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OUR VISION

"A thriving and friendly community that recognises our history
and embraces cultural diversity and economic opportunity,
whilst nurturing our natural and built environment."

OUR MISSION

“To deliver affordable and quality Local Government
services.”

CORE VALUES OF THE SHIRE

The core values that underpin the achievement of the
mission will be based on a strong customer service
focus and a positive attitude:

Communication

Integrity
Respect
Innovation
Transparency

Courtesy

DISCLAIMER

The purpose of Council Meetings is to discuss, and where possible, make resolutions about items appearing on
the agenda. Whilst Council has the power to resolve such items and may in fact, appear to have done so at
the meeting, no person should rely on or act on the basis of such decision or on any advice or information
provided by a Member or Officer, or on the content of any discussion occurring, during the course of the
meeting.

Persons should be aware that the provisions in section 5.25 of the Local Government Act 1995 establish
procedures for revocation or rescission of a Council decision. No person should rely on the decisions made by
Council until formal advice of the Council decision is received by that person. The Shire of Broome expressly
disclaims liability for any loss or damage suffered by any person as a result of relying on or acting on the basis
of any resolution of Council, or any advice or information provided by a Member or Officer, or the content of
any discussion occurring, during the course of the Council meeting.

Should you require this document in an alternative format please contact us.
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NOTICE OF MEETING

Dear Committee Member,

The next Audit and Risk Committee of the Shire of Broome will be held on Tuesday, 15
October 2019 in the Council Chambers, Corner Weld and Haas Streets, Broome,
commencing at 11:00am.

Regards

2 Mo b N

S MASTROLEMBO
Chief Executive Officer

14/10/2019
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OFFICIAL OPENING

2. ATTENDANCE AND APOLOGIES

g

DECLARATIONS OF FINANCIAL INTEREST / IMPARTIALITY

4. CONFIRMATION OF MINUTES

RECOMMENDATION:

That the Minutes of the Audit and Risk Committee held on 14 May 2019, as published and
circulated, be confirmed as a true and accurate record of that meeting.
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5. REPORT OF OFFICERS

5.1 ANNUAL FINANCIAL REPORT & AUDIT REPORT 2018/2019

LOCATION/ADDRESS: Nil

APPLICANT: Nil

FILE: FREO2

AUTHOR: Manager Financial Services

CONTRIBUTOR/S: Nil

RESPONSIBLE OFFICER: Director Corporate Services

DISCLOSURE OF INTEREST: Nil

DATE OF REPORT: 25 September 2019

SUMMARY: The Audit and Risk Committee is required to consider and recommend to

Council, the adoption of the annual financial report, examine the audit and
management reports, and review the report prepared by the Chief Executive Officer.

BACKGROUND

Pursuant to section 7.9 of the Local Government Act 1995 (LGA), an Auditor is required to
examine the accounts and annual financial report submitted by a local government for
audit. The Auditor is also required, by 31 December following the financial year to which
the accounts and report relate, to prepare a report thereon and forward a copy of that
report to:

(a) Mayor or President; and
(b) The Chief Executive Officer; and
(c) The Minister.

Furthermore, in accordance with Regulation 10(4) of the Local Government (Audit)
Regulations 1996 (Audit Regulations), where it is considered appropriate to do so, the
Auditor may prepare a Management Report to accompany the Auditor’s Report, which is
also to be forwarded to the persons specified in section 7.9 of the LGA.

On finalisation of the Shire’s 2018/19 final audit visit, the Auditors presented their initial
findings to the Audit and Risk Committee (the Committee) for consideration at an informal
briefing session held 8 October 2019, which was attended by members of the Committee.

The Committee is required to examine the reports of the Auditor after receiving a report
from the Chief Executive Officer (CEO) on the matters reported and:

. Determine if any matters raised require action to be taken by the local
government; and
. Ensure that appropriate action is taken in respect of those matters.

The Committee is also required to review a report prepared by the CEO on any actions
taken in respect of any matters raised in the report of the Auditor and present the report
to Council for adoption. A copy of the report is to be forwarded to the Minister prior to the
end of the next financial year or 6 months after the last report prepared by the Auditor is
received, whichever is the latest in time.
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An analysis of the 2018/19 operating result is provided in this report and how it compares
to the forecasted outcomes of the Shire’s adopted Integrated Planning and Reporting
Framework.

The Strategic Community Plan 2017-27 (SCP) was adopted at the December 2016
Ordinary Meeting of Council (OMC) and the Corporate Business Plan 2018-22 (CBP) was
adopted by Council at the December 2017 OMC. A revised 2018-22 Long Term Financial
Plan (LTFP) was also received by Council at the December 2017 OMC and adopted at the
June 2018 OMC. The Shire's LTFP was reviewed in November 2017 to support the review of
the SCP and CBP. These plans informed the 2018/19 annual budget process.

The Shire’s Infrastructure Asset Management Plan (AMP) was finalised and presented to
Council at the December 2017 OMC and informed the 2018/19 annual budget process.
The AMP is continuously reviewed as part of the mandated Integrated Planning and
Reporting Framework and was used to inform the 2019/20 annual budget process.

The Committee is requested to consider and recommend adoption of the annual
financial report to Council.

COMMENT

Financial Highlights of the Annual Financial Report

e Net comprehensive income (net accounting profit) of $8,616,372 for the year
ended 30 June 2019. This represents an increase in the Shire’s net assets from $405M
to $413M. Non-operating grants for the Chinatown Revitalisation Project and Town
Beach Redevelopment are the main contributory factors to this net profit figure.

e Net decrease in cash of $2,963,036 from $45M to $42M. Expenditure of the funds
held in restricted cash of the Chinatown Revitalisation Project mainly resulted in this
reduction in cash.

e Net Surplus of Municipal Funds of $2,144,226. The details of this surplus is explained in
the table below.

Chief Executive Officer’'s Report to the Audit and Risk Committee

Following is the CEQO'’s report to the Committee on matters arising from the audit and
management reports.

Audit Report
There were no matters of statutory non-compliance reported.

Management Report

The Auditor's Management Report provides an overview of the approach undertaken in
respect of the annual audit process and the associated outcomes of the audit. The
Management Report also identifies any findings that, whilst generally not material in
relation to the overall audit of the financial report, are considered relevant to the day to
day operations of the Shire.

1. Matters Identified

There were no issues identified.
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The Auditor provided comment on the Shire's ratios similar to that in 2017/18, in particular
the significant adverse trend in the financial position of the Shire as the Operating Surplus
Ratfio has been below the industry benchmark and the Office of the Auditor General
(OAG) threshold for the past 3 years.

The Operating Surplus Ratio is designed to provide a measure of the ability to cover
operational costs and have revenue available for capital funding or other purposes. It is
calculated by subtracting Operating Expense from Operational Revenue and dividing the
resulting figure by Own Source Operating Revenue. The DLGSC “basic” standard is a
measure between 1% and 15% (0.01 and 0.15) while an “advanced” standard is a
measure higher than 15% (>0.15).

The Shire’s Operating Surplus Ratio for the past three financial years are listed below.

2018/19  -11% (-0.11)
2017/18  -13% (-0.13)
2016/17  -12% (-0.12).

At the 8 October 2019 audit exit meeting, Moore Stephens and the Office of the Auditor
General explained that this finding will be reported to the Department of Local
Government, Sport and Cultural Industries (DLGSCI). It was however clarified that in
calculating this ratio, the operating surplus used as a numerator is significantly understated
due to the inclusion of depreciation as operating expense. Depreciation expense is a non-
cash item and not considered when raising rates and other own-source funding.
Furthermore, non-operating grants forming part of the Shire’s total comprehensive income
and a significant funding source considered when raising rates, have also been excluded
when calculating the ratios.

While this adverse ratio will be reported to the DLGSCI, Management is confident that this
ratio does not correctly represent the Shire's current and future state of financial
sustainability.

The Audit and Risk Committee should note that:

e The Shire raises its rates/own-source funding based on how much it needs to renew
and/or upgrade its assets as per the Asset Management Plan and Capital Works
Program. Depreciation expense is only an accounting expense which may or may
not necessarily correspond to the amount of the Shire's renewal or upgrade
expenditure each year.

e The Shire’s strategy is to ensure that external funding is sought to finance any new
and/or upgrade to infrastructure assets. This highlights the importance of non-
operating grants to the Shire’s operations. The Shire has consistently demonstrated
it's ability to successfully obtain non-operating grants through the years. Ignoring
this funding source in judging the Shire's financial sustainability is flawed.
Furthermore, any new and/or upgraded assets are eventually capitalised and
depreciated. To include depreciation expense and yet disregard the non-
operating grants which funded these assets distorts the calculation of the ratio.

2. Audit Adjustments
Following the presentation of the draft 2018/19 Financial Report to the Auditor, GST

receivable that was previously disclosed together with Other Receivables had been
reclassified as a separate line item presented in Note 5.
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The auditors have also identified an audit difference that was not adjusted in the financial
report due to being ftrivial, relating to $20,621 of items reported as trust which, in the
opinion of the auditors, should be reported as trade liabilities. Management are still
discussing this approach in line with operational practicalities, however the value is
immaterial.

3. Other Matters

There were no identified matters of fraud to report and there were no disagreements with
management about significant accounting matters.

2018/19 Operating Result

The financial year ended 30 June 2019 resulted in the following carried forward operating
surplus:

$4,006,759  Estimated net surplus as at 30 June 2018/19 and budgeted as 2019/20
opening surplus.

$2,144,226  Actual 2018/19 operating surplus at the completion of year end processing.

The surplus amounts above excludes non-cash transactions such as depreciation, profit or
loss on plant disposal, provision for credit losses and the effects of asset revaluation gains
or losses.

The 2019/20 Annual Budget adopted at the June 2019 OMC, included an estimated
brought forward operating surplus of $4,006,759 from 2018/19. This comprised the
following:

e $1,507,238 Financial Assistance Grants (FAGS) estimated to be received in
advance; and

o $2,499,521 estimated surpluses from operating and capital budgets not expected
to be spent or collected by 30 June 2019, with "work in progress” projects expected
to continue in 2019/20 as detailed in Attachment 3.

The above figures were calculated prior to the close of financial year processing. At the
completion of the year ended 30 June 2019, the actual brought forward surplus has been
adjusted to the final confirmed amount of $2,144,226 which comprised:

e $1,507,238 actual amount of FAGS received in advance;

e $604,304 confirmed amount of net surplus from projects originally anticipated as
carryovers at the time of budget adoption;

e ($191,365) net deficit pertaining to additional carryover projects not previously
anficipated at the time of budget preparation;

e $170,356 of unspent funds originally budgeted for the Surf Live Saving Club Building
Upgrade which should be transferred back to building reserve;

e $53,693 of remaining surplus available for further allocation.

The $53,593 non-carryover surplus is the smallest surplus realised by the Shire for the past
few years. The net surplus resulted from the net impact of favourable and unfavourable
variances in various budget line items rather than being attributable to certain events.
However, the following are the most notable reasons giving rise to the net surplus:
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$588K of fransfers from leave reserve to municipal funds resulting from turnover
of staff reaching 7 years and the change in discount rate used based on the 30-
year Government Bonds resulted in lower net present value of liabilities that
need to be funded from reserves.

$53K higher interest earned than budgeted;
$106K net savings in materials and contracts from over 67 expenditure accounts;

$32K savings in utilities, mainly power costs ($19K) and water across various parks
($13K);

$400K deficit from WANDRRA reimbursements for emergency response costs
that have yet to be received;

$253K overspend on Chinatown Revitalisation Project’s engineering consultancy
and superintendence;

$86K in additional sundry donations to Shinju Matsuri and Saltwater Country; and

$43K in additional contributions for Singapore Flights.

It is proposed that $170,356 of unspent funds originally budgeted for the Surf Live Saving
Club Building Upgrade be transferred back to building reserve.

The $53,693 remaining surplus is recommended by officers to be transferred to the Public
Open Space Reserve to minimise the budgetary risk of the Town Beach Redevelopment

Project.

A summary of the recommended surplus allocation is as follows:

SUMMARY OF 2018/19 SURPLUS

%’gg:::; Actual S.urplus
Surplus as Confirmed
2019/20 2019/20
Expenditure budget carried over 10,621,669 11,263,406
Income budget carried over - 8,122,148 - 10,659,101
Surplus from advanced FAGS carried over 1,507,238 1,507,238
Newly identified expense carryover 876,374
Newly identified income carryover - 1,067,739
Unspent funds for Surf Club Building Upgrade - Transfer
to Reserve 170,356
Net surplus available for transfer to reserve 53,693
Net surplus 4,006,759 2,144,226

ADJUSTMENTS TO PRIOR YEARS ANNUAL REPORTS

There were no adjustments required to prior year reports.

CONSULTATION

Nil.

STATUTORY ENVIRONMENT

Local Government Act 1995
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5.53. Annual reports
(1) The local government is to prepare an annual report for each financial year.
(2)  The annual report is to contain —
(a) areport from the mayor or president; and
(b) areport from the CEO; and
[(c). (d) deleted]

(e) an overview of the plan for the future of the district made in
accordance with section 5.56, including major initiatives that are
proposed to commence or to continue in the next financial year; and

(f)  the financial report for the financial year; and

(g) suchinformation as may be prescribed in relation to the payments
made to employees; and

(h)  the auditor’s report prepared under section 7.9(1) or 7.12AD(1) for the
financial year; and

(ha) a matter on which a report must be made under section 29(2) of
the Disability Services Act 1993 ; and

(hb) details of entries made under section 5.121 during the financial year in
the register of complaints, including —

(i) the number of complaints recorded in the register of
complaints;

(i) how the recorded complaints were dealf with; and
(i) any other details that the regulations may require;
and
(i) such other information as may be prescribed.

[Section 5.53 amended by No. 44 of 1999 s. 28(3); No. 49 of 2004 s. 42(4) and (5); No. 1 of
2007 s. 6; No. 50f 2017 s. 7(1).]

5.54.  Acceptance of annual reports

(1) Subject to subsection (2), the annual report for a financial year is to be
accepted* by the local government no later than 31 December after that
financial year.

* Absolute majority required.

(2) If the auditor’s report is not available in time for the annual report for a
financial year to be accepted by 31 December after that financial year,
the annual report is to be accepted by the local government no later than
2 months after the auditor’s report becomes available.

6.4. Financial report
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(1) A local government is to prepare an annual financial report for the
preceding financial year and such other financial reports as are
prescribed.

(2) The financial report is fo —

(Q) be prepared and presented in the manner and form prescribed;
and
(b) contain the prescribed information.

(3) By 30 September following each financial year or such extended fime as
the Minister allows, a local government is to submit to its auditor —

(Q) the accounts of the local government, balanced up to the last day
of the preceding financial year; and
(b) the annual financial report of the local government for the

preceding financial year.

7.9. Audit to be conducted

(1) An auditor is required to examine the accounts and annual financial report
submitted for audit and, by the 31 December next following the financial
year to which the accounts and report relate or such later date as may be
prescribed, to prepare a report thereon and forward a copy of that report
fo —
(a) the mayor or president; and
(b) the CEO of the local government; and
(c) the Minister.

(2) Without limiting the generality of subsection (1), where the auditor

considers that —

(a) there is any error or deficiency in an account or financial report
submitted for audit; or

(b) any money paid from, or due fo, any fund or account of a local
government has been or may have been misapplied to purposes
not authorised by law; or

(c) there is a matter arising from the examination of the accounts and
annual financial report that needs to be addressed by the local
government, details of that error, deficiency, misapplication or
matter, are to be included in the report by the auditor.

(3) The Minister may direct the auditor of a local government to examine a
particular aspect of the accounts and the annual financial report
submitted for audit by that local government and to —

(Q) prepare areport thereon; and
(b) forward a copy of that report to the Minister,
and that direction has effect according to its terms.

(4) If the Minister considers it appropriate to do so, the Minister is to forward a
copy of the report referred to in subsection (3), or part of that report, to the
CEO of the local government to be dealt with under section 7.12A.

7.12A. Duties of local government with respect to audits
(1) Alocal government is to do everything in its power to —
(a) assist the auditor of the local government to conduct an audit and

carry out the auditor’s other duties under this Act in respect of the local
government; and
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(2)

(3)

(4)

(5)

(b) ensure that audits are conducted successfully and expeditiously.

Without limiting the generality of subsection (1), a local government is to
meet with the auditor of the local government at least once in every year.

A local government must —
(aa) examine an audit report received by the local government; and

(a) determine if any matters raised by the audit report, require action to be
faken by the local government; and

(b) ensure that appropriate action is taken in respect of those matters.
A local government must —

(a) prepare areport addressing any matters identified as significant by the
auditor in the audit report, and stating what action the local
government has taken or intends to take with respect to each of those
matters; and

(b) give a copy of that report to the Minister within 3 months after the audit
report is received by the local government.

Within 14 days after a local government gives a report to the Minister under
subsection (4)(b), the CEO must publish a copy of the report on the local
government’s official website.

Local Government (Audit) Regulations 1996

10. Report by auditor

(4)

Where it is considered by the auditor to be appropriate to do so, the
auditor is to prepare a management report to accompany the auditor’s
report and to forward a copy of the management report to the persons
specified in section 7.9(1) with the auditor’s report.

Local Government (Financial Management) Regulations 1996

17A Assets, valuation of for financial reports etc.

(1)

(2)

(3)

In this regulation —

carrying amount, in relation to an asset, means the carrying amount of the
asset determined in accordance with the AAS;

fair value, in relation to an asset, means the fair value of the asset
measured in accordance with the AAS.

Subject to subregulation (3), the value of an asset shown in a local
government’s financial reports must be the fair value of the asset.

A local government must show in each financial report —

(a)  for the financial year ending on 30 June 2013, the fair value of all of
the assets of the local government that are plant and equipment;
and
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(b)  for the financial year ending on 30 June 2014, the fair value of all of
the assets of the local government —

(i)  that are plant and equipment; and

(i) that are —
(1) land and buildings; or
(1) infrastructure;

and

(c) for a financial year ending on or after 30 June 2015, the fair value of
all of the assets of the local government.

(4) A local government must revalue all assets of the local government —

(a) whenever the local government is of the opinion that the fair value
of the asset is likely to be materially different from its carrying
amount; and

(b) in any event, within a period of at least 3 years but no more than
5 years after the day on which the asset was last valued or revalued.

(5) An asset is to be excluded from the assets of a local government if the fair
value of the asset as at the date of acquisition by the local government is
under $5 000.

[Regulation 17A inserted: Gazette 20 Apr 2012 p. 1699-700; amended: Gazette 21 Jun 2013
p. 2451; 26 Jun 2018 p. 2388.]

