Street
MENZIES WA 6436
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SHIRE OF MENZIES
FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2018

Local Government Act 1995
Local Government (Financial Management) Regulations 1996

STATEMENT BY CHIEF EXECUTIVE OFFICER

The attached financial report of the Shire of Menzies

for the financial year ended 30 June 2018 is based on proper accounts and
records to present fairly the financial position of the Shire of Menzies

at 30 June 2018 and the results of the operations for the financial year then
ended in accordance with the Local Government Act 1995 and, to the extent

that they are not inconsistent with the Act, the Australian Accounting Standards.

2, 1) "
; AL T L Ny ¥ %
Signed on the X O [/ day of V o 7~ 2019

| P

/ | /'(\ / /\\ \\ \ /‘\

\__Chief/Executive Officer

== \3

Peter Money

Name of Chief Executive Officer
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STATEMENT OF COMPREHENSIVE INCOME

BY NATURE OR TYPE
FOR THE YEAR ENDED 30TH JUNE 2018

Revenue

Rates

Operating grants, subsidies and contributions
Fees and charges

Interest earnings

Other revenue

Expenses

Employee costs

Materials and contracts

Utility charges

Depreciation on non-current assets
Insurance expenses

Other expenditure

Non-operating grants, subsidies and contributions

Profit on asset disposals
(Loss) on asset disposals
Impairement of parks and infrastructure

Net result

Other comprehensive income

Items that will not be reclassified subsequently to profit or loss

Changes on revaluation of non-current assets

Total other comprehensive income

Total comprehensive income

2018 2018 2017
NOTE Actual Budget Actual
$ $ $
21(a) 3,035,767 2,809,112 2,863,670
2(a) 3,027,985 1,717,444 4,178,929
2(a) 246,983 171,620 175,722
2(a) 312,795 184,600 250,445
2(a) 52357 46,200 84,398
6,675,887 4,928,976 7,553,164
(1,597,958) (1,615,058) (1,569,381)
(1,441,736) (2,876,272) (1,224,847)
(100,056) (56,160) (48,211)
9(b) (2,392,955) (2,076,951) (2,076,922)
(127,351) (130,430) (138,200)
(278,054) (332,400) (524,345)
(5,938,110) (7,087,271) (5,581,906)
737,777 (2,158,295) 1,971,258
2(a) 2,274,434 3,609,875 608,491
9(a) 28,141 10,750 7,138
9(a) (11,183) (9,250) 0
8(b) (84,699) 0 0
2,944,470 1,453,080 2,586,887
10 (2,754,292) 0 (2,385,160)
(2,754,292) 0 (2,385,160)
190,178 1,453,080 201,727

This statement is to be read in conjunction with the accompanying notes.
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STATEMENT OF COMPREHENSIVE INCOME
BY PROGRAM
FOR THE YEAR ENDED 30TH JUNE 2018

2018 2018 2017
NOTE Actual Budget Actual
$ $ $
Revenue 2(a)
Governance 164 0 91
General purpose funding 4,999,469 3,889,706 7,213,835
Law, order, public safety 2,965 6,400 5,935
Health 7,337 0 0
Housing 99,840 65,220 63,205
Community amenities 9,291 6,600 7,628
Recreation and culture 1,085 10,000 294
Transport 1,303,252 727,250 66
Economic services 196,913 185,100 189,807
Other property and services 55,671 38,700 72,303
6,675,887 4,928,976 7,553,164
Expenses
Governance (733,330) (534,774) (777,853)
General purpose funding (224,429) (133,974) (34,375)
Law, order, public safety (71,659) (45,180) (51,920)
Health (94,238) (109,000) (36,615)
Housing (140,908) (291,334) (189,079)
Community amenities (214,083) (202,910) (134,137)
Recreation and culture (638,518) (503,390) (402,944)
Transport (2,581,706) (2,597,655) (2,457,273)
Economic services (936,257) (830,321) (788,328)
Other property and services (302,982) (1,838,733) (709,382)
(5,938,110) (7,087,271) (5,581,906)
137077 (2,158,295) 1,971,258
Non-operating grants, subsidies and
contributions 2(a) 2,274,434 3,609,875 608,491
Profit on disposal of assets 9(a) 28,141 10,750 7,138
(Loss) on disposal of assets 9(a) (11,183) (9,250) 0
Impairement of parks and infrastructure 8(b) (84,699) 0 0
2,206,693 3,611,375 615,629
Net result 2,944,470 1,453,080 2,586,887
Other comprehensive income
Iltems that will not be reclassified subsequently to profit or loss
Changes on revaluation of non-current assets 10 (2,754,292) 0 (2,385,160)
Total other comprehensive income (2,754,292) 0 (2,385,160)
Total comprehensive income 190,178 1,453,080 201,727

