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DISCLAIMER

Council and Committee agendas, recommendations, minutes and resolutions are subject to

confirmation by the Council or Committee and therefore, prior to relying on them, one should

refer to the subsequent meeting of Council or the Committee with respect to their accuracy.

No responsibility whatsoever is implied or accepted by the Shire of Narrogin for any act,

omission or statement or intimation occurring during Council/Committee meetings or during

forma [/informal conversations with staff.

The Shire of Narrogin disclaims any liability for any loss whatsoever and howsoever caused

arising out of reliance by any person or legal entity on any such act, omission or statement or

intimation occurring during Council/Committee meetings or discussions. Any person or legal
entity who acts or fails to act in reliance upon any statement does so at that person's or legal

entity's own risk.

In particular and without derogating in any way from the broad disclaimer above, in any

discussion regarding any planning application or application for a license, any statement or
limitation or approval made by a member or officer of the Shire of Narrogin during the course of

any meeting is not intended to be and is not taken as notice of approval from the Shire of

Narrogin, The Shire of Narrogin warns that anyone who has an application lodged with the Shire

of Narrogin must obtain and should only rely on WRITTEN CONFIRMATION of the outcome of

the application, and any conditions attaching to the decision made by the Shire of Narrogin in

respect of the application,

Please note that meetings may be recorded for minute taking purposes.
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AUDIT COMMITTEE MEETING
14 JULY 2021

1. OFFICIAL OPENING/ANNOUNCEIVIENT OF VISITORS

The Presiding Member, President Ballard, declared the meeting open at 5:05 pm.

2. RECORD OF ATTENDANCE/APOLOGIES/APPROVED LEAVE OF ABSENCE

Committee Members (Voting)

Mr L Ballard - Shire President (Presiding Member)

Cr M Fisher

Cr G Broad

Cr C Bartron

Cr J Early
Cr B Seale

Staff
Mr D Stewart - Chief Executive Officer

Mr F Ludovico- Executive Manager Corporate & Community Services
Mr A Mulenga - Manager Corporate Services

Visitors
Mr Kien Neoh - Office of the Auditor General (Director - Financial Audit) - joined via

telephone at 5.25pm and left the meeting at 5.55pm.

Apologies
Cr T Wiese - Deputy Shire President

Cr S Lushey
Cr G Ballard

3. DECLARATION OF INTEREST BY ELECTED MEMBERS AND COUNCIL EMPLOYEES IN
MATTERS INCLUDED IN THE MEETING AGENDA
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CONFIRMATION OF MINUTES OF PREVIOUS MEETINGS

OFFICER'S RECOMMENDATION AND COMIVHTTEE RESOLUTION

Moved: Cr Fisher Seconded: Cr Broad

That the minutes of the Audit Committee Meeting held 24 February 2021 be confirmed as

an accurate record of the proceedings.

CARRIED 6/0

ANNOUNCEMENTS BY THE PERSON PRESIDING WITHOUT DISCUSSION

Nil
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6. MATTERS WHICH REQUIRE DECISIONS

6.1 ADOPTION OF 2019/20 ANNUAL FINANCIAL REPORT

File Reference

Disclosure of Interest

Applicant

Previous Item Numbers

Date

Author

Authorising Officer

12.2.1,4.2.6

Neither the Author nor Authorising Officer have any Impartiality,
Financial or Proximity Interests that requires disclosure.

Shire of Narrogin

Nil

30 June 2021

Frank Ludovico - Executive Manager Corporate and Community
Services

Dale Stewart - Chief Executive Officer

Attachments

1. Letter from the Office of the Auditor General.
2. Shire of Narrogin 2019/20 Annual Financial Report
3. Independent Audit Report.
4. Management Letter - CONFIDENTIAL - Supplied under separate cover.

Summary

The Office of the Auditor General (OAG) conducted the Annual Financial Audit for 2019/20
commencing December 2020 and due to COVID-19, and other reasons, not concluding until May 2021.

This item discusses the outcomes of that audit.

Note: A representative from the OAG Mr Kien Neoh (Director - Financial Audit) will be participating in

this item via teleconference.

Background

The Office of Auditor General conducted the Annual Audit with an onsite audit, between

1-13 December 2020, undertaking follow-up work until May 2021. The final report was received on
14 June 2021.

Consultation

• Dale Stewart - Chief Executive Officer

• AlexMulenga- Manager Corporate Services

• IVIr Kien Neoh Director - Director Financial Audit OAG

Statutory Environment

Section 6.4 Local Government Act 1995 Financial report

Section 5.54 Local Government Act 1995 Acceptance of Annual Reports

Shire of Narrogin Minutes Audit Committee Meeting 14/7/21 Page [ 6



Regulation 36 Local Government (Financial Management) Regulations 1996 - Annual financial report,

content of (Act s.6.4(2))

Policy Implications

There are no policy implications on this matter.

Financial Implications

The financial implications are detailed in the report under comment about ratios.

Strategic Implications

Shire of Narrogin Strategic Community Plan 2017-2027

Objective

Outcome:

Strategy:

Strategy:

4. Civic Leadership Objective (Continually enhance the Shire's

organisational capacity to service the needs of a growing community)

4.1 An efficient and effective organisation

4.1.1 Continually improve operational efficiencies and provide effective

services

4.1.2 Continue to enhance communication and transparency

Comment/Conclusion

Audit Opinion

The OAG concludes the results of the audit was generally satisfactory but there were some deficiencies

in internal controls.

The Independent Audit Report express a qualified opinion on the Annual Financial Report (AFR) for
the Shire of Narrogin for 2019/20. However, the AFR, is based on proper accounts and records and

fairly represents the results of the operations for the Shire of Narrogin for the year ended 30 June 2020.

A qualification was included relating to the fact, the municipal bank reconciliation at 30 June 2020,

included an unreconciled balance of $5,425.

The period from March until December 2020 was a very hectic period for the Administration. New

Payroll, Creditors and Rates Finance Officers had just been recruited and in September both the

Manager Corporate Service and Senior Finance Officer left the organisation. Additionally, COVID-19

put a strain on resources.

Consultants were used to in an attempt clear the unreconciled balance. Whilst a number of issues were
resolved, this immaterial amount could not be cleared.

It is considered the amounts reflect unrecorded payments (ie bank charges) or duplicate income in the

ledgers that were erroneously ticked in the bank reconciliation process. The unreconciled amount has

not altered from 1 July 2020. Work has continued to locate the amount but this has been unsuccessful.

The amount has now been expensed however may need to be raised as a write off element to satisfy
auditor's preferences.

In orderto deal with this matter, new procedures have been introduced and bank reconciliation software

purchased. Bank reconciliations are now completed on a daily basis.
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Ratios

The Auditor also highlights the Shire's Operating Surplus Ratio was below the Department of Local

Government, Sport and Cultural Industries' standard for the part three financial years (indeed for

probably the past 30 or more years).

The Operating Surplus Ratio measures the local government's ability to cover its operational costs and

have revenues available for capital funding or other purposes. To meet the standard, the ratio must be

between 0.0 and 0.15. The Shire's ratio for the last 3 years has been (0.01), (0.19) and (0.18), 2018 to

2020 respectively.

The ratio excludes income from grants but includes depreciation expenses and highlights that most

rural local governments require government grant support to provide services to their residents.

The Operating Surplus Ratio requires Council to ensure that its own revenue sources grow at the same

or a greater rate than its operating expenses, including depreciation. It is well known that most country

local governments struggle to fully fund asset depreciation via its own revenue sources and there is a

reliance on grant funding such as Regional Road Group and Roads to Recovery to assist with asset
renewal expenditure.

To correct this situation, own source revenue (eg Rates and Fees & Charges) needs to increase, or

operating expenditures decrease. Both these measures may be difficult in the current economic

circumstances.

The current ratio benchmarks adopted by the Department is a "one size fits all" approach. It is

understood that a majority of rural local governments have not had an Operating Surplus Ratio that
met the standards set by the Department, and there has been an indication by the Auditor General that

this benchmark may need review.

Management Letter

The Management Letter (attached) identifies several matters and the Administration's response to

those matters. Four of the matters are considered significant. These are detailed below:

1. Changes to bank details in supplier master file.

"Deficiencies were noted in the management of supplier master file bank detail changes made
during the CO VI D-19 period."

Management comment; Process for changes to bank details have been reviewed. The
manager/supervisor authorising the creditors' payment now initials or signs on the amendments
after checking against written requests from the relevant suppliers.

2. Monthly bank reconciliation

"The Municipal Bank Account had, unrecondled items totaling $5,425, and $84,326 worth of
reconciling expenditure items that were incorrectly entered against the cash ledger, of which
approximately $48k superannuation payments were only paid in January 2021."

See comments above.

Shire of Narrogin Minutes Audit Committee Meeting 14/7/21 Page | 8



"The Trust Bank Account had: Unreconciled items totaling $280."

Trust Bank has been reconciled.

3. Late payment of superannuation

"We have identified that the Shire's employee superannuation expense for June 2020 of $48 k was
only paid in January 2021, four months late of the requirement."

Management comment: The June 2020 Superannuation contribution was to be paid by quarterly
deadline of 28 July 2020. The deadline was missed due to senior finance staff resignations around
this time. However, remedial action has since been taken since this occurrence, as super is now
paid fortnightly through the WA Super Clearing House.

4. Stocktake of non-current assets not undertaken.

"We noted that there is still no periodic asset count process in place and no stocktake was
undertaken in 2019-20"

Management comment: COVID-19 caused significant disruption to workflows due to staff
absences. Land and Buildings will be reviewed during the Australian Accounting Standards Board
16 Leases and Fair Value uptake by 30 June 2021.

Stocktake of Portable plant and Portable & Attractive Assets register was completed by 31 March
2021. Please note Council policy 3.10 Portable and Attractive Assets indicates a "stocktake" of
these assets will occur on a regular basis but at least every three years but no more than five years
when fair value revaluations occur.

A physical stocktake of all other assets will occur by 30 June 2022 and the Asset Management
Policy reviewed to incorporate an appropriate stocktak6 process and regime by 31 December 2021.

Since the above comments was made to the OAG, Council Policy 3.10 Portable and Attractive
Assets has been amended to clarify the asset class of the stocktake and the frequency. Policy
12.11 Asset Management has also been reviewed.

The Annual Financial Report and Audit Report will now be incorporated into the Annual Report,
which must be accepted by the local government within 2 months after the Auditor's report become
available (ie 14 August 2021). This document will be included in the Agenda for the Council Meeting
of 28 July 2021.

Voting Requirements

Simple Majority

See over for Recommendation.

Shire of Narrogin Minutes Audit Committee Meeting 14/7/21 Page ] 9



OFFICERS' RECOMMENDATION AND COIVIMITTEE RESOLUTION

Moved: Cr Seale Seconded: Cr Early

That, with respect to the 2019/20 Annual Financial Report, the Audit Committee recommend to
Council:

1. The acceptance of the Annual Financial Report and Independent Audit Report for 2019/20; and

2. Note the Administration's response regarding:

a. The Operating Surplus Ratio; and

b. The other matters referenced in the Management Letter.

