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The Shire of Kondinin conducts the operations of a local government with the following
community vision.

The Shire of Kondinin is dedicated to provide the community services and facilities to meet the
needs of the community members and enable them to enjoy a pleasant and healthy way of life.

Principal Place of Business:
Gordon Street
KONDININ WA 6367



SHIRE OF KONDININ

FINANCIAL REPORT

FOR THE YEAR ENDED 30 JUNE 2022

LOCAL GOVERNMENT ACT 1995
LOCAL GOVERNMENT (FINANCIAL MANAGEMENT) REGULATIONS 1996

STATEMENT BY CHIEF EXECUTIVE OFFICER

The atlached financial repart of the Shire of Kandinin for the year ended 30 June 2022 is based
on proper accounts and records to present fairly the financial position of the Shire of Kandinin

at 30 June 2022 and the results of the aperations 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.

[4
Signed on the /Q /é day of Q/%Cé’?fgf% 2022
./

“——Chief x8slitive Officer

Grrrn syl iSeren .

Name of Chief Executive Officer
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SHIRE OF KONDININ

STATEMENT OF COMPREHENSIVE INCOME
BY NATURE OR TYPE

FOR THE YEAR ENDED 30 JUNE 2022

2022 2022 2021
NOTE Actual Budget Actual
$ $ $
Revenue
Rates 26(a) 3,367,662 3,335,383 3,217,782
Operating grants, subsidies and contributions 3,512,955 1,260,744 2,690,150
Fees and charges 25(c) 605,413 544,800 937,284
Interest earnings 2(a) 36,904 25,680 45,487
Other revenue 445,429 385,573 1,564,170
7,968,362 5,652,180 8,454,873
Expenses
Employee costs (2,056,105) (1,887,182) (2,191,544)
Materials and contracts ( 1,620,657) (2,210,613) (2,284,744)
Utility charges (281,805) (333,850) ( 314,445)
Depreciation 10(a)  ( 3,266,878) (3,232,935) (3,220,207)
Finance costs 2(b) (133,128) (177,324) ( 144,005)
Insurance (242,781) (240,290) (226,974)
Other expenditure 2(b) ( 208,758) (313,205) (272,658)
(7,810,112) (8,395,399) (8,654,577)
158,250 (2,843,219) (199,705)
Non-operating grants, subsidies and contributions 3,398,804 7,048,465 2,090,663
Profit on asset disposals 10(c) 123,619 9,488 12,831
Loss on asset disposal 10(c) (33,581) (31,739) (47,478)
Share of result in associate 21 ( 4,250) (2,368)
Fair value adjustments to financial assets at
fair value through profit or loss 2,998 0 1,939
3,487,590 7,026,214 2,055,586
Net Result for the period 25(b) 3,645,840 4,182,995 1,855,881
Other comprehensive income for the period
ftems that will not be reclassified subsequent to profit or loss
Share of changes in asset revaluation surplus in associate 0 0 (132,656)
Total other comprehensive income for the period 0 0 (132,656)
Total comprehensive income for the period 3,645,840 4,182,995 1,723,225

This statement is to be read in conjunction with the accompanying notes.
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SHIRE OF KONDININ
STATEMENT OF FINANCIAL POSITION
AS AT 30 JUNE 2022

CURRENT ASSETS

Cash and cash equivalents
Trade and other receivables
Other financal assets
Inventories

Other assets

TOTAL CURRENT ASSETS

NON-CURRENT ASSETS

Trade and other receivables
Other financal assets

Investment in associate

Property, plant and equipment
Right of use assets

Infrastructure

TOTAL NON-CURRENT ASSETS

TOTAL ASSETS

CURRENT LIABILITIES

Trade and other payables
Other liabilities

Lease liabilities

Borrowings

Employee related provisions
TOTAL CURRENT LIABILITIES

NON-CURRENT LIABILITIES
Borrowings

Employee related provisions

TOTAL NON-CURRENT LIABILITIES

TOTAL LIABILITIES

NET ASSETS

EQUITY

Retained surplus
Reserves accounts
Revaluation surplus
TOTAL EQUITY

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

NOTE 2022 2021
$ $
3 7,136,946 5,445,996
5 314,167 850,125
4(a) 58,180 131,733
6 22,213 21,510
7 93,304 7,636
7,624,810 6,457,000
5 1,636 13,629
4(b) 215,363 270,545
21(a) 48,097 41,850
8(a) 26,917,233 26,805,842
11(a) 0 34,774
9(a) 133,970,729 131,693,442
161,153,058 158,860,083
168,777,868 165,317,083
12 557,152 639,669
13 503,262 451,924
28(d) 0 36,513
14 204,187 196,328
15 418,002 363,067
1,682,603 1,687,502
14 2,513,375 2,717,562
15 68,904 44,871
2,582,279 2,762,434
4,264,882 4,449,937
164,512,986 160,867,145
29,526,446 26,905,217
29 2,771,992 1,747,380
16 132,214,548 132,214,548
164,512,986 160,867,145
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SHIRE OF KONDININ
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2022

RESERVES
CASH/
RETAINED INVESTMENT  REVALUATION TOTAL
NOTE SURPLUS BACKED SURPLUS EQUITY
$ $ $ $

Balance as at 1 July 2020 25,238,566 1,558,151 132,347,204 159,143,921
Comprehensive income for the period

Net Result for the period 1,855,881 0 0 1,855,881

Other comprehensive income for the period 0 0 (132,656) (132,656)
Total comprehensive income for the period 1,855,881 0 (132,656) 1,723,225
Transfer from reserves 29 309,942 (309,942) 0 0
Transfer to reserves 29 (499,172) 499,172 0 0
Balance as at 30 June 2021 26,905,217 1,747,380 132,214,548 160,867,146
Comprehensive Income

Net Result for the period 3,645,840 0 0 3,645,840
Other comprehensive income for the period 0 0 [4] 0
Total comprehensive income 3,645,840 0 0 3,645,840
Transfer from reserves 29 30,000 (30,000) 0 0
Transfer to reserves 29 (1,054,611) 1,054,611 0 0
Balance as at 30 June 2022 29,526,446 2,771,992 132,214,548 164,512,986

This statement is to be read in conjunction with the accompanying notes.
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SHIRE OF KONDININ
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2022

CASH FLOWS FROM OPERATING ACTIVITIES

Receipts

Rates

Operating grants, subsidies and contributions
Fees and charges

Service charges

Interest received

Goods and services tax received

Other revenue

Payments

Employee costs

Materials and contracts
Utility charges

Finance costs

Insurance paid

Goods and services tax paid
Other expenditure

Net cash provided by (used in) operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Payments for purchase of property, plant & equipment
Payments for construction of infrastructure
Non-operating grants, subsidies and contributions
Proceeds for financial assets at amortised cost - term
deposits

Proceeds for financial assets at amortised cost - self
supporting loans

Proceeds from sale of plant & equipment

Net cash provided by (used in) investment activities

CASH FLOWS FROM FINANCING ACTIVITIES

Repayment of borrowings
Payments for principal portion of lease liabilities
Proceeds from new borrowings

Net cash provided by (used in) financing activities

Net increase (decrease) in cash held
Cash at Beginning of Year
Cash and cash equivalents at the end of the year

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

2022 2022 2021
NOTE Actual Budget Actual
$ $ $
3,374,310 3,335,383 3,240,693
3,512,955 1,260,744 2,690,150
1,208,652 544,800 407,571
0 0 0
36,904 25,680 45,487
720,823 1,955,151 545,481
448,427 385,573 1,572,847
9,302,071 7,507,331 8,502,228
(1,969,402) (2,137,182) (2,154,746)
(1,811,370) (2,413,716) (2,377,804)
(281,805) (333,850) (314,445)
(135,303) (240,290) (146,157)
(242,781) (177,324) (226,974)
(759,775) (1,505,151) (327,404)
(177,636) (313,205) (255,044)
(5,378,072) (7,120,718) (5,802,574)
17(b) 3,923,999 386,610 2,699,656
8(a) (1,736,143) (7,317,170) (1,458,858)
9(a) (4,263,232) (4,255,503) (1,899,156)
3,398,804 7,048,465 2,090,663
4(a) 75,593 0 (75,593)
28(a) 56,140 56,140 54,173
10(c) 468,630 318,000 257,864
(2,000,208) (4,150,068) (1,030,908)
28(a) (196,328) (221,247) (188,780)
28(d) (36,513) (36,513) (134,080)
28(a) 0 1,352,306 0
(232,841) 1,094,546 (322,860)
1,690,950 (2,668,912) 1,345,889
5,445,996 5,503,975 4,100,108
17(a) 7,136,946 2,835,064 5,445,996
DRY
KIRKNESS
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SHIRE OF KONDININ
RATE SETTING STATEMENT
FOR THE YEAR ENDED 30 JUNE 2022

NET CURRENT ASSETS - At start of financial year - surplus/(deficit)

OPERATING ACTIVITIES
Revenue from operating activities (excluding rates)
Operating grants, subsidies and contributions
Fees and charges
Interest earnings
Other revenue
Profit on asset disposals
Fair value adjustments to financial assets at fair value through profit or loss

Expenditure from operating activities
Employee costs

Materials and contracls

Utility charges

Depreciation

Finance costs

Insurance

Other expenditure

Loss on asset disposals

Non-cash amounts excluded from operating activities
Amount attributable to operating activities

INVESTING ACTIVITIES
Non-operating grants, subsidies and contributions
Proceeds from disposal of assets
Proceeds for financial assets at amortised cost - self supporting loans
Purchase of property, plant and equipment
Purchase and construction of infrastructure
Amount attributable to investing activities

FINANCING ACTIVITIES
Repayment of borrowings
Proceeds from borrowings
Payments for principal portion of lease liabilities
Transfers to reserves (restricted assets)
Transfers from reserves (restricted assets)
Amount attributable to financing activities

Surplus/(deficit) before imposition of general rates
Total amount raised from general rates

Surplus/{deficit) after imposition of general rates

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

2022 2022 2021
NOTE Actual Budget Actual
$ $ $
27(b) 3,198,819 3,217,380 1,647,080
3,512,955 1,260,744 2,690,150
605,413 544,800 937,284
36,904 25,680 45,487
445,429 385,573 1,557,271
123,619 9,488 12,831
2,998 0 1,939
4,727,317 2,226,284 5,244,964
(2,056,105) (1,887,182) (2,191,544)
( 1,620,657) (2,210,613) (2,280,215)
( 281,805) (333,850) ( 314,445)
(3,266,878) (3,232,935) ( 3,220,207)
( 133,128) (177,324) ( 144,005)
( 242,781) (240,290) ( 226,974)
( 213,008) (313,207) ( 272,658)
(33,581) (31,739) ( 47,478)
(7.847,943) (8,427,137) (8,697,526)
27(a) 3,203,621 3,255,186 3,253,925
3,281,814 271,712 1,448,443
3,398,804 7,048,465 2,090,663
10(c) 468,630 318,002 257,864
28(a) 56,140 56,140 54,173
8(a)  (1,736,143) (7,317,170) (1,458,858)
9(a)  (4,263,232) (4,255,503) (1,899,156)
(2,075,801) (4,150,067) (955,314)
28(a) (196,328) (221,246) (188,780)
28(a) 0 1,352,306 0
28(b) (36,513) (36,513) ( 134,080)
29 (1,054,611) (801,572) (499,172)
29 30,000 250,000 309,942
(1,257,452) 542,975 (512,089)
(51,439) (3,335,383) (18,961)
26(a) 3,367,662 3,335,383 3,217,782
27(b) 3,316,224 0 3,198,819
DRY
KIRKNESS
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SHIRE OF KONDININ
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2022

1. BASIS OF PREPARATION

The financial report comprises general purpose financial statements which have been prepared in accordance with
the Local Government Act 1995 and accompanying regulations.

Local Government Act 1995 requirements

Section 6.4(2) of the Local Government Act 1995 read with the Local Government (Financial Management)
Regulations 1996 prescribe that the financial report be prepared in accordance with the Local Government Act 1995
and, to the extent that they are not inconsistent with the Act, the Australian Accounting Standards. The Australian
Accounting Standars (as they apply to local governments and not-for-profit entities) and Interpretations of the
Australian Accounting Standards Board were applied where no inconsistencies exist.

The Local Government (Financial Management) Regulations 1996 specify that vesled land is a right-of-use asset to
be measured at cost, and is considered a zero cost concessionary lease. All right-of-use assets under zero cost
concessionary leases are measured at zero cost rather than at fair value, except for vested improvements on
concessionary land leases such as roads, buildings or other infrastructure which continue lo be reported at fair value,
as opposed to the vested land which is measured at zero cost. The measurement of vested improvements at fair
value is a departure from AASB 16 which would have required the Shire o measure any vested improvements at zero
cost. Accounting policies which have been adopted in the preparation of this financial report have been cansistently
applied unless stated otherwise. Except for cash flow and rate setting information, the financial 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.