POLICY IMPLICATIONS

2.2.2 - Materiality in Financial Reporting
2.2.7 - Significant Accounting Policies

FINANCIAL IMPLICATIONS

In tferms of materiality, the unallocated surplus amount of $53,694 (surplus excluding FAGS
grants in advance and the committed expenditure of Attachment 3 and 4) represents a
variance of 0.13% compared to original budgeted operating revenue for 2018/19 of
$42,217,591 (excluding non-operating grants and confributions for assets) (2017/18 - 3.42%).
This net surplus is below the adopted threshold of $422,176 as per Policy 2.2.2 Materiality in
Financial Reporting.

RISK

The audited Annual Financial Report is a key control measure used to report to Council
and its stakeholders that Council’s financial position, result of operations, cash flows,
changes in equity and rate setting statement are free from any material misstatement
caused by fraud or error. The audit findings indicate areas requiring improvement and
management have implemented measures to review processes. The report measures
Council’s financial capacity to achieve its adopted strategic and operational objectives.
A material variance indicates areas requiring investigation such as revisiting budget



Agenda - Audit and Risk Committee Meeting 15 October 2019 Page 15 of 92

estimation assumptions, workforce management and Council’'s overall resource capacity
to achieve its strategic objectives.

The recommendation by the Committee to Council for the adoption of the Annual
Financial Report, Audit and Management Report and CEO'’s report is a key statutory
compliance matter. Should this not be recommended for adoption, a delay in Council’s
adoption of the 2018/19 Annual Report to be presented at the October 2019 OMC wiill
result and will impact Council’s ability to schedule the Annual Electors Meeting (AEM) in
December as planned. This poses a high risk due to the possibility of occurring and the
impact of a significant delay to major deliverables.

Should the Committee make alternative recommendations regarding the proposed
allocation of the 2018/19 surplus, given the immateriality of the amount and In line with
Council’s risk ratings, the risk is assessed as minor where the financial impact is less than
$250,000 and the likelihood of this occurring is possible. To mitigate these risks, the report
recommendations should be adopted.

STRATEGIC IMPLICATIONS

Our People Goal - Foster a community environment that is accessible, affordable,
inclusive, healthy and safe:

Encourage communication.
Identify affordable services and initiatives to satisfy community needs.

Our Prosperity Goal - Create the means to enable local jobs creation and lifestyle
affordability for the current and future population:

Encourage the provision of affordable land for residential, industrial, commercial and
community use.

Our Organisation Goal - Continually enhance the Shire’s organisational capacity to
service the needs or a growing community:

Develop an organisational culture that strives for service excellence.
Review and analyse strategic and operational plans.

Manage resource allocation.

Manage staff attraction and retention.

Improve systems, processes and compliance.

VOTING REQUIREMENTS
Absolute Majority

REPORT RECOMMENDATION:

That the Audit and Risk Committee recommends that Council:

1.  Receives the Chief Executive Officer’s report relating to the audit.
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Receives the Audit Report and Audit Management Report dated 8 October 2019 as
per Attachment 1.

Adopts the Audited Annual Financial Report for the year ended 30 June 2019 as per
Attachment 2.

Allocates the net operating surplus from the 2018/19 financial year as per
Attachments 3 and 4 with the balance of $224,049 to be transferred to reserves as
follows:

a)  Building Reserve $170,356; and
b)  Public Open Space Reserve $53,693.
(ABSOLUTE MAJORITY REQUIRED)

Attachments

A A

2018-2019 Audit Management Report

2018-2019 Annual Financial Report

2018-2019 Surplus - Originally Budgeted Carryover - as Adjusted
2018-2019 Surplus - Additional Carryover

2018-2019 Audit Concluding Memorandum
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Auditor General

INDEPENDENT AUDITOR’S REPORT
To the Councillors of the Shire of Broome
Report on the Audit of the Financial Report

Opinion

| have audited the annual financial report of the Shire of Broome which comprises the
Statement of Financial Position as at 30 June 2019, 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 Broome:
(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 2019 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 10f 3
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2018-2019 Audit Management Report Page 17
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In preparing the financial report, the CEQ 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:

- ldentify 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 CEQO'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) In my opinion, the following material matter indicate significant adverse trends in the

financial position of the Shire:
a. The Operating Surplus Ratio has been below the Department of Local
Government, Sport and Cultural Industries standard for the past 3 years.

The financial ratios are reported in note 30 of the financial report.

(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 and the asset renewal funding ratio included
in the annual financial report were supported by verifiable information and reasonable
assumptions.

Other Matter

The financial report of the Shire for the year ended 30 June 2018 was audited by another
auditor who expressed an unmodified opinion on that financial report. The financial ratios for
2017 and 2018 in Note 30 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 Broome for the year
ended 30 June 2019 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.

/,
o 4

PATRICK ARULSINGHAM

ACTING ASSISTANT AUDITOR GENERAL FINANCIAL AUDIT

Delegate of the Auditor General for Western Australia

Perth, Western Australia
] October 2019
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SHIRE OF BROOME
FINANCIAL REPORT

FOR THE YEAR ENDED 30TH JUNE 2019

TABLE OF CONTENTS

Statement by Chief Executive Officer

Statement of Comprehensive Income by Nature or Type
Statement of Comprehensive Income by Program
Statement of Financial Position

Statement of Changes in Equity

Statement of Cash Flows

Rate Setting Statement

Notes to and forming part of the Financial Report

Independent Auditor's Report

COMMUNITY VISION

A thriving and friendly community that recognises our history and embraces
cultural diversity and economic opportunity, whilst nurturing our unique natural
and built environment.

Principal place of business:
27 Weld Street
BROOME WA 6725
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SHIRE OF BROOME
FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2019

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

STATEMENT BY CHIEF EXECUTIVE OFFICER

The attached financial report of the Shire of Broome for the financial year ended

30 June 2019 is based on proper accounts and records to present fairly the financial position
of the Shire of Broome at 30 June 2019 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.

Signed on the 5 dayof ~(ltec!” 2019

Chief Executive Officer

S AM MATIROLEE o
Name of Chief Executive Officer
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SHIRE OF BROOME

STATEMENT OF COMPREHENSIVE INCOME
BY NATURE OR TYPE

FOR THE YEAR ENDED 30TH JUNE 2019

2019 2019 2018
NOTE Actual Budget Actual
$ $ $

Revenue
Rates 22(a) 22,392,626 22,376,649 21,931,509
Operating grants, subsidies and contributions 2(a) 3,978,224 6,365,944 3,884,342
Fees and charges 2(a) 9,908,218 11,092,800 10,743,949
Interest earnings 2(a) 1,476,449 1,121,872 1,304,843
Other revenue 2(a) 1,621,900 1,259,156 988,593

39,377.417 42,216,421 38,853,236
Expenses
Employee costs (14,832,097) (16,731,079) (15,637,962)
Materials and contracts (13,223,815) (13,132,829) (9,300,554)
Utility charges (1,882,925) (2,002,962) (1,844,152)
Depreciation on non-current assets 11(c) (10,021,199) (9,667,682) (12,933,560)
Interest expenses 2(b) (92,802) (92,755) (118,981)
Insurance expenses (657,408) (657,174) (630,726)
Other expenditure (2,613,860) (3,144,792) (2,700,647)

(43,324,106) (45,429,273)  (43,166,582)

(3,946,689) (3,212,852) (4,313,346)
Non-operating grants, subsidies and contributions 2(a) 12,577,669 13,782,824 7,023,895
Profit on asset disposals 11(a) 7,273 1,170 12,860
(Loss) on asset disposals 11(a) (21,881) (80,223) (309,999)

12,563,061 13,703,771 6,726,856
Net result for the period 8,616,372 10,490,919 2,413,510
Other comprehensive income
Items that will not be reclassified subsequently to profit or loss
Changes in asset revaluation surplus 12 0 0 (20,829,964)
Total other comprehensive income for the period 0 0 (20,829,964)
Total comprehensive income for the period 8,616,372 10,490,919 (18,416,454)

This statement is to be read in conjunction with the accompanying notes.
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SHIRE OF BROOME

STATEMENT OF COMPREHENSIVE INCOME
BY PROGRAM

FOR THE YEAR ENDED 30TH JUNE 2019

2019 2019 2018
NOTE Actual Budget Actual
$ $ $

Revenue 2(a)
Governance 614,432 399,596 22,907
General purpose funding 24,703,828 23,715361  24,218955
Law, order, public safety 128,540 138,743 186,974
Health 197,486 189,761 208,293
Education and welfare 24,000 90,000 15,000
Housing 716,548 622,164 585,062
Community amenities 6,421,517 7,597,727 7,164,053
Recreation and culture 1,340,966 1,473,656 1,644,971
Transport 1,682,022 2,641,520 1,448,213
Economic services 1,033,114 3,103,330 1,082,586
Other property and services 2,514,964 2,244,563 2,276,222
39,377,417 42,216,421 38,853,236

Expenses 2(b)
Governance (2,481,720) (2,707,164)  (2,002,679)
General purpose funding (404,056) (446,696) (307,300)
Law, order, public safety (1,049,151)  (1,015,237) (1,401,211)
Health (745,364) (788,573) (742,073)
Education and welfare (587,946) (737,232) (580,039)
Housing (860,897) (751,394) (742,808)
Community amenities (8,162,850) (9,257,846)  (8,483,658)
Recreation and culture (11,413,945) (12,232,552) (10,565,703)
Transport (12,345,614) (10,851,832) (12,759,452)
Economic services (2,856,083) (4,264,199) (3,054,017)
Other property and services (2,323,678) (2,283,793) (2,408,661)
(43,231,304) (45,336,518) (43,047,601)

Finance Costs 2(b)
Recreation and culture (91,836) (92,755) (118,981)
Economic services (966) 0 0
(92,802) (92,755) (118,981)
(3,946,689) (3,212,852) (4,313,346)
Non-operating grants, subsidies and contributions 2(a) 12,677669 13,782,824 7,023,995
Profit on disposal of assets 11(a) 7273 1,170 12,860
(Loss) on disposal of assets 11(a) (21,881) (80,223) (309,999)
12,563,061 13,703,771 6,726,856
Met result for the period 8,616,372 10,490,919 2,413,510

Other comprehensive income

Items that will not be reclassified subsequently to profit or loss

Changes in asset revaluation surplus 12 0 0 (20,829,964)
Total other comprehensive income for the period 0 0 (20,829,964)
Total comprehensive income for the period 8,616,372 10,490,919 (18,416,454)

This statement is to be read in conjunction with the accompanying notes.
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SHIRE OF BROOME

STATEMENT OF FINANCIAL POSITION

AS AT 30TH JUNE 2019

NOTE 2019 2018
$ $

CURRENT ASSETS
Cash and cash equivalents 3 42,169,411 45,133,347
Trade receivables 5 2,807,518 2,305,430
Inventories 6 49,463 34,015
Other assets 7 350,640 149,285
TOTAL CURRENT ASSETS 45,377,032 47,622,077
NON-CURRENT ASSETS
Trade receivables 5 32,159 17,430
Other financial assets 8 87,586 0
Property, plant and equipment 9 87,045,403 88,508,984
Infrastructure 10 294,728,403 278,788,414
TOTAL NON-CURRENT ASSETS 381,893,551 367,314,828
TOTAL ASSETS 427,270,583 414,936,905
CURRENT LIABILITIES
Trade and other payables 13 7,495,460 4,606,710
Borrowings 14(a) 739,456 619,827
Employee related provisions 15 1,955,626 2,214,146
TOTAL CURRENT LIABILITIES 10,190,542 7,440,683
NON-CURRENT LIABILITIES
Borrowings 14(a) 2,659,956 1,699,411
Employee related provisions 15 475,965 469,063
TOTAL NON-CURRENT LIABILITIES 3,135,921 2,168,474
TOTAL LIABILITIES 13,326,463 9,609,157
NET ASSETS 413,944,120 405,327,748
EQUITY
Retained surplus 127,524,101 116,134,519
Reserves - cash backed 4 35,273,696 38,046,906
Revaluation surplus 12 251,146,323 251,146,323
TOTAL EQUITY 413,944,120 405,327,748

This statement is to be read in conjunction with the accompanying notes.
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SHIRE OF BROOME
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30TH JUNE 2018

RESERVES
RETAINED CASH REVALUATION TOTAL
NOTE SURPLUS BACKED SURPLUS EQUITY
$ $ $ $
Balance as at 1 July 2017 120,385,478 31,382,437 271,976,287 423,744,202
Comprehensive income
Net result for the period 2,413,510 0 0 2,413,510
Other comprehensive income 12 0 0 (20,829,964) (20,829,964)
Total comprehensive income 2,413,510 0 (20,829,964) (18,416,454)
Transfers from/(to) reserves (6,664,469) 6,664,469 0 0
Balance as at 30 June 2018 116,134,519 38,046,906 251,146,323 405,327,748
Comprehensive income
Net result for the period 8,616,372 0 0 8,616,372
Total comprehensive income 8,616,372 0 0 8,616,372
Transfers from/(to) reserves 2,773,210 (2,773,210) 0 0
Balance as at 30 June 2019 127,524,101 35,273,696 251,146,323 413,944,120

This statement is to be read in conjunction with the accompanying notes.
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SHIRE OF BROOME
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30TH JUNE 2019

2019 2019 2018
NOTE Actual Budget Actual
$ $ $

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts
Rates 22,284,359 22,360,273 22,141,540
Operating grants, subsidies and contributions 2,299,955 6,345,984 2,872,489
Fees and charges 9,908,218 11,092,800 10,871,793
Interest received 1,476,449 1,121,872 1,304,843
Goods and services tax received 1,269,719 0 2,991,537
Other revenue 1,534,314 1,259,156 1,047,668

38,773,014 42,180,085 41,229,870
Payments
Employee costs (15,068,488) (16,678,338)  (15,424,327)
Materials and contracts (6,685,019)  (13,417,528) (8,523,582)
Utility charges (1,882,925) (2,002,962) (1,769,449)
Interest expenses (31,301) (92,755) (119,839)
Insurance paid (657,408) (657,174) (630,726)
Goods and services tax paid (3,943,577) 0 (3,098,829)
Other expenditure (2,613,860) (3,144,792) (2,700,647)

(30,882,578)  (35,993,549) (32,267,399)
Net cash provided by (used in)
operating activities 16 7,890,436 6,186,536 8,962,471

CASH FLOWS FROM INVESTING ACTIVITIES
Payments for purchase of

property, plant & equipment (2,199,719) (4,265,801) (3,178,496)
Payments for construction of infrastructure (22,385,310)  (23,669,561) (5,067,817)
Non-operating grants,
subsidies and contributions 12,577,669 13,782,824 7,023,995
Proceeds from sale of property, plant & equipment 72,814 238,000 379,552
Net cash provided by (used in)

investment activities (11,934,546)  (13,914,538) (842,7686)

CASH FLOWS FROM FINANCING ACTIVITIES

Repayment of borrowings (619,826) (619,827) (592,742)
Proceeds from new borrowings 1,700,000 1,700,000 0
Net cash provided by (used In)

financing activities 1,080,174 1,080,173 (592,742)
Net increase (decrease) in cash held (2,963,936) (6,647,829) 7,526,963
Cash at beginning of year 45,133,347 39,593,284 37,606,384
Cash and cash equivalents
at the end of the year 16 42,169,411 32,945,455 45,133,347

This statement is to be read in conjunction with the accompanying notes.
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SHIRE OF BROOME
RATE SETTING STATEMENT
FOR THE YEAR ENDED 30TH JUNE 2019

2019 2019 2018
NOTE Actual Budget Actual
$ $ $
OPERATING ACTIVITIES
Net current assets at start of financial year - surplus/{deficit) 23 (b) 4,346,500 3,763,179 3,606,464
4,346,500 3,763,179 3,606,464
Revenue from operating activities (excluding rates)
Governance 614,432 399,596 22,907
General purpose funding 2,311,202 1,338,712 2,287,446
Law, order, public safety 128,540 138,743 186,974
Health 197,486 189,761 208,293
Education and welfare 24,000 90,000 19,770
Housing 716,548 622,164 585,062
Community amenities 6,421,517 7,598,727 7,164,053
Recreation and culture 1,340,966 1,473,656 1,644,971
Transport 1,682,022 2,641,520 1,448,213
Economic services 1,033,114 3,103,330 1,082,865
Other property and services 2,522,237 2,244,733 2,284,033
16,992,064 19,840,942 16,934,587
Expenditure from operating activities
Governance (2,481,720) (2,707,164) (2,005,502)
General purpose funding (404,056) (446,696) (307,300)
Law, order, public safety (1,055,516) (1,022,337) (1,410,163)
Health (745,364) (788,573) (745,194)
Education and welfare (587,946) (737,232) (580,039)
Housing (860,897) (751,394) (742,808)
Community amenities (8,173,819) (9,276,019) (8,483,658)
Recreation and culture (11,505,781)  (12,329,557)  (10,684,684)
Transport (12,345,614) (10,851,832) (12,759,452)
Economic services (2,857,049) (4,264,199) (3,054,017)
Other property and services (2,328,225) (2,334,493) (2,703,764)
(43,345,987)  (45,509,496)  (43,476,581)
Non-cash amounts excluded from operating activities 23(a) 9,840,185 9,746,735 13,450,498
Amount attributable to operating activities (12,167,238) (12,158,640) (9,485,032)
INVESTING ACTIVITIES
Mon-operaling grants, subsidies and contributions 12,577,669 13,782,824 7,023,995
Proceeds from disposal of assets 11(a) 72,814 238,000 379,552
Purchase of property, plant and equipment 9(a) (2,199,719) (4,265,801) (3,178,496)
Purchase and construction of infrastructure 10(a) (22,385,310) (23,669,561) (5,067,817)
Amount attributable to investing activities (11,934,546) (13,914,538) (842,766)
FINANCING ACTIVITIES
Repayment of borrowings 14(b) (619,826) (619,827) (592,742)
Proceeds from borrowings 14(c) 1,700,000 1,700,000 V]
Transfers to reserves (restricted assets) 4 (7,113,415) (4,289,032) (8,974,332)
Transfers from reserves (restricted assets) 4 9,886,625 6,905,388 2,309,863
Amount attributable to financing activities 3,853,384 3,696,529 (7,257,211)
Surplus/(deficit) before imposition of general rates (20,248,400)  (22,376,649)  (17,585,009)
Total amount raised from general rates 22 22,392,626 22,376,649 21,931,509
Surplusl/(deficit) after imposition of general rates 23(b) 2,144,226 0 4,346,500

This statement is to be read in conjunction with the accompanying notes.
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SHIRE OF BROOME
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2019

1. 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 Interprefations
of the Australian Accounting Standards Board, and the Local
Government Act 1995 and accompanying regulations.

The Local Government (Financial Management) Requlations

1996 take precedence over Australian Accounting Standards.

Regulation 16 prohibits a local government from recognising
as assets Crown land that is a public thoroughfare, such as
land under roads, and land not owned by but under the
control or management of the local government, uniess itis a
golf course, showground, racecourse or recreational facility

of State or regional significance. Consequently, some assets.

including land under roads acquired on or after 1 July 2008,
have not been recognised in this financial report. This is not
in accordance with the requirements of AASE 1057 Land
Under Roacis paragraph 15 and AASE 116 Property, Plant
and Equipment paragraph 7

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

Al 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.