3. Note the implementation schedule of items discussed in the Management Letter.

CARRIED 6/0

7, ELECTED MEMBERS' MOTIONS OF WHICH PREVIOUS NOTICE HAS BEEN GIVEN

Nil

8. GENERAL BUSINESS APPROVED BY THE PERSON PRESIDING OR BY DECISION OF
THE MEETING

Nil

9. CLOSURE OF MEETING

There being no further business to discuss, the Presiding Member declared the meeting closed

at 6:13 pm.
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ATTACHMENT 1

Our Ref: 7950 7th Floor, Albert Facey House
469 Wellington Street, Perth

Mail to: Perth BC
Mr Dale Stewart """pOBox"8489

Chief Executive Officer PERTH WA 6849
Shire of
PO Box 1455-0" Tel:086557I500

Fax: 08 6557 7600
NARROGIN WA 6312 Email: info@audit,wa.gov.au

Dear Mr Stewart

ANNUAL FINANCIAL REPORT FOR THE YEAR ENDED 30 JUNE 2020

The Office has completed the audit of the annual financial report for your Shire. In accordance with
section 7.12AD (2) of the Local Government Act 1995, we enclose the Auditor General's auditor's report,
together with the audited annual financial report,

We have also forwarded the reports to the President and the Minister for Local Government, as required
by the Act. You are required to publish the annual report, including the auditor's report and the audited
financial report, on your Shire's official website within 14 days after the annual report has been accepted
by your Council.

Matters of regulatory non-compliance and adverse trends in the financial position are reported on page 2
of the auditor's report.

Management Control Issues
While the result of the audit was generally satisfactory, 1 would like to draw your attention to the attached
listing of deficiencies in internal control and other matters that were identified during the audit. These
matters have been discussed with management and their comments have been included in the
attachment.

Please note that the purpose of our audit was to express an opinion on the financial report. The audit
included consideration of internal control relevant to the preparation of the financial report in order to
design audit procedures that were appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of internal control.

An audit is not designed to identify all internal control deficiencies that may require management
attention. The matters being reported are limited to those deficiencies that have been identified during
the audit that are of sufficient importance to warrant being reported. It is possible that other irregularities
and deficiencies may have occurred and not been identified as a result of our audit.

This letter has been provided for the purposes of the Shire and the Minister for Local Government and
may not be suitable for other purposes.

I would like to take this opportunity to thank you, the management and the staff of the Shire for their
cooperation with the audit team during our audit.

Feel free to contact me on 6557 7683 if you would like to discuss these matters further.

Yours faithfully

KIEN NEOH
DIRECTOR
FINANCIAL AUDIT
14 June 2021

Attach
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ATTACHMENT 2

SHIRE OF NARROGIN

FINANCIAL REPORT

FOR THE YEAR ENDED 30 JUNE 2020

TABLE OF CONTENTS

Statement by Chief Executive Officer 2

Statement of Comprehensive Income by Nature or Type 3

Statement of Comprehensive Income by Program 4

Statement of Financial Position 5

Statement of Changes in Equity 6

Statement of Cash Flows 7

Rate Setting Statement 8

Index of Notes to the Financial Report 9

Independent Auditor's Report 56

COMMUNITY VISION

"A leading regional economic driver and a socially interactive and inclusive community"

Principal place of business:
89 Earl Street

Narrogin
WA 6390
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SHIRE OF NARROGIN
FINANCIAL REPORT

FOR THE YEAR ENDED 30 JUNE 2020

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

STATEMENT BY CHIEF EXECUTIVE OFFICER

The attached financial report of the Shire of Narrogin for the financial year ended
30 June 2020 is based on proper accounts and records to present fairly the financial position
of the Shire of Narrogin at 30 June 2020 and the results of the operations for the
financial year then ended in accordance with the Local Government Act 1995 and, to the extent
that they are not inconsistent with the Act, the Australian Accounting Standards.

Signed on the 24 day of May 2021

CKTief Executive Officer

Dale Stewart

Name of Chief Executive Officer
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SHIRE OF NARROGIN
STATEMENT OF COMPREHENSIVE INCOME
BY NATURE OR TYPE
FOR THE YEAR ENDED 30 JUNE 2020

NOTE
2020

Actual
2020

Budget

Expenses
Employee costs
Materials and contracts
Utility charges
Depreciation on non-current assets . 11(b)
Interest expenses 2(b)
Insurance expenses
Other expenditure 2(b)

Non-operating grants, subsidies and contributions 2(a)
Profit on asset disposals 1 1 (a)
(Loss) on asset disposals 11 (a)
Fair value adjustments to financial assets at fair value
through profit or loss

Net result for the period

Other comprehensive income

Items that will not be reclassified subsequently to profit or loss
Changes in asset revaluation surplus 13

Total other comprehensive income for the period

Total comprehensive income for the period

11,257,942

(5,408,819)
(2,873,798)

(604,712)
(2,920,996)

(49,139)
(250.979)
(387,401)

9,781,250

(5,281,439)
(3.121,662)

(687,072)
(3,450,264)

(39,440)
(267,776)
(642,125)

.1,232,923
10,152

(58,680)

1,729
1,186,124

(105,103)

851,426
35,472

(132,477)

0
754,421

(156,881) (2,954,107)

2019
Actual

Revenue

Rates
Operating grants, subsidies and contributions
Fees and charges
Interest earnings
Other revenue

23(a)
2(a)
2(a)
2(a)
2(a)

T
4,938,388
4,011,546
1,787,386

175.066
345,556

4,943,620
2,809,466
1,646,486

177,100
204.578

T
4,838,905
4,013,897
1,706,542

250,026
1,467,106

12,276,476

(5,468,209)
(3.093,318)

(690,899)
(3,631,766)

(41,325)
(260,371)
(208.086)

(12,495,844) (13,489,778) (13,393,974)_
(1,237,902) (3,708,528) (1,117,498)

809.023
14,394

(159,646)

0
663.771

(51,778) (2,954,107) (453,727)

(105,103) 0 (55,384)

(55,384)

(509,111)

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

fOAG'\
.AUDITED,
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SHIRE OF NARROGIN
STATEMENT OF COMPREHENSIVE INCOME
BY PROGRAM
FOR THE YEAR ENDED 30 JUNE 2020

Revenue

Governance
General purpose funding
Law, order, public safety
Health
Education and welfare
Housing
Community amenities
Recreation and culture
Transport
Economic services
Other property and services

Expenses
Governance
General purpose funding
Law, order, public safety
Health
Education and welfare
Housing
Community amenities
Recreation and culture
Transport
Economic services
Other property and services

Finance Costs
Governance
Law, order, public safety
Recreation and culture
Transport
Economic services

Non-operating grants, subsidies and contributions
Profit on disposal of assets
(Loss) on disposal of assets
Fair value adjustments to financial assets at fair value through
profit or loss

Net result for the period

Other comprehensive income

Items that will not be reclassified subsequently to profit or loss
Changes' in asset revaluation surplus 13

Total other comprehensive income for the period

Total comprehensive income for the period

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

NOTE

2(a)

2(b)

2(b)

2(a)
11 (a)
11 (a)

2020
Actual

T
1,202

7,449,404
118,023
21,149

1,702,814
8,240

1,076,744
63,928

255.107
274.039
287,292

11,257.942

(538,271)
(224,900)
(740.441)
(305,648)

(1,824,283)
(31,742)

(1,450,229)
(2,797,909)
(3,566.114)

(899.359)
(67,809)

(12,446.705)

(12.563)
(364)

(19,512)
0

(16,700)
(49.139)

(1,237,902)

1.232.923
10,152

(58,680)

1.729

-1,186,124

2020
Budget

1,850
6,298,461

79,900
23,500

1,370,538
8.240

1,073,914
138,571
393,646
283,619
109,011

9,781,250

(716,201)
(255,567)
(766,873)
(280,251)

(1,555,453)
(34,441)

(1,568,717)
(3,460.169)
(4.003,206)

(796,803)
(12.657)

(13,450.338)

(8,519)
0

(15.356)
0

(15,565)
(39,440)

(3,708,528)

851,426
35,472

(132,477)

0

754,421

2019
Actual

3.581
7,472,292

266.478
53,404

1,462,390
8,668

1,080,228
194.321

1,275,677
275,187
184,250

12,276,476

(574,450)
(274,816)
(526,304)
(256,031)

(1,505.595)
(32.068)

(1,404,043)
(3,131,606)
(4,609,520)

(823,228)
(214,988)

(13,352,649)

(12,396)
0

(22,203)
(90)

(6,636)
(41,325}_

(1,117,498)

809,023
14,394

(159.646)

0

663,771

(51,778) (2,954,107) (453,727)

(105,103) (55,384)

(105,103) 0 (55,384)

(156,881) (2.954.107) (509,1 11)
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SHIRE OF NARROGIN
STATEMENT OF FINANCIAL POSITION
AS AT 30 JUNE 2020

NOTE 2020

CURRENT ASSETS
Cash and cash equivalents
Trade and other receivables
Inventories
Other assets
TOTAL CURRENT ASSETS

NON-CURRENT ASSETS
Trade and other receivables
Other financial assets
Property, plant and equipment
Infrastructure
Right of use assets
TOTAL NON-CURRENT ASSETS

TOTAL ASSETS

CURRENT LIABILITIES
Trade and other payables
Lease liabilities
Borrowings
Employee related provisions
TOTAL CURRENT LIABILITIES

NON-CURRENT LIABILITIES
Lease liabilities
Borrowings
Employee related provisions
TOTAL NON-CURRENT LIABILITIES

TOTAL LIABIUTtES

NET ASSETS

EQUITY
Retained surplus
Reserves - cash backed
Revaluation surplus
TOTAL EQUITY

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

2019

3
6
7
8

6
5(a)
9
10

12(a)

14
15(a)
16(a)

17

15(a)
1G(a)

17

4
13

$

7,202,711
673,999

19.735
30,688

7,927,133

187,203
106,832

58,387,584
114,312,047

24.076
173,017,742

180,944,875

934.881
10,644

173,653
711,328

1,830,506

13,562
801,359
179,378
994,299

2,824.805

178.120,070

50,442,171
4.083,821

123.594,078
178,120,070

$

7,906,681
1,080,942

7,310
4,241

8,999,174

186.915
105,103

57,798,156
113,800,220

0
171,890,394

180,889,568

611,006
0

166,658
549,544

1,327,208

0
975,569
288.947

1,264,516

2,591,724

178,297.844

50,369,084
4.229,579

123,699,181
178,297.844
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SHIRE OF NARROGIN
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2020

RETAINED
NOTE SURPLUS

RESERVES
CASH

BACKED
REVALUATION

SURPLUS
TOTAL
EQUITY

Balance as at 1 July 2018

Comprehensive Income
Net result for the period

Other comprehensive income
Total comprehensive income

Transfers from reserves
Transfers to reserves

Balance as at 30 June 2019

Change in accounting policy

Correction of prior year error
Restated total equity at 1 July 2019

Comprehensive income
Net result for the period

Other comprehensive income
Total comprehensive income

Transfers from reserves
Transfers to reserves

Balance as at 30 June 2020

13

4
4

28(b)

5

13

4
4

T
51,097,591

(453,727)

0
(453,727)

1,234,368
(1.509,148)

50,369,084

(125,996)

105,103
50,348,191

(51.778) .