Page 09



Shire of Kondinin
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2022

2. REVENUE AND EXPENSES
(a) Revenue

Contracts with customers
Recognition of revenue is dependant on the source of revenue and the associated terms and conditions associaled with each source
of revenue and recognised as follows:

Returns/Refunds/ Timing of evenue
Warranties recognition

Contract obligation Output method

if project not based on project

complete milestones and/or
completion date
matched to
performance
obligations

Nature of goods and
services
Community events, minor
facilities, research, design,
planning evaluation and
services

When obligations
typically satisfied
Over time

Payment terms
Fixed terms transfer
of funds based on
agreed milestones
and reporting

Revenue Category
Operating grants,
subsidies and
contributions with
customers

Fees and charges -
licences, registrations,
approvals

Fees and charges - waste

Building, planning,
development and animal
management

Waste treatment, recycling

Single point in time

Single point in time

Full payment prior to None
issue

Payment in advance None

On payment of the
licence, registration
or approval

On entry to facility

at gate or on normal
trading terms if credit

management entry fees  and disposal service at

disposal sites

provided
Fees and charges - sale Fuel, sand and gravel Single point in time In full in advance, on Refund for faully ~ Qutput method
of stock 15 day credit goods based on goods
sold
Other revenue - private  Contracted private works Single point in time Monthly in arrears None Output method
works based on works
done

Consideration from contracts with customers is included in the transaction price.
Revenue from contracts with customers 2022 2021
was recognised during the year for the following nature Actual Actual
or types of goods or services: $ $
Operaling grants, subsidies and contributions 3,512,955 2,690,150
Fees and charges 605,413 937,284
Other revenue 445,429 1,564,170
Total revenue from contracts with customers recognised during the year 4,563,797 5,191,604
Capital grant/contributions
Revenue from capital grant/contributions recognised as non-operating
grants/contributions and reimbursements 3,398,804 2,080,663
Revenue from statutory requirements
Revenue from statutory requirements was recognised during
the year for the following nature or type classifcations:
General rates 3,367,662 3,217,782
Statutory permits and licenses 605,413 937,084
Fines 0 200

3,973,075 4,155,066
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SHIRE OF KONDININ

NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

FOR THE YEAR ENDED 30 JUNE 2021

2

(a)

(b)

REVENUE AND EXPENSES (Continued)
Revenue (Continued)

Interest earnings
Interest on reserve funds

Rates instalment and penally interest (refer Note 26(e))
Other interest earnings

Expenses

Auditors remuneration
- Audit of the Annual Financial Report
- Other services (Acquittals)

Finance costs
Borrowings
Lease liabilities

Other expenditure
Impairment loss on rates receivables
Sundry expenses

2022 2022 2021

Note Actual Budget Actual
7,719 4,680 10,782
24,963 13,000 26,519
4,222 8,000 8,186
36,904 25,680 45,487
33,100 33,000 29,800
2,000 2,000 900
35,100 35,000 30,700
28(a) 133,001 177,197 141,832
28(d) 127 127 2,173
133,128 177,324 144,005
(64,404) 0 46,730
273,162 313,205 225,928
208,758 313,205 272,658
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SHIRE OF KONDININ
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2022

4.

(a)

CASH AND CASH EQUIVALENTS

Cash at bank and on hand
Term deposils
Total cash and cash equivalents

Held as

- Unrestricted cash and cash equivalents
- Restricted cash and cash equivalents

Restrictions.

The restricted cash and cash equivalents are a result of the following

specific purposes to which the assels may be used:
- Reserves - cash assel backed

- Other liabilities

- Bonds and deposits

SIGNIFICANT ACCOUNTING POLICIES

Cash and cash equivalents

Cash and cash equivalents include cash on hand, cash at bank,
depaosits availabls an demand with banks and other short term
highly liquid investments with original malurites of three months

ar less lhat are readily converl ble to knawn amounts of cash
and which are subject te an insignficant risk of changes in value.

Term deposits are presented as cash equivalents if they have
amaturily of three months or lass from the date of acquisition
and are repayabla wilh 24 hours naotice with na loss of inlerest.

Bank overdrafis are reported as short tarm borrowings in current
lizbilities in the statement of financial positian.

OTHER FINANCIAL ASSETS

Current assets
Financial assets at amortised cost

Other financial assets at amortised cost
Self supporting loans receivable
Term deposits

Held as
- Unrestricled other financial assels at amortised cost
- Restricted other financial assets at amortised cost

Non-current assets
Financial assels at amortised cost
Financial assets at fair value through profit and loss

Financial assets at amortised cost
Self supporting loans receivable
Term deposits

Financlal assets at fair value through profit and loss
Units in Local Govemment House Trust

NOTE 2022 2021
$ $
2,318,895 2,725,685
4,818,051 2,720,331
17 7,136,946 5,445,996
3,838,312 3,229,078
17 3,298,634 2,216,918
7,136,946 5,445,996
2,771,892 1,747,380
503,262 451,924
23,380 17,614
3,298,634 2,216,918

Reslricted Financial assels

Restricted financial asset balances are not available for general use
by the local gavernment dus to axternally imposed rastrictions.
Restrictans are spedfied in an agreement, conlract or legislation.

This applies to reserves, unspent grants, subsidies and contributions

and unspent loans that have nol baen fully expended in the manner
specified by the cantributor, legislation ar loan agreement and for
which no liability has bean recognised,

Details of restrictons on financial assets can be found at Nole 18.

2022 2021
$ $
58,180 131,733
58,180 131,733
28(a) 58,180 56,140
0 75,693
58,180 131,733
58,180 56,140
0 75,503
58,180 131,733
28(a) 157,010 215,191
58,353 55,355
215,363 270,545
157,010 215,191
0 [\
157,010 215,191
58,353 55,355
58,353 55,355

Loans receivable from clubsfinstitutions have the same terms and conditions as the relaled borrowing disclosed in
Note 28(a) as self supporting loans. Fair value of financial assets at fair value through profit or loss is determined
from the net asset value of the units held in the Trusl at balance date as compiled by WALGA.

SIGNIFICANT ACCOUNTING POLICIES

Other financial assets at amortised cost

The Shire classifies financial assels at amortised cost if both

of the following criteria are met:

- the assetis held within a business model whose objective
is to collect the contractual cashfiows, and

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

Fair value of financial assels at amortised cost are not materially
different to the'r cammying amounts, since the interest receivable
on those assels is either close to current market rates or the
assets are of a short term nature. Non-current financial assets at
amortised cost fair values are based on discounted cash flows
using a curent market rates, They are classified as level 2 fair
values in the fair value hierarchy (see Note 24(i)) due to
observable market rates.

Interest received is presented under cashflows from operating
activities in the Statement of Cash Flows where itis eamed from
financial assets that are held for cash management purposes.

Financlal assels at fair value through profit and loss
The Shire classifies the following assets at fair value through
profit and loss:

- debtinvestments which da not qualify for measurement at
either amortised cost or fair value through other comprehensive
income.

- equity invesiments which the Shire has not elected to
recognise fa'r value gains and losses through other
comprehensive income.

Impairment and risk
Information regarding impairment and exposure to risk can be
found at Note 24,
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SHIRE OF KONDININ
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2022

5. TRADE AND OTHER RECEIVABLES 2022 2021
$ $
Current
Rates receivable 194,820 201,468
Trade and other receivables 103,959 707,197
GST receivable 67,380 57,857
Allowance for credit losses of trade and other receivables (7.650) (7,648)
Allowance for credit losses of rates receivables (44,343) (108,749)
314,167 850,125
Non-current
Pensioner's rates and ESL deferred 1,636 13,629
1,636 13,629

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 and other receivables are recognised initially at the

amount of consideration that is unconditional, unless they
contain significant financing components, when they are

recognised at fair value.

Impairment and risk exposure

Information about the impairment of trade receivables
and their exposure to credit risk and interest rate risk
can be found on Note 22.

Classification and subsequent measurement
Receivables which are generally due for settlement within
30 days except rates receivables which are expected

to be collected within 12 months are classified as current
assets. All other receivables such as, deferred pensioner
rates receivable after the end of the reporting period 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 differences between the face value and fair
value is considered immaterial.
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SHIRE OF KONDININ
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2022

6. INVENTORIES 2022 2021
$ $
Current
Fuel and materials 22,213 21,510
22,213 21,510

The following movements in inventories occurred during the year:

Balance at beginning of year 21,510 13,490
Additions to inventory 358,619 262,446
Inventaries expensed during the year (357,916) (254,426)
Balance at end of year 22,213 21,510

SIGNIFICANT ACCOUNTING POLICIES

General Land held for resale (Continued)

Inventories are measured at the lower of cost and net Borrowing costs and holding charges incurred after
realisable value. development is completed are expensed.

Net realisable value is the estimated selling price in the Gains and losses are recognised in profit and loss at
ordinary course of business less the estimated costs of the time of signing an unconditional contract of sale if
completion and the estimated costs necessary to make the significant risks and rewards, and effective control over
sale. the land, are passed onto the buyer at this point.

Land held for resale Land held for resale is classified as current except
Land held for development and resale Is valued at the lower where it is held as non-current based on the Council's
of cost and net realisable value. Cost includes the cost of intentions to release for sale.

acquisition, development, borrowing costs and holding
costs until completion of development.
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SHIRE OF KONDININ
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2022

7. OTHER ASSETS

2022 2021
$ $
Other assets - current
Prepayments 513 707
Accrued income 0 6,929
Contract assets 92,791 0
Allowance for impairment of contract assets 0 0
93,304 7,636

SIGNIFICANT ACCOUNTING POLICIES
Other current assets Non-current assets held for sale (Continued)
Other non-financial assets include prepayments which Non-current assets classified as held for sale are
represent payments in advance of receipt of goods ar valued at the lower of the carrying amount and fair
services or that part of expenditure made in one accounting value less costs to sell.

period covering a term extending beyaond that period.
The fair value of land and buildings was determined

Non-current assets held for sale using the sales comparisonapproach using

Assets are classified as held for sale where the carrying comparable properties in the area. This is a level 2
amount will be recovered through a sale rather that measurement as per the fair value hierarchy set
continuing use and the asset is avilable for immediate out in Note 24(i).

sale with a sale being highly probable.

Contract assets
Contract assets primarily relate to the Shire's right to
consideration for work completed but not billed at the
end of the period.

Impairment of associated with contracts with customers
are detailed in note 2 (b).
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SHIRE OF KONDININ
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2022

10. FIXED ASSETS

(a) Depreciation Note

Buildings-non-specialised
Buildings-specialised

Furniture and equipment

Plant and equipment

Infrastructure - Roads

Infrastructure - Footpaths
Infrastructure - Drainage
Infrastructure - Parks and ovals
Infrastructure - Other

Right of use assets (refer Note 11(a))

2022 2022 2021
Actual Budget Actual

$ $ $
258,777 177,478 209,925
517,249 579,387 524,118
35,605 67,452 34,135
434,529 380,113 383,174
1,615,042 1,568,121 1,497,618
32,949 13,145 22,274
26,976 12,260 26,976
38,874 28,075 27,828
372,104 372,130 359,918
34,774 34,774 134,241
3,266,878 3,232,935 3,220,207

Depreciation rates

Typical estimated useful lives for the different asset classes for the current and prior years are included

in the table below:

Asset Class
Buildings
Furniture and Equipment
Plant and Equipment
Sealed roads and streets
formation
pavement
seal
- bituminous seal
- asphalt surfaces
Gravel roads
formation pavement
gravel sheet
Formed roads (unsealed)
formation
pavement
Footpaths - slab
Sewerage - piping
Water supply piping and drainage systems
Parks and ovals
Right of use (plant and equipment)

(b

—

Fully depreciated assets in Use

Useful life

30 to 50 years
4 to 10 years
5to 15 years

not depreciated
50 years

20 years
25 years

not depreciated
12 years

not depreciated
50 years

20 years

100 years

75 years

10 to 40 years

Based on the remaining lease term

The gross carrying amount of assets held by the Shire which are currently

in use yet fully depreciated are shown in the table below:

Furniture and equipment
Plant and equipment

2022 2021
$ $
26,041 26,041
0 0
26,041 26,041
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SHIRE OF KONDININ
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2022

10. FIXED ASSETS (Continued)

(¢) Disposals of Assets

2022 2022 2022 2022 2021 2021
Actual Actual 2022 2022 Budget Budget 2022 2022 Actual Actual 2021 2021
Net Book Sale Actual Actual Net Book Sale Budget Budget Net Book Sale Actual Actual
Value  Proceeds Profit Loss Value  Proceeds Profit Loss Value Proceeds Profit Loss
$ $ $ $ $ $ $ $ $ $ $ $

Furniture and Equipment 31,725 627 0 (190) 0 0 0 0 0 0 0 0
Plant and Equipment 346,868 468,003 123,619 (33,391) 340,253 318,000 9,488 (31,739) 292,510 257,864 12,831 (47,478)

378,593 468,630 123,619 (33,581) 340,253 318,000 9,488 (31,739) 292,510 257,864 12,831 (47,478)
The following assets were disposed of during the year.