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 25 to these financial statements.
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SHIRE OF BROOME

NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2019

2. REVENUE AND EXPENSES

(a) Revenue

Grant Revenue
Grants, subsidies and ions are incll as both op g and i in the St; of
Comprehensive Income:
2019 2019 2018
Actual Budget Actual

$ s H
(o] ing grants, subsidies and contr
Governance 231,880 340,000 8,186
General purpose funding 1,903,512 900,904 1,837,256
Health '] 2,000 2198
Education and welfare 24,000 90,000 15,000
Community amenities 66,671 10,000 5,000
Recreation and culture 112,540 213,530 372,598
Transport 1,512,818 2,501,380 1,287,446
Economic services 50,000 2,221,360 167,356
Other property and services 76,803 86,770 189,302

3,978,224 6,365,944 3,884,342

N: ing grants, subsidies and contributions
Law, order, public safety 0 1,200,000 0
Community amenities 200,000 0 255,000
Recreation and culture 5,229,229 8,084,638 194,933
Transport 2,937,562 1,868,192 1,498,892
Economic services 4,118,408 2,629,994 4,950,000
Other property and services 92,470 0 125,170

12,577,669 13,782,824 7,023,995
Total grants, subsidies and ibutions 16,555,893 20,148,768 10,908,337
SIGNIFICANT ACCOUNTING POLICIES
Grants, donati and other contrik Grants, d and other buti c )
Grants, d i and other contribul are a particular pericd, and those it were ged

recognised as revenues when the lecal government

obtains control over the assets comprising the contributions.

Where contributions recognised as revenues during the
reporting period were obtained en the condition that they

be expended in a particular manner or used over

as at the reporting date, the nature of and amounts pertaining
to those undischarged conditions are disclosed in Note 21,

That note also discloses the amount of contributions

recognised as revenues in a previous reporting pericd which

were obtained in respect of the local govemment's
operations for the current reporting period.

| 10
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SHIRE OF BROOME
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2019

2, REVENUE AND EXPENSES (Continued)

2019 2019 2018
(a) Revenue (Continued) Actual Budget Actual
$ $ H

Other revenue
Reimt and rec i 1,604,115 1,238,656 940,674
Other 17,785 20,500 47,919

1,621,900 1,259,156 988,593
Fees and Charges
General purpose funding 91,370 0 72,683
Law, order, public safety 77,234 80,500 159,633
Health 194,460 102,948 203,114
Education and welfare 0 187,761 ]
Housing 716,548 620,814 582,673
Community amenities 5,825,122 7.180,095 6,715,597
Recreation and culture 1,115,995 1,159,666 1,168,998
Transport 3,564 25,000 25,603
Economic services 910,772 745,886 769,708
Other property and services 973,153 980,130 1,045,940

9,908,218 11,092,800 10,743,949
There were no changes during the year to the amount of the
fees or charges detailed in the original budget.
Interest earnings
Reserve accounts interest 951,628 685,860 783,428
Rates instalment and penalty interest (refer Note 22(c)) 315438 280,000 283,215
Other interest earnings 209,383 156,012 238,200

1,476,449 1,121,872 1,304,843

2019 2019 2018
(b} Expenses Actual g Actual
$ s s
Auditors remuneration
- Audit of the Annual Financial Report 59,000 30,000 28,102
- Other services 3,700 21,500 5,769
62,700 51,500 33.8M
Interest expenses (finance costs)
Borrowings (refer Note 14(b)) 92,802 92,755 118,981
92,802 92,755 118,981

| 11
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SHIRE OF BROOME
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2019

3. CASH AND CASH EQUIVALENTS NOTE 2019 2018
$ $
Cash at bank and on hand 42,169,411 45,133,347
42,169,411 45,133,347
Comprises:
- Unrestricted cash and cash equivalents 6,135,600 7,086,441
- Restricted cash and cash equivalents 36,033,811 38,046,906
42,169,411 45,133,347

The following restrictions have been imposed by
regulations or other externally imposed requirements:

Reserve accounts

Reserves cash backed - Leave Reserve 4 1,051,077 1,592,185
Reserves cash backed - Restricted Cash 4 712,179 5,045,885
Reserves cash backed - Community Sponsorship 4 61,744 84,449
Reserves cash backed - EDL Sponsorship 4 145,188 182,370
Reserves cash backed - Road Reserve 4 2,061,646 2,764,619
Reserves cash backed - Public Art Reserve 4 167,571 162,747
Reserves cash backed - Carpark Reserve 4 533,886 485,090
Reserves cash backed - Footpath Reserve 4 2,179,884 2,338,141
Reserves cash backed - BRAC (Leisure Centre)
Reserve 4 98,488 54,376
Reserves cash backed - Public Open Space 4 3,385,685 2,300,553
Reserves cash backed - Drainage reserve 4 1,693,989 1,839,820
Reserves cash backed - Plant 4 2,026,247 1,559,839
Reserves cash backed - Buildings 4 2,647,091 3,451,747
Reserves cash backed - Refuse Site Reserve 4 3,259,028 3,377,488
Reserves cash backed - Regional Resource
Recovery Park Reserve 4 14,243,536 12,190,279
Reserves cash backed - IT & Equipment 4 518,998 432,473
Reserves cash backed - Kimberley Zone 4 487,459 184,845
35,273,696 38,046,906
Other restricted cash and cash equivalents
Bonds and deposits held 25 760,115 0
Total restricted cash and cash equivalents 36,033,811 38,046,906
SIGNIFICANT ACCOUNTING POLICIES
Cash and cash equivalents Cash and cash equivalents (Continued)
Cash and cash equivalents include cash on hand, cash at bank, and which are subject to an insignificant risk of
deposits available on demand with banks and other short term changes in value and bank overdrafts. Bank overdrafts
highly liquid investments with original maturities of three months are reported as short term borrowings in current
or less that are readily convertible to known amounts of cash liabilities in the statement of financial position.
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SHIRE OF BROOME
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2019

5. TRADE RECEIVABLES 2019 2018
$ $
Current
Rates receivable 917,077 794,223
Sundry receivables 883,293 903,729
GST receivable 490,250 292,871
Other current receivables 735,618 445,231
Allowance for impairment - rates (135,992) (106,676)
Allowance for impairment - sundry debtors (82,728) (23,948)
2,807,518 2,305,430
Non-current
Pensioner's rates and ESL deferred 32,159 17,430
32,159 17,430

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.

Trade receivables are recognised at original invoice
amount less any allowances for uncollectible amounts
(i.e. impairment). The carrying amount of net trade
receivables is equivalent to fair value as it is due for
settlement within 30 days.

Impairment and risk exposure

Information about the impairment of trade receivables
and their exposure to credit risk and interest rate risk
can be found in Note 24.

Previous accounting policy: Impairment of trade
receivables

In the prior year, the impairment of trade receivables was
assessed based on the incurred loss model. Individual
receivables which were known to be uncollectible were
written off by reducing the carrying amount directly. The
other receivables were assessed collectively to determine
whether there was objective evidence that an impairment
had been incurred but not yet identified. For these
receivables the estimated impairment losses were
recognised in a separate provision for impairment.

Classification and subsequent measurement
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.

Trade receivables are held with the objective to collect
the contractual cashflows and therefore measures them
subsequently at amortised cost using the effective
interest rate method.

Due to the short term nature of current receivables, their
carrying amount is considered to be the same as their
fair value. Non-current receivables are indexed to
inflation, any difference between the face value and fair
value is considered immaterial.

| 14
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SHIRE OF BROOME
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2019

6. INVENTORIES 2019 2018
$ $

Current
Fuel and materials 42,118 28,554
BRAC Stock 7,345 5,461

49 463 34,015
The following movements in inventories occurred during the year:
Carrying amount at 1 July 34,015 36,645
Inventories expensed during the year 0 (2,630)
Additions to inventory 15,448 0
Carrying amount at 30 June 49,463 34,015

SIGNIFICANT ACCOUNTING POLICIES

General

Inventories are measured at the lower of cost and net
realisable value.

Net realisable value is the estimated selling price in the
ordinary course of business less the estimated costs of
completion and the estimated costs necessary to make
the sale.

|15
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SHIRE OF BROOME
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2019

7. OTHER ASSETS

Other current assets
Bonds and deposits held by others
Prepayments

SIGNIFICANT ACCOUNTING POLICIES

Other current assets

Other non-financial assets include prepayments which
represent payments in advance of receipt of goods or
services or that part of expenditure made in one
accounting period covering a term extending beyond
that period.

2019 2018
$ $
47,159 48,978
303,481 100,307
350,640 149,285
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SHIRE OF BROOME
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2019

8. OTHER FINANCIAL ASSETS 2019 2018
$ $
Non-current assets
Other financial assets 87,586 0
87,586 0
Financial assets at fair value through profit and loss
- Unlisted equity investments
Financial assets at fair value through profit and loss - LG Housing Trust 87,586
87,586 0

SIGNIFICANT ACCOUNTING POLICIES

Other financial assets at amortised cost

The Shire classifies financial assets at amorlised cost if both of the

following criteria are met:

- the asset is held within a business model whose objective is to collect
the contractual cashflows, and

- the contractual terms give rise to cash flows that are solely payments
of principal and interest.

Financial assets at fair value through profit and loss
The Shire classifies the following financial assets at fair value through profit
and loss:
- debl investments which do not qualify for measurement at either
amortised cost or fair value through other comprehensive income.
- equity investments which the Shire has not elected to recognise
fair value gains and losses through other comprehensive income.

Impairment and risk
Information regarding impairment and exposure to risk can be found at
Note 24,

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Previous accounting policy: available for sale financial assets
Available-for-sale financial assets were non-derivative financial assets
that were either not suitable to be classified as other categories of
financial assets due to their nalure, or they are designaled as such by
management. They comprise investments in the equity of other enlities
where there is neither a fixed maturity nor fixed or determinable
payments.

Previous accounting policy: Loans and receivables

Non-derivative financial assets with fixed or determinable payments that
were nol quoted in an active market and are solely payments of principal
and interest were classified as loans and bles and are subsequently
measured at amortised cost, using the effective interest rate method.

Refer to Note 26 for explanations regarding the change in accounting policy
and reclassification of available for sale financial assels to financial assels
at fair value through profit and loss.
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SHIRE OF BROOME
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2018

11. PROPERTY, PLANT AND EQUIPMENT (INCLUDING INFRASTRUCTURE])

SIGNIFICANT ACCOUNTING POLICIES

Fixed assets

Each class of fixed assets within either plant and equipment or
infrastructure, is carried at cost or fair value as indicated less,
where applicable, any accumulated depreciation and impairment
losses.

Initial recognition and measurement between

mandatory revaluation dates

All assets are initially recognised at cost where the fair value of the
asset at date of acquisition is equal to or above $5,000. All assets
are subsequently revalued in accordance with the mandatory
measurement framework.

In relation to this initial measurement, cost is determined as the fair
value of the assets given as consideration plus costs incidental to
the acquisition. For assets acquired at no cost or for nominal
consideration, cost is determined as fair value at the date of
acquisition. The cost of non-current assets constructed by the
Shire includes the cost of all materials used in construction, direct
labour on the project and an appropriate proportion of variable and
fixed overheads.

Individual assets acquired between initial recognition and the next
revaluation of the asset class in accordance with the mandatory
measurement framework, are recognised at cost and disclosed as
being at fair value as management believes cost approximates
fair value. They are subject to subsequent revaluation at the

next anniversary date in accordance with the mandatory
measurement framework.

Revaluation

The fair value of fixed assets is determined at least every three
years and no more than five years in accordance with the
regulatory framework, At the end of each peried the valuation is
reviewed and where appropriate the fair value is updated to reflect
current market conditions. This process is considered to be in
accordance with Local Government (Financial Management)
Regulation 17A (2) which requires property, plant and equipment
to be shown at fair value.

Increases in the carrying amount arising on revaluation of assets
are credited to a revaluation surplus in equity. Decreases that offset
previous increases of the same class of asset are recognised
against revaluation surplus directly in equity. All other decreases
are recognised in profit or loss.

AUSTRALIAN ACCOUNTING STANDARDS - INCONSISTENCY
Land under control

In accordance with Local Government (Financial Management)
Regulation 16(a)(ii). the Shire was required to include as an asset
(by 30 June 2013), Crown Land operated by the local government
as a golf course, showground, racecourse or other sporting or
recreational facility of State or Regional significance.

Upon initial recognition, these assets were recorded at costin
accordance with AASB 116. They were then classified as Land
and revalued along with other land in accordance with the other
policies detailed in this Note.

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)
Reguiation 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.

| 22

2018-2019 Annual Financial Report

Page 41



Iltem 5.1 - ANNUAL FINANCIAL REPORT & AUDIT REPORT 2018/2019

€2 |

wawdinbe pue jugld

"Moj8q UMOYS aJe pajenasdep Ainj 194 95N W juaund aJe YoM SIS oY) A play s1esse jo anjea Bulues ssib ey

0ZL'6ZL  OZL'6ZL
0ZL'6ZL  OZTL'6ZTL
$ $
210z 6L0Z
(1e8'1z)  eL2'L vLEZL wv'is
(eez) 0 000'Lh  EETHL
(sovy) o €89°Z1 IBL'EL
(sge's) o 818’9 £8L'EL
(zsz'e) 0 060'F1L e
] £LT'L €LZTH 000's
(sos'sl o S6v 00004
[-TE B ssP'sk  elg'el
507 yoid Sp2020Id enpepn
jemoy lenjay aug yoog 19N
6102 6L0Z lemay  jenjoy
6102 840z
(666'60E)  098'ZL  Z55'BLE  169'9L9 (ezz'os) 041} 000'8EZ___ €S0°LLE (1g8'12) €22 ez zEv'ie
(esa'zar) o 0 £58'291 0 0 0 0 0 0 0 []
(obL'ipl) 098'ZL  ZESBLE  BEB'ELS (ezz'os)  oLV'h 000'862  €50'LLE (188'12) eL2'L rleze  wv'ie
$ $ $ s H H s H H s s s
s507 mead SpaI0id anjep 507 Weid Spaasold anjepn 5507 weug [ TTET TR TITTY
lenjoy lenjay aes Hoog 10N uom_u-m gﬂm_u_.-m ajes yoog 19N enoy lenioy aesg 3oog 19N
8102 810Z lemay oy 6102 6L0Z 1bpng  1ebpng 6402 6107 lemay ey
8102z 8102 BLOZ 6102 6102 &loz

08 Ul sjossy pojeisosdag King (q)

JBMON UD BpTY 9 Q uold Jejsewpunoid olol FIZLLd

QM QBJ M2ID 3IN XS XeW-Q NZns| ELLLd

S8 AL SIS - do Aey) [991S GED PIBPURIS bXp XS XBWN-Q NZNS| Ziblid
oy XS Xew-Q nzns) Aesl qed maid aMp AN Ekivid

(sD2d) QOZE MisBwWIEaLW S0 L JBPEOT [BBLWN IWIN EL8TLd

sea1Al08 pue Auadosd Joo

L9LLN8 Nl WEW Jaiem auiBu3 and 800ELd

(Joleuipioa) s1SEM) UBW XS XBW-Q NZns| QM do) AeiL qeD mau) InNELLLLd
sopuawe Aunwwen

wawdinb3a pue jue|g

~sead ay) Buunp jo pasodsip auam siasse Buwmogo) ey

sBuipung - $54604d Ul HOM
wawdinba pue jue|d

sjossy jo sjesodsig (e)

(panunuog) (IYNLINYLS VHANI ONIGNTIND LNIWLINDI ANV LNV ‘ALYIJONd "LL

6T0Z INNT HLOE A3AN3 ¥V3A IHL HO4
1¥0d3Y TVIDNYNI4 3HL 40 LYvd DNIWYO4 ANY 0L S3LON
JN00YE 40 FYUIHS

Page 42

2018-2019 Annual Financial Report



Iltem 5.1 - ANNUAL FINANCIAL REPORT & AUDIT REPORT 2018/2019

SHIRE OF BROOME

NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

FOR THE YEAR ENDED 30TH JUNE 2019

11. PROPERTY, PLANT AND EQUIPMENT (INCLUDING INFRASTRUCTURE) (Continued)

(c) Depreciation 2018 2019 2018
Actual Budget Actual
$ $ s

Buildings - non-specialised 1,757,755 1,733,108 1,733,104
Furniture and equipment 309,224 157,140 157,139
Plant and equipment 1,508,899 1,441,134 1,467,811
Roads 3,416,467 4,211,131 6,589,709
Footpaths, Carparks & Bridges 860,969 0 1,012,540
Drainage 683,552 E82,590 1,123,188
Recreation Areas 1,110,556 1,114,556 169,260
Infrastructure Others 373.777 328,023 680,808

10,021,199 9,667,682 12,933,560

SIGNIFICANT ACCOUNTING POLICIES
Depreciation

The depreciable amount of all fixed assets including buildings

Depreciation (Continued)
Yvhen an item of preperty. plant and equipment is

but excluding freehold land and vested land, are dep

on a straight-line basis over the individual asset’s useful life
from the time the asset is held ready for use. Leasehold
improvements are depreciated over the shorter of either the
unexpired pericd of the lease or the estimated useful life of
the improvements,

The assets residual values and useful lives are reviewed, and

adjusled if appropriate, at the end of each reperting pened.

An assel's carrying amount is wntten down immediately to its
recoverable amount if the asset's carrying amount 13 greater

than its estimated recoverable amount,

Gains and losses on disposals are determined by
comparing proceeds with the carrying amount. These
gains and losses are included in the statement of
comprehensive income in the peried in which they arise.

Depreciation rates
Typical estimated useful lives for the different asset classes

for the current and prior years are included in the table below:

lued. any I preci at the date of
the revaluation is treated in one of the fellowing ways:
(a) The gross carrying is adj dina
that is with the juation of the ying
amount of the asset. For example. the gross carrying
amount may be restated by reference to observable
market data or it may be restated proportionately to the
change in the carrying amount. The accumulated
depreciation at the date of the revaluation is adjusted
to equal the difference between the gross carrying
amount and the carrying amount of the asset after
taking into account accumulated impairment losses, or
(b) Eliminated against the gross carrying amount of the
asset and the net amount restated to the revalued
amount of the asset.