This statement is to be read in conjunction with the accompanying notes.
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STATEMENT OF FINANCIAL POSITION

AS AT 30TH JUNE 2018

CURRENT ASSETS

Cash and cash equivalents
Trade and other receivables
Inventories

TOTAL CURRENT ASSETS

NON-CURRENT ASSETS
Property, plant and equipment
Infrastructure

TOTAL NON-CURRENT ASSETS

TOTAL ASSETS

CURRENT LIABILITIES

Trade and other payables
Provisions

TOTAL CURRENT LIABILITIES

NON-CURRENT LIABILITIES
Provisions
TOTAL NON-CURRENT LIABILITIES

TOTAL LIABILITIES

NET ASSETS

EQUITY

Retained surplus
Reserves - cash backed
Revaluation surplus
TOTAL EQUITY

This statement is to be read in conjunction with the accompanying notes.
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NOTE 2018 2017
$ $

3 12,408,650 10,095,673
5 564,214 779,660
6 5157 8,522
12,978,021 10,883,855
7 8,797,243 8,803,884
8 113,590,657 115,200,938
122,387,900 124,004,822
135,365,921 134,888,677
11 879,554 634,837
13 170,534 125,858
1,050,088 760,695
13 67,925 70,253
67,925 70,253
1,118,013 830,948
134,247,908 134,057,730
15,235,528 16,039,864
4 8,366,631 4,617,825
10 110,645,749 113,400,041
134,247,908 134,057,730
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STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30TH JUNE 2018

Balance as at 1 July 2016

Comprehensive income
Net result

Changes on revaluation of assets
Total comprehensive income

Transfers from/(to) reserves

Balance as at 30 June 2017

Comprehensive income
Net result

Changes on revaluation of assets
Total comprehensive income

Transfers from/(to) reserves

Balance as at 30 June 2018

This statement is to be read in conjunction with the accompanying notes.
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RESERVES
RETAINED CASH  REVALUATION  TOTAL
NOTE  SURPLUS BACKED SURPLUS EQUITY
$ $ $ $
15,404,410 2,666,392 115,785,201 133,856,003
2.586,887 0 0 2.586,887
10 0 0  (2,385160)  (2,385,160)
2586887 0  (2,385,160) 201,727
(1,951,433) 1,951,433 0 0
16,039,864 4,617,825 113,400,041 134,057,730
2.944 470 0 0 2.944 470
10 0 0  (2754292)  (2,754,292)
2 944 470 0 (2,754292) 190178
(3,748,806) 3.748 806 0 0
15,235,528 8,366,631  110,645749 134,247,908
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STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30TH JUNE 2018

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts

Rates

Operating grants, subsidies and contributions
Fees and charges

Interest earnings

Goods and services tax

Other revenue

Payments

Employee costs
Materials and contracts
Utility charges
Insurance expenses
Goods and services tax
Other expenditure

Net cash provided by (used in)
operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Payments for purchase of
property, plant & equipment
Payments for construction of
infrastructure
Non-operating grants,
subsidies and contributions
Proceeds from sale of fixed assets
Net cash provided by (used in)
investment activities

Net increase (decrease) in cash held
Cash at beginning of year

Cash and cash equivalents

at the end of the year

2018 2018 2017
NOTE Actual Budget Actual
$ $ $

3,324,540 2,295,772 2,492,870
3,073,827 1,717,444 5,438,635
246,983 171,620 175,722
312,795 184,600 250,445
37,150 0 207,067
52,357 46,200 84,399
7,047,652 4,415,636 8,649,138
(1,464,141) (1,615,058) (1,515,239)
(1,285,123) (1,809,588) (1,199,411)
(100,056) (56,160) (48,211)
(127,351) (130,430) (138,200)
(156,318) 0 (73,971)
(278,054) (332,400) (524,345)
(3,411,043) (3,943,636) (3,499,377)
14 3,636,609 472,000 5,149,761
(818,087) (1,498,000) (226,188)
(2,945,051) (5,034,287) (783,324)
2,274,434 3,609,875 608,491
165,072 81,000 50,455
(1,323,632) (2,841,412) (350,566)
2,312,977 (2,369,412) 4,799,195
10,095,673 10,095,673 5,296,478
14 12,408,650 7,726,262 10,095,673