0
(51,778)

2,674,563
(2,528,805)

3,954,799

0

0
0

(1,234.368)
1,509,148

4,229,579

0

0
4,229,579

0

0
0

(2,674,563)
2,528,805

T
-123,754,565

0

(55,384)
(55,384)

0
0

123,699,181

0

0
123,699,181

0

(105,103)
(105,103)

0
0

T
178,806,955

(453,727)

(55,384)
(509,111)

0
0

178,297,844

(125.996)

105,103
-178,276,951

(51.778)

(105,103)_
(156,881)

0
0

50,442,171 4,083,821 123,594,078 178,120,070

This statement is to be read in conjunction with the accompanying notes.
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SHIRE OF NARROGIN
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2020

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts
Rates
Operating grants, subsidies and contributions
Fees and charges
Interest received
Goods and services tax received
Other revenue

Payments
Employee costs
Materials and contracts
Utility charges
Interest expenses
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 from sale of property, 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.

2020
NOTE Actual

T

4,902,789
4.494,320
1,787,386

175,066
709,432
345,556

12,414,549

(5,281,976)
(2,819,535)

(604.712)
(49,139)

(250,979)
(719,836)
(387,401)

(10,113,578)

2020
Budget-

~$

4,993,620
3,209.466
1,646,486

177,100
164,883
204,578

10,396,133

(5>281,439)
(3,094,662)

(687,072)
(39,440)

(267,776)
(164,883)
(642,125)

(10,177,397)

2019
Actual

$

4,744,950
4,485,096
1,706,542

250,026
658,672

1.467,106
13,312,392

(5,252,205)
(3,015,540)

(690,899)
(41,325)

(260,371)
(670,057)
(208,086)

(10,138,483)

18

9(a)

10(a)
2(a)
11 (a)

2,300,971 218,736

(2,367,947)
1,232,923

410,007

(2,910,277)
851,426
667.897

3,173,909

(2,104,843) (2.629,468) (1,942,848)

(1,934,464)
809,023
604,761

16(b)
15(b)
16(b)

18

(2,829,860)

(167,215)
(7,866)

0

(175,081)

(703,970)
7,906,681

7.202,711

(4,020,422)

(166,659)
0
0

(166,659)

(3,968,345)
7.893,081

3,924,736

(2,463,528)

(129,777)
0

350,000

220,223

930,604
6,976,077

7,906,681
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SHIRE OF NARROGIN
RATE SETTING STATEMENT
FOR THE YEAR ENDED 30 JUNE 2020

NOTE
2020

Actual
2020

Budget
2019

Actual

OPERATING ACTIVITIES
Net current assets at start of financial year - surplus/(deficit)

Revenue from operating activities (excluding rates)
Governance

General purpose funding
Law, order, public safety
Health
Education and welfare
Housing
Community amenities
Recreation and culture
Transport
Economic services

Other property and services

Expenditure from operating activities
Governance

General purpose funding
Law, order, public safety
Health
Education and welfare
Housing
Community amenities
Recreation and culture
Transport
Economic services

Other property and services

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
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.

24 (b)

24(a)

3,817,912 4.001,534
3,817.912

1,202
2,521,863

118,023
21,149

1,702.814
8,240

1,080,903
63,928

261,100
274,039
287,292

4.001,534

1,850
1,363,465

79.900
23,500

1.370,538
8,240

1,092,366
138,571
408,915
283,619
110,762

6,340,553

(550,834)
(224.900)
(740.805)
(305,648)

(1,831,072)
(31,742)

(1,468,568)
(2,817.421)
(3,591,520)

(916,059)
(75,955)

4,881,726

(724,720)
(255,567)
(766,873)
(280,251)

(1,573,105)
(34,441)

(1.574,917)
(3,475,525)
(4,086,406)

(812,368)
(38,082)

2,883,658 3,547,269
487,599 (1,191.726)

3,760,640
3,760,640

3,581
2,677,951

266,478
53.404

1,464,072
8,668

1,082,425
194,321

1,285.192
275,187
185,250

7,496,529

(586,846)
(274,816)
(531,446)
(256,031)

(1,530,966)
(32,068)

(1,406,963)
(3,220,874)
(4,653,351)

(829,864)
(230,395)

(12,554,524) (13,622,255) (13,553,620)

3.964,103
1,667,652

2(a)
11 (a)
9(a)
10(a)

1,232,923
410,007

(2,104,843)
(2,367,947)

851,426
667,897

(2,629,468)
(2,910,277)

809,023
604.761

(1,942,848)
(1,934,464)

(2,829,860) (4,020,422) (2,463,528)

16(b)
16(c)
15(b)

4
4

23(a)
24(b)

(167,215)
0

(7,866)
(2,528,805)

2,674,563
(29,323)

(2,371.584)
4,929,270
2,557,686

(166,659)
0
0

(969,913)
1,413,724

277,152

(4,934,996)
4,934,996

0

(129,777)
350,000

0
(1,509,148)

1.234,368
(54,557)

(850,433)
4,794,341
3,943.908
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SHIRE OF NARROGIN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

1. BASIS OF PREPARATION

The financial report comprises general purpose financial
statements which have been prepared in accordance with
Australian Accounting Standards (as they apply to local
governments and not-for-profil entities) and Interpretations
of the Australian Accounting Standards Board, and the Local
Government Act 1995 and accompanying regulations.

AMENDMENTS TO LOCAL GOVERNH/IENT (FINANCIAL
IV1ANAGE1VIENT) REGULATIONS 1996
The Local Govemment (Financial Managetnenl) Regulations
19QG take precedence over Australian Accounting Standards.

Prior to 1 July 2019, Financial Management Regulatioti 16
arbitrarily prohibited a local government from recognising as
assets Crown land that is a public thoroughfare, i.e. land
under roads, and land not owned by but under the control or
management of the local government, unless it is a golf course,
showg round, racecourse or recreational facility of State or

regional significance. Consequently, some assets pertaining

to vested land, including land under roads acquired on or
after 1 July 2008, were not recognised in previous financial
reports of the Shire. This was not in accordance with the
requirements of AASB 1051 Land Under Roads paragraph 15
and AASB 116 Property, Plant and Equipment paragraph 7.

From 1 July 2019, (he Shire has applied AASB 16 Leases
which requires leases to be included by lessees in the
statement of financial position. Also, the Local Government

(Financia! ManQgemenf) Regutalions 1996 have been amended
to specify that vested land is a right-of-use asset to be
measured at cost. All right-of-use assets (other than vested
improvements) under zero cost concessionary leases are
measured at zero cost (i.e. not included in the statement of
financial position) rather than at fair value. Ttie exception is
vested improvements on concessionary land leases such as
roads, buildings or other infrastructure which continue to be
reported at fair value, as opposed to the vested land which is
measured at zero cost. The meastiremenl of vested

improvemenls at fair value is a departure from AASB 16
which would have required the Shire to measure any
vested improvements at zero cost,

The Shire has accounted for the removal of the vested land
values associated with vested land previously recognised by
removing the land value and associated revaluation reserve as

at 1 July 2019, Tho comparative year amounts have been
retained as AASB 16 does not require comparatives to be
restated in the year of transition.

Therefore Ihe departure from AASB 1051 and AASB 16 in
respect of the comparatives for the year ended 30 June 2019
remains.

Accounling policies which have been adopted in the
preparation of this financial report have been consistently •
applied unless stated otherwise. Except for cash flow and
rate selling information, the report has been prepared on
the accrual basis and is based on historical costs, modified.

where applicable, by the measurement at fair value of
selected non-current assets, financial assets and liabilities,

NEW ACCOUNTING STANDARDS FOR APPLICATION IN
FUTURE YEARS
On 1 July 2020 the following new accounting standards are to
be adopted:

- AASB 1059 Service Concession Arrangemenfs: Grantors
" AASB 2018-7 Amendments to Auslralian Accounting

Slanclards - Malerialtly

AASB 1059 Seivice Concession Arrangemenfs: Grantors is
nol expected to impact the financiai report.

Specific impacts of AASB 2018-7 Amendmenfs to Ausfratian
Accounting Sfandards - MatQtlality, have not been identified.

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

Ths estimates and associated assumptions are based on
historical experience and various other factors that are

believed to be reasonable under the circumstances; the
results of which form the basis of making the judgements
about carrying values of assets and llabililies that are not
readily apparent from other sources. Actual results may differ
from these estimates.

THE LOCAL GOVERNMIENT REPORTING ENTITY
All funds through which the Shire controls resources to cany
on its functions have been included in the financial statements
forming part of this financial feport.

In the process of reporting on (he local government as a single
unit, all transactions and balances between those funds (for
example, loans and transfers between funds) have been

eliminated.

All monies held in the Trust Fund are excluded from
the financial statements. A separate statement of those
monies appears at Note 29 to these financial statements.

Shire of Narrogin
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SHIRE OF NARROGIN
NOTES TO AND FORMING PART OF THE HNANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

2. REVENUE AND EXPENSES

REVENUE RECOGNITION POLICY

Recognlltan of revenue Is dapendanl on the source of revenue end the assoclaled temis and condllions associated wtlh each sourco

of revenue and recognised as follows;

Revenue Calngory
Ralos

Granl contfacts
wilh customers

Gronls,
subsidies of
con Iribu lions for
the conslruclion
of fioM)(tanc)ol
assets

Grants wflh no
conlracl

commilmenls

Lfcences/
Reglslrattons/
Approvals

Pool [nspscllons

Other
InBpecllons

Wasta

managemenl
colleclions

Waste
management
enlryfees

Property hire and
enlry

Memberships

Fees and
charges (or olher
goods and
services
Commissions

Reimbursements

Fines and

penallfas

Natura of goods and
services

General Rates

Community events,
minor facitilios.
researct), dssign,
planning evaluation and
services

Conslmcllon or
acqtilslUan of
recognisable no n-
ftnanctal ass els lo be
conlrolledbythelocal
govemmenl