Depreciation rates Estimated Annual
Major depreciation periods used for each class of depreciable asset are. Useful Life Dep'n Rate
Wehicles (High Use 1 year replacement program) 4 years 25.00%
Ride on Mowers 5 years 20.00%
Cars & Light Vehicles (2 to 3 replacement program) G.67 years 15.00%
Trucks Small 2-5 tonne 6.67 years 15.00%
Trucks Medium 6-12 tonne 8 years 12.50%
Trucks Heavy =12 tenne & Medium Plant 10 years 10.00%
Plant Heavy, Graders, Scrapers, Dozers, etc 12 years 8.33%
Plant Portable (regular use) 5 years 20.00%
Plant Other (low use andlor long life) 16 years 6.25%
Computer Equi ) 4 years 25.00%
Furniture & Equipment 10 years 10.00%
Building Plant & Air Cenditioning 15 years B.67%
Buildings 40 years 2.50%
Buildings - Long Life Structures Infrastructure Fixed: 50 years 2.00%

F ion & (roads, reserves, landfill) 100 years 1.00%
Pavement (roads, car parks, reserves, landfill) 40 years 2.50%
Seals Asphalt 25 Years 4.00%
Seals Bitumen 15 Years 6.67%
Road Plant & Bus Shelters 20 years 5.00%
Bridges 80 years 1.25%
Drainage facililies 60 years 1.67%
Footpaths, Dual Use Paths 50 years 2.00%

| 24
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SHIRE OF BROOME
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2019

13. TRADE AND OTHER PAYABLES 2019 2018
$ $

Current
Sundry creditors 5,101,744 2,705,671
Rates paid in advance 307,254 245,753
Accrued salaries and wages 473,218 444,752
ATO liabilities 0 13,239
Bonds and customer deposits 760,115 159,401
Accrued and other liabiliies 853,129 1,037,894

7,495,460 4,606,710

SIGNIFICANT ACCOUNTING POLICIES

Trade and other payables

Trade and other payables represent liabilities for goods
and services provided to the Shire prior to the end of the
financial year that are unpaid and arise when the Shire
becomes obliged to make future payments in respect

of the purchase of these goods and services. The amounts
are unsecured, are recognised as a current liability and are
normally paid within 30 days of recognition,

2018-2019 Annual Financial Report Page 45
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SHIRE OF BROOME

MNOTES TO AND FORMING PART OF THE FINANCIAL REPORT

FOR THE YEAR ENDED 30TH JUNE 2019

14, INFORMATION ON BORROWINGS (Continued)

(c) New Borrowings - 2018/19

A t B d A nt (Used) Total Actual
Loan Term Interest 2019 2018 2019 2018 Interest &  Balance
Institution Type Years Rate Actual Budget Actual Charges Unspent
Particulars/Purpose % s s $ s s $
Chinatown Revitalisation Project WATC Fixed-Term 10 1.89% 1,700,000 1,700,000 1,700,000 1,700,000 966 0
1,700,000 1,700,000 1,700,000 1,700,000 966 0
2019 2018
(d) Undrawn Borrowing Facilities $ $
Credit Standby Arrangements
Bank overdraft limit 700,000 700,000
Barnk overdraft at balance date 0 o
Credit card limit 25,000 25,000
Credit card balance at balance date (6,858) 0
Total amount of credit unused 718,142 725,000
Loan facilities
Loan facilities - current 739,456 619,827
Loan facilities - non-current 2,659,956 1,699,411
Total facilities in use at balance date 3389412 2,319,238

SIGNIFICANT ACCOUNTING POLICIES
Finaneial liabilities

Financial liabilities are recognised at fair value when the Shire becomes
a party to the contractual provisions to the instrument,

Borrowing costs

Borrowing costs are recognised as an expense when incurred except
where they are directly attributable to the acquisition. construction or
preduction of a qualifying asset. Where this is the case, they are

(excluding financial g are
subsequently measured at amortised cost. Gains or losses are

recognised in profit or loss,

d as part of the cost of the particular asset untl such time
as the asset is substantially ready for its intended use or sale.

Risk

Financial liabilities are derecognised where the related cbligations are
discharged, cancelled or expired. The difference between the carrying
amount of the financial liability extinguished or transferred to another
party and the fair value of the consideration paid, including the transfer
of non-cash assets or liabilities assumed, is recognised in profit or loss.

Inf i d {o risk can be found at Note 24.

d g SAP
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SHIRE OF BROOME
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2019

15. EMPLOYEE RELATED PROVISIONS

Employee Related Provisions

Opening balance at 1 July 2018
Current provisions
Non-current provisions

Additional provision
Amounts used
Balance at 30 June 2018

Comprises
Current
MNon-current

Amounts are exp d to be on the fi
Less than 12 months after the reporting date
More than 12 months from reporting date

g basis:

Provision for Provision for

Annual Long Service
Leave Leave Total
$ $ $
1,355,813 858,333 2,214,146
0 469,063 469,063
1,355,813 1,327,396 2,683,209
0 158,931 158,931
(410,549) 0 (410,549)
945,264 1,486,327 2,431,591
945,264 1,010,362 1,955,626
0 475,965 475,965
945,264 1,486,327 2,431,591
2019 2018
$ $
1,380,514 1,091,024
1,051,077 1,592,185
2,431,591 2,683,209

Timing of the payment of current leave liabilities is difficult to determine as it is dependent on future decisions of employees.
Expecled settlement timings are based on information obtained from employees and historical leave trends and assumes no

events will occur to impact on these historical trends.

SIGNIFICANT ACCOUNTING POLICIES

Employee benefits

Short-term employee benefits

Provision is made for the Shire's obligations for shorl-term
employee benefits, Short-term employee benefits are
benefits (other than termination benefits) that are expected
to be settled wholly before 12 months after the end of the
annual reporting period in which the employees render the
related service, including wages, salaries and sick leave.
Short-term employee benefits are measured at the
(undiscounted) amounts expected to be paid when the
abligation is seltled.

The Shire's obligations for short-term employee benefils
such as wages, salaries and sick leave are recognised as
a part of current frade and other payables in the statement
of financial position.

Other long-term employee benefits

The Shire's obligations for employees’ annual leave and long
service leave enlitlements are recognised as provisions

in the statement of financial positien.

Long-term employee benefits are measured at the present
value of the expected future payments to be made to
employees, Expected fulure payments incorporate
anlicipated future wage and salary levels, durations of
senvice and employee departures and are discounted at

Other long-term employee benefits (Continued)

rates determined by reference to market yields al the end

of the reporting pericd on government bonds that have
maturity dales that approximate the terms of the obligations.
Any remeasurements for changes in assumplions of
obligations for other long-term employee benefits are
recognised in profit or loss in the periods in which the
changes occur,

The Shire's obligations for long-term employee benefils are
presented as non-current provisions in its statement of
financial position, except where the Shire does not have an
unconditional right to defer setllement for at leas! 12 months
after the end of the reperting period, in which case the
obligations are presented as current provisions.

Provisions

Provisions are recognised when the Shire has a present
legal or constructive obligation, as a result of past events,
for which it is probable that an outflow of economic benefits
will result and that outflow can be reliably measured.

Provisions are measured using the best estimate of the

amounts required lo settle the obligation al the end of the
reporting period.
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SHIRE OF BROOME
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2019

16. NOTES TO THE STATEMENT OF CASH FLOWS

Reconciliation of Cash

For the purposes of the Statement of Cash Flows, cash includes cash and cash equivalents,
net of outstanding bank overdrafts. Cash at the end of the reporting period is reconciled to the
related items in the Statement of Financial Position as follows:

2019 2019 2018
Actual Budget Actual
$ $ $
Cash and cash equivalents 42,169,411 32,945,455 45,133,347
Reconciliation of Net Cash Provided By
Operating Activities to Net Result
Net result 8,616,372 10,490,919 2,413,510
Non-cash flows in Net result:
Depreciation 10,021,199 9,667,682 12,933,560
(Profit)/loss on sale of asset 14,608 79,053 297,139
Recognition of units in LG Housing Trust (87,586) 0 0
Changes in assets and liabilities:
(Increase)/decrease in receivables (516,817) (36,336) (712,146)
(Increase)/decrease in other assets (201,355) 0 (10,049)
(Increase)/decrease in inventories (15,448) 0 2,630
Increase/(decrease) in payables 2,888,750 (265,066) 852,648
Increase/(decrease) in provisions (251,618) 33,108 209,174
Grants contributions for
the development of assets (12,577,669)  (13,782,824) (7,023,995)
Net cash from operating activities 7,890,436 6,186,536 8,962,471
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SHIRE OF BROOME
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2019

17. TOTAL ASSETS CLASSIFIED BY FUNCTION AND ACTIVITY

2019 2018
$ $
Governance 632,650 367,216
General purpose funding 9,046,506 12,837,305
Law, order, public safety 484,314 536,302
Health 9,747 10,966
Housing 3,665,222 3,687,477
Community amenities 55,759,713 53,302,616
Recreation and culture 48,028,679 43,652,690
Transport 249,561,564 237,068,421
Economic services 6,684,086 7,294,156
Other property and services 39,788,362 38,284,610
Unallocated 13,609,740 17,895,146

427,270,583 414,936,905
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SHIRE OF BROOME
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2019

18. CONTINGENT LIABILITIES
The Shire is currently negotiating with Downer EDI Works (Downer) in relation to a number
of variatons for the Chinatown Revitalisation Project amounting to $322,000. The Shire
offered a full and final settlement of $8,090,000, whereas Downer are willing to accept
$8,422,000.

Subsequent to 30 June 2019 but before the issue of this financial report, the negotiation
remained on-going and the outcome of the matter cannot be estimated reliably. Additional
expenses are estimated to be $300,000 to $400,000 if the matter is escalated to
arbitration.
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SHIRE OF BROOME
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2019

19. CAPITAL AND LEASING COMMITMENTS

2019 2018
$ $
(a) Capital Expenditure Commitments
Contracted for:
- capital expenditure projects 87,432 2,017,266
- plant & equipment purchases . 332,641 0
420,073 2,017,266
Payable:
- not later than one year 420,073 2,017,266
(b) Operating Lease Commitments

Non-cancellable operating leases contracted for but
not capitalised in the accounts.

2019 2018
Payable: $ $
- not later than one year 384,181 298,261

384,181 298,261

SIGNIFICANT ACCOUNTING POLICIES
Leases Leases (Continued)
Leases of fixed assets where substantially all the Leased assets are depreciated on a straight
risks and benefits incidental to the ownership of line basis over the shorter of their estimated
the asset, but not legal ownership, are transferred useful lives or the lease term.

to the Shire, are classified as finance leases.
Lease payments for operating leases, where

Finance leases are capitalised recording an asset substantially all the risks and benefits remain
and a liability at the lower of the fair value of the with the lessor, are charged as expenses on a
leased property or the present value of the straight line basis over the lease term.
minimum lease payments, including any

guaranteed residual values. Lease payments Lease incentives under operating leases are
are allocated between the reduction of the lease recognised as a liability and amortised on a
liability and the lease interest expense for the straight line basis over the life of the lease term.
period.
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SHIRE OF BROOME
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2019

20. RELATED PARTY TRANSACTIONS
Elected Members Remuneration

The following fees, expenses and allowances were

paid to council members and/or the President.

Meeting Fees

President's allowance

Deputy President's allowance
Travelling expenses
Telecommunications allowance

Key Management Personnel (KMP) Compensation Disclosure

The total of remuneration paid to KMP of the
Shire during the year are as follows:

Short-term employee benefits

Post-employment benefits
Other long-term benefits

Short-term employee benefits

2019 2019 2018
Actual Budget Actual
$ $ $
156,817 161,130 161,455
47,045 47,045 47,045
11,761 11,761 11,761
46,407 53,450 49,210
30,625 31,500 31,500
292,655 304,886 300,971
2019 2018
Actual Actual
$ $
790,300 744,067
80,181 94,851
11,184 9,900
881,665 848,818

These amounts include all salary, fringe benefits and cash bonuses awarded to KMP except

for details in respect to fees and benefits paid to elected members which may be found above.

Post-employment benefits

These amounts are the current-year's estimated cost of providing for the Shire's superannuation

contributions made during the year.

Other long-term benefits

These amounts represent long service benefits accruing during the year.

Termination benefits

These amounts represent termination benefits paid to KMP (Note: may or may not be

applicable in any given year).
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SHIRE OF BROOME
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2019

20. RELATED PARTY TRANSACTIONS (Continued)

Transactions with related parties

Transactions between related parties and the Shire are on normal commercial terms and conditions,
no more favourable than those available to other parties, unless otherwise stated.

No outstanding balances or provisions for doubtful debts or guaranties exist in relation to related parties at year end.

2019 2018
The following transactions occurred with related parties: Actual Actual
$ $
Sale of goods and services 151,889 285,708
Purchase of goods and services 321,803 80,696

Related Parties
The Shire's main related parties are as follows:

i. Key management personnel
Any person(s) having authority and responsibility for planning, directing and controlling the activities
of the entity, directly or indirectly, including any elected member, are considered key management
personnel,

ii. Other Related Parties
The associate person of KMP was employed by the Shire under normal employement terms
and conditions.

ifi. Entities subject to significant influence by the Shire
An entity that has the power to participate in the financial and operating policy decisions of an
entity, but does not have control over those policies, is an entity which holds significant influence.
Significant influence may be gained by share ownership, statute or agreement.
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SHIRE OF BROOME
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2019

21. CONDITIONS OVER GRANTS/CONTRIBUTIONS

Opening Closing Closing
Bal " poceived @ E ded™  Bal ™ Recoived ® Expended™ B
Grant/Contribution 100THT 2017118 2017118 30/06/18 201819 201819 30/06/19
$ $ $ $ $ $ $
Governance
Don't Zoom in Broome Project Granl 2,096 1] 1] 2,096 0 0 2,096
EDL sponsorship and spent 210,361 5,615 (33,605) 182,311 5,406 (42,589) 145,188
DLGC National Youth Week Grant 247 0 o 247 ] 0 247
Basketball C 0 6,546 0 6.546 0 (6.546) 0
Law, order, public safety
EESA State Service & Bush Fire Bridgade Operational and Grant 17.003 0 p 17003 o 0 17,003
nding
Health
Clean Up Aboriginal C ities Operalional Grant 16,136 0 0 16,136 0 0 16,136
m::r:mealth - FIMMWA Control yC Funding for 6.974 " 4.390) 2,584 0 (2584) 0
Ec:ﬁucatbon and welfarol " e Provaciton Pia
nt - Ml s n
e L e S Sy S A e LG gy, w0 o am
D of y-G | - Hypernight Grant 2,500 o 0 2,500 0 0 2,500
Care of Families & Children Granls - Broome llerants Strategy 9,507 o 0 9,507 0 L] 9,507
Community amenities
OTCAM Donation fer Broome Cemetery Committee from Mollie Bean 150 1] 150 0 0 150
Rangelands NRM Water Quality Monitoring Program - P lion of Envi 1,001 0 0 1091 [] [/} 1,09
Landcorp Devel Contributions Plan and Sch Amend| 62,376 0 1] 62.376 0 0 62376
Regional Venue Prog) g & Business Develof (Raise the Roof) Grant 0 160,000 0 160,000 0 (89,871) 70,129
Loan 193 Civic Centre redevelopment, Fredrick St Truck Drainage & BRAC upgrade 1] 0 0 0 35275 1] 35.275
Recreation and culture
Parks and Ovals Grants - Lions Club BBQ grant. 330 0 0 330 [] 0 330
Stale Library of WA - Library Grant 4,555 7,000 (7.674) 3881 L] (3.881) ]
g Areas & - Point Jetty Planning Grant REFS 38,300 0 0 38,300 0 0 38,300
Grant from Sport 4 All - Kidsport Grant 9818 [} 0 9818 [} 0 9.818
Landcorp Develop Conlribution BRAC aquatic upgrade 131,744 0 0 131,744 0 0 131,744
Transport
Road Maintenance - Office Native Tille Morrell Park mainienance 229,330 0 (2674) 226,656 [] (6.209) 220,447
Roads to Recovery Unspent Grant re Clementson St Upgrade Infra Stage 3 14,104 [} 0 14,104 0 0 14,104
Roads to Recovery Unspent Grant re Unallocated 23,101 1] ] 23,101 [] 0 23,101
MRD Grant Remote Access Road Grant - (Broome - Cape Leveque Road) 1,006 1] ] 1,006 [] 1] 1,006
Street Lighting Const Grant Undergmd Power C/Town Upgrade 48 '] 0 48 L] [/} 48
WALGA Grant Road Safety Activilies 1,200 0 0 1,200 0 0 1,200
Black Spot Federal - Hamersley Napier 405,738 '] (405,738) 0 0 0 0
Crab Creek Road - Waler Corporation contribution 129,897 1] (129,897) o L] [} 0
Indigenous Access Roads Program Cape Leveque o 235667 (132,343) 103,324 0 (103.324) 1]
Roads o Recovery - Hunter Street Stage 2 0 32129 0 32129 0 (32.129) 0
Economic services
Tourigm Grants - Visitors Cenler & Railway Line Project 50,000 0 0 50,000 L] 0 50,000
Chi R = Royallies for Regh 658,808 4,750,000 (1.814010) 3,594,888 0 (3,594.,888) 0
Chinatown Revilalisalion - Tourism WA 133,000 267,000 0 400,000 0 (400,000) 0
Tourism WA - Black Waste Dump Point 23,880 0 (23,880) 0 (] ] ]
Landcorp - Broome Growth Plan Parnership 0 100,356 (13,950) 86,406 [] (86,406) 0
Other property and services
Rio Tinto Contribution Apprentice Incubation Prog 21,350 44,527 (24.228) 41,649 0 (40,000) 1,649
Total 2,208662 5608840  (2,592389) 5.225.113 40681 (4,408,427) 857,367
2019 2018
Portion of pended g held in R Funds - Cash 712179 5042743
Portion of [ ions held in Reserve Funds - EDL Sponsorship 145,188 182,370
857,367 5,225,113
Notes:
H] = Grants/contnibations I\'(Oﬁllﬁl‘ﬂ 5 FEVENUD N A Provieus reporting NIIU’J which wire not |-lp¢.‘|1’J\-d atthe close of the previous reparting penod.
' (2) - New grants/contributions which were recogiésed a5 revenuas ding the reporting penicd and which had nol yet been fully expended in the manner speafed by he contritutor,
13- G which had been recognised as rovenues in a previous 1eportng penad of received in the currént 1eporng pensd and wiich weie expended o the
eurrent reporting periad in the manner spocified by the contihutar, -
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SHIRE OF BROOME
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2019

22. RATING INFORMATION (Continued)

(c) Interest Charges & Instalments

Instalment Instalment Unpaid Rates
Date Plan Plan Interest
Instalment Options Due Admin Charge Interest Rate Rate
$ % %
Single full payment 23 Aug 2018 0.00 0.00% 11.00%
First instalment 23 Aug 2018 7.00 5.50% 11.00%
Second instalment 10 Jan 2019 7.00 5.50% 11.00%
First instalment 23 Aug 2018 7.00 5.50% 11.00%
Second instalment 250ct 2018 7.00 5.50% 11.00%
Third instalment 10 Jan 2019 7.00 5.50% 11.00%
Fouth instalment 14 Mar 2019 7.00 5.50% 11.00%
2019 2019 2018
Actual Budget Actual
$ $ $
Interest on unpaid rates 183,904 150,000 150,320
Interest on instalment plan 131,534 130,000 132,895
Charges on instalment plan 58,540 42,000 40,978
Payment arrangement fee 32,830 38,500 7,505
406,808 360,500 331,698
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SHIRE OF BROOME
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2019

23. RATE SETTING STATEMENT INFORMATION

(a) Non-cash amounts excluded from operating activities

The following non-cash revenue or expenditure has been excluded
from amounts attributable to operating activities within the Rate Setting
Statement in accordance with Financial Management Regulation 32.