This statement is to be read in conjunction with the accompanying notes.
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RATE SETTING STATEMENT
FOR THE YEAR ENDED 30TH JUNE 2018

2018 2018 2017
NOTE Actual Budget Actual
$ $ $
OPERATING ACTIVITIES
Net current assets at start of financial year - surplus/(deficit) 5,631,192 5,631,192 3,811,416
5,631,192 5,631,192 3,811,416
Revenue from operating activities (excluding rates)
Governance 164 0 91
General purpose funding 1,963,702 965,594 4,350,165
Law, order, public safety 2,965 6,400 5,935
Health 7,337 0 0
Housing 99,840 65,220 63,205
Community amenities 9,291 6,600 8,418
Recreation and culture 1,085 10,000 294
Transport 1,327,170 738,000 66
Economic services 196,913 185,100 189,807
Other property and services 59,794 38,700 78,651
‘ 3,668,261 2,015,614 4,696,632
Expenditure from operating activities
Governance (733,330) (5634,774) (777,853)
General purpose funding (224,429) (133,974) (34,375)
Law, order, public safety (71,659) (45,180) (51,920)
Health (94,238) (109,000) (36,615)
Housing (140,908) (291,334) (189,079)
Community amenities (214,083) (202,910) (134,137)
Recreation and culture (638,518) (503,390) (402,944)
Transport (2,592,150) (2,606,906) (2,457,273)
Economic services (936,257) (830,321) (788,328)
Other property and services (388,420) (1,838,733) (709,382)
(6,033,992) (7,096,522) (5,581,906)
Operating activities excluded
(Profit) on disposal of assets 9(a) (28,141) (10,750) (7,138)
Loss on disposal of assets 9(a) 11,183 9,250 0
Loss on revaluation of fixed assets 8(b) 84,699 0 0
Movement in employee benefit provisions (non-current) 42 348 0 73,595
Depreciation and amortisation on assets 9(b) 2,392,955 2,076,951 2,076,922
Amount attributable to operating activities 5,768,505 2,625,735 5,069,521
INVESTING ACTIVITIES
Non-operating grants, subsidies and contributions 2,274,434 3,609,875 608,491
Proceeds from disposal of assets 9(a) 165,072 81,000 50,455
Purchase of property, plant and equipment 7(b) (818,087) (1,498,000) (226,188)
Purchase and construction of infrastructure 8(b) (2,945,051) (5,034,287) (783,324)
Amount attributable to investing activities (1,323,632) (2,841,412) (350,566)
FINANCING ACTIVITIES
Transfers to reserves (restricted assets) 4 (3,895,806) (3,033,935) (2,183,668)
Transfers from reserves (restricted assets) 4 147,000 272,000 232,235
Amount attributable to financing activities (3,748,806) (2,761,935) (1,951,433)
Surplus(deficiency) before general rates 696,067 (2,977,612) 2,767,522
Total amount raised from general rates 21 3,035,767 2,924 112 2,863,670
Net current assets at June 30 c/fwd - surplus/(deficit) 22 3,731,834 (53,499) 5,631,192

This statement is to be read in conjunction with the accompanying notes.
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NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2018

BASIS OF PREPARATION

The financial report comprises general purpose financial
statements which have been prepared in accordance with
Australian Accounting Standards (as they apply to local
governments and not-for-profit entities and to the extent they
are not in-consistent with the Local Government Act 1995
and accompanying regulations.), Australian Accounting
Interpretations, other authoritative pronouncements of the
Australian Accounting Standards Board, the Local Government
Act 1995 and accompanying regulations. Accounting
policies which have been adopted in the preparation of this
financial report have been consistently applied unless stated
otherwise.

Except for cash flow and rate setting information, the report has
been prepared on the accrual basis and is based on historical
costs, modified, where applicable, by the measurement at fair
value of selected non-current assets. financial assets and
liabilities.

CRITICAL ACCOUNTING ESTIMATES

The preparation of a financial report in conformity with Australian
Accounting Standards requires management to make
judgements, estimates and assumptions that effect the
application of policies and reported amounts of assets and
liabilities, income and expenses.