General appropriations
and conlri bulions with
no reciprocal
commitment

Butkflno, planning,
devBlopmenl and

animal manageinenl,
having the same nature
as a licence regardless

of naming,
Compliance Bafely
check

Regulatory Food,
Health and Safely

Kerbsids colleclion
soivke

Was Ie (roalmenl,
recycling and disposal
service at disposal
slles

Uso of halls a nd
facllilles

Gym and pool
membership

Cemetary services,
library fees,
reins late me nts and
private works
Commissions on

licencing and tlckel
sales
Insuranco claims

No goods or sorvicos
but fines or pcnnllios
for delayed payments

When
obligations

lyplcally
tallsfiad
Over (tme

Over time

Over lime

No
obligallon
s

Single
polnl In
time

Single
point In
lime

Sfnglo
point In
lime

Over t!ms

Single
point in
lime

Single
point h
lime

Over lime

Slnglo
point In
limo

Over time

Slnolo
point In
time
Single
point In
fllTlB

Payment terms

Payment dates
adopted by Council
du(!no Ihe yeaf

Fteed terms
transfer of funds
based on agreed
milestones and
reporting

Fixed Ie mis
Iransfor of funds
ba sod on agreed
mlleslonas and

reporting

Not applicable

Full payment prior
(o Issue

Equal proportion
based on an equal
annually fee

Full paymonl prior
to Inspection

Paymont on an
annual basis In
advance

Payment In
advance at gate or
on normal (fading
terms if credit
provided
In full In advance

Payment In full in
advance

Payment !n full In
advance

Paymenl in full on
sale

Paymonl In arrears
for claim able event

Payment dalos
adopted by Council
during the year

Return s(Re funds/

Warranties
None

Con Ira d

obllgallon If
project no I
complolo

Conlract
obllgalton if
project no(
complete

Not applicable

None

None

None

None

None

Refund If evenl
cancoliect wilhln
7 days

Refund for
unused portion

on appllca lion

None

None

None

None

Delermlnntlon of

transaction price
Adopted by
council annually

Set by mutual
agreemenl Vflll)
1 he customer

Sat by mulnal
agreement wi lit
the funding body

Cash received

Set by Sfale
legislalion or
Itmlled by •
leglslaljon to the
cosl of provision

Set by Stale
legislation

Set by Slate
lefllsladon or
Hmlled by
legislation to tlio
cosl of provision

Adopted by
council annually

Adopted by
council annually

Adopted by
council annually

Adopted by
coundl annually

Adoplad by
council annually

Set by mulual
agreement wi III
(he customer

Sol by mutual
aoroementwilh
tlie customer

Set by Slalo
[egislallon or
limited by
legislation (o I he
costorpfovlsion

Allocating
transaction

price
When taxable
event occurs

Cased on (he
progress of
works lo
match
poffbnnance
obilg aliens

Based on [he
progress of
works to
maldi
perfarmanco
obllgallons

On recelpl of
funds

Based on

timing of
Issue of the

associated

righls

Apporikmed
equally
across the
Inspection
cycle
Applied fully
on liming o(
Inspecllon

When laxabla
evcnloccurs

Based on

liming of enlry
to facilfly

Based on
liming of enliy
(o facllKy

Apporlioned
equally
across fhe
access period

Applied fully
based on

timing of
provision
On recelpl of
funds



SHIRE OF NARROG1N
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

2.REVENUE AND EXPENSES

(a) Grant revenue
Grants, subsidies and contributions are Included as both operating and non-operaling revenues in the Statement of
Comprehensive Income;

2020 2020
Actual Budget

$
Operating grants, subsidies and contributions
Governance

General purpose funding

Law, order, public safety

Education and welfare

Communily amenities

Recreation and culture

Transport

Economic services

Other properly and services

Non-operating grants, subsidies and contributions

Education and welfare

Recreation and cullure

Transport

2019
Actual

Total grants, subsidies and contributions

$

734
2.249,853

83,846

1,515,119

0
15,337

146,657
0
0

4,011,546

0
181.746

1,051.177

1,232.923

$

250
1.139,641

51.500

1,209,926
3,000

58,154

292,395

17,100

37,500
2,809,466

0
20,000

831,426
851,426

$ •

0
2,283,260

222,768

1,288,563
0

50,504

138,802

0
30,000

4,013,897

18,000

3,000

788,023
809,023

5,244/169 3.660,892 4,822.920

Fees and charges
Governance

General purpose funding

Law, order, public safety

Health
Education and welfare

Housing

Community amenities

Recreation and cullure

Transport
Economic services

Olher property and services

SIGNIFICANT ACCOUNTING POLICIES
Grants, subsidies and contributions

Operating grants, subsidies and contributions are grants,

subsidies or conlribulions that are not non-operaling in nature.

Non-operating grants, subsidies and contribulions are ainounis
received for (he acquisition or construction of recognisable

non-finEindal assets to be controlled by the local government,

40
37,193

32,279

21,149
182,750

8,240

1,071,530

14,736

1,057

255,295

163,117

1,600

39,100

23,400

23,500

156,612

8,240

1,070,914

17,100

0
266,020

40,000

2,157
45,964

36.622

29,938

163,068

8.568

1,080,228
23,061

350
257,808

57,978

1,787,386 1,646,486 1,706,542

Fees and Charges

Revenue (ollier llian service charges) from Ihe use of facililies

and charges made for local yovemmenl services, sewerage

rates, rentals, hire charges, fee for service, photocopying

charges, licences, sale of goods or information, fines, penaliies

and acfminislralion fees.
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SHIRE OF NARROGIN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

2. REVENUE AND EXPENSES (Continued)

(a) Revenue (Continued)

Contracts with customers and transfers

for recognisable non-financia! assets

Revenue from contracts with customers and transfers
to enable ihe acquisition or conslruction of recognisable
non-financial assets to be conlrolled by Ihe Shire
was recognised during the year for the following nalure
or types of goods or services:

Operating grants, subsidies and contributions
Fees and charges
Other revenue
Non-operaling grants, subsidies and contributions

Revenue from contracts with customers and transfers
to enable the acquisition or construclion of recognisable
non-financlal assets to be controlled by the Shire
Is comprised of:

Other revenue from conlracts with customers recognised during the year
Transfers Intended for acquiring or constructing recognisable non-
financial assets from performance obligations satisfied during the year

Information about receivables, contract assets and contract
liabilities from contracts with customers along with
financial assets and associated liabilities arising from transfers
lo enable the acquisition or construclion of recognisable
non financial assets Is:

Trade and olher receivables from contracls with customers

2020
Actual

2020
Budget

2019
Actual

191,159
1,725,495

183,792
1,232,923
3,333,369

2,100,446

1,232,923
3,333,369

336,151
1,583,347

0
851,426

451,703
1.641,-489

453,331
809,023

2,770,924 3.355,546

1,919,498

851,426

2,546,523

809,023
2,770,924 3,355,546

154,383

Impairmenl of assets associated wilh contracts wilh cuslomers are detailed at note 2 (b) under 'Other expendilure'.

13
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SHIRE OF NARROGIN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

2. REVENUE AND EXPENSES (Continued)

(a) Revenue (Continued)

Revenue from statutory requirements

Revenue from statutory requirements was recognised during
the year for the following nature or types of goods or services:

General rates
Statutory permits and licences
Fines

Assets and services acquired below fair value
Contributed assets (Library stock from state government)

Significant revenue
Reimbursement Income - Operating (WANDRRA Funding)

Other revenue

Reimbursements and recoveries
Other

Interest earnings

interest on reserve funds
Rates instalment and penalty interest (refer Note 23(b))
Other interest earnings

2020
Actual

2020
Budget

2019
Actual

4,929,270
51,278
10,613

4,934,996
56,539
6,600

4,794,341
52,346
12,707

4,991,161

177,695
177,695

0

4,998,135

0
0

0

4,859,394

0
0

1,013,775
1,013,775

161,764
183,792
345,556

72,249
72,837
29,980

204,578
0

204,578

70,000
53,000
54,100

0
453,331

1,467,106

90,699
66,256
93,071

175,066 177,100 250,026

SIGNIFICANT ACCOUNTING POLICIES
Interest earnings
Interest income is calculated by applying the effective interest
rate to the gross carrying amount of a financial asset except
for financial assets that subsequently become credit-impaired.
For credit-impaired financial assets the effective interest rate
is applied to the net carrying amount of the tinanciai asset
(after deduction of the loss allowance).

Interest earnings (continued)
Interest income is presented as finance income where it is
earned from financial assets that are held for cash
management purposes.
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SHIRE OF NARROGIN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

2. REVENUE AND EXPENSES (Continued)

(b) Expenses

Significant expense
Road Maintenance due to flood damage - WANDRRA

Auditors remuneration
- Audit of the Annual Financial Report
- Other services

Interest expenses (finance costs)

Borrowings
Lease liabilities

Other expsnditure
Impairment loss on trade and other receivables from contracts with customers
Members fees
Donations, Subsidies & Assistance to Community Groups
Slalutory Fees and Taxes
Sundry expenses

Note

16(b)
15(b),

ners

2020
Actual

$

0
0

45,000
1,200

46,200

48,775
364

49,139

27,544
132,802
39,535
12.641

174,879

2020
Budget

$

0
0

49,875
0

49,875"

39,440
0

39,440

0
149,600
170,050
20,200

302,275

2019
Actual

$

900,540
900,540

38,760
1,000

39,760

41,325
0

41,325

38,020
131,773
20,926
16,359

1,008
387,401 642,125 208,086

|15
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SHIRE OF NARROGIN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

3. CASH AND CASH EQUIVALENTS NOTE 2020 2019

Cash at bank and on hand
Total cash and cash equivalents

Restrictions
The following classes of assets have restrictions
Imposed by regulations or othsr externally imposed
requirements which limit or direct the purpose for which
the resources may be used:

- Cash and cash equivalents

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

Reserves - cash backed
Bonds and deposits held
Unspent loans
Total restricted assets

7,202,711 7,906,681

4

16(c)

SIGNIFICANT ACCOUNTING POLICIES
Cash and cash equivalents
Cash and cash equivalents include cash on hand, cash at bank,

deposits available on demand with banks and other short term

highly liquid investments with original maturities of three months

or less ihat are readily convertible to known amounts of cash

and which are subject to an insignificanl risk of changes in value

and bank overdrafts. Bank overdrafts are reported as short term

borrowings in current liabilities in the stalement of financial

posllion,

7,202.711

4,100.027
4,100,027

4,083,821
16,206

0
4.100,027

7,906,681

4.594,086
4,594,086

4.229,579
18,602

345,905
4,594,086

Restricted assets
Restricted asset balances are not available for general use by

the local government due to externally imposed reslrictjons.

Externally imposed restrictions are specified in an agreement,

contract or legislation. This applies to reserves, unspent grants,

subsidies and contributions and unspent loans that have not been

fully expended in the manner specified by the conlributor,

legislation or loan agreement.
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SHIRE OF NARROGIN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

4. RESERVES - CASH BACKED

2020
Actual

Opening
Balance

2020
Actual

Transfer

to

2020
Actual

Transfer

(from)

2020
Actual

Closing
Balance

2020
Budget

Opening
Balance

2020
Budget

Transfer

to

2020
Budget

Transfer

(from)

2020
Budget
Closing

Balance

2019
Actual

Opening
Balance

2019
Actual

Transfer

to

2019
Actual

Transfer

(from)

4,229,579 2,528.805 (2,674,563) 4,083,821

All reserves are supported by cash and cash equrvalents and are restricted within equity as Reserves - cash backed.