2022 2022
Actual Actual 2022 2022
Net Book Sale Actual Actual

Furniture and Equipment Value Proceeds Profit Loss
Governance $ $ $ $
Laptop Computer 817 627 0 (190)
Other Health
Aircon Unit (faully) replaced 30,908 0 0 (30,808)
Plant and Equipment
Governance
Toyola Prado - OKN 42,579 56,364 13,784 0
Subaru Outback - KN04 23,132 26,364 3,232 0
Subaru Oulback - KN54 7,029 26,364 19,334 0
Other Health
Subaru Forester - KN52 22,273 33,549 11,276 0
Parks and Gardens
Panther 1800 Flail Mower 1,771 6,818 5,048 0
Reel Masler 6700D Mower 14,165 11,682 0 (2,483)
Transport
Toyota Hilux - KN51 11,7589 20,000 8,241 0
Toyota Hilux - KN56 10,120 20,000 9,880 0
Bitumen Sprayer 0 800 800 0
Free Roll 9,827 15,000 5173 0
Volvo L90F Loader - KN67 94,049 95,000 951 0
Dynapac Roller - KN78 66,219 99,700 33,481 0
Other property and services
Toyota Prado - KN49 43,944 56,364 12,420 0

378,593 468,630 123,619 (33,581)
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SHIRE OF KONDININ
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2022

10. FIXED ASSETS (Continued)

SIGNIFICANT ACCOUNTING POLICIES

Fixed assets

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

Initial recognition and measurement for assets held at cost
Plant and equipment including fumiture and equipment is recognised
at cost on acquisilion in accordance with Financial Management
Regulation 17A. Where acquired at no cost, the asset is initially
recognised at fair value. Assets held at cost are depreciated and
assessed for indicalors of impairment annually,

Initial recognition and measurement between mandatory
revaluation dates for assets held at fair value

Assels for which the fair value as at the dale of acquisition is under
$5,000 are nol recognised as an assel in accordance with
Financial Management Regulation 17A (5). These assels are
expensed immediately.

Where multiple individual low value assels are purchased together
as part of a larger assel or colleclively forming a larger asset
exceeding the threshold, the individual assets are recognised as
one asset and capitalised.

In relation to this initial measurement, cost is delermined as the fair
value of the assets given as consideralion plus costs incidental to
the acquisition. For assets acquired at zero cost or othenvise
significantly less than fair value, cost is determined as fair value at
the date of acquisition. The cost of non-current assets constructed
by the City 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 that are land, buildings, infrastructure and
investment properties acquired between initial recoqnition and the
next revaluation of the assel class in accordance wilh the
mandatory measurement framework, are recognised at cost

and disclosed as being al 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 land, buildings and infrastruclure properties is
determined at least every five years in accordance with the requlatory
framework. This includes buildings and infrastracture items which
were pre-existing improvements (i.e, vesled improvements) on
vesled land acquired by the Shire.

At the end of each period the valuation is reviewed and where
appropriate the fair value is updated to reflect currenl market
conditions. This process is considered to be in accordance

with Local Government (Financial Management) Regulation 17A (2)
which requires land, buildings, infrastructure, investment properties
and vested improvements o be shown at fair value.

Revaluation (continued)

For property, plant and equipment and infrastructure, increases in the
carrying amount arising on revaluation of assels are credited to a
revaluation surplus in equity. Decreases that offset previous increases
of the same class of assel are recognised against revaluation surplus
direclly in equity. All other decreases are recognised in profil or loss.
Subsequent increases are then recagnised in profit or loss to the extent
they reverse a nel revaluation decrease previously recognised in profit
or loss for the same class of asset.

Depreciation

The depreciation amount of all properly, plant and equipment and infras-
tructure, are depreciated on a straight-line basis over the individual
assel's useful life from the time the asset is held ready for use.
Leasehold improvements are depreciated over the shorter or either

the unexpired period of the lease or the eslimated useful life of the
improvements.

The assets residual values and useful lifes are reviewed, and adjusted
if appropriate, at the end of each reporting period:

An assel's carrying amount is wrillen down immedialely to ils recoverable
amount if the asset's carrying amount is greater than its eslimated
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 period in which they arise.

Depreciation on revaluation

When an item of property, plant and equipment and infrastruclure is

revalued, any accumulated deprecialion at the date of the revaluation

is treated in one of the following ways:

(i) The gross carring amount is adjusted in a manner that is consistent
with the revalualion of the carrying amounl of the assel. For example,
the gross carrying amount may be restated by reference to observable
market dala or it may be restated proporlionately to the change in
the carrying amount. The accumulated depreciation at the date of
the revaluation is adjusted o the difference between the gross
carrying amount and the carrying amount of the assel after taking
into account accumulated impairment losses; or

(ii) Eliminated aqgainst the gross carrying amount of the asset and the
net amount restated to the revalued amount of the asset.

Amortisation

Allintangible assets with a finite useful life, are amorlised on a slraight-
line basis over the individual asset's useful life from the time the asset
is held ready for use,

The residual value of intangible assets is considered lo be zero and the
useful life and amortisation method are reviewed at the end of each
financial year.

Amorlisation is included wilhin depreciation in the Statement of
Comprehensive Income and in Note 10(a).
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SHIRE OF KONDININ
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2022

11. LEASES
(a) Right of Use Assets

Movement in the carrying amounts of each class of right of
use asset between the beginning and the end of the
current financial year.

Balance at 1 July 2020
Additions

Depreciation (expense)
Balance at 30 June 2021
Additions

Depreciation (expense)
Balance at 30 June 2022

Right of use assets - Right of use assets

The following amounts were recognised in the statement of comprehensive income

during the period in respect of the leases where the entity is the lessee:

Depreciation expense on right-of-use assels
Interest expense on lease liabilities

Total amount recognised in the statement of comprehensive income

Total cash outflow from leases

plant and equipment Total
$
169,015 169,015
0 0
(134,241) (134,241)
34,774 34,774
0 0
(34,774) (34,774)
0 0
2022 2021
$ $
(34,774) (134,241)
(127) (2,173)
(34,901) (136,414)
(36,640) (136,253)

The Shire has 5 leases relating to plant and equipment. The lease term for all leases is 5 years and all expired on October 2021.
The Shire negotiated the price and bought all the 5 trucks at the expiry of lease which also included in the 2021/22 approved budget.

SIGNIFICANT ACCOUNTING POLICIES

Leases

At inception of a conlracl, the Shire assesses if the contract
conlains or is a lease. A conlracl is, or contains, a lease if the
conlract conveys the right to control the use of an identified
assel for a period of lime in exchange for consideration.

At the commencement date, a right of use asset is recognised
at cost and lease liability at the present value of the lease
payments that are not paid at thal date. The lease payments
are discounted using the interest rate implicit in the lease, if

that rate can be readily determined. If the rate cannot be readily

determined, the Shire uses the incremental borrowing rate.

All conltracls thal are classified as short-lerm leases (i.e. a lease

with a remaining term of 12 months of less) and leases of low
value assels are recognised as an operaling expense on a
straight-line basis over the term of the lease.

Details of individual lease liabilities required by regulations
are provided at Note 28(d).

Right-of-use assets - valuation

Right-of-use assels are measured at cost. This means that all vested

right-of-use assels (other than vested improvements) under zero
cost (i.e. not included in the statement of financial position). The
exception is vested improvements on concesslonary land leases
such as roads, buildings or other infrastructure which are reported
fair value.

Refer to Note 10 for details on the significant accounting policies
applying to vested improvements.

Right-of-use assets - depreciation

Right-of-use assels are deprecialed over the lease lerm or useful
life of the underlying asset, whichever is the shortest. Where a
lease transfers ownership of the underlying asset, or the cost of
he right-of-use asset reflects that the Shire anticipales to exercise
a purchase oplion, the specific asset is amortised over the useful
life of the underlying asset.
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SHIRE OF KONDININ

NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

FOR THE YEAR ENDED 30 JUNE 2022

12. TRADE AND OTHER PAYABLES

Current

Sundry creditors

Accrued interest on long term borrowings
Accrued salaries and wages

ATO liabilities (PAYG Tax)

Accrued Expenses

Bonds and deposits

SIGNIFICANT ACCOUNTING POLICIES

Financial liabilities

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

Non-derivative financial liabilities are derecognised
where the related obligations 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.

2022 2021
$ $
301,624 421,497
30,921 33,096
98,161 88,432
34,621 36,615
68,444 42,415
23,380 17,614
557,151 639,669

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
usually paid within 30 days of recognition. The carrying
amounts of trade and other paybles are considered to be

-the same as their fair values, due to their short-tern nature.

Financial liabilities

Prepaid rates are, until the taxable event has occurred
(start of the next financial year), refundable at the request
of the ratepayer. Rates received in advance are initially
recognised as a financial liability. When the table event
occurs, the financial liability is extinguished and the Shire
recognises revenue for the prepaid rates that have not been
refunded.
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SHIRE OF KONDININ
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2022

13. OTHER LIABILITIES

2022 2021
$ $

Current
Contract liabilities 0 0
Capital grant/contributions liabilities 503,262 451,924

503,262 451,924
Non-current
Capital grant/contributions liabilities 0 0

0 0

Reconciliation of changes in capital grant/contributions liabilities
Opening balance 451,924 428,494
Additions 543,234 451,924
Revenue from capital grant/contributions liabilities held as contract liabilities at the
start of the period (491,896) (428,494)

503,262 451,924
Expected satisfaction of capital grant/contribution liabilities
Less than 1 year 503,262 451,924
1to 2 years 0 0
2 to 3 years 0 0
3 to 4 years 0 0
4 to 5 years 0 0
> § years 0 0

503,262 451,924

Performance obligations in relation to capital grant/contribution liabilities are satisfied
as project milestones are met or completion of construclion or acquisition of the asset,

SIGNIFICANT ACCOUNTING POLICIES

Contract liabilities Capital grant/contribution liabilities

Contract liabilities represent the Shire's obligation to Capital grant/contribution liabilitiesrepresent the Shire's
transfer goods or services to a customer for which the obligation to construct recognisable non-financial assets
Shire has received consideration from the customer. to identified specifications to be contralled by the Shire
which are yet to be salisfied, Capital grant/conlribution
liabilities are recognised as revenue when the
obligations in the contract are satisfied.

Contract liabilities represent obligations which are not

yet satisfied. Contract liabilities are recognised as revenue

when the perfromance obligations in the contract are satisfied.
Non-current capital grant/contribution liabilities fair values
are based on discounted cash flows of expected
casflows to salisfy the obligations using a current
borrowing rate. They are classified as level 3 fair values
in the fair value hierarchy (see Note 24(i)) due to the
unohservable inputs, including own credit risk,
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SHIRE OF KONDININ
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2022

14. BORROWINGS

2022 2021
Note Current Non-current Total Current Non-current Total
Secured s $ $ $ $ $
Debentures 204,187 2,513,375 2,717,562 196,328 2,717,562 2,913,890
Other loans 0 0 0 0 0 0
Total secured borrowings 28(a) 204,187 2,513,375 2,717,562 196,328 2,717,562 2,913,890

Secured liabilities and assets pledged as security
Debentures, bank overdrafts and other loans are secured by a floating charge over the assets of the Shire of Kondinin.

The Shire of Kondinin has complied with the financial covenants of its borrowing facilities during the 2022 and 2021 years.

SIGNIFICANT ACCOUNTING POLICIES

borrowing costs Risk

Borrowing costs are recognised as an expense when incurred except Informalion regarding exposure to risk can be found
where they are directly attributable to the acquisition, construction or at Note 22.

production of a qualifying asset. Where this is the case, they are Details of individual borrowings required by regulations
caitalised as part of the cost of the particular asset until such time are provided at Note 28.

as the assel is substantiallyready for its intended use or sale.

Fair values of borrowings are not materially different to their carrying
amounts, since the interest payable on those borrowings is either close
to current market rates or the borrowings are of a short term nature.
Borrowings fair values are based on discounted cash flows using

a current borrowing rate. They are classified as level 3 fair values in
the fair value hierarchy (see Note 24(i)) due to the unobservable
inputs Including own credit risk,
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SHIRE OF KONDININ
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2022

15. EMPLOYEE RELATED PROVISIONS

(a) Employee Related Provisions 2022 2021
Actual Actual
$ $
Current provisions
Employee benefit provisions
Annual leave 234,908 200,080
Long service leave 183,093 162,977
418,002 363,067
Non-current provisions
Longservice leave 68,904 44,871
Total employee related provisions 486,905 407,939

Provision is made for benefits accruing to employees in respect of wages and salaries, annual leave

and long service leave and associated on cost for services rendered up to the reporting date and
recorded as an expense during the period the services are delivered.

(a) Annual leave liabilities: Classified as current, as there is no unconditional right to defer settlement
for at least 12 months after the end of the reporting period. Assessments indicate that actual
settlement of the liabilities is expected to accur as follows:

Amounts are expected to be settled on the following basis: 2022 2021
$ $
Within 12 months of the end of the reporting date 164,436 120,054
Mare than 12 months from reporting date 70,473 80,036
234,908 200,090
Expected reimbursements of employee related provisions from
other WA local governments NIL NIL

(b) Long service leave liabilities: Unconditional long service leave provisions are classified as current

liabilities as the Shire does not have an uncondional right to defer settlement of the liability for at least
12 months after the end of the reporting period. Assessments indicate that actual settlement of the

liabilities is expected to occur as follows:

Amounts are expected to be settled on the following basis:

Within 12 months of the end of the reporting date
More than 12 months from reporting date

Expected reimbursements of employee related provisions from
other WA local governments

SIGNIFICANT ACCOUNTING POLICIES

Employee benefits

The Shire’s obligations for employees' annual leave and
long service leave entitlements are recognised as employee
related provisions in the Statement of Financial Position.

Short-term employee benefits

Provision is made for the Shire's obligations for short-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 reparting 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
obligation is settled.

The Shire’s obligations for short-term employee benefits
such as wages, salaries and sick leave are recognised as
a part of current trade and other payables in the Statement
of Financial Position.