Adjustments to operating activities
Less: Profit on asset disposals
Less: Movement in liabilities associated with restricted cash
Less: Non-cash gain on recognition of financial assets

at fair value through profit or loss
Movement in pensioner deferred rates (non-current)
Movement in employee benefit provisions (non-current)
Add: Loss on disposal of assets
Add: Depreciation on assets
Non cash amounts excluded from operating activities

(b) Surplus/(deficit) after imposition of general rates

The following current assets and liabilities have been excluded
from the net current assets used in the Rate Setting Statement
in accordance with Financial Management Regulation 32 to

agree to the surplus/(deficit) after imposition of general rates.

Adjustments to net current assets as per balance sheet
Less: Reserves - restricted cash

Less: Bonds and deposits held by others

Add: Borrowings

Add: Liability not expected to be paid within 12 months

Total adjustments to net current assets as per balance sheet

Net current assets used in the Rate Setting Statement
Total current assets

Less: Total current liabilities

Less: Total adjustments to net current assets

Net current assets used in the Rate Setting Statement

2018119
2018119 Budget 201819
(30 June 2019 (30 June 2019 (1 July 2018
Carried Carried Brought
Note Forward) Forward) Forward)
$ $ $

11(a) (7,273) (1,170) (12,860)
(100,209) 0 0
(87,586) 0 0
(14,729) 0 (369)
6,902 0 220,168
11(a) 21,881 80,223 309,999
11(c) 10,021,199 9,667,682 12,933,560
9,840,185 9,746,735 13,450,498
3 (35,273,696) (30,499,558) (38,046,906)
(100,209) 0 0
14(a) 739,456 835,202 619,827
1,692,185 1,392,788 1,582,185
(33,042,264) (28,271,568) (35,834,894)
45,377,032 34,450,667 47,622,077
(10,190,542) (6,179,099) (7,440,683)
(33,042,264) (28,271,568) (35,834,894)
2,144,226 0 4,346,500
| 40
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SHIRE OF BROOME
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2019

24. FINANCIAL RISK MANAGEMENT

This note explains the Shire's exp to financial risks and how these risks could affect the Shire's future financial

performance.

Risk Exposure arising from M t

Market risk - interest rate Long term HigS atvante Sensm'\nly Utilise fixed interest rate borrowings
rates analysis

Cash and cash equivalents, trade
Credit risk receivables, financial assets and
debt investments

Aging analysis  Diversification of bank deposits,
Credit analysis  credit limits. Investment policy

Rolling cash flow Availablity of commited credit lines

Liquidity risk Borrowings and other liabilities f -~ and t ing faciities

The Shire does not engage in transaclions exp d in foreign ies and is therefore not subject to foreign currency risk.

Financial risk management is carried out by the CEO under policies approved by the Council. The CEO through Management
identifies, evaluates and manages financial risks in close co-operation with the operating divisi Council have
approved the overall risk management policy and provide policies on specific areas such as invesiment policy.

(a) Interest rate risk

Cash and cash equivalents

The Shire's main interest rale risk arises from cash and cash equivalents with variable interest rates, which exposes the
Shire to cash flow interest rate risk. Short term overdraft facilities also have variable interest rates however these are
repaid within 12 months, reducing the risk level to minimal.

Excess cash and cash equivalents are invested in fixed interest rate term deposits which do not expose the Shire to cash
flow interest rate risk. Cash and cash equi quired for working capital are held in variable interest rate accounts

and non-interest bearing accounts. Carrying amounts of cash and cash equivalents at the 30 June and the weighted average
interest rate across all cash and cash equivalents and term deposits held disclosed as fi ial assets at rtised cost

are reflected in the table below.

Weighted
Average Carrying Fixed Variable Non Interest
Interest Rate Amounts Interest Rate Interest Rate Bearing
% [ N $ s
2019
Cash and cash equivalents 2.39% 42,169,411 0 42,169,411 ]
2018
Cash and cash equivalents 2.23% 45,133,347 ] 45,133,347 0
Sensitivity
Profit or loss is sensitive to higher/lower interest income from cash and cash equivalents as a result of changes in
interest rates. 2019 2018
H $

Impact of a 1% movement in interest rates on profit and loss and equity* 421,694 451,333

* Holding all sther vanables constant

Borrowings

Borrowings are subject lo interest rate risk - the risk that movements in interest rates could adversely affect funding costs.

The Shire manages this risk by borrowing long term and fixing the interest rate to the situation considered the most
advantageous at the time of negotiation. The Shire does not consider there to be any interest rate risk in relation to borrowings.
Details of interest rates applicable to each borrowing may be found at Note 14(b).
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24, FINANCIAL RISK MANAGEMENT (Continued)

{b) Credit risk

Trade Receivables

The Shire's major receivables comprise rales annual charges and user fees and charges. The major risk associated

with these receivables is credit risk — the risk that the debts may not be repaid. The Shire manages this risk by monitoring
outstanding debt and employing debt recovery policies. It also encourages ralepayers to pay rates by the due date
through incentives.

Credit risk on rates and annual charges is minimised by the ability of the Shire to recover these debls as a secured charge
over the land, that is, the land can be sold to recover the debt. The Shire is also able to charge interest on overdue rates
and annual charges at higher than market rates, which further encourages payment.

itored for acceptabl

The level of outstanding receivables is reported to Council monthly and t rks are set and me

collection performance.

The Shire applies the AASB 9 simplified approach to measuring expected credit losses using a lifetime expected loss
allowance for all trade receivables. To measure the expected credit losses, rates receivable are separated from other
trade receivables due to the difference in payment terms and security for rates receivable.

The expected loss rates are based on the payment profiles of rates and fees and charges over a period of 36 months
before 1 July 2018 or 1 July 2019 respectlively and the corresponding historical losses exp d within this period.
Historical credit loss rates are adjusted to reflect current and forward-looking information on macroeconomic factors

such as the ability of ratepayers and residents to settle the receivables. Housing prices and unemployment rates have been
identified as the most relevant factor in repayment rates, and accordingly adjustments are made to the expected credit loss

rate based on these factors. There are no material receivables that have been subject to a re-negotiation of repayment terms.

The loss allowance as at 30 June 2019 and 1 July 2018 (on adoption of AASB 9) was determined as follows for rales

receivable, Expected credit loss was forecasted on 30 June 2019 to the extent of unpaid rates where the associated properties

cannot be readily disposed of to recover unpaid rales.

More than 1 More than 2 More than 3

Current year past due years past due years past due Total
30 June 2019
Rates receivable
Expecled credit loss 2,00% 5.00% 8.00% 10.00%
Gross carrying amount 436,104 209,417 139,138 132,418 917,077
Loss allowance 8,722 10,471 11,131 105,668 135,992
01 July 2018
Rates receivable
Expecled credit loss 2.00% 5.00% 8.00% 10.00%
Gross carrying amount 313,250 209,417 139,138 132,418 794,223
Loss allowance 6,265 10,471 11,131 768,809 106,676

The loss allowance as at 30 June 2019 and 1 July 2018 (on adoption of AASB 9) was determined as follows for sundry
receivables.

More than 30  More than 60  More than 90

Current days past due days past due days past due Total
30 June 2019
Sundry Receivables
Expected credit loss 2.00% 5.00% 8.00% 10.00%
Gross carying amount 538,045 208,559 27227 109,462 883,293
Loss allowance 10,761 10,428 2,178 59,361 82,728
01 July 2018
Sundry Receivables
Expected credit loss 2.00% 5.00% 8.00% 15.00%
Gross carrying amount 604,763 205,207 19,725 74,034 903,729
Loss allowance 1,008 10,260 1,578 11,105 23,948
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24. FINANCIAL RISK MANAGEMENT (Continued)
(c) Liquidity risk

Payables and borrowings

Payables and borrowings are both subject to liquidity risk — that is the risk that insufficient funds may be

on hand to meet payment obligations as and when they fall due. The Shire manages this risk by monitoring
its cash flow requirements and liquidity levels and maintaining an adequate cash buffer. Payment terms
can be extended and overdratft facilities drawn upon if required and disclosed in Note 14(d).

The contractual undiscounted cash flows of the Shire’s payables and borrowings are set out in the
liquidity table below. Balances due within 12 months equal their carrying balances, as the impact
of discounting is not significant.

Due Due Due Total
within between after contractual  Carrying
1 year 1&5years 5Syears cash flows values
2019 $ $ $ $ $
Payables 7,495,460 0 0 7,495,460 7,495,460
Borrowings 836,251 1,920,356 936,850 3,693,457 3,399,412

8,331,711 1,920,356 936,850 11,188,917 10,894,872

2018
Payables 4,606,710 0 0 4,606,710 4,606,710
Borrowings 712,581 1,819,755 0 2,532,336 2,319,238

5,319,291 1,818,755 0 7,139,046 6,925,948
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25. TRUST FUNDS

In previous years, bonds and deposits were held as trust monies. They are now included in Restricted Cash at Note 3 and shown

as a current liability at Note 13.

Funds held at balance date which are required to be held in trust and which are not included in the financial statements are as

follows:

Reclassification

Amounts to Restricted
1 July 2018 Received Amounts Paid Cash 30 June 2019
$ $ $ $ $
Footpath Damage Deposits 32,276 108 0 (32,384) 0
Library Transient Borrower Deposits 69 0 0 69) 0
Civic Centre Takings 3,654 26,356 (6,598) (19,977) 3,435
Other General Purpose Deposits 8,493 127 0 (8,620) 0
BCITF Collection & Refund Deposits 819 3,703 (4,518) (4) 0
Town Planning Related Bond Deposits 106,207 354 (4,124) 0 102,437
Cemetery Plot Reservation Deposits 35,794 4,153 0 (39,947) 0
Recreation Facility use Bond Deposits 49,295 77,895 (84,173) (43,017) 0
Road & Footpath Facilities Bond Deposits 506,946 1,691 0 (508,637) 0
Capital Works Bond Deposits 3,060 10 0 (3,070) 0
Cash In Lieu Of Public Open Space 99,876 333 0 0 100,209
Bank Guarantee Deposits Received 46,431 100 0 (46,531) 0
BRB Levy 1,688 36,008 (12,586) (10,274) 14,836
Unclaimed Monies 19,583 68 (17,491) 0 2,160
Contract Bonds & Retentions 0 55 (55) 0 0
Staff Rental Bonds 47,094 21,520 (23,892) (44,532) 190
Key Deposits 2,545 508 0 (3,053) 0
Chinatown Revitalisation DRD Grant 4,017,955 32,766 (3,245,000) 0 805,721
4,981,785 205,755 (3,398,437) (760,115) 1,028,988
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26. INITIAL APPLICATION OF AUSTRALIAN ACCOUNTING STANDARDS

(a

During the current year, the Shire adopted all of the new and revised Australian Accounting Standards and
Interpretations which were compiled, became mandatory and which were applicable to its operations.

Whilst many reflected consequential changes associated with the amendment of existing standards, the only
new standard with material application is AASB 9 Financial Instruments .

AASB 9 Financial instruments

AASB 9 Financial Instruments replaces AASB 139 Financial Instruments: Recognition and Measurement
for annual reporting periods beginning on or after 1 January 2018, bringing together all three aspects

of the accounting for financial instruments: classification and measurement; impairment; and hedge
accounting.

The Shire applied AASB 9 prospectively, with an initial application date of 1 July 2018. The adoption of
AASB 9 has resulted in changes in accounting policies. However, there were no adjustments to the amounts
recognised in the financial statements. In accordance with AASB 9.7.2.15, the Shire has not restated the
comparative information which continues to be reported under AASB 139. Differences arising from adoption
have been recognised directly in accumulated surplus/(deficit).

The effect of adopting AASB 9 as at 1 July 2018 was, as follows:

Adjustments 01 July 2018

$
Assets
Trade receivables (a),(b) 0
Total Assets 0
Total adjustments on Equity
Accumulated surplus/(deficit) (a),(b) 0

The nature of these adjustments are described below:

Classification and measurement

Under AASB 9, financial assets are subsequently measured at amortised cost, fair value through other
comprehensive income (fair value through OCI) or fair value through profit or loss (fair value through
P/L). The classification is based on two criteria: the Shire's business model for managing the assets; and
whether the assets’ contractual cash flows represent ‘solely payments of principal and interest’ on the
principal amount outstanding.

The assessment of the Shire’s business model was made as of the date of initial application, 1 July 2018.
The assessment of whether contractual cash flows on financial assets are solely comprised of principal
and interest was made based on the facts and circumstances as at the initial recognition of the assets.
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26. INITIAL APPLICATION OF AUSTRALIAN ACCOUNTING STANDARDS (Continued

The classification and measurement requirements of AASB 9 did not have a significant impact on the
Shire. The following are the changes in the classification of the Shire's financial assets:

- Trade receivables classified as Loans and receivables as at 30 June 2018 are held to collect contractual
cash flows and give rise to cash flows representing solely payments of principal and interest.

These are classified and measured as Financial assets at amortised cost beginning 1 July 2018.

- The Shire did not designate any financial assets at fair value through profit and loss.
In summary, upon the adoption of AASB 9, the Shire had the following required (or elected) reclassifications

as at 1 July 2018:
AASB 9 category  Fair value Fair value

amortised through through
AASB 139 value cost OCI PIL
AASB 139 category $ $ $ $
Loans and receivables
Trade receivables 1,567,328 1,567,328 0 0
1,567,328 1,567,328 0 0

(b) Impairment
The adoption of AASB 9 has fundamentally changed the Shire's accounting for impairment losses for
financial assets by replacing AASB 139's incurred loss approach with a forward-looking expected credit
loss (ECL) approach. AASB 9 requires the Shire to recognise an allowance for ECLs for all financial assets

not held at fair value through P/L.

Set out below is the reconciliation of the ending impairment allowances in accordance with AASB 139
to the opening loss allowances determined, in accordance with AASB 9:

Impairment
under ECL under
AASB 139 AASB 9 as
as at at
30 June 2018 Remeasurement 01 July 2018
$ $ $
Loans and receivables under
AASB 139 / Financial assets
at amortised cost under
AASB 9 130,624 0 130,624
130,624 0 130,624
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27. NEW ACCOUNTING STANDARDS AND INTERPRETATIONS FOR APPLICATION IN FUTURE YEARS

The AASB has issued a number of new and amended Accounting Standards and Interpretations that have mandatory application dates
for future reporting periods,some of which are relevant to the Shire.

This note explains management's assessment of the new and amended pronouncements that are relevant to the Shire, the impact of the
adoption of AASB 15 Revenue from Contracts with Customers, AASB 16 Leases and AASB 1058 Income for Not-for-Profit Entities .

These standards are applicable to future reporting periods and have not yet been adopted.
(a) Revenue from Contracts with Customers
The Shire will adopt AASB 15 Revenue from Contracts with Customers (issued December 2014) on 1 July 2019 resulting in changes in

accounting policies. In accordance with the transition provisions AASB 15, the Shire will adopt the new rules retrospectively with the
cumulative effect of initially applying these rules recognised on 1 July 2019. In summary the following adjustments are expected to be

made to the amounts ised in the bal sheet at the date of initial application (1 July 2019):
AASB 118 AASB 15
carrying amount carrying amount
Note 30 June 2019  Reclassification 01 July 2019
$ $ $
Contract liabilities - current
Unspent grants, contributions and reimbursements 0 857,367 857,367
Developer contributions 0 1,232,907 1,232,907
Contract liabilities non-current
Developer contributions 0 325,635 325,635
Cash in lieu of parking 0 218,755 218,755
Adjustment to retained surplus from adoption of AASB 15 27(d) 0 (2,634,664) (2,634,664)
(b) Leases

The Shire adopted AASB 16 prospectively from 1 July 2019 which resulted in changes in accounting policies. In accordance with the transition
provisions of AASB 16, the Shire has appplied this Standard to its leases prospectively, with any cumulative effect of initially applying AASB16
recognised on 1 July 2019. In applying the AASB 16 under the specific transition provisions chosen, the Shire will not

restate comparatives for prior reporting periods.

On adoption of AASB 16, the Shire will not recognise a right-of-use asset in relation to leases previously classified as operating leases
under AASB 117 as all leases have a term of less than 12 months. Therefore the net impact on retained earnings on 1 July 2019 will be $nil.

On adoption of AASB 16 Leases (issued February 2016), for leases which had previously been classified as "operating leases' when
applying AASB 117, the Shire is not required to make any adjustments on transition for leases for which the

underlying asset is of low value. Assets for which the fair value as at the date of acquisition is under $5,000 are not recognised as an
asset in accordance with Financial Management Regulation 17A (5).
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27. NEW ACCOUNTING STANDARDS AND INTERPRETATIONS FOR APPLICATION IN FUTURE YEARS (Continued)

(c) Income For Not-For-Profit Entities

The Shire will adopt AASB 1058 Income for Not-for-Profit Entities (issued December 2016) on 1 July 2019 which will not result in changes
in accounting policies. In accordance with the transition provisions AASB 1058, the Shire will not adopt the new rules retrospectively with the
cumulative effect of initially applying AASB 1058 recognised at 1 July 2019. Comparative information for prior reporting periods shall

not be restated in accordance with AASB 1058 transition requirements.

In applying AASB 1058 retrospectively with the cumulative effect of initially applying the Standard on 1 July 2019 no change will occur
to the following financial statement line items by application of AASB 1058 as compared to AASB 1004 Contributions before the change:

AASB 1004 AASB 1058
carrying amount carrying amount
Note 30 June 2019  Reclassification 01 July 2019
$ $ 5
Trade and other payables 7,495,460 0 7,495,460

Prepaid rates are, until the taxable event for the rates has occurred, refundable at the request of the ratepayer. Therefore the rates

received in advance give rise to a financial liability that is within the scope of AASB 9. In accordance with the Shire's current accounting policies,
prepaid rates have been recognised as a liability as at 30 June 2019, Therefore, the initial application of AASB 1058 Income for Not-for-Profit
Entities on 1 July 2019 will not have an impact on the recognition and classification of prepaid rates.

Assets that were acquired for consideration, that were significantly less than fair value principally to enable the Shire to further its objectives,
may have been measured on initial recognition under other Australian Accounting Standards at a cost that was significantly less than fair
value. Such assets are not required to be remeasured at fair value.