4,153,215 969,913 (1.413,724) 3,703,404

2019
Actual

Closing
Balance

(a)
(b)
(c)
(d)
(e)
(f)
(g)
(h)
®
(D
(k)
(I)
(m)
(n)
(0)
(p)
(q)

Employee Entitlement Resen/e
Building Reserve
Refuse Site Reserve
Community Assisted Transport (CAT) Reserve

Nan-ogin Regional Recreation Centre Resen/e

Plant, Vehicle & Equipment Resen/e
Economic Development Resen/e

FT & Office Equipment Reserve
Tourism & Area Promotion Resen/e
Unspent Grants & Contribution Reserve
HACC Reserve
CHCP Resen/e
CHSP Resen/e
Road construction reserve

Asset Valuation reserve
LandcareResen/e
Narrogin Airport Resen/e

s
334,853
373.S81
435,109

6,655

73,927
454,955
174,049

72,563

77,202
203,773
584.487
122.909
347,664
329,405

31,309
97,024
10,DOO

s
25,720

31,607
84,432
4,187

205.509
442,771

52,973
6,239
1,319
3,481

100,796
455.512

1,091.298
5.598

535
1.657

15.171

5
0

(435,140)
(40,752)
(10,04S)

0
(502,423)

0
D
0

(20,650)
(161,697)
(356.187)

(1,147,656)
0
0
0
0

5
350,583
470,148
478,739

794
279.436

395.307
227,022

7.8,802

7S.521
185,594
523,586
222,234
291,306
335,003

31,844.

98,681
25,171

5
334.862

873.682
435.109

4,395

73,927
454.953
174,049

72,563

77,202
48,265

557.576
152.862

426,026
329,405

31,309
97,024
10,000

5
25,687
31,522
84,389

S.G75

81,255
432,726

52,956

6,232

1.311
820

9,469
2,596

212,463
5,534

0
1.648

15.170

5 .

0
(550,000)
(46,000)
(12.000)

0
(557,300)

[18,000)
0
0

(49,067)
(98,240}
(83,117)

0
0
0
0
0

s
360.549
355,204
473,498

(1,530)
155,182

330,385
209,005
78,795
78,513

18
468.805

72,341

638,489
334,999

31,309
98,672
25,170

£
387,576

686,182
376,474

4,298

214.761
333.984
152,014

5S.049
75,469
44,816

784,352

241,070
160.370
301,328

30.610
94.846

0

5
8,891

187,499
5S,S35
2,357

144,925
516,164
22,035

6,514
1,733

203,956

44,89S
5,533

265,056
28,077

699
2,178

10.000

$
(61,604)

0
0
0

(285,759)
(395,183)

0
0
0

(44,999)
(244.,7S1)
(123.694)

p'8,362)

0
0
0
0

$
334,863

873,681
435,109

5,655
73,927

454,959

174.049
72.563
77,202

203.773
584,487
122,909

347,664
329,405

31,309
97.024
•10.000

3,954,799 1,509,148 (1,234,358) 4.229,579

NameofReser/e
(a) Employee Entitlement Resen/e
(b) Building Resen/e
(c) Refuse S'rte Reserve
(d) Community Assisted Transport (CAT) Reserve
(e) Nairogin Regional Recreation Centre Resen/e
(f) Plant, Vehicle & Equipment Reserve
(g) Economic Development Reserve
(h) FT & Office Equipment Resen/e
(i) Tourism & Area Promotion Resen/e

0) Unspent Grants & Contribufion Reserve
(k) HACC Reserve

(0 CHCP Reserve

(m) CHSP Resen/e

(n) Road construction reserve
(o) Asset Valuation reserve
(p) Landcare Resen/e
(q) Narrogin ^Jrport Reserve

Anticipated
date of use Purpose of the reserve

Ongoing To -fund current and past employee's leave entitlements and redundancy payouts.
Ongoing To support the acquisition, upgrade or enhancements of buildings wfthin the district
Ongoing To fund infrastmcture development and rehabilitation costs associates wrth the Shire's tip srte as well the purchase and development a regional waste faalit/.
Ongoing To fund the reptacement/change over of the CATS vehide.
Ongoing To fund YMCA additional maintenance works as well as acquisitions, upgrades and enhancement of the building, major plant & equipment items.
Ongoing To support the purchase/replacement of motor vehicles, and heavy plant and equipment
Ongoing To fund economic development projects that will benefit the district
Ongoing To fund the purchase and upgrade of computer equipment, software and office equipment
Ongoing For the purpose of tourism & district promotion activities, significanl events and festivals which includes banner poles, entry statements and outdoor digital

screens.

Ongoing To store unspent grants and contributions. Funds can only be expended on items that have been approved by the relevant grant agreement/funding body.
Ongoing To store unspent HAC.C grant funds that can fund the purchase of assets, payout of Homecare employee entitlements and other projects that have been

approved by the Funding Body.
Ongoing To store unspentC.H.C.P grant funds that can fund the purchase of assets, payout of Homecare employee enfidemerrts and other projects that have been

approved by the Funding Body.
Ongoing To store unspentC.H.S.P grant funds that can fund the purchase of assets, payout of Homecareemplciyee entitlements and ottier projects that have been

approved by the Funding Body.
Ongoing To be used on road construction projects.
Ongoing To fund asset valuations.

Ongoing For the purpose of supporting and funding infrastructure development, maintenance, acquisition, upgrade or enhancements and grant funding to the Marrogin
Airport.
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SHIRE OF NARROGIN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

5. OTHER FINANCIAL ASSETS 2020 2019

0
0

106,832

105,103
105,103

0

Non-current assets
Financial assets at fair values through other comprehensive income 0 105,103

Financial assets at fair value through profit and loss 106,832 0
106,832 105,103

Financial assets at fair values through other comprehensive income
Units in Local Government House Trust

Financial assets at fair value through profit and loss

Units in Local Government House Trust
106,832 0

* - Units in the Local Government House Trust had previously been reported as financial assets at fair value through other comprehensive income.

This prior year reporting has been corrected through the Shire's retained surplus as a retrospective adjustment through a restated opening retained
surplus, taking up the past increments in fair value via a reclassification from the revaluation reserve. The impact on the Shire's opening retained surplus

due to this correction as at 1 July 2019 was $105,103.

SIGNIFICANT ACCOUNTING POLICIES
Other financial assets at amortised cost
The Shire classifies financial assets at amortised cost if both of the
following criteria are met:
- the asset is held within a business model whose objective is to collect

the contractual cashflows, and
- the contractual terms give rise to cash flows that are solely payments

of principal and interest.

Financial assets at fair value through profit and loss
The Shire classifies the following financial assets at fair value through profit
and loss:
- debt investments which do not qualify for measurement at either

amortised cost or fair value through other comprehensive income.
- equity investments which the Shire has not elected to recognise

fair value gains and losses through other comprehensive income.

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

Note 25.
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SHIRE OF NARROGIN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

6. TRADE AND OTHER RECEIVABLES

Current

Rates receivable
Sundry receivables
GST receivable
Allowance for impairment of receivables

Non-current

Pensioner's rates and ESL deferred

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 clue from third (aarties for goods sold and
services performed in the oiclinary course of business.

Trade receivables are recognised at original invoice
ainount less any allowances for uncoltectible amounts

(i.e. Impairment). The carrying amount of net trade
receivables is equivalent to fair value as it is due for
setllement within 30 days.

ImpainTientrind ristt exposure
Information about the impairment of trade receivables
and their exposurB to credit risk and inleresl rate risk
can be found in Note 25,

2020 2019
T

464,808
154,383
82,352

(27,544)

T
399.381
647.633
71,948

(38,020)
673,999

187.203

1.080.942

186,915
187,203 186.915

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Classification and subsequent measurement

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

Trade receivables are held with the objective (o collect
the contractual cashflows and therefore measures them
subsequently sit ainorlised cost using the effective
interest rate melhocl.

Due to (he short term nature of currenl receivables, their
carrying amount is considered to be the same as (heir
fair value. Non-current receivables are indexed to

inflation, any difference between the face value and fair
value is considered immaterial.
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SHIRE OF NARROGIN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

7. INVENTORIES 2020 2019

Current

Fuel and materials . 19.735 7,310
19.735 7.310

The following movements in inventories occurred during the year:

Carrying amount at beginning of period 7,310 184,553
Inventories expensed during the year (184,772) (223,663)

* Previously recorded as L&B and Land for Resale - duplication. 0 (177,273)
Additions to inventory _ 197.197 _223,693
Carrying amount at end of period 19,735 7,310

Note: * In 2018 this asset was recorded both as L&B and Land for Resale - this entry is to reverse that duplication.

SIGNIFICANT ACCOUNTING POLICIES
General
Inventories are measured at the lower of cost and net

realjsable value.

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

I 20
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SHIRE OF NARROGIN
NOTES TO AND FORftfllNG PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

8. OTHER ASSETS

Other assets - current

Accrued Income

2020 2019

30.688 4,241

30,688 4,241

SIGNIFICANT ACCOUNTING POLICIES
Other current assets

Other non-financial assets include prepayments which

represent payments in advance of receipt of goods or
seivices or that pal t of expenditure made in one

accounting period covering a lenn extending beyond

that period.
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SHIRE OF NARROG1N
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

9. PROPERTf, PLANT AND EQUIPMENT

(a) NIovements in Carrying Amounts

Movement in the carrying amounts of each class of property, plant and equipment between the beginning and the end of the current financial year.

Balance at 1 July 2018

Additions

(Disposals)

Revaluation increments / (decrements)
transferred to revaluation surplus

Depreciation (expense)

Transfers
Carrying amount at 30 June 2019

Comprises:
Gross carrying amount at 30 June 2019
Accumulated depreciation at 30 June 2019
Carrying amount at 30 June 2019

Addifions

(Disposals)

Depreciation (expense)

Transfers
Carrying amount at 30 June 2020

Comprises:
Gross carrying amount at 30 June 2020
Accumulated depreciation at 30 June 2020

Carrying amount at 30 June 2020

Land -

freehold
land

$ .
10,472,998

0

•o

0

0

0
10,472,998

10,472.998

. 0

10,472,998

0

0

0

0
10,472,998

10,472,998
0

10,472,998

Total land

$
10,472,998

0

0

0

0

0
10,472,998

10,472,998
0

10,472,998

0

0

0

0
10,472,998

10,472,998
0

10,472,998

Buildings -
non-

specialised
$

1,861,630

461,673

0

0

(130,497)

41,480
2,234,286

2,454,786
(220,500)
2,234,286

659,333

0

(141,971)

0
2,751,648

3,114,119
(362,471)
2,751,648

Buildings -
specialised

s
40,576,606

331,614

0

0
u

(615,121)

0
40,293,099

42.135,037
(1,841,938)
40,293,099

318,420

0

(617,626)

41,897
40,035,790

42,495.354
(2,459,564)
40,035,790

Total
buildings

$
42,438,236

793,287

0

0

(745,618)

41,480
42,527,385

44,589,823
(2,062,438)
42,527,385

977,753

0

(759,597)