2022 2021
$ $
72,066 58,069
179,931 149,780
251,997 207,849
NIL NIL

Other long-term employee benefits

Long-term employee benefits are measured at the present
value of the expected future payments to be made to
employees. Expected future payments incorporate
anticipated future wage and salary levels, durations of
service and employee departures and are discounted at
rates determined by reference to market yields at the
end of the reporting period on government bonds that
have maturity dates that approximate the terms of the
obligations. Any remeasurements for changes in
assumptions 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 benefits
are presented as non-current provisions in its statement
of financial position, except where the Shire does not
have an unconditional right to defer settlement for at least
12 months after the end of the reporting period, in which
case the obligations are presented as current provisions.
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SHIRE OF KONDININ
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2022

17. NOTES TO THE STATEMENT OF CASH FLOWS

(a) 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:

2022 2022 2021
Note Actual Budget Actual
$ $ $
Cash and cash equivalents 3 7,136,946 2,835,064 5,445,996
Restrictions
The following classes of financial assets have restrictions imposed
by regulations or other externally imposed requirements which
limit or direct the purpose for which the resources may be used:
- Cash and cash equivalents 3 2,771,992 2,298,953 1,671,787
- Financial assets at amortised cost 4 0 0 75,593

2,771,992 2,298,953 1,747,380

The restricted financial assets are a result of the following specific
purposes to which the assels may be used:

Restricted reserve accounts 29 2,771,992 2,298,953 1,747,380
Unspent loans 0 0 0
Total restricted financial assets 2,771,992 2,298,953 1,747,380

(b) Reconciliation of Net Result to Net Cash Provided
By Operating Activities

Net result 3,645,840 4,182,995 1,855,881

Non-cash items:
Adjustments to fair value of financial assets at fair

value through profit or loss (2,998) 0 (1,939)
Depreciation 3,266,878 3,232,935 3,220,207
(Profit)loss on sale of asset (90,038) 22,251 34,647
Share result/fair value adjustment to investment in assaciate (4.250) 0 2,368
Changes in assets and liabilities:
(Increase)/decrease in trade and other receivables 547,951 318,329 (529,443)
(Increase)/decrease in other assets (85,669) 0 3,899
(Increase)/decrease in inventories (703) 1,510 (520)
Increase/(decrease) in trade and other payables (84,514) (173,694) 169,525
Increase/(decrease) in employee related provisions 78,967 6,933 12,264
Increase/(decrease) in other provisions 0 0 0
Increase/(decrease) in other liabilities 51,338 (156,184) 23,430
Non-operating Grants and contributions for
the development of assets (3,398,804) (7,048,465) (2,090,663)
Net cash provided hy/(used in) operating activities 3,923,999 386,610 2,699,657

(c) Undrawn Borrowing Facilities
Credit Standby arrangements
Bank overdraft limit 250,000 250,000
Bank overdraft at balance date 0 0
Credit card limit 20,000 20,000
Credit card balance at balance date (3,269) (523)
Total amount of credit unused 266,731 269,477
Loan facilities
Loan facilities - current 204,187 196,328
Loan facilities - non-current 2,613,375 2,717,562
Total facilities in use at balance date 2,717,562 2,913,890
Unused loan facilities at balance date NIL NIL
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SHIRE OF KONDININ
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2022

18. CONTINGENT LIABILITIES

As disclosed in Note 21, the Shire of Kondinin has 25% interest in the Bendering Landill Site (the Site).
The Site has been registered as a Category 89 Prescribed Premises under Part V of the Environmental
Protection Act 1986 (EPA). The Environmental Protection (Rural Landfill) Regulations 2002 (WA Rural
Landfill Regulations) apply to category 89 Prescribed Premises in Schedule 1 Part 2 of the Environmental
Protection Regulations 1987, for a putrescible landfill site that accepts between 20 and 5,000 tonnes

of waste per year. These regulations outline requirements for the Site including a post-closure plan.

A Landfill Management Plan (Plan) was prepared by Talis Consultants outlining the post-closure
rehabilitation plan for the Site. The Plan was received by the members of the Roe Regional Organisation
of Councils (RoeROC) at their meeting in July 2022. The Plan estimates the remaining life of Stage 1

of the Site to be approximately four years and that the closure cost for Stage 1 will be $514,337.

The Shire of Kondinin's 25% share of this cost will be $128,584. The Shire currently has $36,325
accumulated fund in Bendering Landill Reserve account by way of Council resolution in 2016/17.

The Shire will transfer the balance of $92,259 for the next three financial years to cover the costs of
rehabilitation Stage 1 of the Site.

19. CAPITAL COMMITMENTS 2022 2021
$ $

(a) Capital Expenditure Commitments

Contracted for:

- capital expenditure projects 146,986 527,842
- plant & equipment purchases 85,966 300,455
Payable:

- not later than one year 232,952 828,297

The capital expenditure projects outstanding at the end of the current reporting period represent
the installation of security cameras (at Kondinin, Hyden and Karlgarin towns), Hyden Tennis
Club reroofing, ducted aircon installation at #6 Hinck Street house and purchase of Trail signs
for Wave Rock precinct.

The prior year commitment was for the construction aged care facilities and purchase of

lease trucks.
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SHIRE OF KONDININ

NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

FOR THE YEAR ENDED 30 JUNE 2022

20. RELATED PARTY TRANSACTIONS

(a) Elected Memhers Remuneration

Councillors [K Mouritz]

President's annual allowance [S Meeking: Jul to Oct '21]

Meeting attendance fees
Annual ICT expenses
Travel and accommodation expenses

Councillor [B Gangell]

Meeting attendance fees

ICT expenses

Travel and accommodation expenses

Councillor [B Browning]

Meeting attendance fees

Annual ICT expenses

Travel and accommodation expenses

Councillor [M James]

Meeting attendance fees

ICT expenses

Travel and accommodation expenses

Councillor [D Pool]

Meeting attendance fees

ICT expenses

Travel and accommodation expenses

Councillor [T Mulcahy]

Meeting attendance fees

ICT expenses

Travel and accommodation expenses

Councillor [K Green]
Meeting attendance fees

Meeting attendance fees [K Mouritz: Jul to Oct '21]

Annual ICT expenses
Travel and accommodation expenses

Councillor [B Smith]
Meeting attendance fees

Meeting attendance fees [S Jones: Jul to Oct '21]

Annual ICT expenses
Travel and accommodation expenses

2022 2022 2021
Actual Budget Actual
$ $ $

12,000 12,000 12,000
3,900 4,710 3,850
143 500 292
793 1,000 459
16,836 18,210 16,601
3,520 3,150 2,610
143 500 292
229 600 346
3,893 4,250 3,248
2,300 3,150 2,840
143 500 292
615 1,000 1,055
3,059 4,650 4,187
2,540 3,150 2,300
143 500 292
676 700 715
3,360 4,350 3,307
3,150 3,150 2,760
143 500 292
585 500 466
3,878 4,150 3,518
3,230 3,150 3,070
143 500 292
669 1,000 672
4,042 4,650 4,034
2,080 2,100 0
920 1,050 2,310
143 500 292
785 1,000 1,156
3,929 4,650 3,758
2,550 2,100 0
920 1,050 2,530
143 500 292
459 600 344
4,072 4,250 3,166
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SHIRE OF KONDININ
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2022

20. RELATED PARTY TRANSACTIONS (continued)

(a) Elected Members Remuneration (continued) 2022 2022 2021
Actual Budget Actual
$ $ $
Councillor [P Green]
Meeting attendance fees 1,930 2,100 0
Meeting attendance fees [G Lynch: Jul to Oct '21] 920 1,050 2,300
ICT expenses 143 500 292
Travel and accommodation expenses 134 600 401
3,127 4,250 2,993
46,195 53,410 44,812
Fees, expenses and allowances to be paid or 2022 2022 2021
reimbursed to elected council members Actual Budget Actual
$ $ $
President's Allowance 12,000 12,000 12,000
Meeting attendance fees 27,960 29,910 24,570
ICT expenses 1,290 4,500 2,628
Travel and accommodation expenses 4,945 7,000 5,614
46,195 53,410 44,812

(b) Key Management Personnel (KMP) Compensation

2022 2021
The total of remuneration paid to KMP of the Shire Actual Actual
during the year are as follows: $ $
Short-term employee benefits 509,278 532,332
Post-employment benefits 59,362 55,237
Other long-term benefits 133,479 50,144
702,119 637,713

Short-term employee benefits
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 in the table above.

Post-employment benefits
These amounts are the current-year's cost of the Shire's superannuation contributions

made during the year.

Other long-term benefits
These amounts represent annual leave and long service benefits accruing during the year.
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SHIRE OF KONDININ
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2022

20. RELATED PARTY TRANSACTIONS (continued)
(c) 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 guarantees exist in relation to related parties at year end.

In addition to KMP compensation above the following transactions 2022 2021
occurred with related parties: Actual Actual

$ $
Sale of goods and services 0 0
Purchase of goods and services 3,615 11,760
Purchase of goods and services from
close family member of kmp 0 0
Contribution expense to RoeROC 39,350 46,905

Amounts outstanding from related parties:
Trade and other receivables 0 0

Amounts payable to related parties:
Trade and other payables 0
QOutstanding payables with RoeROC 0 0

(=]

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 employment terms and conditions.

Any entity that is controlled by or over which KMP, or close family members of KMP, have authority and
responsibility for planning, directing and controlling the activity of the entity, directly or indirectly,
are considered related parties in relation to the Shire.

iii. ~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 KONDININ
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2022

21. INVESTMENT IN ASSOCIATE AND JOINT ARRANGEMENT

2022 2021
$ $
(a) Balance of investment in associale
The Shire has a 1/4th interest in RoeROC assets at the
Bendering landfill site and 23.08% interest in environmental
health service.
The Shire's share in the assets based on the audited results
of the Roe Regional Organisation of Council is as follows:
Current assets 0 0
Non-current assets 192,386 167,400
Total assets 192,386 167,400
Liabilities 0 0
Net assets 192,386 167,400
Shire's 1/4th interest in associate 48,097 41,850
Balance as at 1 July 41,850 0
- Movement in land previously recorded as joint operation 0 60,000
- Movement in other infrastructure previously recorded as joint operation 0 116,873
- Movement in other infrastructure previously not recorded as joint operation 10,497 0
- Movement in asset revaluation surplus previously recorded as joint operation 0 (132,655)
- Movement in share of result in associate (4,250) (2,368)
Balance as at 30 June 48,097 41,850

(b) Share of joint operations
The Shire has a 23.08% interest in roe Environmental Health Services (Roe EHS)
The Shire's interest in the revenue and expenses have been included in the respeclive line items of the financial statements.
Statement of Comprehensive Income

Other expenditure (35,310) (49,392)

SIGNIFICANT ACCOUNTING POLICIES

Interests in joint arrangements Interests in joint arrangements (Continued)
Joint arrangements represent the contractual sharing of control Joint operations represent arrangements whereby
between parties in a business venture where unanimous joint operators maintain direct interests in each
decisions about relevant aclivities are required. asset and exposure to each liability of the

arrangement. The Shire's interests in the assets,
Separate joint arrangements providing joint ventures with an liabilities, revenue and expenses of joint operations
interest to net assets are classified as a joint venture and are included in the respective line items of the
accounted for using the equity method. The equity method of financial statements.

accounting, whereby the invesiment is initially recognised at
cost and adjusted thereafter for the post-acquisition change in
the Shire's share of net assets of the associate. In addition, the
Shire's share of the profit or loss of the associate is included in
the Shire's profit or loss.
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SHIRE OF KONDININ

NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2022

22. FINANCIAL RISK MANAGEMENT

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

performance.

Risk Exposure arising from Measurement Management

Market risk - interest rate Cash and cash equivalents, and Sensitivity Utilise fixed interest rate borrowings
long term borrowings at variable analysis
rates

Credit risk Cash and cash equivalents, trade  Aging analysis  Diversification of bank deposits,
receivables, other financial assets Credit analysis  credit limits. Investment policy
and debt investments

Liquidity risk Borrowings and other liabilities Rolling cash Availability of committed credit lines

flow forecasts and borrowing facilities

The Shire does not engage in transactions expressed in foreign currencies and is therefore not subject to foreign currency
risk.

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

(a) Interest rate risk

Cash and cash equivalents

The Shire's main interest 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 equivalents required 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 financial assets at amortised cost
are reflected in the table below.

Weighted
Average Carrying Fixed Variable Non Interest
Interest Rate Amounts Interest Rate Interest Rate Bearing
% $ $ $ $
2022
Cash and cash equivalents 1.16% 7,136,946 4,818,051 2,317,695 1,200
2021
Cash and cash equivalents 0.15% 5,445,996 2,746,114 2,699,182 700
Financial assets at amortised cost -
term deposits 0.40% 75,593 75,5693 0 0
Sensitivity
Profit or loss is sensitive to higher/lower interest income from cash and cah equivalents as a result of changes in interest rates.
2022 2021
$ $

Impact of 1% movement in interest rates on profit and loss and equity 23,177 26,992
Borrowings

Borrowings are subject to 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 may be found at Note 28(a).
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SHIRE OF KONDININ
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2022

22. FINANCIAL RISK MANAGEMENT (Continued)
(b) Credit risk

Trade and Other Receivables

The Shire's major receivables comprise rates 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 ratepayers 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 debts as a secured charge
over the land, that is, the land can be sold to recover the debt. Whilst the Shire was historically able to charge interest on
overdue rates and annual charges at higher than market rates, which further encourages payment.