Volunteer Services in relation to Volunteer Fire Services will not be recognised in revenue and expenditure as the fair value of the services can't
be reliably estimated.

(d) Impact of changes to Retained Surplus

The impact on the Shire of the changes as at 1 July 2019 is as follows:

Note  Adjustments 2019
$
Retained surplus - 30 June 2019 127,524,101
Adjustment to retained surplus from adoption of AASB 15 27(a) (2,634,664)
Adjustment to retained surplus from adoption of AASB 16 27(b) 0
Adjustment to retained surplus from adoption of AASE 1058 27(c) 0 (2,634,664)
Retained surplus - 01 July 2019 124,889,437
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28. OTHER SIGNIFICANT ACCOUNTING POLICIES
a) Geods and services tax (G5T)
. axp and assets are net of the amownt of GST,
except where the amount of GST incurred is not recoverabla from the
Australian Taxation Office (ATO).

Receivables and payables are stated inclusive of GST receivable or payable.
The net amount of GST recoverabla from, or payable 1o. the ATO s included
with ivables or payables in the of financial pasdion

Cash flows are presented on a gross basis. Tha GST components of cash
ficws ansing from inveskng or financing actaities which are recoverable from,
or payable to, the ATO are presented as operating cash flows.

b} Current and nen-cumrent classification

The asset o babilty is classified as current if it is expected 10 be settled
within the next 12 menths, being the Shire’s operational cycle. In the case of
kiabilities where the Shire does not have the uncondhanal night to defer
settlement bayond 12 menths, such as vested long service leave, the kabilty
is classified as current even if not expected to be settied withen the not 12
months. Inveniones held for trading are classified as current or nen-current
based on the Shire's intentions to release for sale

c) Rounding off figures
Al figures shown in this annual financial repert, other than a rate in the deflar,
are rounded 1o the nearest dollar, Amounts are presented in Australian Dellars.

d) Comparative figures
\Where required. comparalive figures have been adjusted to conform with
ehangas in prasentation for the current financial year.

When the Shire apphies an accounting policy retrospactivaly, makes a

pacth of Hams in its financaal statemeonts that
has a material eMect on the stalemaent of financial position, an addibenal
(third) statement of financial posibon as at the beginning of the preceding
pancd in addition to the financial s
prasented

@) Budget comparative ligures

Uriless otherwase stated, the budget comparativa figures shown in this annual
financial report relato to the onginal budget estimate for the relevant tem of
disclosure.

) Superannuation

Tha Shire to a numbr of Sup Funds en behalf of
emplayees. All funds to which the Shira contrnbutes are defined contnbution
plans.

@) Fair value of assots and liabilities

Fair value is the price that the Shire would receive o sell the asset or would
have to pay 1o transfor a hability, in an ordedy (e unforeed) transacton
betwesn independent knewledgeable and willng marke! parbaipants at the
méasurement date.

) Fair value hierarchy

AASS 13 requires the of faif valva i y bevel of the fair
al iuch o fair value nfo one of three
pessible levels based on the lowest leve] that an nput that is signiScant to the

measurement can be categorised into as foliows:

Lewvel 1

Measuraments based on quoted prces (unadusied) m actve markels for
identical assets or iabikties that the entty can access at the measurement
date.

Level 2

based on npuls oiher than Guoted paces ncluced in Level 1
that are cbsenvable for the asset or kability, ether drectly of indirectly.

Level 3
based en

inputs for the assot or habedty.

The fair values of assets and kabdities that are nol raded in an actve market
are determined using one or more valuation techniques. These valuabon
techrmques macmise, 1o the axtent pessitle. the use of cbservable market
data. if all sig puts required far value the
assel or kabdity is included in Level 2. if cne or more significant inputs are not
based on observable market data, the assel or kabdity is included in Level 3.

Valuation techniques

The Shira selects a valuaben que thatis inthe

and for whech sufficont data is avadable to measure fair value, The avadabity
of sufficient and relevant data pamanly depands on the specific charactensscs
of the asset or habiity bang measured. The valuaton technogues selected by
the Share are consistent with cne of mere of the following valuaton approaches.

Market approach
Valuatien that use pnoes and other relevant

by markel for al or simiar assets of kabdives.
Income approach
Valuation that comert tuture cash flows of income
and info a s:nghe present value.
Cost approach
Valuation techreques that refiect the current replacement cost of tha sennce
capacity of an assel

Each valuation technique requires inputs that reflect tha assumptions that
lbuyers and sellers would use when pricing the asset or habdty, includng

about risks. Vihen selecting a valuation tech: the Shire
gives prienty to those that o use of inputs
and minimisg the use of da inputs. Inputs that are loped using

marke! data (such as publcly avadable information en actual ransackons) and
reflect the assumptbons that buyers and sellers would gonerally ute when
pacing the assol or babdity are considered cbservable, whereas inputs for
which marke! data s not avadable and therefore are doveloped uting thi: bast
availablo about such L 2

As fair valuo is 4 market-based measure, the closest
market pricng inft is used to fair value. Ady L]
markel values may be made having regard to the charactenstcs of the
specific asset o Nabikly. Tho fasr values of assets that are not raded in an

i) Impairment of assots
In ki the Shire's cash generating

active market are determined using one or mare valuation These
valuation techniques maximise. 1o the exient possible, the use of cbservable
market data,

Teo the extant possible. markel infermation i$ extracted from edher the
principal market for the assel or linbiity (1.e. the markel with the greatest
velume and lovel of activity for the asset or habiity) or. in the absence of
such a market, the most advantageous market available to the entity at the
end of ihe reperting penod (1Le. ihe marke! that maxinmses the receipts from
the sale of the asset after laking into account iransacton costs and
iranspon costs).

Fer non-financial assets, the fair vakse measurément also takes mlo account
a market participant's abilkity to use the asset in s highest and best use or
1o sell it 1o another mackel participant that would use the asset in is highest
and bestuse.

assets. other than inventones, ane assessed at each reparting
date to determine whether there is any indicabon they may be impasred.

Where such an indication exists, an mparment test is camed out on the
assel by companng the recoverable amount of the asset, beng the higher of
the assot's fair value less costs 10 sell and value in use. 1o the assel’s
carrying amount

Any excess of the asset’s Camying amount over its recoverable amount i

recognised immediately in profit o loss, unless the assetis camed ata

revalued amount in accordance with ancther Standard (e 9. AASE 118)

whereby any imparment loss of a revalued assel is reated as  revalustion
wath that cther d

Fer non-cash generating specialised assets that are measured under the
revaluation model ,such as roads, drans, publc buddngs and the kike. no
annual assessment of empairment 15 required. Rather AASE 118.31 apphes
and revahuations need only be made wath sufficient regulatory to ensure the
canymng value does not differ from that which dd b

using fair value al the ends of the repering penod.
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29, ACTIVITIES/IPROGRANMS

Shire operations as disclosed in these financial statements encompass the following service orientated activities/programs.

PROGRAM NAME AND OBJECTIVES
GOVERNANCE

To provide a decision making process for the
efficient allocation of scarce resources.

GENERAL PURPOSE FUNDING
To collect revenue to allow provision of services.

LAW, ORDER, PUBLIC SAFETY
To provide services to help ensure a safer and
environmentally conscious community.

HEALTH
To provide an operational framework for
environmental and community health.

EDUCATION AND WELFARE
To provide services to disadvantaged persons,
the elderly, children and youth.

HOUSING
To provide and maintain staff housing.

COMMUNITY AMENITIES
To provide services required by the community.

RECREATION AND CULTURE

To eslablish and effectively manage
infrastruclure and resource which will help the
social being of the community.

TRANSPORT
To provide safe, effective and efficient transport
services to the community.

ECONOMIC SERVICES
To help promote the Council's economic well
being.

OTHER PROPERTY AND SERVICES
To monitor and control Council's overheads
operaling accounts.

ACTIVITIES

Administration and operation of facililies and services to members of council: other costs that
relate to the tasks of assisting elected and ratepayers on matters which do not
concern specific council services.

Rates, general purpose government grants and interest revenue.

Supervision of various by-laws, fire prevention, emergency services and animal control.

Food quality, eating house inspection, pest control and child health clinics.

Facilities for senior citizens aged care, infant, day care centres, pre-school, assistance to play
group and other community services and development aclivities.

Provision of staff housing.

Rubbish collection services, lip operation. administration of the town planning scheme,
mainlenance of cemeteries, storm water drainage maintenance, sanilation maintenance and
environmental protection.

Operation/maintenance of halls, Broome Recreation and Aquatic Centre (BRAC), various parks
and reserves, beaches, library, museum and other cultural activities.

Construction and maintenance of streets, roads, bridges, foolpaths and street lighting.

The regulation and provision of tourism facilities, area promotion and building control.

Private works and provision of unclassified civic building facilities. General Administration
support for Council's operations, allocated to other functions. Engineering, works and parks and
gardens management, allocated to construction and maintenance jobs. Plant and depot
operalion and maintenance, allocated to construclion and maintenance jobs.
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30. FINANCIAL RATIOS

Current ratio

Asset consumption ratio

Asset renewal funding ratio

Asset sustainability ratio

Debt service cover ratio

Operating surplus ratio

Own source revenue coverage ratio

The above ratios are calculated as follows:

Current ratio

Asset consumption ratio

Asset renewal funding ratio

Asset sustainability ratio

Debt service cover ratio

Operating surplus ratio

Own source revenue coverage ratio

2019 2018 2017
Actual Actual Actual

112 1.64 1.61

0.86 0.88 0.71

1.05 1.37 1.47

1.50 0.22 0.66

8.63 11.86 8.50
(0.11) (0.13) (0.12)
0.82 0.81 0.78

current assets minus restricted assets

current liabilities minus liabilities associated
with restricted assets

depreciated replacement costs of depreciable assets

current replacement cost of depreciable assets

NPV of planned capital renewal over 10 years

NPV of required capital expenditure over 10 years

capital renewal and replacement expenditure

depreciation

annual operating surplus before interest and depreciation

principal and interest

operating revenue minus operating expenses

own source operating revenue

own source operating revenue

operating expense

| 51
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Iltem 5.1 - ANNUAL FINANCIAL REPORT & AUDIT REPORT 2018/2019

ATTACHMENT 3 - 2018/19 Originally Budgeted Carry Over to 2019/20

30/06/2019 Expenditure IncomE
e
Currert Total Budgeted Funded
Acct @ Job#  Description Budgst “"’[;rm [Forecast Exp | Carry Over Exp T Incarme ﬂ“’“‘"rlm Budpet Cormmets
15} by 30619 | Expenditure(s] Amo camyover N g 17118
1]
Executive
€57 - Special Projects Co-ordinator
Granis & Corrbuises Reosived - OB b - Ecenciic _ Buieing Belter Ragion FLra Discovery Faath 332739 F¥ 1220
13700 Servises Specid Prajocs 152.738) (71,406) 150.000) BERF T3 1273 rembuesing experes madk: in May 419
Mew Refuse Si Exp - Op Exp - Regional Resource Fi Reserve A Merw Reefuszs Si:{Eap QB00) - CARRY-OVER PROJECT DISUS1204 - New Rk Ste
108001 Rocvery Park 175,000 147156 04T 34573 T4 BT ranaiar o e
.  New Refuss S (Exp TOBCO) o CARRY-CVER PRELIECT DIS181204 - New Riekse Ste
101858 Cop - Rag Rt (245000 (147,158 | (160,427 (B4,573) 1457 rarester or Fiotoreo ks K1
Tatal Propased Carry Over - Exeeutive B84BTI TR (86.729) [117.313 (17,342} a
Corporate Services
€51 - Director Corporate Services
LG reurance Furcded Exporses (e n 1423803 | T T 1 01714 Rernaining burigat for Risk fatives 55 per Fiskc
tazz Op Exp - Corp Gov [ A6 | A05 | 190234 178640 (H0EBd) ML Plan phis addiioral iconme $9,187 Irom LGS in Frs13 l:.a"y aver I FY 1520
Total Proposed Carry Over - Corporate Services 180,234 178,640 (10,584) L] L] a
Infrastructure
ES8 - Waste Coordinatar
101545 1nisse  Buckeys Pid Closus Upgrade (was Opex 101302) - [ 30, o0 | 3803 | 15 | 7,340 a7 243) ki PROJECT DIS190202 - Burkley's Rel lomure upygrarde 567,340 (101558}
Cap Ex - San Gen Relse 1 1 | | 101525
MBS VSIS MO MELSE S s8I - SANECN #0581 400) | HDEEN] | (B4 060) | (67,340 (67067 243 PROVECT DIS190202 - Buckiey's R dosurs upgrade S67 340 (101558
€51 - Director Infrastructure
Town Deach Recevekpimert - Greensaaoe & Grarrs + PRI1: Towe Bach Greerspace furded by 113403 $2,620,356 19 - Gresnspece & Watemark
181405 Weterpart - Gop 4,447,855 560,605 adeo0 | 40908 3,307,260 aes) oo 52.3M Lotteryiesl
SAK Safer Commonitis Grant - Pump Track Lighting
5205,340 RFR buget - Catalie Boat Reen: Traike Park
113405 Grants - Nor D - Cap - Dihar Fiac & Sport (7.808.067) ISA04803) | 04.688.284) BABTE (2T H06.319 50K Lottery West - Youth Precinct Mauntain Bika Waking Rurcing Traks
5184,45 - From 54.5M Revettmest, Wall Grant Fundig
52 520,758,19 - GREENZ0acs & WAEErk §2 50 Lotonywast,
“==CARRY-CVER PRIZ: Teown Boach Srawal 15th August 2018 OMC spprovnd addtioral
Towin Beach Recevskmmert -Other ks Neew - Cop Grarrs + S268,000 1 be allocaried fram Pbic Open Spaos Resere {113439) acourt. Urspent
1181401 & 47212 4472384 ] 4,510,000 26712 254,318 amaoe o 226,12 Gy Oy
= CARFY-OVER Wrereased cosl of the floaing apthneyeedwoaml Mt pure holse
R and plant room + I eocsting water 7 and re-ct
113489 Trersfer From POS Reserve - Otter Rec & S {518,000 (266,000 | {250,000) (2EE000)  {250,000) B it st e s iy s besird e xbling e py spoe. B
In 30CTAT 18H05
181402 Armentias ther 0t Now-Geg Exy 32548 14780 50.000 252,545 267,768 35220 RFR CARRY-CNER PRUT: TE Abiution Bock (1 AC 113571}
Foyalies For Regions Log Gow. Nan 00 Giart - Op N -
113371 e O Rz S {302:546) (14,780 RFR (02546 (2ETTEE) 14,780 "“CARRY-OVER RFR 100% Furded. TB Abksion Block {Exp AC 1151402)
101810 & =P P 335,000 30845 50,000 285,000 205,555 0555 Resene Fiplacmrnent of Aaset 413 far $265.000
101500 ,‘Efff‘“a SR SR8 - LB MG SEMENN (T2000) Fasore 164,000 - 64,000 Sala of Pant Assen 473 far $64,000
101825 e TG MERLSE SHE FBSAN - SaneEon uen {EE1 400 (221,000) - 221,000 Traresfer froen Sariation Reseree 221K o cover Asset 413 Repikcement
143621 Vehcks & Plart Naw - Gep Exp - PAG Oparanions. 60,000 a 60,000 60,000 o B Purchasing Asset Spreadar far $60,000. (NG Trada n Assat)
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Iltem 5.1 - ANNUAL FINANCIAL REPORT & AUDIT REPORT 2018/2019