41,897
42,787,438

45,609,473
(2,822,035)
42,787,438

Total land
and

buildings
$

52,911,234

793,287

0

0

(745,518)

41,480
53,000,383

55,062,821
(2.062,438)
53,000,383

977,753

0

(759,597)

41,897
53,260,436

56,082,471
(2,822,035)
53,260,436

Furniture
and

equipment
$

247,903

65,308

0

(2,306)

(55,155)

140,200
395,950

395,950
0

395,950

2,314

0

(28,819)

(2,314)
367,131

395,950
(28,819)
367,131

Plant and

equipment
$

4,642,200

1,084,253

(750,013)

(331,223)

(412.029)

. (181,680)
4,051,508

4,051,508
0

4,051,508

947,081

(458,535)

(308,047)

0
4,232,007

4,521,852
(289,345)
4,232,007

Artwork
s

0

0

0

350,315

0

0
350,315

350,315
0

350,315

0

0

0

0
350,315

350,315
0

350,315

Library
Stock

Transferee!
From State

Govt
$

0

0

0

0

0

0
0

0
0
0

177,695

0

0

0
177,695

177,695
0

177,695

Total

property,
plant and

equipment
$

57,801,337

1,942,843

(750,013)

16,786

(1,212,802)

0
57,798,156

59,860,594
(2,062,438)
57,798,156

2,104,843

(458.535)

(1,096,463)

39.583
58,387,584

61,528,283
(3,140,699)
58,387,584
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SHIRE OF NARROGIN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

9. PROPERTY, PLANT AND EQUIPMENT (Continued)

(b) Fair Value Measurements

Asset Class
Fair Value
Hierarchy Valuation Technique

Basis of
Valuation

Date of Last
Valuation Inputs Used

Land and buildings

Land-freehold land

Buildings - non-specialised

Buildings - specialised

Furniture and equipment

Plant and equipment

- Independent valuation 2019

- Independent valuation 2019

Artwork

Library Stock Transferee) From
State Govt.

Market approach using recent
observable market data-for similar

assets.

Market approach using recent
obsen/abte market data for similar

properties.

Cost approach and depreciated
replacement cost.

Cost approach and depreciated
replacement cost.

Market value using recent observable
market data for similar plant and

equipment

Cost approach and depreciated
replacement cost

Market value using recent obsen/able
market data for items

Cost approach and depreciated
replacement cost

Independent
Valuer

Independent
Valuer

Independent
Valuer

Independent
Valuer

Independent
Valuer

Independent
Valuer

Independent
Valuer

Management
Valuation

June 2016

June 2016

June 2016

June 2019

June 2019

June 2019

June 2018

June 2020

Price per hectare.

Price per square metre / market borrowing rate,
adjusted for restrictions in use.

Construction costs and current condition (level 2),
residua! values and remaining useful life

assessments (level 3) inputs.

Purchase costs and current condition (Level 2),
residual values and remaining useful life

assessments (Level 3) inputs

Market price based on make, size, year of

manufacture and condition.

Purchase costs and current condition (Level 2),
residual values and remaining useful Irfe

assessments (Level 3) inputs

Price per item.

Purchase costs and current condition (Level 2),
residual values and remaining useful life

assessments (Level 3) inputs

Levels inputs are based on assumptions with regards to future values and patterns of consumption utilising current information. If the basis of these assumptions were varied,
they have the potential to result in a signfficantly higher or lower fair value measurement

During the period there were no changes in the valuation techniques used by the local government to determine the fair value of property, plant and equipment using either
level 2 or level 3 inputs.

Following a change to Local Government (Finsncial Management) Regulation 17A, plant and equipment type assets (being plant and equipment and furniture and equipment)

are to be measured underthe cost model, ratherthan at fair value. This change is effective from 1 July 2019 and represents a change in accounting policy-

Revaluations earned out previously were not reversed as it was deemed fair value approximates cost at the date of change.
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SHIRE OF NARROG1N
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

10. INFRASTRUCTURE

(a) Movements in Carrying Amounts

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

Balance at 1 July 2018

Additions

Depreciation (expense)
Carrying amount at 30 June 2019

Comprises:

Gross carrying amount at 30 June 2019
Accumulated depreciation at 30 June 2019
Carrying amount at 30 June 2019

Additions

Depredation (expense)

Transfers
Carrying amount at 30 June 2020

Comprises:
Gross carrying amount at 30 June 2020
Accumulated depreciation at 30 June 2020
Carrying amount at 30 June 2020

Infrastructure -

roads
$
97,289,534

1,478,216

(1,547.937)
97,219,813

98,767,750
(1,547,937)
97,219,813

1,978,578

. (1,126,702)

0
98,071,689

100.746,328
(2,674.639)
98,071,689

Infrastructure -

footpaths
$
2,864,891

52,300

(71.622)
2,845,569

2,917,191
071,622}

2,845,569

60,884

C/r1,S22)

0
2,834,831

2,978,075
(143,244)
2,834,831

Infrasb-ucture -

drainage
$
6,975,087

2,194

(139,502)
6,837.779

6,977,281
(139,502)
6,837,779

16,640

(139,545)

0
6,714,874

6,993,921
(279,047)
6,714,874

Infrastructure-

parks and ovals
$
4,748,800

13,203

(537,578)
4,224,425

4,762,003
(537,578)
4,224,425

0

(351,418)

24,908
3,897,915

4,786,911
(888.996)
3,897,915

Infrastructure -

bridges
$
2,070,500

0

(39.921)
1,970,579

2,070,500
(99,921)

1,970,579

18,920

(99,921)

0
1,889,578

2,089,420
(199.842)
1,889,578

Infrastructure -

other
$

335,908

388,551

(22.404)
702,055

724,459
(22,404)
702,055

292,925

(27,329)

(64,491)
903,160"

952,893
(49,733)
903,160

Total •

Infrastructure
$

114,284,720

1,934,464

(2,418.964)
113,800,220

116,219,184
(2,418,964)

113,800,220

2,367,947

(1,516,537)

(39,583)
114,312,047

118,547,548
(4,235,501)

114,312,047
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SHIRE OF NARROGIN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

10. INFRASTRUCTURE (Continued)

(b) Fair Value Measurements

Asset Class

Fair Value
Hierarchy Valuation Technique Basis of Valuation

Date of Last
Valuation Inputs Used

Infrastructure - roads
Cost approach using depreciated

replacement cost.

Construction costs and current condition (Level 2),
Independent Valuer - June 201 8 residual values and remaining useful Irfe

assessments (Level 3) inputs

Infrastructure -footpaths
Cost approach using depreciated

replacement cost

Construction costs and current condition (Level 2),
Independent Valuer June 2018 residual values and remaining useful life

assessments (Level 3) inputs

Infrastructure - drainage
Cost approach using depreciated

replacement cost.

Construction costs and current condition (Level 2),
Independent Valuer June 2018 residual values and remaining useful life

assessments (Level 3) inputs

Infrastructure - parks and ovals
Cost approach using depreciated

replacement cost.

Construction costs and current condition (Level 2),
Independent Valuer June 2018 residual values and remaining useful life

assessments (Level 3) inputs

Infrastructure - bridges
Cost approach using depreciated

replacement cost

Construction costs and current condition (Level 2),
Independent Valuer June 2018 residual values and remaining useful life

assessments (Level 3) inputs

Infrastructure - other
Cost approach using depreciated

replacement cost.

Const-uction costs and current condition (Level 2),

Independent Valuer June 2018 residual values and remaining useful life
assessments (Level 3) inputs

Level 3 inputs are based on assumptions with regards to future values and patterns of consumption utilising current information. If the basis of these assumptions were varied, they
have the potential to result in a significantly higher or lowerfair value measurement.

During the period there were no changes in the valuation techniques used to determine the fair value of infrastructure using level 3 inputs.
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SHIRE OF NARROGIN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

11. FIXED ASSETS

SIGNIFICANT ACCOUNTING POLICIES
Fixed assets
Each class of fixed assets within elllier plant atid equipmRnl or
infra slrucUire. is carried at cost or fair value as indicated tess,

wliere appliceibie, any accLimulaled depredalion and impaifinenl
losses.

Initial recognition and moasursinent betweon

mandatory revaluation dates
Assets for which the fair value as at (he date of acquisifion is under

$5,000 are nol recocjnised as an asset in accordance with

Ftnsincial Management Regulafion •17A (5). Tliese asyets are
expensed immediately

Where multiple individual law value assets are purchased together

as part of EI larger assel or collectively formincj a larger asset

exceediny the Ihresholc), tiie individual assets are recognised as

one asset and capilalised.

In relation to this iniliaf measuremenl, cos! is cletennined as Elie fair
value of the assets given as consideration plus costs incidenlal to

(he E)C(|Lf)si(ion. For assets acquired at zero cost or otherwise

significantly tess than fair value, cosl is determined as fair vdlue at

the dale of acquisilJon. The cosl of non-current assets construcled
by the Shire Includes the cosl of ati malerials used in construction,

direct labour on the project and an appropriate proportion of variable
and fixed oveiheads.

Individual assels thai are land, buildings, infraslructure and

investment properiies acquired between jnilial recognition and the
next revaluation of the asset class in accordance with the

mandatory measurement frameworlt, are recognised at cost

and disclosed as being at fair value as management believes cas(

approximates fair value. They are subject to subsequenl revaluation

at llie neKl anniversary date In accordance wilh the manilalory
measuremenl framework,

AUSTRALIAN ACCOUNTING STANDARDS - INCONSISTENCY
Land under contra! prior to 1 July 2019
In accordance with the (hen Local Government (Financial Management)

Regulalion 16(8)(it) His Slilre vras previousfy required lo include as an

asset (by 30 June 2013), veslecl Crown Land operated by (he local

cjovemment as a golf course, showgrouncl, rdcecourse or other

sporting or recreational facility of State or recjional significance.

Upon Initial recognition, these assets were recorded at cost in
accordance with AASB 11 6. They were (lien classified as Land

and revakied along with other land,

Land under roads prior to 1 July 2019

In Western Australia, mosl land under roads is Crown Land, (lie

responsibifily for manacjinc) which. Is. vested In the local governmenl.

Elfective as at 1 July 2008, Council elected not (o recognise any

value for land under roads acquirec) on or l.iefore 30 June 2008.

This accords with the trealmenl available in Australian Accounting
Standard AASB 1051 Land UiKter Roads and the then Local

Government (Financial Management) RegufQtion 16(a)(i) which arbitrarily

prohibited local governments from recognising such land as an asset.

This recjulation has now been deleted.

In respect of land under roads acquired on or after 1 July 2000, as
detailed above, the then Local Gowrnmwt (Financial Managemenl)

Regulation 16{a)(!) prohibited lociil guvernmenls from recognising
such land as an asset.

Whilst such treatment is inconsislent witli (lie requirements of

AASB 1051, Local Government (Financial Managemenl)
Regulation 4(2} provides, in the event of such an inconsistency,

the Local GovernmQnt (FinanciQl MwiagQiwnt) Regulations 1996 prevail.