The level of outstanding receivables is reported to Council monthly and benchmarks are set and monitored for acceptable
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 2021 or 1 July 2022 respectively and the corresponding historical losses experienced within this period. Historical
credit loss rates are adjusted to reflect current and forward-looking information an 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 2022 and 30 June 2021 for rates receivable was determined as follows:

More than 1 More than 2 More than 3
Current year past due years past due years past due Total
30 June 2022
Rates receivable
Expected credit loss 22.56% 22.57% 22.57% 22.57%
Gross carrying amount 2,934 47,090 32,954 113,478 196,456
Loss allowance 662 10,629 7,438 25,614 44,343
30 June 2021
Rates receivable
Expected credit loss 62.01% 12.50% 25.83% 9.24%
Gross carrying amount 164,769 19,877 7,735 22,716 215,097
Loss allowance 102,166 2,486 1,998 2,099 108,749

The loss allowance as at 30 June 2022 and 30 June 2021 was determined as follows for trade receivables.

Maore than 30 More than 60 More than 90

Current days past due days pastdue days past due Total
30 June 2022
Sundry Receivables
Expected credit loss 0.00% 0.00% 0.00% 46.65%
Gross carrying amount® 80,811 6,142 608 16,398 103,959
Loss allowance 0 0 0 7,650 7,650
30 June 2021
Sundry Receivables
Expected credit loss 0.00% 0.00% 0.00% 9.95%
Gross carrying amount* 181,390 446,898 2,054 76,855 707,197
Loss allowance 0 0 0 7,650 7,650

*Excludes GST receivable from the ATO.
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SHIRE OF KONDININ

NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

FOR THE YEAR ENDED 30 JUNE 2022
22. FINANCIAL RISK MANAGEMENT (Continued)

(b) Credit risk

The loss allowances for trade receivables and confract assels as at 30 June reconcile to the opening loss allowances as follows:

Rates receivable Trade and other receivables Contract assets
2022 2021 2022 2021 2022 2021
Actual Actual Actual Actual Actual Actual

$ $ $ $ $ $
Opening loss allowance as at 1 July 108,747 62,017 7,650 7,650 0 0
Increase in loss allowance recognised in
profit or loss during the year 0 46,730 0 0 0 0
Receivables written off during the year as
uncollectible (21,000) 0 0 0
Unused amount reversed (43,404) 0 0 0 0 0
Closing loss allowance at 30 June 44,343 108,747 7,650 7,650 0 0

Trade receivables and contract assets are written off where there is no reasonable expectation of recovery. Indicators that there
Is no reasonable expectation of recovery include, amongst others, the failure of a debtor to engage in a repayment plan with the
Shire, and a failure to make contractual payments for a period of greater than 120 days past due.

Impairment losses on trade receivables and contract assets are presented as net impairment losses within operating profit.
Subsequent recoveries of amounts previously written off are credited against the same line item.

Contract Assets

The Shire's contract assets represent work completed, which have not been invoiced at year end. This is due to the Shire
not having met all the performance obligationsin the contract which give an unconditional right to recive consideration.

The Shire applies the simplified approach to measure expected credit losses which uses a lifetime expected loss allowance
to all contract assets. To measure the expected credit losses, contract assets have been grouped based on shared credit
risk characteristics and the days past due. Contract assets have substantially the same risk characteristics as the trade
receivables are a reasonable approximation of the loss rates for the conlract assels.
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SHIRE OF KONDININ
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2022

22, 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 overdraft facilities drawn upon if required and disclosed in Note 18(c).

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 & 5 years 5 years cash flows values
$ $ $ $ $
2022
Payables 557,151 0 0 557,151 557,151
Lease liabilities 0 0 0 0 0
Borrowings 312,848 1,439,312 2,121,811 3,873,971 2,717,562
869,999 1,439,312 2,121,811 4,431,122 3,274,713
2021
Payables 639,669 0 0 639,669 639,669
Lease liabilities 36,513 0 0 36,513 36,513
Borrowings 312,848 1,173,238 2,387,890 3,873,976 2,913,890

989,030 1,173,238 2,387,890 4,550,158 3,590,073
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SHIRE OF KONDININ
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2022

23. EVENTS OCCURRING AFTER THE END OF REPORTING PERIOD

There was no event occurring after the end of the reporting period.
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SHIRE OF KONDININ
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2022

24, OTHER SIGNIFICANT ACCOUNTING POLICIES
a) Goods and services tax (GST)
Revenues, expenses and assets are recognised net of the amount of GST,
except where the amount of GST incurred is not recoverable from the
Australian Taxation Office (ATO).

Receivables and payables are stated inclusive of GST receivable or payable.
The net amount of GST recoverable from, or payable to, the ATO is included
with receivables or payables in the statement of financial position.

Cash flows are presented on a gross basis. The GST components of cash
flows arising from investing or financing activities which are recoverable from,
or payable to, the ATO are presented as operating cash flows.

b) Current and non-current classification

The asset or liability is classified as current if it is expected to be settled
within the next 12 months, being the Shire's operational cycle. In the case of
liabilities where the Shire does not have the unconditional right to defer
setllement beyond 12 months, such as vested long service leave, the liability
is classified as current even if not expected to be settled within the next 12
months. Inventories held for trading are classified as current or non-current
based on the Shire's intentions to release for sale.

¢) Rounding off fiqures
All figures shown in this annual financial report, other than a rate in the dollar,

are rounded to the nearest dollar. Amounts are presented in Australian Dollars.

d) Comparative figures
Where required, comparalive figures have been adjusted to conform with
changes in presentation for the current financial year.

When the Shire applies an accounting policy retrospectively, makes a
retrospective restatement or reclassifies items in its financial statements that
has a material effect on the statement of financial position, an additional
(third) statement of financial position as at the beginning of the preceding
period in addition to the minimum comparative financlal statements is
presented.

e} Budget comparative figures

Unless othenwise stated, the budget comparative figures shown in this annual
financial report relate to the original budget estimate for the relevant item of
disclosure.

f) Superannuation

The Shire contributes to a number of Superannuation Funds on behalf of
employees, All funds to which the Shire canlributes are defined contribution
plans.

q) Fair value of assets and liabilities

Fair value is the price that the Shire would receive to sell the asset or would
have to pay to transfer a liabilily, in an orderly (i.e. unforced) transaction
between independent, knowledgeable and willing market participants at the
measurement date.

As fair value is a market-based measure, the closest equivalent observable
market pricing information is used to determine fair value. Adjustments to
market values may be made having regard to the characteristics of the
specific asset or liability. The fair values of assets that are not traded in an
aclive market are determined using one or mare valuation lechniques. These
valuation techniques maximise, to the extent possible, the use of observable
market dala,

To the extent possible, market information is extracted from either the
principal market for the asset or liability (i.e. the market with the greatest
volume and level of activity for the asset or liability) or, in the absence of
such a market, the most advantageous market available to the entity at the
end of the reporting periad (i.e. the market that maximises the receipts from
the sale of the asset after {aking into account transaction costs and
transport costs).

For nen-financial assels, the fair value measurement also takes into account
a market participant’s ability to use the asset in its highest and best use or
to sell it to another market participant that would use the asset in its highest
and best use.

h) Interest earnings

Interest income is calculated by applying the effective interest rate ta the
qross carrying amountof a financial asset measured at amortised cost
except for financial assets that subsequently become credit-impaired. For
credit-impaired financial assels the effeclive inlerest rate is applied to the
net carrying amount of the financial assel (after deduction of the loss
allowance).

i) Fair value hierarchy

AASB 13 requires the disclosure of fair value information by level of the fair
value hierarchy, which categorises fair value measurement into ene of three
possible levels based on the lowest level that an input that is significant to
the measurement can be categorised into as follows:

Level 1

Measurements based on quoted prices (unadjusted) in active markels for
identical assets or liabilities that the enlity can access at the measurement
date.

Level 2
Measurements based on inputs ather than quoted prices included in Level 1
that are observable for the asset or liability, either directly or indirectly.

Leval 3
Measurements based on unobservable inputs for the asset or liability.

The fair values of assets and liabilities that are not traded in an active market
are determined using one or more valuation techniques. These valuation
techniques maximise, to the extent possible, the use of observable market
data. If all significant inputs required to measure fair value are observable, the
assel or liability is included in Level 2. If one or more significant inpuls are not
based on observable market data, the asset or liabilily is included in leve! 3.

Valuation techniques

The Shire selects a valuation technique that is appropriate in the circumslances
and for which sufficient data is available to measure fair value. The availability
of sufficient and relevant data primarily depends on the specific characteristics
of the assel or liability being measured. The valuation techniques selected by
the Shire are consistent wilth one or more of the following valuation approaches:

Market approach
Valuation techniques that use prices and other relevant information generated
by market transactions for identical or similar assets or liabilities.

Income approach
Valuation techniques that convert estimated future cash flows or income and
expenses into a single discounted present value.

Cost approach
Valuation techniques that reflect the current replacement cost of the service
capacity of an asset.

Each valuation technique requires inputs that reflect the assumptions that
buyers and sellers would use when pricing the asset or liability, including
assumptions aboul risks. When selecling a valuation technique, the Shire
gives priority to those techniques that maximise the use of observable inputs
and minimise the use of unobservable inputs. Inputs that are developed using
market data (such as publicly available information on actual fransactions) and
reflect the assumptions that buyers and sellers would generally use when
pricing the asset or liability are considered observable, whereas inputs for
which market data is not available and therefore are developed using the best
information available about such assumplions are considered unobservable.

i} Impairment of assets

In accardance with Australian Accounting Standards the Shire's cash generating
non-specialised assels, other than inventories, are assessed at each reporling
date lo determine whether there is any indication they may be impaired.

Where such an indication exists, an impairment test is carried out on the
assel by comparing the recoverable amount of the asset, being the higher of
the asset's fair value less costs to sell and value in use, to the assel's
carrying amount.

Any excess of the asset's carrying amount over its recoverable amount is
recognised immediately in profit ar loss, unless the asset Is carried ata
revalued amount in accordance with another Standard (e.g. AASB 116)
whereby any impairment loss of a revalued asset is treated as a revaluation
decrease in accordance with that other Standard.

For non-cash generaling specialised assets that are measured under the
revalualion madel ,such as roads, drains, public buildings and the like, no
annual assessment of impairment is required. Rather AASB 116.31 applies
and revaluations need only be made with sufficient requlatory to ensure the
carrying value does not differ materially from that which would be determined
using fair value at the ends of the reporting period.

k) Initial application of accounting standards

During the current year, no new or revised Auslralian Accounting Standards
and Interpretations were complied, became mandatory and were applicable
to its operations.

New Accounting Standards for application in future years
The following new accounting standards will have application to local
governments in fulure years:

- AASB 2020-1 Amendments to Australian Accounting Standards -
Classification of Liabilities as Current or Non-current

- AASB 2020-3 Amendments lo Australian Accounting Standards -
Annual Impravemenis 2018-2020 and Other Amendmenls

- AASB 2020-2 Amendments lo Australian Accounting Standards -
Disclosure of Accounting Policles or Delinition of Accounting Estimates

- AASB 2020-7 Amendments o Australian Accounting Standards -
Effective Date of Amendments to AASB 10 and AASB 128 and
Editorial Corrections

Itis not expected these standards will have an impact on the financial report.
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SHIRE OF KONDININ
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2022

25. ACTIVITIES/IPROGRAMS

(a) Service objectives and descriptions

Shire operations as disclosed in these financial statements encompass the following service oriented functions and activities.

Objective

Governance

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

General purpose funding
To collect revenue to allow the provision of
services.

Law, order, public safety

To provide services to help ensure a safer and
environmentally conscious community.

Health
To provide operational framework for
environmental and community health.

Education and welfare

To provide services to disadvantage persons, the

elderly, children and youth.

Housing
To provide and maintain staff housing.

Community amenties
To provide services required by the community.

Recreation and culture

To establish and effectively manage infrastructure

and resources 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 promate the local govemment and its
economic well being.

Other property and services
To monitor and control operating accounts.

Description

Includes the activities of members of council and the administrative support available to
the council for the provision of governance of the district. Other costs relate to the task of
assisting elected members and ratepayers on matters which do not concern specific
local government services.

Rates, general purpose govemnment grants and interest revenue.

Supervision and enforcement of various local laws relating to fire prevention, animal control
and other aspects of public safety including emergency services.

Inspection of food outlets and their control, provision of meat inspection services, noise
control and waste disposal compliance.

Maintenance of child minding centre, playgroup centre, senior citizen centre and aged
aged care centre. Provision and maintenance of home care programs and youth services.

Provision and maintenance of staff accomodation.

Rubbish collection services, operation of rubbish disposal sites, litter control, construction and
maintenance of urban storm water drains, protection of the environment and administration of
town planning schemes, cemetery and public conveniences.

Maintenance of public halls, civic centres, aquatic centres, recreation centres and various
sporting facilities. Provision and maintenance of parks, gardens and playgrounds. Operation
of libraries and other cultural facilities.

Conslruction and maintenance of roads, streets, foolpaths, depots, cycle ways, parking
facilities and traffic control. Cleaning of sireets and maintenance of street trees, airstrips,
lighting of of streets, etc.

Tourism and area promotion, building control, maintenance and operation of caravan park.
Provision of rural services including weed control, vermin control and standpipes. Licensing
transactions under contract with the Department of Transport.