The estimates and associated assumptions are based on
historical experience and various other factors that are believed
to be reasonable under the circumstances; the results of which
form the basis of making the judgements about carrying values
of assets and liabilities that are not readily apparent from other
sources. Actual results may differ from these estimates.

THE LOCAL GOVERNMENT REPORTING ENTITY

All funds through which the Shire controls resources to carry
on its functions have been included in the financial statements
forming part of this financial report.

Minutes ot Shire of Menzies Audit Committee Meeting held on Thursday 18 July 2019

THE LOCAL GOVERNMENT REPORTING ENTITY (Continued)
In the process of reporting on the local government as a single
unit, all transactions and balances between those funds (for
example, loans and transfers between funds) have been
eliminated.

All monies held in the Trust Fund are excluded from the financial
statements. A separate statement of those monies appears
at Note 24 to these financial statements.

AUSTRALIAN ACCOUNTING STANDARDS - INCONSISTENCY
Land under roads

In Western Australia, all land under roads is Crown Land, the
responsibility for managing which, is vested in the local
government.

Effective as at 1 July 2008, Council elected not to recognise
any value for land under roads acquired on or before 30 June
2008. This accords with the treatment available in Australian
Accounting Standard AASB 1051 Land Under Roads and the
fact Local Government (Financial Management) Regulation
16(a)(i) prohibits local governments from recognising such land
as an asset.

In respect of land under roads acquired on or after 1 July 2008.
as detailed above, Local Government (Financial Management)
Regulation 16(a)(i) prohibits local governments from
recognising such land as an asset.

Whilst such treatment is inconsistent with the requirements of
AASB 1051, Local Government (Financial Management)
Regulation 4(2) provides, in the event of such an inconsistency.
the Local Government (Financial Management) Regulations
prevail.

Consequently, any land under roads acquired on or after 1 July
2008 is not included as an asset of the Shire.

SHIRE OF MENZIES | 9
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NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2018

. REVENUE AND EXPENSES

2018 2017
Revenue Actual Actual
$ $
Other revenue
Reimbursements and recoveries 6,926 17,927
Other 45,431 66,472
52,357 84,398

Fees and Charges
General purpose funding 9,094 7,514
Law, order, public safety 0 168
Health 7,337 0
Housing 99,840 63,205
Community amenities 8,443 8,367
Recreation and culture 1,039 292
Economic services 116,337 94,284
Other property and services 4,893 1,892

246,983 175,722

There were no changes during the year to the amount of the fees or charges detailed in the original

budget.

Minutes of Shire of Menzies Audit Committee Meeting held on Thursday 18 July 2019
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NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

FOR THE YEAR ENDED 30TH JUNE 2018

. REVENUE AND EXPENSES (Continued)

Revenue (Continued)

Grant Revenue

Grants, subsidies and contributions are included as operating and non-operating

revenues in the Statement of Comprehensive Income:

Operating grants, subsidies and contributions
Governance

General purpose funding

Law, order, public safety

Recreation and culture

Transport

Economic services

Other property and services

Non-operating grants, subsidies and contributions
Law, order, public safety

Recreation and culture

Transport

Economic services

Total grants, subsidies and contributions

SIGNIFICANT ACCOUNTING POLICIES
Grants, Donations and Other Contributions

Grants, donations and other contributions are

recognised as revenues when the local government

obtains control over the assets comprising the contributions.

Where contributions recognised as revenues during the
reporting period were obtained on the condition that they
be expended in a particular manner or used over

Interest earnings

- Loans receivable - clubs/institutions

- Reserve funds

- Other funds

Other interest revenue (refer note 21(b))

2018 2017

$ $
84 91
1,641,638 4,092,029
2,965 5,766
46 0
1,303,252 0
80,000 80,917
0 126
3,027,985 4,178,929
0 400
128,335 20,000
2,146,099 530,364
0 57,727
2,274,434 608,491
5,302,419 4,787,420

Grants, Donations and Other Contributions (Continued)

a particular period, and those conditions were undischarged
as at the reporting date, the nature of and amounts pertaining
to those undischarged conditions are disclosed in Note 20.
That note also discloses the amount of contributions
recognised as revenues in a previous reporting period which
were obtained in respect of the local government's
operations for the current period.