Conseqnenlly, any fancl under roads acqLiireci on or after 1 July
2008 was not included as an asset of the Shire.

Revaluation
The fair value of land, buildings,in frastcuclure and Inveslmenl

properties is determined at least every five years in accordance
with tlie regulatory framework. This includes buildings and

infrastruckire items which were pre-existing iinprovemenls

(i.e, vested improvemenls) on vested land acquired by the Shire.

At Ihe end of each period Ihe valuation is reviewed and where
a[)proprigle (lie fair value Is updaled to reflect current market
conditions. This process is considered to be in accordance
wilh Locssl GovQmment (Financial Management) RQgulation 17A (2)
which requires land, buildings, infraslruclure, inveslmenl properlies
and vested improvements to be shown at fair value.

Increases in (he carrying ainounl arising on revatuallon of assets

are credited (o a revaluation surplus in equily. Decreases that offset
previous increases of the same class of asset are recognisec)

againsl revalLiation surplus direclly in equity. All other decreases

are recogdised in profit or loss.

Land under roads from 1 July 2019
As a result of amendmenis to the Local Government (Financial
ManQCfQment) Regulations 1996, effective from 1 July 2019, vested

land, inclucfinc) land under roads, are treated as right-of-use

assets measured at zero cost, Therefore, (he previous Jnconsisiency

wilhAASB 1051 in respect of non-recognilion of land under roads

acquired on or afler 1 July 2008 has boen removed, BVGII Ihough
measurement at zero cost means that land under roads is still not
included in the statoinent of financial posilion.

The Shire has accounled for the removal of the vested land values
associaled with veslecl land previously recognised by removing {he
land value and assouraled revalualion reserve as a( 1 July 2019,The

comparatives liave nol been reslaled.

Vested improvements from 1 July 2019
The measuremenl of veslec) ifnprovements al fair value in accord ance
with Local Government (Finandal Management) Hegulallon 17A(2)(w)

is a deparlure from AASB 1 G which would have requifed the Shire lo .
measure the vested improvemenls as pall of Ide related right-of-use
assets at zero cost.

Refer lo Noie 12 tliat details the significant qccounUng policies applyinc]

(o teases (including right of use assets).

Shire of Narrogin
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SHIRE OF NARROGIN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

11. FIXED ASSETS

(a) Disposals of Assets

Plant and equipment

2020
Actual

Net Book
Value
T

450,535
45B.535

2020
Actual
Sale

Proceeds

T
410.007
410.007

Tha followidfl assets were disposed of during the year.

Plant and Equipment
Education and welfare
Nissan Xlrail
Communtty amenities
Hold on Acadla
HoldenLTZTraHblazer
Haldon Trax
Transport
Hold en Colorado 4x4
Holden Tratlblazer LTZ
Holden Arcadla
JCB 4CX PC Backhos Loader
2013 aCombl Broons Roller
GAT CW34NN Rubber Tyred
Roller
Mitsubishi Trilon Single Cab Ule
Othar property and sen/lces
Mllaublshl Pajero Exceed
Mllsnblstil ASX

2020
Actual

Net Book
Valus

22,244

35,994
51,550

11.497

34,118
34,608
41,916
52,732

23,300

82,280
11,001

'10,137

17,100
458,535

2020
Actual
Sale

Pfoceads

W.45S

40.153
35.193
0,523

35,151
39,648
36,043
S2.250
10.909

77.500
9,091

38.384

12,727
410,007

2020
Actual
Profit
T
10,152
10,152

2020
Actual
Profll

0

4,158
0
0

1,033

A.QBQ
0
0
0

0
0

0
0

10,152

2020
Actual
Lot*

»
(50,680)_
(58,600)

2020
Actual
Low

(6.789)

0
(18,365)

(1.874)

0
0

(6,B73)
(4Q2)

(12,391)

(4,750)
(1,810)

(3,773)
(4,373)

(88,680)

2020
Budget

Net Book
Value
T

704.902
784,902

2020
Budget 2020 2020
Sale Budget Budget

Proceeds Front Lass
~(»T

667,897 35,472 (132,477)
667,897 35.472 (132.477)

2019
Actual

Net Book
Value

T
750,013
760,013

2019
Actual
Sale

Proceeds

T
604.761
604,781

2019 2019
Actual Actual

Front Loss
^T
14.394 (159.646)
14,394 (159.046)
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SHIRE OF NARROGIN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

11. FIXED ASSETS

(b) Depreciation

Buildings - non-specialisec)
Buildings" specialised
Furniture and equipment
Plan! and equipment
Infrastructure - roads
Infrastructure - foolpalhs
Infrastructure - drainage

Infrastructure - parks and ovals
Infrastructure - bridges
Infrastructure - other

Right of use assets - plant and equipment

2020
Actual

$
141,971
617,626

28,819
308,047

1,126,702
71,622

139.545
351.418
99,921
27,329
7,996

2020
Budget

$
731,343

0
54.492

412.358
1,529,337

70.761
0

531,118
98,720
22,135

0

2019
Actual

$
130,497
615,121

55,165
412,029

1,547,937
71,622

139,502
537,578
99,921
22,404

0
2,920.996 3,450.264 3,631,766

Revision of useful lives of assets
During the year, Ihe Shire reviewed the useful lives affixed assets. The estimated useful life for the Road Pavement asset for
unsealed roads was Increased from 12 years to 50 years. The revision had the effect of reducing Ihe annual depreciation charge for
this asset from $561,000 to $140,000.

SIGNIFICANT ACCOUNTING POLICIES
Deproclation
The depreciablo amounl of all fixed assets inclLiding buildings
but excluding freehold land and vested land, are depreciated
on a stralght-llne basis over Ihe Individual asset's useful life
from Ihe time (he assel is held ready for use. Leasehold
improvements are ctepreciatecl over the shorter of eilher Ihe
tinexpired period of the lease or the esllmatecl useful life of
the improvements.

The assets residual values and useful lives are reviewed, and
adjusted if appropriate, al (he end of each reporting period.

An asset's carrying amount is writlen down iinmecllately lo Us
recoverable amount if (he asset's caifying amoun! is grealer

llian ils esliinated recoverable amount.

Gains and losses on disposals are determined by
comparing proceeds with the carrying amount. These
c)ains and losses are included in the slatemenl of
comprehensive income in (lie period in wliich they arise.

Depreciation rates
Typical estimated useful lives for the differehl asset classes
for (he current and prior years are included In the (able below:

Asset Glass
Buildings
Furniture and equipment
Plant and equipment
Sealed roads and streets
formalion
pavemenl

seal
- bituinlnous seals
- asphalt surfaces

Gravel roads

formation
pavement
Formed roads (unsealed)
formation
pavement
Foolpalhs - slab
Sewerage piping
Waler supply piping and drainage systems
Bridges
Other InfraslrLicture
Right of use (planl and equipmenl)
Library books

Shire ofNarrogin

Useful life
5 to 100 years
A to 10 years
fi to 15 years

nol depreciated
50 years

20 years
25 years

not depreciated
50 years

not depreciated
50 years
50 years
40 years

GO to 75 years
15 lo 25 years
10 lo 50 years

Based on the remaining lease
5 years

Dept'cr.iation on rovaluation

When an item of property, plant and equipmont is
revalued, any accuinulEtled depreciation a( the date of
the revaluation Is treated in one of (he following ways:
(a) The gross carrying amount is adjusted in a manner

(hat is consislenl with Ihe revalualion of the carrying
amount of die asset. For example, the gross carrying

amoLint may be restated by reference io observable
market dala or it may be restated proporlionalely lo (he
change in Ihe carfying atnount. Tlie accumulated
deprecialion at the date of the revaluation is adjusted
to equal Ihe difference belween tlie gross cEin-ying
amount and the carrying amount of (he asset after
taking into account accumulated impairmenl losses; or

(b) Eliminaled against llie gross carrying ainounl of the
asset and Ihe net amount restated to the revakied
amount of the asset.
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SHIRE OF NARROGIN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

12.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,

Carrying amount at 30 June 2019

Additions
Depreciation (expense)
Carrying amount at 30 June 2020

(b) Cash outflow from leases
Interest expense on lease liabilities
Lease principal expense
Total cash outflow from teases

(c) Other expenses and income relating to leases
Short-term lease payments recognised as expense

Low-value asset lease payments recognised as expense
22,004

The Shire has 1 lease relating to plant and equipment. The [ease term for this lease is 3 years.

Right of use assets -
plant and equipment

~-$

0

32,072
(7.996)
24,076

364
7,866
8,230

14.124
7,880

Right of use assets
Total

0

32,072
(7,996)
24,076

364
7,866
8,230

14,124
7,880

22,004

The measurement of lease liabilities does not include any future cash outflows associated with leases not yet
commenced to which the Shire is committed.

SIGNIFICANT ACCOUNTING POUCIES
Leases

Al inception of a contract, the Shire assesses if the

contract contains or is a lease. A contract is, or

contains, a lease if the contract conveys the right
to control the use of an identified asset for a period
of time 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 j3ciyments that are not paid at
that date. The lease payments are discounted using
the interest rate implicit in the lease, if that rate can
be restdily determined. If that rate cannot be readily
determined, the Shire uses its incremental borrowing
rate.

All contracts that are classified as short-term
leases (i.e. a lease with a remaining term of
12 months or less) and leases of low value
assets are recoynised as an operating
expense on a straight-line basis over the
term of the lease.

Leases for right-of-use assets are secured

over the asset being leased.

Right-of-use assets - valuation

Right-of-use assets are measured st cost. This

means that all right-of-use assets (other than
vested improvements) under zero cost
concessionary leases are measured at zero

cost (i.e. not included In the statement of financial
position). The exception is vested improvements on
concessionary land leases such as roads, buildings
or other infrastructure which are reported at
fail value,

Refer to Note '11 for details on the significant
accounting policies applying to vested improvements.

Right-of-use assets" depreciation

Rjght-of-use assets are depreciated over the
lease term or useful life of the underlying
asset, whichever is the shortest. Where a
lease transfers ownership of the underlying
asset, or the cost of the right-of-use asset

reflects that the Shire anticipates to exercise
a purchase option, the specific asset is
Eimortisecl over the useful life of the underlying
asset.
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SHIRE OF NARROG1N
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

13. REVALUATION SURPLUS
2020 2020

Opening Revaluation
Balance Increment

Revaluation surplus -
Revaluation surplus -
Revaluation surplus -
Revaluation surplus -
Revaluation surplus -
Revaluation surplus -
Revaluation surplus -
Revaluation surplus -
Revaluation surplus -
Revaluation surplus -
Revaluation surplus -

Land and buildings
Furniture and equipment
Plant and equipment
Artwork
Infrastmcfure - roads
InfrastruchJre - footpayis
Infrastructure - drainage
Infrastructure - parks and ovals
Infrastructure - bridges
Infrastructure - other
Investment LG House *

Refer to Note 5 for further details.