Private works operation, plant repair and costs.
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(b)

SHIRE OF KONDININ
NOTES TO FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2022

FUNCTION AND ACTIVITY (Continued)

Income and expenses 2022 2022 2021
NOTE Actual Budget Actual
$ $ $

Income exluding grants, subsidies and contributions
Governance 63,393 21,387 37,783
General purpose funding 3,409,881 3,368,313 3,276,113
Law, order, public safety 2,940 2,300 3,827
Health 330,747 335,475 351,114
Housing 72,136 50,500 53,048
Community amenities 132,757 113,400 144,736
Recreation and culture 37,264 35,448 38,779
Transport 63,573 0 2,182
Economic services 304,121 253,000 294,231
Other property and services 165,212 121,101 1,570,783

4,582,024 4,300,924 5,772,594
Grants, subsidies and contributions
Governance 4,630 0 0
General purpose funding 3,205,229 978,168 2,240,844
Law, order, public safety 30,485 25,604 36,735
Education and welfare 73,695 73,695 726,227
Recreation and culture 263,030 251,075 57,669
Transport 3,077,099 3,100,731 1,237,682
Economic services 198,746 3,829,935 412,784
Other property and services 58,846 50,000 68,872

6,911,759 8,309,208 4,780,813
Total Income 11,493,783 12,610,132 10,553,407
Expenses
Governance (306,912) (384,245) (269,196)
General purpose funding (177,144) (193,046) (170,756)
Law, order, public safety (107,764) (135,471) (125,265)
Health (574,204) (623,694) (489,584)
Education and welfare (1086,831) (97,220) (78,671)
Housing (297,099) (298,318) (216,503)
Community amenities (700,804) (757,576) (678,361)
Recreation and culture (1,913,505) (1,976,193) (1,756,612)
Transport (2,871,378) (2,905,596) (2,825,892)
Economic services (697,787) (884,896) (801,919)
Other property and services (94,514) (170,883) (1,284,767)
Total expenses (7,847,943) (8,427,137) (8,697,5286)
Net Result for the period 3,645,840 4,182,995 1,855,881
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SHIRE OF KONDININ

NOTES TO FORMING PART OF THE FINANCIAL REPORT

FOR THE YEAR ENDED 30 JUNE 2022

FUNCTION AND ACTIVITY (Continued)

Fees and Charges

Governance

General purpose funding
Law, order, public safety
Health

Housing

Community amenities
Recreation and culture
Economic services

Other property and services

Total Assets
Governance

Law, order, public safety
Health

Education and welfare
Housing

Community amenities
Recreation and culture
Transport

Economic services
Other property and services
Unallocated

2022 2022 2021
NOTE Actual Budget Actual
$ $ $
1,587 1,000 1,279
3,605 5,750 11,315
2,940 2,300 3,827
28,258 15,300 30,052
68,691 50,000 52,356
130,518 113,400 143,940
18,403 16,550 20,456
278,734 220,500 237,975
72,678 120,000 436,086
605,413 544,800 937,284
2022 2021
$ $
1,018,155 1,022,701
490,407 507,104
952,565 933,641
3,300,373 2,923,764
3,368,378 3,368,917
580,722 615,960
16,373,038 16,816,965
128,359,924 126,138,820
2,111,822 2,062,121
3,517,065 3,354,664
8,705,417 7,672,425
168,777,868 165,317,083
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SHIRE OF KONDININ
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2022

26. RATING INFORMATION (Continued)
(b) Specified Area Rate
The Shire has not imposed any specified area rate for 2021/2022.
(c) Service Charges
.The Shire has not imposed any service charges for 2021/2022.
(d) Discounts, Incentives, Concessions, & Write-offs

Rates Discounts

Rate or Fee 2022 2022 2021
Discount Granted Discount Actual Budget Actual Circumstances in which Discount is Granted
% $ $ $

General rates 5 90,926 83,860 138,103 Full payment made within 35 days of the date
service appearing on the rate notice.

Rubbish charges - Kondinin Golf Club 50 140 140 130 Being a community sporting club and as
declared by council

91,066 84,000 138,233

Waivers or Concessions

Rate or Fee and
Charge to which
the Waiver or

Concession is Granted Type Discount Budget Actual
% $
Kondinin Community Resource Centre  Concession 100% 0 0
Kondinin Golf Club Inc Concession 100% 0 0
Kaondinin Arts Centre Concession 100% 0 0
Hyden Pre-School Committee Concession 100% 0 0
Hyden Golf Club Concession 100% 0 0
Kondinin Country Club Concession 100% 4] 0
Kondinin Tennis Club Concession 100% (4] 0
Hyden Tennis Club Concession 100% 0 0
Hyden Resource and Telecentre Concession 100% 0 0
Kondinin Lions Club & Seniors Centre Concession 100% 0 0
Karlgarin Country Club Concession 100% 0 0
Kondinin Mens Shed Concession 100% 0 0
0 0

(e) Interest Charges & Instalments

Instalment  Unpaid Rates  Instalment

Date Plan Interest Plan
Instalment Options Due Admin Charge Rate Interest Rate
$ % %
Option One
Single full payment 8/10/2021 0.00 10% 5%
Option Two
First instalment 8/10/2021 0.00 10% 5%
Second instalment 711212021 10.00 10% 5%
Third instalment 7/02/2022 10.00 10% 5%
Fourth instalment 8/04/2022 10.00 10% 5%
Option Three
First instalment 8/10/2021 0.00 10% 5%
Second instalment 7102/2022 10.00 10% 5%
2022 2022 2021
Actual Budget Actual
$ $ $
Interest on unpaid rates 21,813 10,000 22,982
Interest on instalment plan 3,150 3,000 3,638
Charges on instalment plan 1,710 1,500 1,530
26,674 14,500 28,049
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SHIRE OF KONDININ
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2022

27. RATE SETTING STATEMENT INFORMATION

2021/22
2021/22 Budget 2020/21
(30 June 2022 (30 June 2022  (30June 2021
Carried Carried Carried
Note Forward) Forward) Forward)
$ $
(a) Non-cash amounts excluded from operating activities
The following non-cash revenue or expendilure 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 10(c) (123,619) (9,488) (12,831)
Less: Fair value adjustments to financial assets at fair value 4 (2,998) 0 (1,839)
Less: Fair value adjustments to investment in associate 21 (6,247) 0 2,368
Movement in employee benefit provisions (non-current) 24,032 0 12,272
Movement in trade and other receivables 5 11,993 0 (13,629)
Add: Loss on disposal of assets 10(c) 33,581 31,739 47,478
Add: Depreciation of assets 10(a) 3,266,878 3,232,935 3,220,207
Non cash amounts excluded from operating activities 3,203,621 3,255,186 3,253,925
(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.
Surplus/(deficit) after imposition of general rates
Less: Reserves - restricted cash 3 (2,771,992) (2,298,953) (1,747,380)
Less: Financial assets at amortised cost - self supporting loans 4(a) (58,180) (52,277) (56,140)
Add: Current portion of long-term borrowings 204,187 188,780 196,328
Add: Current portion of lease liabilities 11(a) 0 0 36,513
Total adjustments to net current assets (2,625,985) (2,162,450) (1,570,679)
Net current assets used in the Rate Setting Statement
Total current assets 7,624,810 2,265,259 6,457,000
Less: Total current liabilities (1,682,603) (1,006,852) (1,687,502)
Less: Total adjustments to net current assets (2,625,985) (1,258,408) (1,570,679)
Net current assets used in the Rate Setting Statement 3,316,224 0 3,198,819
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SHIRE OF KONDININ
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2022

30. TRUST FUNDS

From 30 June 2019, all bonds and deposits not required by legislation to be held in trust are
included in restricted cash at Note 3 and shown as a current liability at Note 12.

31. MAJOR LAND TRANSACTIONS

Council did not participate in any major land transactions during the 2021/22 financial year.
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il \.L
Auditor General

INDEPENDENT AUDITOR’S REPORT
2022
Shire of Kondinin

To the Councillors of the Shire of Kondinin

Opinion
I have audited the financial report of the Shire of Kondinin (Shire) which comprises:
. the Statement of Financial Position at 30 June 2022, the Statement of Comprehensive

Income by Nature or Type, Statement of Changes in Equity, and Statement of Cash Flows
and Rate Setting Statement for the year then ended

o Notes comprising a summary of significant accounting policies and other explanatory
information.

In my opinion, the financial report is:

o based on proper accounts and records

o presents fairly, in all material respects, the results of the operations of the Shire for the year
ended 30 June 2022 and its financial position at the end of that period

o 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 below.

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

Other information

The Chief Executive Officer (CEO) is responsible for the preparation and the Council for
overseeing the other information. The other information is the information in the entity’s annual
report for the year ended 30 June 2022, but not the financial report and my auditor’s report.

My opinion on the financial report does not cover the other information and, accordingly, | do not
express any form of assurance conclusion thereon.

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

If, based on the work | have performed, | conclude that there is a material misstatement of this
other information, | am required to report that fact. | did not receive the other information prior to
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the date of this auditor’s report. When | do receive it, | will read it and if | conclude that there is a
material misstatement in this information, | am required to communicate the matter to the CEO
and Council and request them to correct the misstated information. If the misstated information is
not corrected, | may need to retract this auditor’s report and re-issue an amended report.

Responsibilities of the Chief Executive Officer and Council for the financial report
The Chief Executive Officer of the Shire is responsible for:

e preparation and fair presentation of the financial report in accordance with the requirements
of the Act, the Regulations and Australian Accounting Standards

e managing internal control as required by the CEO to ensure the financial report is free from
material misstatement, whether due to fraud or error.

In preparing the financial report, the CEO is responsible for:
e assessing the Shire’s ability to continue as a going concern
o disclosing, as applicable, matters related to going concern

e 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 responsibilities for the audit of the financial report

As required by the Auditor General Act 2006, my responsibility is to express an opinion on 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. 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.

A further description of my responsibilities for the audit of the financial report is located on the
Auditing and Assurance Standards Board website. This description forms part of my auditor’s
report and can be found at https://www.auasb.gov.au/auditors _responsibilities/ar4.pdf.

My independence and quality control relating to the report on the financial report

| have complied with the independence requirements of the Auditor General Act 2006 and the
relevant ethical requirements relating to assurance engagements. In accordance with ASQC 1
Quality Control for Firms that Perform Audits and Reviews of Financial Reports and Other
Financial Information, and Other Assurance Engagements, the Office of the Auditor General
maintains a comprehensive system of quality control including documented policies and
procedures regarding compliance with ethical requirements, professional standards and
applicable legal and regulatory requirements.
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Matters relating to the electronic publication of the audited financial report

This auditor’s report relates to the financial report of the Shire of Kondinin for the year ended

30 June 2022 included in the annual report 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. It does not
provide an opinion on any other information which may have been hyperlinked to/from the annual
report. If users of the financial report are concerned with the inherent risks arising from
publication on a website, they are advised to contact the Shire to confirm the information
contained in the website version.

Patrick Arulsingham

Senior Director Financial Audit

Delegate of the Auditor General for Western Australia
Perth, Western Australia

16 December 2022
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SHIRE OF KONDININ

PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2022
FINDINGS IDENTIFIED DURING THE FINAL AUDIT

Attachment

INDEX OF FINDINGS

RATING

Current Year Issue

Significant

Moderate

Minor

assets — frequency of valuations

1. Fair value of land, buildings and infrastructure

v

Prior year issue

2. Excessive annual leave balance

KEY TO RATINGS

The ratings in this management letter are based on the audit team’s assessment of risks and
concerns with respect to the probability and/or consequence of adverse outcomes if action is not
taken. We give consideration to these potential adverse outcomes in the context of both
gquantitative impact (for example financial loss) and qualitative impact (for example inefficiency,
non-compliance, poor service to the public or loss of public confidence).

Significant - Those findings where there is potentially a significant risk to the entity should

the finding not be addressed by the entity promptly.

Moderate - Those findings which are of sufficient concern to warrant action being taken
by the entity as soon as practicable.

Minor - Those findings that are not of primary concern but still warrant action being
taken.
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Attachment
SHIRE OF KONDININ

PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2022
FINDINGS IDENTIFIED DURING THE FINAL AUDIT

Current Year Issue
1. Fair Value of Land, Buildings and Infrastructure Assets - Frequency of Valuations

Finding
The Shire has not performed an assessment to determine whether its land, buildings and
infrastructure assets represent fair value.

Rating: Significant

Implication

Without a robust assessment of fair value of the Shire’s land, buildings and infrastructure
assets there is a risk that the fair value of land, buildings and infrastructure assets may not
have been assessed adequately and in compliance with AASB 13 Fair Value Measurement, as
well as Regulation 17A(4)(b) of the Local Government (Financial Management) Regulations
1996 (the Regulations).

Recommendation

The Shire consider implementing as part of the preparation of financial statements a formal
robust process to determine whether indicators exist annually, that would trigger a requirement
to perform a formal revaluation of land, buildings and Infrastructure Assets. Where indicators
exist a robust fair value assessment should be performed capturing the requirements of AASB
13 Fair Value Movements. This process is to ensure that the Shire’s land, buildings and
infrastructure assets are recorded at fair value in compliance with AASB 13 Fair Value
Measurement and the Regulations.