ATTACHMENT 3 - 2018/19 Originally Budgeted Carry Over to 2019/20

30/06/2019 Expenditure Income
e
Curreet LTI Total Budgeted Funded "
Acet 8 Job#  Deseription Budget & [Forecast Exp | Carry Over iy atarn F Income SO e Budost Cammerts
] by 30619 | Experditure(s) Amo camyover ™ g 17118
[t}
ESS5 - Works Coordinator
) T GARRLONER PR HurerSros Gy Qv
104270 toqzge  Sort S-Paspaley Camervan Sireet New Drarege 77,532 30,357 56,433 621,049 B4T,175 26126 Resere 3 v Muni, $321,049 reserve funding
Caonal -Cap Exp [K D448
. “+CARRY-CNER $36,514 88 resen iransker for Dsinage ek Io il R Pres
104450 e Feen vanen: eserve -UILen SISt | ysq 135) (224,320 - Fesene (00135 365815 224,320 " Shor: Sivesl Drsirege upg Tore o from
rarnege - Lap Inc 1819 mpansas in 104206
s . . - T A B “*"CARRY-OVER PRU4: Shorl Sireel & Male Oval Carperk S25TH Regerve
125000 125015 Mk Gl Naw Camark Gons: - Gap B 317,000 7,000 700 Fezenvs FundentACTZ5490) S A Fur
Trarsfer From Carpark Reserve - Car Park -CNER 367K fom ve 1 fund Mle Ol s
125490 it {267,000) - a Fesene (ETOOY (67000) m “,, o acoourk 125018)
125140 125222 Hunler Street - Fociush Cormtnuction 21340 773850 100,000 131,000 136,100 5,100 NI “+CARFY-OVER PRIZ0 Hunier St Fostpath 100% Mari Furded
Fr Reserve e e )
121900 121113 Hamersiey St Upgrade Canstuciion - Cap Exp 21,135 £01,891 880,000 217,601 16,444 (19B45T) 121960 « MUNI ‘z‘g.:mvaR Homersley Street Extension Caneincion , Rsad Reserve $64.520 (o AC
YRAG 0), Muni 152,881
Trarmsfer Froem Rrusd Resserve Rierd Corsinuction - Pt Reserie “*CARFY-CVER Hamershey Street Exersion Corsinciin  Finad Fieserve S64.520 (Exp
12160 Copre (1,835,356) 1835355 | (1770438) TEIS0 < MU 164.520) - B4R 5 121113}, M $152.991
1a1z71 141331 w""' Paik Road Maiftenance Op Exp - Privns 3,800 8 21687 3791 (17.508) Hmm Mamel Park Maintaniance as par MOU
1a160 L T Feriter Cash e P Wi 21897 16,209) @m0 1,697 Manel Fark Mairtenanos ss par MCJ
st - Cap Ine
£53 - Manager Waerks
BRAL Cuaks Renerasl I Wrkes - Cop B - BRAC iy o Pt Gt Rerms - Fthur Wbt ik, oo fom s PUG
117455 rinese gl 75500 4,967 w104 | 45488 =a (44,883) e - R g e
123000 A4 2017218 WANDRRA Evoris - Works Meirt BEES SETORE | 4112588 50,000 5,50 BEHS  GRANTS PR 19" ANDRRA AGRN 753
125100 BLISMIDZ %D"”' e Estate - New B by Cameiniction - o 3,278 49620 0,000 21,278 - (21.278) [ZLT) PRIE: Robingan 51 Bus Bay
PR 12 PROUECT . DS101214 - Suihviion - Whola Exzate - -
125140 125192 PalmerRasd - Foaipsh Canstuetn 20,300 21,865 20300 . (20300)  FrResne Concees Phwsy. (820 300]; 125360 Trarfs fRegar
Trarster From Fooipaih Fiesan - Foopath PR 12°"PROECT - DIS190214 - Paimar A Estas SUbdhisin - Wiola Escata -
126060 o {504 178) wozesay | amaTIE) Fr Resans (20.300) . 0 (e g,
PRI 1Z°"PROJECT - DISTO0214 - Rosbuck Estana Subchislon - Whela Etate - Corvrate
Rachuck Estate Subdnision - arious Stages. . Patoaay. 126560 Tramsfor fr Reserves
125140 125288 40,300 07 40,300 8821 BT  FrResare “*"CARRY-OVER PROJECT DIS1B0301 - Subduisionsl Foolpats. 100 Reserve FLnded
i acc 125960
125860 e T PR FGSEN - FOGERA, {504.075) WEZES) | EITTE) Fr Resanss 140,300 - 40,300 Rosbuck Estale Sub. $20,300,125265),
PR 127 PROECT - DS190214 - Broame Marn Subdwsian - Whalo Estana - Gorcrera
126140 125277 Broome North Foctpash New Const - Capex: 198,775 150,567 150,867 42 587 4p20 5441 Fr Resena F . (552837 125990 Transher & Re: .
125560 o CHIIETI SN « R, 1504076) W28} | 461 55) Fr Fiasans 2 567 - 42567 Subdvisional Fosipatte: Brooma North Sub $198,775 (125277
PRY 12°FROECT - DE191214 - Six Seasors Exaie - Jarun: Subchision - Whole
- Six Seasons Estate - Jaruburu Subdivision - Various » 4 Estate - - Concrea Pattwery. (§14.250), 125860 Transfer Ir Reserve
125140 12527 gages 250 127 - 14,250 15M3 (.207)  FrResane e ARRY-CNER: PROJECT DIS1B0301 - Subdwisiorsal Footpatts. 1008 Rescrve Furded
i et 125960
PR 12" PROECT - DS190214 - St 5835006 E5:310 - JErbury SUbovsion - Whole
Transser From Foaipath Resena - Foopath Esfatn - - Concrese Pattweay, (514,250 125560 Transter fr Rescrve
125060 et {504,078) ue2s) | (4Ea8E) Fr Resare (14,250 15043 B2 s ARRY-OVER: PROJECT DIS1EO301 - Subelviskesl Fociperhs. 100% Reserve Furndsd
wia acct 12509607
b B Estste Subchision - Whole Estate - PR 12"*“PROUECT - DIS190214 - i Bracme Extate Sukchisin- Whede Estate -«
125140 125230 Varcas Patts 11,831 5 c 11,831 1,48 - FrRemma Conorets Paliwey. [$5,075); 125961 Traretar ¥ Resere
; : A " 3 5 “+CARRY.OVER: PROJECT DIS1E0H1 - Subnisiorsal Fuctpetrs. 1005 Resserve Furced
; . . via et 1259607
125260 o Ty PO FESAN - FOmpaT (50476 482.568) | 42,145 Fr Resare 18ty 15075) BSA ***CARFYCVER (1 Broorn Estate Sub 35,075 (125142)
126200 STLMOGE  Sroome Now Sireat Light Corstrucion - Cop B 150,000 27,500 27,500 122500 122500 - e E?&‘MWD‘EJCT DHSTE0230 - Siree Lighes - Micellaneus Sreelignt nelalation $150
126228 125232 Sweet Lighing 8t Varkas Locaikons - Renewal 48,204 9,400 2310 a5E0d 5,104 16,700} p m‘:l;;‘mﬂ_!m-wmw ROJECT DUS130504 - Shor S1ighiing rereswal $45,894 100%
142651 %‘Mga - 2,00 - [ 22000 2,000 o LR FRaplcement of Azsat 17313 for §22.000
142051 h ¥ O ASSEEE - L8R TG - Leanarsd (BO00) 5 [ HLNI {8,001 (008 0 Sebe cf Plant Asses 17313 for §22,000
- nmmn;(gnsabmm Cap e - Parks & prv Y . - P 12,773 S5 o lrl Ao 1313 r S12,00; Sl of Pl Al 6713 Tor $5,000, Asset 16513 far
. Ve Pt Rerexsiepaosner - Cap £ S e T 180000 - e - Rplcener cf Aset 1913 400,00 Puatesing et 6713 fr 30,000, et 16813
148600 FTOCARNE IO 531 01 ASSAE - LA T - WOrks 151 000) (26,818) ,000) p {65,000} (64,182 18 Sobe of Plant Asse: 8413 & Aeset 631 for $65.000
148611 vina b 283,000 03 93,000 200,000 24397 14,367 LR Faplacement of Assat 6413 for $110,000, Assat 6313 for 330,000

Ean - Works (s
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Iltem 5.1 - ANNUAL FINANCIAL REPORT & AUDIT REPORT 2018/2019

ATTACHMENT 3 - 2018/19 Originally Budgeted Carry Over to 2019/20

30/06/2019 Expenditure Income
e
Currert Total Budgeted Funded
Acct @ Job#  Description Budgst “"’[;rm [Forecast Exp | Carry Over Exp T Incarme ﬂ“”“"rlm Budpet Cormmerts
15} by 3061 | Expenditure(s] Amo camyover N g 17118
1]
120208 z;pm“;‘;‘“"'" Matural Dissster Grart - (4,665,540) [283,040) | 4,112,586) GRANTS (S5E.045)  (43GZS00)  (3E29.568) " CARRYOVER: 201716 WANDRRA Fundig warks.
PK3 - Parks Coordinator
Rinticudation Corral Systom New B - Gap B Parks - - . ) PRI 1T CARRY OVER™ PROJECT DISTH0214 - Waather Station installaion ard Mavicom
113608 P 40,500 40500 40,500 Muri solvarsisihe datsiks Lpgrade™
117210 7211 BRAC Ouak . PAG Mart 7,560 [ W7 618 ABEM . (96,570} i PR 145 CARRY OVER Top rassing Repar chiaban Cueies*
113881 113677 Town Beach Renewsl Warks - i Cap B 2,70 - BA07 5700 2700 e ':;;Jﬁ;;r CUECT - DIS1901224: Rerewad Infraznicture -Town beech - Shade Sruzus
113852 113607 Town Beach Resere Upgrade - Cop Exp - PAG 5000 6,854 ; 48,000 41,116 {6.584) L] Tera besxch Shire works carmy over §48€
ESS - Manager Engineering
1M 121552 E"*”‘ T LI LS LAk s 667 840 760,243 2304 LR PRI Hurier Stroat
121778 wm'n?w“"_f,‘?;ﬁ"“’ TSN R0 LML Fnarg - PG (166,108 . 98,108 FRES: Hunier Strest, Na RER funding carry over. R Funding o Hurter 5t
1181201 ot ias ot el 48,658 43,594 14.785) LN PRI TB Jatty
102210 Eﬂm}":ﬁi"‘g 5 Taegy -op - uisan 9500 2500 ] BRI FRY 17*PROIECT DCOII0212 - Luifitz Drarags Sunay Pro$a Sk {100% M furdied)
PM2 - Asset & Bullding Coordinater
142658 o 42,750 1,817 57,750 35,000 41,133 8,133 WK MM Furrded, ***PROJECT DISA00210 - Admin bulkding rerovel - Arcors
RO Bubding Renena - Cap Exp- Office Frop Reserve Acc ~CARRY.OVER: FROJECT DISTEO103 - KAO 1 & 2 Refurh, $E15.850, Funded by Bucing
147374 o 735,818 a87 249 E TN 357,000 288,565 (g 4z RS o s
' Trarisher Frorn Bubdig Reserve Leased Offces Un Fi Risserve Ao " - **CARRY-OVER: PROJECT DIS{BO103 - KRO 1 & 2 Refuab. SE19.850. Funded by Buiing
147386 Pl (1,346,690) PE0SE) | (B 600 P (IETO0N (M85 8435 s
s gaﬂsidnddng Reereswal - Cap Evp - Office Prage e = T a57.000 J— ] n:%;nz --cn:;?in&n?jfg;fwmm KR 1 & 2 Refurb. S542% Furcded by Buikdrg
Trerrefer From Bubding Reserve Lessed Offices Ln “=*CARRY-CVER: PROJECT DIS1B0103 - KRO 1 & 2 Refust. S543 Furdded by Buikdig
147355 con (1.046850) (8050 | (E32.800) (ST (SS2TEZ  (1GSTEY) L e
Total Proposed Carry Over - Inf 8,686,824 2.224,764 7,041 (B.686822) (3240006 [2.501,134)
Community & Economic Development
BRACI - Manager Sport & Recreation
113882 113620 Haynes Oval Flocciphting Upgrade I - Copms 12,000 i 6,000 6000 - (6,000) WL FACRZ RO: C Hankirsan Hayres Cval spors fiekd lighting meragemest.
. 7ty AUESE e Reneus-Cop £ -BRAC 160 2000 000 800 11,60 - - 7 PROET DCDIS0203- GRAC A Reredati Stecs Sl reiscerent 100 i
Aoea - cap ) Trecks ard trals - S256,000 ek $150K, Lotteey Grants SE0k COAX 113403 Corel $26K)
e veRaor 526,300 18,340 20,30 300,000 507,380 360 NI S50 o from Foukoral Graers (Crime Presersion Grare] Ine COR 11380
151 - Coordinator Library
115280 i T EISE LI o~ LY prote 12,950 7,480 .08 513 5466 1443 Cram GEW = tarars Gamy aver the Library program™
115450 ﬁ;’fmpf"g""' come - OpInc - Libeary (Experse in 1920 {1.929) (5.815) - GramCBW E915) [5.466) 449 "*Grares Carry over the Libary plogram™™
CM52 - Manager Community Development
. +== ELL annual sporsorstip program as par MOL, Max 330,000 (Exp in Ace 22173
22173 Eosperecrebl pegraimme Resere Fuded - Op 130,885 42588 260 104 805 88,307 1oz PR = CARFY-OVER. Remainder of 201613 Anual EDL Sperrrsti program e from EDL
Exp- Cher Govemence reseran, Exp 2274, Ine 2960 S10K-
. - *=** EDL annual sgororstip program as per MOLL Max 380,000 (Exp in Ao 22173)
2383 Dneies Pronn EOL Sponsarsip Facarys - G I e fazsEa) | (00 FIReseme ™ oop0s) (@30T 16,498 ™ CARRY-COVER Remarve of 2018-13 Annual EDL Sponsorsip program hndad fom DL
- reserse, Exp 22173, g 23550 SR
Economic Davelopmant Frogram Expansa - Op B - Fr Reserve Acc. " LARRY-IVER: Growth saad fundng for 00
T B 233406 266,180 216,12 7284 . () e Fearcine Caat Eup Aot 1A
Transter From Risiricterd Cash Reserve - Clher Reserve Ao T TARRY-OVER Grovh 5004 funding for 107
ETES e 186 406) (86,406 (79.112) 1367525 (n.28) - TER pcricied Camh B At 1387210
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Iltem 5.1 - ANNUAL FINANCIAL REPORT & AUDIT REPORT 2018/2019

ATTACHMENT 3 - 2018/19 Originally Budgeted Carry Over to 2019/20

30/06/2019 Expenditure Income
e
Current Total Budgeted - Funded
Acct @ Job#  Description Budget ma[;:"m [Forecast Exp | Carry Over ity S b Incame ﬁm”: e Budost Commerts
[} by 0619 | Experditure($) Ame camyover Y7 Amourt 1718
LEil
851 - Manager Planning & Building Services
a7z :ng%;.m Netw ot - Cap B - Volriear Bush : pysp— P P 1198424 1198424 5 zo ATY-OVER 5 B ot o VS (Grart, Lt 96 55380) racusly aired e in
Capital Grant Furding For Plart/Expipy Buidings - Cap | N . “**CARRY-CNER: 5 Bay Shed for VEFE |Gror: Furgied sme by carried over in
S0 Inc: - WaLrtear Bush Fira Bigace | 412000000 (1200000 (12000000 Wit
Total Proposad Carry Over - CRED 1,560,033 1.831,157 71118 38014 (1293773 24241
TOTAL PROPOSED CARRYOVER EXP/{INC) 10,621 668 11,263,406 641,737 (BAZ2148) (10659101 (2.516,953)
Met MUNI carryover 11,895.216)
19/20 FAGS grants in advanee in 18/19 1,507,238

Total Muni Carryover

Add FAGS back in

2018-2019 Surplus - Originally Budgeted Carryover - as Adjusted
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Iltem 5.1 - ANNUAL FINANCIAL REPORT & AUDIT REPORT 2018/2019

ATTACHMENT 3 - 2018/19 Budget Carried Over to 2019/20

30/06/2019 Expenditure Income
Current Total
Acct# Job & Dascription Budget 'I'otale'l'D Forecast Exp Mtual;:"’lwa' Funding Source ca M::':rl Ine Comments
[ ® by 30618 i ry
Executive
ES7 - Special Projects Co-ordinator
Ecanomic Development Program Expense - Flace .
138723 Making Officer Acthiation -Op Exp - Other Economic a _ 8,272 RED Grant ?EPD Grants received on FY 18/19. Committed payment in F¥ 10/20 to be camied over as per
Services .
‘Grants & Contributions Recsived - Op Inc - Economic $32,739 of BBRF 1o be received in 18/20 but intendsd to offset Chinatown Discovery Festival
1367301 Services Speclal Projects T (A {32.739) § pansas incurred In 18119,
Total Proposed Carry Over - Executive 9,272 (32,739}
Corporate Services
€51 - Director Corporate Services
405370 Kimbarley Zone - Kimbarley Volunteer Strategy Grant (85,000} - KRCG (85.000) =***Carry over Kimberley Voluntearing Strategy Grants income 385K advised from James W
T Kimberley Zone - Volunteering Strategy - Op Exp 5000 25,000 36,000 KROG W LAY OVEF PR AIMBANEY £0N6 YOILNIBANG SErategy UpSHENt pann A0S0 Tom James
408237 FMDSMEY 00811 & LTIER S IME - 10,000 B 10,000 KRCG *+**Carry over ICT & Offica 365 Improvement Budgat to FY19/20 $10K advised from James W
142231 Consullanis Corp Serv - Op Exp - Corp Gov Support 121,000 38,305 30,500 MUNI “***Carry-over Commitled Payment for 50% final paymen! $30,500 advise from Jame W
56 - Manager Information Technology
148122 Software 285000 Cap Exp - 1T 161,000 52,205 8,000 MUK J'a"'“::‘r{‘y-msr Committed Payment for Software Porfolio Capital Project $65K advise from
146120 Equip & HWare > 35000 Cap Exp - IT 280,550 251,136 4,054 BCG “***Carry-over PRJ Chinat WIFI Safer Grants C itted Payment $4,954
1367405 1367413 ‘;2:‘2‘?“" FURIG W1 FIOISEL - UINAN INTTS NEw - 120,000 60,150 59,650 MU = Carry-over Chinalown Revitalisation Public Wi-Fi - §59,850°
146102 License Maint and Support - IT Exp 522,300 440.288 16,000 MUni =***Carry-over Committed Payment §16K for Hosted Backup edvised from Pat D
Total Proposed Carry Over - Corporate Services 226,304 (65,000}
—— ——
Infrastructure
ES1 - Director Infrastructure
Kerr St & Stracke Cove Lighting Upgrade (Safer - 5 .
125215 125807 ) Cap Exp 130,878 125,579 5,289 506 Carry-over PRJ Saler Community Granls Lighting Upgrade upspent funding §5.299
107550 107556  Broome Cemetery New Infrastructure Cap Exp 108,387 30227 27,514 5CG “***Carry-over PRJ Safar Community Grants Lighting Upgrade upsent funding § 27,514
1367404 1367407  Dampisr 5t Upgrade - Cap Exp 3,681,140 3,548,168 111,872 kad ****Carry-Over PRJ Dampier 5t Update Committed Payment PORI0525 5482 422
1367404 1367408 Camarvon St Upgrade - Cap Ex 4,996,182 4,908,206 87,976 7 ****Carry-Over PRJ Carnarvon St Upgrade Committed payment PO#80525 530,713

ES9 - Manager Engineering
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ATTACHMENT 3 - 2018/19 Budget Carried Over to 2019/20

30/06/2019 Expenditure Income
Current Total
Acct# Job & Dascription Budget 'I'otale'l'D Forecast Exp Mtual;:"’lwa' Funding Source ca M::':rl Ine Comments
[ ® by 30618 i ry
122430 HNatural Disaster Grant - Fiood Damage Repairs (970,000) - {570,000) Natural Disaster Grant. Exp Acc # 1224168 & #122415
E53 - Manager Engineering
Access & Inclusion Improvements New Infra - Cap ~ = Cary over - PROJECT - DIS120201 - Access and Incusion Upgrades as per the 2014
1zsiaat Em 20,000 20,000 MUNI Access and Inclusion Audit (§20,000), 100% Muni funded
" BROJECT - DIS180201 - Access and Incusion Upgrades as per the 2014 Access and
1223481 FRUPDO1  Various FootPath Upgrade - Cap Exp 58,100 8.763 45,337 MU Inclusion Audit {§20,000), 100% Muni funded, Reducsd cost 527K (transfar to 125281) dus to
dasign changas Tolal Funding $55.1K
PK3 - Parks Coordinator
- y . =***Carry over - PRJ DOS190224 Playground Renew 58.5K committed spending on
113851 113787 Solway Park ranewal Infra - Cap Exp - Pks & Ovals 27,200 24,728 8,500 MUNI combination unlt & New SUrTouNds exira shade sal.,
PM2 - Asset & Building Coordinator
132310 132310 E:Sb”d‘ Bay GP - Plannad Maint & Minor Works - Op 33,820 16,608 18,212 MUNI ***Carry over - PROJECT DIS 180226 - Rosbuck Bay Caravan Park Trea Reduction.
147100 Building Captial > $5k - Cap Exp - Unclassifisd 774,000 702,428 71,574 MUNI =***Carry Over - PROJECT DIS190206 - Genaral Building Renewal- committed paymant
Genaral $71,574
Total Proposed Carry Over - Infrastructure 307,384 (970,000}
Community & Economic Development
HS1- Manager Health & Ranger Services
. ) i *+* Cary over unspant grants from FY 18/10 Cost associated o the income generatad from
Snaz16 Bush Fire Mitigation - Op Exp - Fire Pravention e SRl § 5949 Water Gorp Water Corp private works for prascribad bum. Incraase by 25,053 (income in 51405),
Cabie Beach Vehicle Ramp Signage Upgrade - Cap - N
53271 Exp- Oth Law Ord & PS $17.5K Budget has been retumed back on FACR 3
Fire Danger Rating Signs: Okd Broome Rd/Cape
53270 Leveque Rd (Electronic Board = = $14.3K Budget has been returmed back on FACR 3
oms2 - ger C ity D P
Broofme Enfry Slalement Signage New Consl - Cap ” ) " CARRY-OVER: PROJECT - Bioome Entry Stalement (camied over liom 2016-17). $74,083
118125 116128 E:p ~ Other Cult 74,089 74,089 MUNI 100% Muni Funded.**
Broome Visitor Centra Complax- Op Exp - Tourism & vaen - - i
132050 e Promation 75,640 31,740 . 44,400 MURI CARRYOVER Brooma Visitor Centra Dperational Review
116085 Heritage Projeets - Op Exp - Other Cullure 60,000 - 60,000 MUNI ""PROJECT DCO1S0218 - Arts, Cullure and Herllage Strategy S80k (100% Muni funded)
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ATTACHMENT 3 - 2018/19 Budget Carried Over to 2019/20

30/06/2019 Expenditure Income
Current Total
Acct# Dascription Budget 'I'otale'l'D Forecast Exp Mtual;:"’lwa' Funding Source ca M::':rl Ine Comments
[ ® by 30618 i ry

22172 go“'::r‘r::""'::““"smmp Program - Op Exp - Cllher 06,153 58871 37,282 MUNI we+( ARRY-OVER: MUNI Funded Eommunity Spansorship Pragram from pror yaars §37 282

Public A fi R y - fra Naw -
1367405 g fonded from Resere) - Gmernfa tew 306,368 261,045 16,681 Reserve ****Carry over - Project Chinatown Public Ad Commited Paymant or PO §16,693

) *=+Carry aver - Dept Primary & Regianal Development - Kimberley Develogs
23040 E"”:_:r: De‘gl':p"g".‘ Pragrmme & Working Group - 30,545 10,311 5,000 Grants $5000 - Midright Basketball grantsicontribuions. Program did not run in 17-18. Started again
P Exp - Wiher Lovemance in July 2018 {Ine AIC 23050 in FY¥ 17/18)
Total Proposed Carry Over - CRED 243,413 [}

TOTAL PROPOSED CARRYOVER EXP/(INC)

Net MUNI carryover
19/20 FAGS grants in advance in 18/19

Total Muni Carryover
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1. Executive Summary

Introduction

Audit Status and
Report

Key Audit Risks or
Focus Areas

Summary of Audit
Differences

Internal Controls
Relevant to Audit

Shire of Broome

Audit Concluding Memorandum 30 June 2019

Moore Stephens has been engaged by the Office of Auditor General (OAG) Western
Australia to perform an audit of the Shire of Broome's (the Shire) annual financial
report for the year ended 30 June 2019.