2018 2018 2017
Actual Budget Actual
$ $ $
57,269 80,000 102,431
131,370 50,000 41,289
124,156 54,600 106,725
312,795 184,600 250,445

Minutes of Shire of Menzies Audit Committee Meeting held on Thursday 18 July 2019

SHIRE OF %ENZIES | 11



(b

-

NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2018

. REVENUE AND EXPENSES (Continued)

Expenses 2018 2017
$ $
The following amounts are included in Other Expenditure
Auditors remuneration
- Audit of the Annual Financial Report* 7,850 10,902
- Other Services 0 800
- Disbursements 0 6,613
7,850 18,315
* The fee for the audit of the 2017-18 financial statements is
$27,000 ($19,163 : 2016-17))
Rental charges
- Operating leases 36,995 34,102
36,995 34,102

Minutes of Shire of Menzies Audit Committee Meeting held on Thursday 18 July 2019
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NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

FOR THE YEAR ENDED 30TH JUNE 2018

SIGNIFICANT ACCOUNTING POLICIES

NOTE 2018 2017
. CASH AND CASH EQUIVALENTS $ $
Unrestricted 4,039,686 5,302,583
Restricted 8,368,964 4,793,090
12,408,650 10,095,673
The following restrictions have been imposed by
regulations or other externally imposed requirements:
Leave Reserve 4 197,364 192,460
Building Reserve 4 2,003,260 1,161,096
Plant Reserve 4 1,427,758 932,561
Roads Reserve 4 1,730,660 474,836
Main Street Reserve 4 135,175 131,578
Staff Amenities Reserve 4 72,722 70,915
TV Reserve 4 17,216 16,789
Caravan Park Reserve 4 424,818 316,747
Bitumen Reserve 4 388,662 379,618
Rates Creditors Reserve 4 48,788 47,576
Niagara Dam Reserve 4 1,320,885 800,049
Water Park Reserve 4 96,060 93,601
Economic Development Reserve 4 402,678 0
Waste Management Reserve 4 100,585 0
Unspent grants 20 2,333 175,264
8,368,964 4,793,090

Cash and cash equivalents (Continued)

of changes in value and bank overdrafts. Bank overdrafts are
reported as short term borrowings in current liabilities in the
statement of financial position.

Cash and cash equivalents
Cash and cash equivalents include cash on hand, cash at bank,
deposits available on demand with banks and other short term

highly liquid investments that are readily convertible to known
amounts of cash and which are subject to an insignificant risk

Minutes ot Shire of Menzies Audit Committee Meeting held on Thursday 18 July 2019
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NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2018

. TRADE AND OTHER RECEIVABLES 2018 2017
$ $

Current
Rates outstanding 710,858 999,631
Sundry debtors 26,391 51,642
GST receivable 198,385 79,217
Provision for doubtful debts (385,257) (385,257)
Accrued income/payments in advance 13,837 34,427

564,214 779,660

Information with respect the impairment or otherwise
of the totals of rates outstanding and sundry debtors
is as follows:

SIGNIFICANT ACCOUNTING POLICIES

Trade and other receivables

Trade and other receivables include amounts due from
ratepayers for unpaid rates and service charges and other
~ amounts due from third parties for goods sold and
services performed in the ordinary course of business.

Receivables expected to be collected within 12 months of
the end of the reporting period are classified as current
assets. All other receivables are classified as non-current
assets.

Collectability of trade and other receivables is reviewed on
an ongoing basis. Debts that are known to be uncollectible
are written off when identified. An allowance for doubtful
debts is raised when there is objective evidence that they
will not be collectible.

Rates outstanding

Classification and subsequent measurement
Loans and receivables are non-derivative financial
assets with fixed or determinable payments that are
not quoted in an active market and are subsequently
measured at amortised cost. Gains or losses are
recognised in profit or loss.

Loans and receivables are included in current assets
where they are expected to mature within 12 months
after the end of the reporting period.

Not past due and not impaired
Past due and impaired

Past due and not impaired

- up to 1 month

-1 to 3 months

- 3 months to 1 year

-1to 5years

- more than 5 years

Sundry debtors outstanding

Not past due and not impaired
Past due and impaired

Past due and not impaired

- up to 1 month

-1 to 3 months

- 3 months to 1 year

-1to 5 years

- more than 5 years

2018 2017
385,257 385,257
0 0
0 0
8,881 50,339
316,720 564,027
710,858 999,623
2018 2017
25,176 16,948
679 -
20 -
516 11,518
26,391 28,466
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