This may entail obtaining relevant input from an independent valuer as to whether or not they
consider there are any prevailing market factors which may indicate that the fair values of
relevant assets are likely to have been impacted to any significant / material extent from the
prior year. Where a fair value assessment has been performed internally the Shire may
consider having this assessment peer reviewed by an independent valuer to obtain assurance
over the valuation methodology applied, inputs and the reasonableness of the valuation model
applied.

Management comment

The above finding was based on the audit question raised to the Shire by the auditor on email
dated 29/11/2022, which the Shire responded,

“As a small local government, the Shire of Kondinin has no in-house expertise to rely on for the
fair value assessment of its assets. Thus, the Shire would need to engage the services of an
independent valuer as it is not in a position to perform the task.”

Based on a 5-year cycle of assets revaluation, the Shire’s infrastructure assets is scheduled to
be revalued before the end of 2022-23, while land and buildings in 2024-25.

It is management’s opinion that having these assets reassess by an independent valuer prior
to its revaluation cycle would trigger revaluation of the whole asset groups which would add
financial burden to the Shire and additional workload to staff. This process would also be
guestioned as it may be a conflict of interest to ask a service provider if the service is required
as it would be in the best interest to recommend the action.

Responsible person: Tory Young, Manager of Planning and Assets
Completion date: 30 June 2022
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Attachment
SHIRE OF KONDININ

PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2022
FINDINGS IDENTIFIED DURING THE FINAL AUDIT

Prior Year Issue
2. Excessive Annual Leave Balance

Finding
2022
The issue is still unresolved.

2021
During our testing on employee leave provisions, we noted that 1 of the 33 employees had
annual leave balances in excess of 8 weeks (40 days) at year end.

The Local Government Industry Award 2010 deems an employee’s leave accrual to be excessive
if the employee has accrued more than 8 weeks.

We note that the management have processes in place to identify and monitor staff that have
accrued excessive annual leave balances and have taken appropriate action.

Rating: Minor

Implication

Excessive annual leave balances may have adverse effects on the Shire including:
o key staff not being rotated, a preventive control against fraud;
e health and safety concerns with staff members not taking their annual leave entitlements;
¢ increase the Council’s costs given salary rises and increments over time

Recommendation
The Shire should ensure that employees take leave in a timely manner and excessive leave
balances are cleared in accordance with the Shire’s policy.

Management’s Comments

Management noted that particular staff had not taken his annual leave on a timely manner due
to pandemic which limit travelling to his preferred places. He recently used up a couple of
weeks leave and is planning to use four or more weeks early next year.

Responsible person: David Burton, Chief Executive Officer
Completion date: 30 June 2023
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SHIRE OF KONDININ

PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2022
FINDINGS IDENTIFIED DURING THE FINAL AUDIT

Attachment

INDEX OF FINDINGS

RATING

Current Year Issue

Significant

Moderate

Minor

assets — frequency of valuations

1. Fair value of land, buildings and infrastructure

v

Prior year issue

2. Excessive annual leave balance

KEY TO RATINGS

The ratings in this management letter are based on the audit team’s assessment of risks and
concerns with respect to the probability and/or consequence of adverse outcomes if action is not
taken. We give consideration to these potential adverse outcomes in the context of both
gquantitative impact (for example financial loss) and qualitative impact (for example inefficiency,
non-compliance, poor service to the public or loss of public confidence).

Significant - Those findings where there is potentially a significant risk to the entity should

the finding not be addressed by the entity promptly.

Moderate - Those findings which are of sufficient concern to warrant action being taken
by the entity as soon as practicable.

Minor - Those findings that are not of primary concern but still warrant action being
taken.
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Attachment
SHIRE OF KONDININ

PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2022
FINDINGS IDENTIFIED DURING THE FINAL AUDIT

Current Year Issue
1. Fair Value of Land, Buildings and Infrastructure Assets - Frequency of Valuations

Finding
The Shire has not performed an assessment to determine whether its land, buildings and
infrastructure assets represent fair value.

Rating: Significant

Implication

Without a robust assessment of fair value of the Shire’s land, buildings and infrastructure
assets there is a risk that the fair value of land, buildings and infrastructure assets may not
have been assessed adequately and in compliance with AASB 13 Fair Value Measurement, as
well as Regulation 17A(4)(b) of the Local Government (Financial Management) Regulations
1996 (the Regulations).

Recommendation

The Shire consider implementing as part of the preparation of financial statements a formal
robust process to determine whether indicators exist annually, that would trigger a requirement
to perform a formal revaluation of land, buildings and Infrastructure Assets. Where indicators
exist a robust fair value assessment should be performed capturing the requirements of AASB
13 Fair Value Movements. This process is to ensure that the Shire’s land, buildings and
infrastructure assets are recorded at fair value in compliance with AASB 13 Fair Value
Measurement and the Regulations.

This may entail obtaining relevant input from an independent valuer as to whether or not they
consider there are any prevailing market factors which may indicate that the fair values of
relevant assets are likely to have been impacted to any significant / material extent from the
prior year. Where a fair value assessment has been performed internally the Shire may
consider having this assessment peer reviewed by an independent valuer to obtain assurance
over the valuation methodology applied, inputs and the reasonableness of the valuation model
applied.

Management comment

The above finding was based on the audit question raised to the Shire by the auditor on email
dated 29/11/2022, which the Shire responded,

“As a small local government, the Shire of Kondinin has no in-house expertise to rely on for the
fair value assessment of its assets. Thus, the Shire would need to engage the services of an
independent valuer as it is not in a position to perform the task.”

Based on a 5-year cycle of assets revaluation, the Shire’s infrastructure assets is scheduled to
be revalued before the end of 2022-23, while land and buildings in 2024-25.

It is management’s opinion that having these assets reassess by an independent valuer prior
to its revaluation cycle would trigger revaluation of the whole asset groups which would add
financial burden to the Shire and additional workload to staff. This process would also be
guestioned as it may be a conflict of interest to ask a service provider if the service is required
as it would be in the best interest to recommend the action.

Responsible person: Tory Young, Manager of Planning and Assets
Completion date: 30 June 2022
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Attachment
SHIRE OF KONDININ

PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2022
FINDINGS IDENTIFIED DURING THE FINAL AUDIT

Prior Year Issue
2. Excessive Annual Leave Balance

Finding
2022
The issue is still unresolved.

2021
During our testing on employee leave provisions, we noted that 1 of the 33 employees had
annual leave balances in excess of 8 weeks (40 days) at year end.

The Local Government Industry Award 2010 deems an employee’s leave accrual to be excessive
if the employee has accrued more than 8 weeks.

We note that the management have processes in place to identify and monitor staff that have
accrued excessive annual leave balances and have taken appropriate action.

Rating: Minor

Implication

Excessive annual leave balances may have adverse effects on the Shire including:
o key staff not being rotated, a preventive control against fraud;
e health and safety concerns with staff members not taking their annual leave entitlements;
¢ increase the Council’s costs given salary rises and increments over time

Recommendation
The Shire should ensure that employees take leave in a timely manner and excessive leave
balances are cleared in accordance with the Shire’s policy.

Management’s Comments

Management noted that particular staff had not taken his annual leave on a timely manner due
to pandemic which limit travelling to his preferred places. He recently used up a couple of
weeks leave and is planning to use four or more weeks early next year.

Responsible person: David Burton, Chief Executive Officer
Completion date: 30 June 2023
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ATTACHMENT
SHIRE OF KONDININ

PERIOD OF AUDIT: YEAR ENDING 30 JUNE 2022
FINDINGS IDENTIFIED DURING THE INTERIM AUDIT

INDEX OF FINDINGS RATING

Current Year Issues Significant | Moderate Minor

Lack of Purchase Orders for Expenditure
Risk Management Plan

IT Security Control Environment
Security Access Controls

Authorization of Timesheets

Incorrect Pay Rate for Casual Employee

NN

o0 h W NI~
NN

Prior year issue:
7. Quotations v

KEY TO RATINGS

The ratings in this management letter are based on the audit team’s assessment of risks and
concerns with respect to the probability and/or consequence of adverse outcomes if action is
not taken. We give consideration to these potential adverse outcomes in the context of both
quantitative impact (for example financial loss) and qualitative impact (for example inefficiency,
non-compliance, poor service to the public or loss of public confidence).

Significant - Those findings where there is potentially a significant risk to the entity
should the finding not be addressed by the entity promptly. A significant
rating may be reported as a matter of non-compliance in the audit report in
the current year, or in a subsequent reporting period if not addressed.
However even if the issue is not likely to impact the audit opinion, it should
be addressed promptly.

Moderate - Those findings which are of sufficient concern to warrant action being
taken by the entity as soon as practicable.

Minor - Those findings that are not of primary concern but still warrant action being
taken.
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ATTACHMENT
SHIRE OF KONDININ

PERIOD OF AUDIT: YEAR ENDING 30 JUNE 2022
FINDINGS IDENTIFIED DURING THE INTERIM AUDIT

Current Year Issues

1. Lack of Purchase Orders for Expenditure

Finding

The Shire’s purchasing policy states that where purchases are not made with the express
approval of Council or made through WALGA E-Quotes system, an official purchase order is to
be issued.

During our procurement testing, we noted that for approximately 4% of purchase transactions
we sampled, 2 purchase orders where a purchase order was required per the purchasing
policy, had not been prepared.

Rating: Moderate

Implication

The Shire has not adhered to the purchasing policy and as a result may commit to expenditure
which has not been appropriately authorised by management, in line with the budget or
represent valid business related expenditure of the Shire. This may potentially result in
financial loss to the Shire.

Recommendation
Management should ensure that purchase orders are obtained prior to the purchase of goods
and services as required by the purchasing policy.

Management Comment

These could have been an oversight. In some instances, the same purchase orders were
photocopied for partially delivered goods and attached to the suppliers’ tax invoice and this
could not have been done. Accounts Payable Officer is reminded to ensure a copy of purchase
order is attached to every tax invoice prior to processing for payment.

Responsible Person: Vince Bugna, MCS
Completion Date: 30 June 2022
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ATTACHMENT
SHIRE OF KONDININ

PERIOD OF AUDIT: YEAR ENDING 30 JUNE 2022
FINDINGS IDENTIFIED DURING THE INTERIM AUDIT

2. Risk Management Plan

Finding
The Shire has a Risk Management Plan which covers the following:
e Risk Management Matrix
¢ Roles and Responsibilities
¢ Risk Management Reporting Flowchart
e |dentified Risk Areas
e Assessment of Identified Risk Areas
e Council Policy

However, we noted that there is no risk treatment plan included in the Risk Management Plan.

Rating: Moderate

Implication

Without a risk treatment plan, the Shire may not effectively manage the current risks faced by
the Shire. This may have an adverse impact on the achievement of organisational objectives.

Recommendation
The Shire should amend the Risk Management Plan to include a risk treatment plan to address
those identified risks.

Management’s Comments
In compliance with Reg 17, this has been updated by the CEO — presented and adopted by the
Audit and Risk Committee on the 15" June 2022 meeting.

Responsible Person: David Burton, CEO
Completion Date: 15 June 2022
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ATTACHMENT
SHIRE OF KONDININ

PERIOD OF AUDIT: YEAR ENDING 30 JUNE 2022
FINDINGS IDENTIFIED DURING THE INTERIM AUDIT

3. IT Security Control Environment

Finding
During our audit, we noted the following issues around the IT Environment:
i.  Lack of physical access controls to the server
ii. NoICT Strategy Plan
ii.  No Cyber Security Response Plan

We observed that the IT server is not securely housed in a separate cabinet or located in a
secure room with restricted access to unauthorized staff and the public. There is also no
documented process for the Shire to follow should a cyber-attack occur.

Rating: Moderate

Implication

The server and records could be accessed by unauthorised persons and sensitive or
confidential information could be compromised.

Lack of an ICT Strategy Plan increases the risk of the IT resources not being aligned to the
business strategy and priorities.

Without a Cyber Security Response Plan in place key risks to electronic data are not identified
and safeguards are not put in place to minimise the risks posed by cyber threats. This could
ultimately lead to loss of electronic data.

Recommendation

We recommend that the server is housed in a separate cabinet which is locked with custody of
the key being restricted to key employees or is relocated to a secure room which is locked and
access is restricted to key employees.

A Cyber Security Response Plan should be adopted to document identified key risks to
electronic data, safeguards to be implemented and a process for the Shire to follow should a
cyber-attack occur in order to reduce risk to an acceptable level.

Management should develop an ICT Strategy Plan Identifying and documenting key ICT risks
along with the treatments to reduce the risk to an acceptable level. This plan should be
regularly reviewed and tested to ensure its validity.

Management’s comments

Security access to the server in the form of a secure cabinet has been communicated to the
Shire’s IT provider (PCS) and it's been scheduled to be installed/or as soon as the materials
become available.

ICT Strategy Plan and Cyber Security Response Plan in coordination with the Shire’s IT
provider are also being considered to have in place/or as soon as practicable.

Responsible person: Vince Bugna, MCS
Completion date: 31 December 2022
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ATTACHMENT
SHIRE OF KONDININ

PERIOD OF AUDIT: YEAR ENDING 30 JUNE 2022
FINDINGS IDENTIFIED DURING THE INTERIM AUDIT

4. Security Access Controls

Finding
We noted the records room and safe are not securely locked during the day and are open to
unauthorized access.

We physically inspected cash takings from the previous day left in the till tray in the safe
overnight and unattended in the morning.