The key purpose of this memorandum is to promote effective communication
between the auditor and those charged with governance regarding the completion of
the current year’s audit.

We request management and the Audit Committee to review this document to help
ensure :

* the Shire concurs with any matters raised, and
» there are no further significant considerations or matters that could impact
the audit and the financial report.

This document is strictly confidential and although it has been made available to
management and those charged with governance to facilitate discussions, it may not
be taken as altering our responsibilities to the Shire arising under our audit contract
with the OAG.

The contents of this document should not be disclosed to third parties without our
prior written consent.

We are pleased to advise that we have substantially completed our audit of the Shire's
financial report for the year ended 30 June 2019.

We will recommend to OAG to issue an unqualified opinion on the audit of the Shire’s
financial report.

In addition, we noted the following matter to be reported in accordance with Reg
10(3) of the Local Government (Audit) Regulations 1996:

e Thereis asignificant adverse trend in the financial position of the Shire as the
Operating Surplus Ratio has been below the industry benchmark and OAG
threshold for the past 3 years.

We identified key audit risks or audit focus areas as part of our risk assessment
procedures undertaken throughout the audit.

We are pleased to advise we have satisfactorily completed our audit procedures
designed to address those risks and meet our audit objectives. Particulars of the key
audit risks and results of the relevant procedures performed are detailed in Section 2
of this memorandum,

We did not identify any non-trivial uncorrected audit differences.

We did not identify any significant deficiencies in internal controls. Any non-
significant deficiencies that were noted were included in the formal management
letter issued after the interim audit.

Moore Stephens | 3
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1. Executive Summary (Continued)

Other Key Matters We confirm we have had no issues in relation to our independence as auditor of the
Shire, irregularities and illegal acts, non-compliance with laws and regulations,
appropriateness of accounting policies and liaison with management.

We have also provided a brief summary of the new accounting standards that may
impact the Shire in the future periods for your due considerations at Appendix 1.

Shire of Broome
Audit Concluding Memorandum 30 June 2019
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2.Key Audit Risks and Focus Areas

As part of our risk assessment, we identified key audit risks based on our extensive knowledge of the Shire, the
industry and issues faced by regional local governments. This risk assessment process is designed to ensure that we
focus our audit work on the areas of highest risk.

This risk assessment and our responses have been updated throughout the engagement to ensure that all areas of

material risk are addressed by our audit.

Set out below is an overview of what we have identified as the key audit risks and focus areas for the audit of the
Shire's financial report for the year ended 30 June 2019. The table below also includes our audit procedures
performed to address these risks together with the outcomes.

RISK AREAS

PROPERTY, PLANT AND EQUIPMENT

INFRASTRUCTURE

AUDIT PROCEDURES TO ADDRESS RISK

CONCLUSIONS

This is a significant industry
risk given the material nature
of the balance and judgement
applied in determining
depreciation expense.

As at 30 June 2019, the Shire
reported a total property,
plant and equipment and
infrastructure of $381.7mil.

The following is a broad outline of our approach:

Property, Plant and Equipment and Infrastructure

Documented and tested key audit controls
around Property, Plant and Equipment and
Infrastructure balances.

Assessed accounting policies associated
with fair value assessments and ensured
they are in accordance with accounting
standards.

Sample testing of asset additions and
disposals.

Reviewed capitalisation threshold applied
for compliance with new 55,000 threshold
required by Local Government (Financial
Management) Regulation 17A(5).
Reviewed impairment assessments.
Reviewed fair value disclosures to ensure
they were in accordance with AASB13
requirements.

Depreciation and amaortisation

Understood and documented depreciation
policies relevant to the warious asset
classes.

Documented and tested key audit controls
around the calculation of
depreciation/amortisation.

Performed depreciation recalculations
based on our sampling approach.
Performed substantive
pracedures.

In addition, given our industry experience,
reviewed the determination of applicable
depreciation rates.

analytical

Based on work performed, we
are satisfied the Shire's fixed
assets are fairly stated and
disclosed in the 2019 financial
report.

Shire of Broome

Audit Concluding Memorandum 30 June 2019
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2.Key Audit Risks and Focus Areas (Continued)

RISK AREAS
EMPLOYEE BENEFIT PROVISIONS

Provisions for annual leave and
long service leave involve a degree
of management estimation and
uncertainty in their calculation in
respect of inflation rates, discount
factors, timing and probabilities of
settlement. There is risk these
liabilities may not be captured
completely and recognised in
accordance with AASB 119:
Employee Benefits.

As at 30 June 2019, the Shire
reported a total provision of
S2.4mil,

MANAGEMENT OVERRIDE OF
CONTROLS

AUDIT PROCEDURES TO ADDRESS RISK

We documented and tested key audit controls and
performed walkthroughs of the systems with a view

to rely on the internal controls.

We performed

substantive test of detail utilising our sampling

methodology as well as year end analytical review to

add to the level of audit assurance obtained.

We also reviewed employee benefit provisions to
ensure they are consistent with the payroll records

and calculated in accordance with AASB119.

CONCLUSIONS

Based on work performed, we
are satisfied the Shire's
employee benefits provisions
are fairly stated and disclosed
in the 2019 financial report,
including the split between
amounts expected to be

settled in the future.

Management is involved in day to
day operations and monitoring of
the business, which gives them
the  ability to
accounting records and
manipulate financial disclosures
by overriding controls in place.
Due to the unpredictable way in
which such override could occur,
this leads to potential fraud risk.

manipulate

The following procedures were performed:

Reviewed journal entries and other adjustments
for evidence of possible material misstatements
due to fraud;

Reviewed accounting estimates and application
of accounting policies for evidence of bias or
apgressive accounting practices; and

For significant or unusual transactions,
evaluated the business rationale {or the lack
thereof) for evidence of fraudulent financial
reporting or misappropriation of assets.

During our interim visit we
noted, whilst management
require all general journals to
be manually authorised and
independently reviewed
prior to posting, these
process controls could be
bypassed. However, our
sample testing of journals did
not identify any erroneous
journals. Furthermore, this
weakness was subsequently
rectified.

Based on work performed, we
are satisfied that the risk of
fraud from management
override has been reduced to
an acceptable level,

Shire of Broome

Audit Concluding Memorandum 30 June 2019
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2.Key Audit Risks and Focus Areas (Continued)

RISK AREAS
REVENUE

The Shire’s main sources of
revenue are:
e government grants;
» rates; and
* Other fee for

revenue streams.

service

Given the variety of revenue

streams, there is a risk that
revenue may not be recognised
with relevant accounting
standards.

For the year ended 30 June 2019,
the Shire has recognised:

AUDIT PROCEDURES TO ADDRESS RISK

Given the nature of local government grants, we
substantively tested this revenue to third party
documentation and vouched receipt of funds in
accordance with our established sampling
methodology. We also performed analytical review
procedures.

With respect to Rates, we documented and tested
key audit controls and performed walkthroughs of
the systems with a view ta rely on internal controls.
We performed substantive test of details utilising
our sampling methodology as well as year-end
analytical review to add to the level of assurance
obtained.

We also reviewed the design and implementation of

CONCLUSIONS

Based onwork performed, we
are satisfied the Shire's
revenue is fairly stated and
disclosed in the 2019 financial
report.

Rates $22.4mil controls of all other main sources of revenue.
Operating 54.0mil
grants As part of these procedures, we performed cut-off
subsid’ies and testing to help ensure revenue is correctly
contributions recognised and recorded.
Non- $12.6mil We considered the impact of AASB 15 on the local
Operating government industry and ensured adequate
grants, disclosures regarding the impact were made in the
subsidies and financial report.
contributions . .
- We also considered the nature, complexity and

Fees and | $9.9mil - A )

materiality of the revenue transactions in the
Charges : o . .

process of identifying the risk of fraud in revenue.
Shire of Broome

Audit Concluding Memorandum 30 June 2019
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2.Key Audit Risks and Focus Areas (Continued)

RISK AREAS

EXPENDITURE

In keeping with the industry as a
whole, expenditure forms a large
part of a government’s
operations. This takes the form of
both operating and capital.

local

For the year ended 30 June 2019,
the Shire has recognised:

Employee $14.8mil
costs

Materials and | $13.2mil
contracts

Depreciation | $10.0mil

RELATED PARTY DISCLOSURE
This was a new area of disclosure
for local governments
commencing for the year ended
30 June 2017.

AUDIT PROCEDURES TO ADDRESS RISK

For the testing of expenditure, we documented and
tested key audit controls and performed
walkthroughs of the systems with a view to rely on
internal controls.

We performed substantive tests of detail based on
our sampling methodology as well as year-end
analytical review to add to the level of assurance
obtained.

We paid particular attention to the cost allocation
methodology  associated with  administration
allocations, Public Works Overheads and Plant
Operating Costs to ensure these are properly
allocated as they impact the split between
operational and capital expenditure.

Specific attention was paid to credit cards,
particularly in light of history and our experience of
the industry. As part of our audit procedures, we
reviewed a sample of credit card statements for
each credit card holder during the financial year
and ensured they were independently reviewed.
Furthermore, we picked a sample of transactions
from each credit card statement and traced them
to tax invoices to ensure the expense was in
accordance with the Shire's business operating
procedure relating to the “Use of Corporate Credit
Cards”.

We reviewed the processes to ensure the required
disclosures were adequately addressed and a robust
system is in place.

Ensured related party transactions are on an arms’
length basis.

CONCLUSIONS

Based onwork performed, we
are satisfied that the Shire's
expenditure is fairly stated
and disclosed in the 2019

financial report.

Based onwork performed, we
are satisfied that
party
properly disclosed and at
arms’ length basis.

related
transactions are

SIGNIFICANT ADVERSE
TRENDS

Reporting of any material matters
that indicate significant adverse
trends in the financial position of

the Shire relating to the
requirements of Local
Government (Audit) Regulation
10(3)(a).

Shire of Broome

We used the statutory ratios disclosed and
compared them against industry benchmarks and
previously reported ratios. We also assessing how
the ratios impact the operations of the Shire.

Audit Concluding Memorandum 30 June 2019

Based on work performed,
we noted a significant
adverse trend in the
financial position of the
Shire as the Operating
Surplus Ratio has been
below the industry
benchmark and OAG
threshold for the past 3
years,

Moore Stephens | 8
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3.Summary of Audit Differences

We are required by the auditing standards to communicate all differences (other than clearly trivial) that we noted
during the audit whether they have been adjusted or not.

The tables below provides a summary of this matter:

Adjusted differences

Re-classification of bonds to restricted cash.

Re-classification of cash in lieu of public open space to trust funds.

Unadjusted differences

There were no unadjusted non-trivial differences arising from our audit.

However, we noted the following trivial unadjusted difference listed below:

Effect on net result
Increase/(decrease)

Effect on net result
Increase/(decrease)

Account

Reported balance

Actual balance

Variance

Trust funds

1,028,988

1,008,367

20,621

The unadjusted difference relates to amounts requiring adjusting or further investigation by

management.

Shire of Broome

Audit Concluding Memorandum 30 June 2019
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4.Internal Controls Relevant to Audit

As part of our planned audit approach, we have evaluated the Shire’s system of internal controls primarily to enable
us to determine the appropriate nature and extent of our procedures.

This, however, does not constitute a comprehensive review. Accordingly, the Audit Committee may wish to discuss
with management any matters they may have raised with respect to particular systems, which may necessitate a
more comprehensive review.

It should be appreciated that our audit procedures are designed primarily to enable us to form an opinion on
the financial statements and therefore may not bring to light all weaknesses in systems and procedures which
may exist. However, we aim to use our knowledge of the Shire's organisation gained during our work to make
comments and suggestions which, we hope, will be useful to you.

We are pleased to advise that we did not note any significant deficiencies in internal controls. Any non-
significant deficiencies that were noted were included in the formal management letter issued after the
interim audit.

Shire of Broome
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5.0ther Key Matters

In accordance with Auditing Standards, we are required to communicate a number of matters with those charged
with governance which is covered in the table below.

Matters Considered Outcome

Ethics and Independence

We have obtained independence declarations from all staff engaged in
the audit. We also have policies and procedures in place

We confirm that to the best of our knowledge, we met 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.

We have further considered the safeguards the Moore Stephens
Australia network has in place and we are not aware of any services
being provided that would compromise our independence as external
auditor.

Fraud and Compliance with Laws and

Regulations

We have enguired with the Management regarding the existence of
fraud and/or non-compliance with laws and regulations. We have also
reviewed the general ledger and minutes for evidence of these.

Based on the confirmation obtained from the Management and wark
performed we are confident that the risk of fraud in relation to financial
reporting and non-compliance with laws and regulations is low and have
not identified any repartable matters for your attention.

Appropriateness of Accounting Policies

Based on the work performed, we are satisfied that accounting policies
used for the preparation of financial report are acceptable financial
reporting framework and 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.

Appropriateness of the Use of Going
Concern Basis of Accounting

Based on the audit evidence obtained up to the date of our auditor’s
report, we are not aware of material uncertainty exists related to events
or conditions that may cast significant doubt on the Shire’s ability to
continue as a going concern.

Liaison with Management

We had no disagreements with management about significant audit,
accounting or disclosures matters.

There were no difficulties encountered in dealing with management
related to the performance of the audit.

New Accounting Standards for Future

Periods

Please refer Appendix 1 of this document.

Shire of Broome
Audit Concluding Memorandum 30 June 2019
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Developments

Appendix 1: Recent Regulatory and Technical

The AASB has issued a number of new and amended Accounting Standards and Interpretations and there have been
amendments to the Local Government (Financial Management) Regulations 1996, that have mandatory application
dates for current or future reporting periods, some of which are relevant to the Shire.

The new and amended pronouncements that are relevant to the Shire are set out as follows:

Title Issued / Complied | Applicable V)

AASB 9 Financial
Instruments
(incorporating AASB
2014-7 and AASBE 2014-
8)

AASB 15 Revenue from  December 2014

Contracts with
Customers

AASB 16 Leases

December 2014

February 2016

1 January 2018

1 January 2019

1 January 2019

Objective

This Standard is to improve and simplify the
approach for classification and measurement of
financial assets compared with the requirements
of AASB 139,

This Standard establishes principles for entities to
apply to report useful information to users of
financial statements about the nature, amount,
timing and uncertainty of revenue and cash flows
arising from a contract with a customer.

The effect of this Standard will depend upon the
nature of future transactions the Shire has with
those third parties it has dealings with. It may or
may not be significant. The Shire has concluded
this not to be significant.

Under this Standard there is no longer a distinction
between finance and operating leases. Lessees will
now bring to account a right-to-use asset and lease
liability onto their statement of financial position
for all leases. Effectively this means the vast
majority of operating leases as defined by the
current AASB 117 Leases which currently do not
impact the statement of financial position will be
required to be capitalised on the statement of
financial position once AASB 16 is adopted.

Currently, operating lease payments are expensed
as incurred. This will cease and will be replaced by
both depreciation and interest charges.

AASB 1058 Income of
Not-for-Profit Entities
(incorporating AASB
2016-7 and AASB 2016-
8)

December 2016

1 January 2013

These standards are likely to have a significant

impact on the income recognition for NFP's. Key

areas for consideration are:

- Assets received below fair value;

- Transfers received to acquire or construct non-
financial assets;

- Grants received;

- Prepaid rates;

- Leasesentered into at below market rates; and

- Volunteer services.

Shire of Broome

Audit Concluding Memorandum 30 June 2019
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Appendix 1: Recent Regulatory and Technical
Developments (Continued)

Title Issued / Complied | Applicable (¥ Objective

Local Government June 2018 July 2018 This amendment states that from 1 July 2018,
{Financial assets acquired for less than 55,000 must be
Management) excluded from the fixed asset register,

Regulation 17A(5)

Local Government June 2018 July 2018 This amendment states that from 27 June 2018,
(Financial the revaluation of assets will only be required
Management) when the local government is of the opinion that
Regulation 17A(4){a){b) the fair value of the asset is likely to be materially

different from its carry amount; and in any event,
within a period of at least 3 years but not more
than 5 years after the day on which the asset was
last valued or revalued.

MNotes: 'Y Applicable ta reporting periods commencing on or after the given date.

The impact of these standards and legislative changes, if any, on the Shire's financial statements in the current and
future periods has been assessed by management and disclosed in the 2019 annual financial report.

Shire of me Moore Stephens | 13
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