We also noted the back door to the Shire Administration office located at the Shire of Kondinin
is not locked and accessible to the public throughout the day.

Rating: Moderate

Implication

The records room, safe and Shire Administration office could be accessed by unauthorised
persons and sensitive or confidential information could be compromised.

Cash takings from the previous day stored in the open records room and safe could be
accessed by unauthorised persons.

Recommendation
The records room and safe should be securely locked when not in use with the key safely
stored in the safe custody of management.

The back door to the Shire Administration office should be locked at all times with a pin-pad
security device installed to restrict access to authorized persons only.

Management’s Comments

Based on our discussion with staff especially those that have been with the Shire for more than
2 decades, concern about the safe is more on Occupational Safety & Health (OSH) rather than
security. The Shire of Kondinin’s safe has been setup as a walk-in storage room for historical
Council Minutes, filing cabinet for personnel records and contracts, shelves for current year’s
debtor and creditor’s file as well as petty cash till kept during the night and on week-ends.
Accordingly, multiple opening and closing of safe could lead to staff being locked inside.

Nowadays, payments by creditors (including rates) have been done through direct bank
deposits and the safe keeps a couple hundred dollar petty cash which is transferred at the front
counter drawer during the day. Security is not an issue in this local government and there is
always staff inside the office.

While the recommendation for pin-pad security device for the Shire Administration Office
backdoor is to be considered and as when Council find it practical to have it then installed
(considering this small town has almost nil crime rate record).

Responsible Person: David Burton, CEO
Completion Date: 30 June 2022
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ATTACHMENT
SHIRE OF KONDININ

PERIOD OF AUDIT: YEAR ENDING 30 JUNE 2022
FINDINGS IDENTIFIED DURING THE INTERIM AUDIT

5. Authorization of Timesheets

Finding
We noted 1 instance out of our sample of 23 where a timesheet had not been signed by the
relevant employee or the supervisor.

Rating: Minor

Implication

There is no evidence to support the accuracy or validity of the hours recorded on the timesheet
and payroll system. This may lead to an invalid and/or inaccurate payment to the employee.

Recommendation

Management should ensure all timesheets are signed by employees on completion and by the
relevant supervisor as evidence of review and authorization before being processed in the
payroll system.

Management Comment
This was an oversight. Payroll Officer has been reminded to ensure all timesheets are properly
signed and authorised.

Responsible Person: Heather Lockyer, Finance Officer
Completion Date: 30 June 2022
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ATTACHMENT
SHIRE OF KONDININ

PERIOD OF AUDIT: YEAR ENDING 30 JUNE 2022
FINDINGS IDENTIFIED DURING THE INTERIM AUDIT

6. Incorrect Pay Rate for Casual Employee

Finding
We noted 1 instance out of our sample of 23 where the casual loading applicable to an
employee was not paid for the fortnight selected for testing.

Rating: Minor

Implication

Employees employed on a casual basis are not paid their full entitlement according to the
award rate.

Recommendation
Management should ensure casual loading is included in the rate of pay for casual employees
according to the award rate.

Management Comment
This was an oversight. Payroll Officer has been reminded to review the setup of all employees
(including casual employees) in the payroll system.

Responsible Person: Heather Lockyer, Finance Officer
Completion Date: 30 June 2022
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ATTACHMENT
SHIRE OF KONDININ

PERIOD OF AUDIT: YEAR ENDING 30 JUNE 2022
FINDINGS IDENTIFIED DURING THE INTERIM AUDIT

Prior Year Issue

7. Quotations

Finding

2022

During our procurement testing, we noted that for approximately 28% of purchase transactions
we sampled, there was inadequate or no evidence that a sufficient number of quotations were
obtained, to test the market, and no documentation to explain why other quotes were not
sought.

2021

During our procurement testing, we noted that for approximately 4% of purchase transactions
we sampled, there was inadequate or no evidence that a sufficient number of quotations were
obtained, to test the market, and no documentation to explain why other quotes were not
sought.

2020

During our procurement testing, we noted that for approximately 58% of purchase transactions
we sampled, there was inadequate or no evidence that a sufficient number of quotations were
obtained, to test the market, and no documentation to explain why other quotes were not
sought.

2019

During our procurement testing, we noted that for approximately 52% of purchase transactions
we sampled, there was inadequate or no evidence that a sufficient number of quotations was
obtained, to test the market, and no documentation to explain why other quotes were not
sought.

Rating: Significant (2021 Rating — Moderate)

Implication

If purchases are made without obtaining sufficient quotes, there is a risk of fraud or favouritism
of suppliers and not obtaining value for money.

If purchases are made without obtaining a purchase order, the Shire may commit to expenditure
which has not been appropriately authorised by management, in line with the budget or represent
valid business related expenditure. This may potentially result in financial loss to the Shire.

Recommendation

For purchases below the tender threshold, quotes should be obtained, in accordance with the
Shire’s purchasing policy. If instances arise where it is impractical to obtain the requisite
number of quotations, the reasons should be recorded and attached to the purchase order at
the time of the purchase being made.
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ATTACHMENT
SHIRE OF KONDININ

PERIOD OF AUDIT: YEAR ENDING 30 JUNE 2022
FINDINGS IDENTIFIED DURING THE INTERIM AUDIT

Management Comment

To lessen the burden of obtaining the number of quotes (especially from Local suppliers who
find impractical to provide), the recent Annual Review of Policy Manual (Item 9.4.4 — 15" June
2022 OCM) removed the requirement of quotes for purchases below $2,000.

Finance and Administration requires the Shire’s Works Department to use the Synergysoft
Purchase Order module (as much as possible) where it is easier to write an explanation why
the number of quotes cannot be obtained.

Responsible Person: Vince Bugna, MCS
Completion Date: 30 June 2022
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Introduction

FROM OUR ENGAGEMENT PARTNER

Shire of Kondinin for the year ended 30
June 2022

We would like to take this opportunity to
thank the management team for their
assistance during the audit process. If you have
any queries on the report, please feel free to
contact me.

ROBERT HALL
DIRECTOR

B.Com (Hons) CA
rhall@butlersettineri.com.au

LIANG WONG
ASSISTANT DIRECTOR

OAG Representative
Liang.Wong@audit.wa.gov.au
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Executive Summary

+  Butler Settineri (Audit) Pty Ltd was appointed as the contract auditor by the Office of
the Auditor General for the year ended 30 June 2021, 2022 and 2023 and have

NINIANOM 40 3JdIHS

changed names to Dry Kirkness (Audit) Pty Ltd on 1 July.
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+  DryKirkness (Audit) Pty Ltd has completed the external statutory audit for the year
ended 30 June 2022 as contract auditor on behalf of the Office of the Auditor

General.
+  Nounresolved issues.
+  Ourfindings are included in this report.

+  Weintend to recommend to the Auditor General to issue an unqualified audit

opinion in relation to the financial statements.

+  There are no outstanding matters.




Independence

We are independent of the Shire in accordance with the Accounting Professional and Ethical
Standards Board’s APES 110 Code of Ethics for Professional Accountants.
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Threats to independence include the following:
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+  Self Interest Threats
+  Self Review Threats
+  Advocacy Threats

+  Familiarity Threats

+ Intimidation Threats

What we do to remain independent:

+  Allteam members sign an independence declaration at the

commencement of the audit;
+  We monitor our individual independence throughout the audit;

+  All team members sign off an independence declaration at the

completion of the audit.




Compliance With Laws
& Regulations & Fraud
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Laws and Regulations applicable to the Shire include the following:
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+ Local Government Act 1995;

+  Local Government (Financial Management) Regulations 1996;
+  Local Government (Audit) Regulations 1996;

+  Australian Tax Office (GST/ FBT / PAYG) Compliance;

+  Compliance with conditions of program funding arrangements.

During the audit process there have been:

+  Non-compliance issues have been reported in the audit findings where

applicable.

+ No findings or indications of suspected fraud.

As far as the external audit relates to the matters noted above.




Key Audit Matters
and Audit Outcomes
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+ Payment batch not signed by approver
+ Excessive annual leave
+ Lack of sufficient quotes for purchases
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During the planning phase of the audit, we identified the following issues and key areas of audit risk. g T
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Audit findings reported in the previous audit: We followed up on last year’s audit issues during the % @)
+ Supplier Masterfile amendments form not in use audit. Certain issues remain as detailed under Audit =3 %
+ Incorrect payments reported in council minutes Findings. % E
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Potential key changes to accounting standards that may impact your entity for the first time this year: We reviewed management’s assessment of
e AASB 15 Revenue from Contracts with Customers and AASB 1058 Income of Not-for-Profit Entities the impact of the changes to the standard and
The AASB is currently working on a short-term, narrow scope project to clarify some aspects of AASB 15 decision and confirmed that your entity has applied the
and AASB 1058. This may result in: standard and decision correctly, and the financial
- Amendment of existing illustrative examples in and/or addition of new illustrative examples to the

statements comply with the revised requirements of the

standards -
. . . - standard and decision.
- Educational material to support consistent application of the standards.

IFRS Interpretations Committee (IFRIC) Agenda decisions that may impact your entity:

e AASB 138 Intangible Assets

IFRIC has issued two final agenda decisions on cloud computing arrangements (Software as a
Service or Saa$S arrangements):

- The March 2019 decision considers whether a customer receives a software asset at the contract
commencement date or a service over the contract term.

- The April 2021 decision builds on the 2019 decision and considers how a customer accounts for
configuration or customisation costs where an intangible asset is not recognised.

Changes to Local Government (Financial Management) Regulations: We reviewed the financial report and confirmed that
+ Removal of the requirement for local government entities to report financial ratios within the financial management has complied with the regulation.
statements




We have identified the following areas that we consider require additional focus during our 2021- 22 We reviewed the related audit evidence as part of our § (:jE)
local government audits: audit testing and confirmed that appropriate recognition g 5
+ Related party disclosures and measurement and disclosures have been made in = M
+ Revenue recognition the financial report in relation to the risks identified. Jc> o)
+ Unauthorised expenditure % T
+ Unrecorded liabilities and expenses O A
R o o
+ Fictitious employee payments = >
+ Joint Arrangement disclosures =3 o
D
= =
o =
The following annual financial report items are derived from accounting estimates and hence will receive We reviewed the methodology and underlying data that S z
specific audit attention: management used when determining critical accounting g
+ Provision for annual and long service leave estimates. We confirmed the reasonableness of the _8
+ Impairment of assets assumptions and corroborating representations. =
+ Fair value of PPE and Infrastructure We note that management has not performed a robust
+ Provision for rehabilitation of waste disposal sites assessment to determine if infrastructure assets

represent fair value following significant cost increases.
This has been reported as a current year finding.

Important changes in management or the control environment. None during the financial year.




Audit Misstatements

There were no uncorrected misstatements.
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Audit Findings

Per the Interim Management Letter:

1. Payments:

e insufficient quotes for 13 payments

e 2 purchase orders were not on file
2. No risk treatment plan included in the Risk Management Plan
3. IT Security Control Environment

e Lack of physical access controls to the server

e No ICT Strategy Plan

e No Cyber Security Response Plan
4. Security Access Controls -

e Records room and safe are not securely locked during the day and are open to unauthorized access

5. 1timesheet had not been signed by the relevant employee or the supervisor
6. Incorrect Pay Rate for Casual Employee on 1 occasion
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Per the Final Management Letter:

1. 1 Employee with excessive annual leave balance at year end

2. No assessment to determine if land, buildings and infrastructure assets represent fair value
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Key Changes For Next Year

Changes in regulations
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+ DLGSCI invited comments from local governments on proposed reforms which includes
improved financial management and reporting. New standardized templates are proposed for
larger and smaller local government entities. Smaller local governments will have a more
streamlined standard financial statements, reflecting the generally less complex operations of
smaller local governments.
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Accounting Issues for 2023

+ None anticipated that would have a significant impact on the financial statements
for the year ending 30 June 2023.

+ Local Government (LG) entities report most of their Property, Plant and Equipment
and Infrastructure Assets at fair value. The LG entity under AASB 13 Fair Value
Measurement should be determining whether there are trigger events that would
indicate movement in these assets annually as required under Australian
Accounting Standards. This assessment need also be considered in accordance with
17A, 4(a) of the Local Government (Financial Management) Regulations 1996.

e Particularly in a non-revaluation year, where fair value movement indicators
exist, a robust fair value assessment should be performed capturing the
requirements of AASB 13 Fair Value Movements.

e This does not suggest a formal revaluation be performed annually. However, LG
entities could consider implementing from their internal/external valuer a
desktop analysis to inform the LG entity of potential movements applicable to
their LG. Where Fair Value movements are present the LG entity should be
considering and providing to auditors supporting evidence of amounts and the
basis of determining the booking of these revaluation movements.

e Where an LG undertakes the formal valuation internally, it is recommended they
have this assessment peer reviewed (i.e. review the valuation methodology,
inputs and model etc for reasonableness) by an approved independent valuer.

e Where these assessments have not been performed or are not of a sufficient
robustness, a significant Management Letter finding will be reported and on-
flowing considerations to the audit opinion may result.

e This is an important area that would require early consideration by LG entities as
part of the annual preparation of financial statements. This is essential to allow
the LG entity to perform and engage experts as required, particularly where

trigger events are noted.




Thank You

We would like to take this opportunity to once again thank the management team for their
assistance during the audit process, in particular we would like to thank David Burton, Vince
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Bugna and the finance team for their support.
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