2020 Total 2020 2019
Revaluation Movement on Closing Opening
(Decremenfl Revaluation Balance Balance

20-19 2019 Total 2019
Revaluation Revaluation Movement on Closing
Increment (Decrement) Revaluation Balance

s
43.787.223

24.329
762.474

- 350,315
66,216,935

1,825,795
6,330,837
2,108,515

67,155
2,070,500

105,103

$
0
0
0
0
0
0
0
0
0
0
0

$
0
0
0
0
0
0
0
D
0
0

(105,103)

$
0
0
0
0
0
0
0
0
0
0

(105.103)

s
43,787.223

24.329
762,474
350,315

66,216,935
1,825,795
6,380,837
2.108,515

67,155
2,070,500

0

s
43,964,496

26,635
1,093,597

0
66,216,935

1.825,795
6.380,837
2,108,515

67,155
2,070,500

0

$
0
D
0

350.315
0
0
0
0
0
0

105.103

s
(177,273)

(2,306)
(331,223)

0
0
0
0
0
0
0
0

s
(177,273)

(2,306)
(331,223)

350,315
0
0
0
0
Q
0

105,103

s
43.787,223

24,323
762,474
350.315

66,216.935
1,825,795
6.380.837
2,108,515

67,155
2,070,500

105.103
123,699,181 0 (105,103) (105,103) 123,594,078 123,754,565 455,418 (510,802) (55,334) 123,539,181

Movements on revaluation of property, plant and equipment (including infrastructure) are not able to be reliably attributed to a program as the assets were revalued by dass as provided for by AASB 116 Aus 40.1.
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SHIRE OF NARROGIN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

14. TRADE AND OTHER PAYABLES

Current

Sundry creditors
Prepaid rates
Accrued salaries and wages
ATO liabilities
Bonds and deposits held
Other creditors
Accrued expenses
Accrued Interest on loans

2020

934.881

SIGNIFICANT ACCOUNTING POLICIES
Trade and other payables
Trade and other payables represent liabilities for goods

and services provided to the Shire prior to the end of the
financial year that are unpaid and arise when the Shfre
becomes obliyed to make future payments in respect
of the purchase of these goods and services.
The amounts are unsecured, are recognised as a

current liabilily and are normally paid wilhin 30 days of
recognition

2019
T

• 426,355

156,112
107,715
154,662

16,206
32,949
35,284

5,598

T~

265,704
0

67,608
120,141

18,602
(121)

131,507
7,565

611.006

Prepaid rates
Prepgid rates are, unlil the taxable event has occurred

(start of the next financial year), refundable at the request
of the ratepayer. Rates received in advance are inilially

recognised as a financial liability. When the taxable event
occurs, the financial liability is exlingLiished and the Shire
recognises revenue for the prepaid rates that have not been

refunded,
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SHIRE OF NARROGIN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

15. LEASE UABIU71ES

[a] LeBKUabmUn

Current
NwKUffmS

ia,6M
13.SS2

(bf Movunntt ta CuTffng Amnuns

Numb*T ln*d[uUBn_

LWB
bitmt
R*r

WMMVOW
Actual Aetft

LMfPrtnctell Nnr
AJuiyaor

»jun*aaaa
*CtU*<

La—WncW
.Rtpuvwntt

aojunano
AauN

LarPrtndpl
..OuUftndlnft.

L^ulnftut
Bicnm—it*

M-hwMM
Budgn Budart

LinnPrtnelBtl N*w
UalvKHB

30 Jun* 2020
BuAnl

Ln—Frlndpal

»Jma»2fl MJun*2020
But)a*< Budflit

L*au Mndnl Lnu Inunrt
-Sjrtrttndlng _.!H*imamnn_

sojunewr aojurMH »juft*an M.tmnana
Actual Actual Acnat Actual Acaal

I^ur Prindpl Naw Len»» PrtndpAl LAW* Prtwttur LUU tntfaat
AJulyW LSM*_gnntvmmu OutMfUnn ttniwnwo

Lw.onjcf, puhlle Ericty
Hdden ColBTOdn
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SHIRE OF NARROGIN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

16. INFORMATION ON BORROWINGS

tal Borrow ings

Current

Non-current

fb) Repayments - Bon-owingl

$ s
173,653 166,65B
801,359 975,569
975,012 1.142,227

Particulars
Govmanee
Corporate Sofhware & Ser/cr Upgrad
Administration Buitding Extension
Recreation and culture
Narrogin Regional Leisure Centre
Town Hall RenovaCons
Transport
Shtre Depot
Economic services

[ndustriat Land
Accommodab'cn Unrts

Loin
tjumber

125
128

1218
126

51

127
129

Institution

WATC*
WATC-

WATC-
WATC-

WATC-

WATC-
WATC"

Inttrnst

Rat*

3.33%
2.69%

5.51%
3.BG%

7.19%

4.4SW

2.03%

Princlp»)
1 July 2019

s

0
327,386

219,202
125,591

0

120,048
350.000

3flJunt2t)20 30Jun«S020 30Jun«20M 30 Jun* 2020
Actual Actual Actual Actual Actual

Hvw Principal Intarwt Prinelp*!
Loan a rBfUyiTrrrts npaym*nt» outTtandlna

30Jun«2020 30 June 2020 30 Juna 2020 30 Jun* 2020
Budget Budget Budgtt Bud a at Bud at Actual
Prlneipil Nnw Principal Interest Ftrincjptt Principal'

1 July 2019 Loans repaymtnts npayment* outstanding 1 July2018

30Jun«2ni9 30June2Q19 30Juna201S 30Jun»2019
Actual

Mtw
Loans

Actual

Principal
rapavments

Actllll Actual

Inttrttt Principal
repayments outttandina

0
0

0
0

0

0
0

0
43,106

51,483
23,821

0

11,100
31.905

0
12,563

13,292
S.220

a

6,551
10,149

0
284,260

167,719
95.970

0

108,948
318,OSS

0
327,386

219502
125,591

0

120.M8
SSO.ODD

0
43,105

51,483
29,521

11.100
31.350

0
8.519

10.791
4,565

5S5S
_10,310

a
2&4.281

1G7.719
35.970

106,946
318,650

369,354

267,883
154.100

130.667
0.

0
350.000

0
41.968

48,681
28.509

10,519
0

109
12,287

15,419
5.7B4

6,636

1,142^27 167,215 48,775 975,012

0
327,386

219202
125.591

120.046
350.000

1.142,227 iee,e59 39,440 975,568 922,004 350,000 i2?,rrr 41,325 1.142^27

* WA Treasury Corporat'on

Alt loan repayments were financed by general purpose revenue.
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SHIRE OF NARROGIN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

16. INFORMATION ON BORROWINGS (Continued)

(c) Unspent Borrowings

Particulars
Accommodation Units
* WA Treasuiy Corporation

Unspent
Date Balance

Borrowed 1 July 2019

Borrowed Expended Unspent
During During Balance
Year Year 30 June 2020

WATC* 28/05/2019
(

345.805
$ t t

0 (345,905) 0

2020

3')5,905

2019

0 (345,905)

(d) Undrawn Borrowing Fgcltitles
Cfedlt Standby Arrangements
Bank overdrafl limit
Credit card limit
Credit card balance at balance date
Total amount of credit unused

Loan facilities
Loan facilities - current
Loan Facilities - non-current
lease liabllilles - current
Lease liabilities - non-current
Total facilities In use at balance date

Unused loan facilities at balance date

s $

400,000 400.000
22,600 15.000

('103) _ (1,639)
422,097 413.461

173.653 166.656
801,359 975.569
10.644 0
13.662 0

999.218 1.142,227

0 346.305

SIGNIFICANT ACCOUNTING POLICIES
Financial liabilities
Financial llabilides are recognised at fair value when (he Shire becomes
a party lo the conlfactual provisions to (he InstfUinenl

Non-defivative financial liabililies (excluding (inanclal guaranlees) are
subsequently measured at amorttsed cost. Gains or tosses are
recognised In profit or loss.

Financial liabilities are clerecognlsed where (lie relatett obligations are
discharged, cancelled or expired. The difference between (lie carrying
amount of Itie Hnandal liability extingntshed or transferreci to another
party and (lie faif value of Ihe consideration paid, inclucflng Die transfer
of non-cash assets or IJabitilies assumed, is recognised !n profit or loss.

Borrowlnt) costs
Borrowing costs are fecognised as an expense when Incurred except
where lliey are directly atlributable to the acqulsilion, consiruclion or
procfucllon of a qualifying asset. Where lliis is Uie case, they are
capilatisect as part of the cost of the pariJculEir asset until such time
as the asset is substantially ready for its Intended use or sale.

Risk
fnformallon regarding exposure to risk can be found al Note 25,
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SHIRE OF NARROGIN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

17. EMPLOYEE RELATED PROVISIONS

(a) Employee Related Provisions

Opening balance at 1 July 2019
Current provisions
Non-current provisions

Additional provision
Amounts used
lncrease/(decrease) in the discounted amount arising
because of time and the effect of any
change in the discounted rate
Balance at 30 June 2020

Comprises
Current
Non-current

Amounts are expected to be settled on the following basis:
Less than 12 months after the reporting date
More than 12 months from reporting date
Expected reimbursements from other WA local governments

Provision for
Annual
Leave
~$~

381.421
0

381,421

389,499
(324,126)

0
446,794

446.794
0

446,794

2020

T
445,023
426,148

19.535

Provision for
Long Service

Leave

T
168,123
288,947
457,070

26,047
(44,471)

5,266

443.912

264,534
179,378
443,912

2019

T
254,078
573,640

10,773

Total
T

549,544
288,947
838,491

415,546
(368,597)

5,266
890,706

711,328
179,378
890,706

890,706 838,491

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

SIGNIFICANT ACCOUNTING POLICIES
Employee benefits
Short-term employee benefits
Provision is made for the Shire's obligations for short-tenn
employee benefits, Short-term employee benefits are
benefits (other than termination benefits) (hat are expected
to be settled wholly before 12 months after the end of the
annual reporting period in which the employees render (he
related service, incliiclinc) wacjes, salaries and siclt leave.
Short-lerm employee benefits are measured at the
(undjscountecl) amounts expected to be paid when the
obligalion is setlied.

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

Other long-term employee benefits
The Shire's obliyations for employees' annual leave and long
service leave enfitlemenls are recognised as provisions
in the statement of financial position,

Long-term employee benefits are measured al the piesenl
value of the expected future payments to be made to

employees. Expected future payments incorporate
anliclpated future wage and salary levels, durations of
service and employee departures and are discounled al
rates determined by reference to market yields at [he end

of (lie reporting period on government bonds that have

maturity dates that approximate (lie terms of the obligalions.

Other loncj-term employee E)enefjts (Continued)
Any remeasLireinents for changes in assumptions of
obligations For other long-term employee benefits are
recognised in profit or loss in the periods in which Ihe
changes occur.

The Shire's obligations for long-term employee benefits are
presented as non-current provisions in its statement of
financial posilion, except where the Shire does not have an
unconditional right to defer setllemenl for at least 12 months
after the end of the reporiing period, in which case the
obligations are presented as cuiTent provisions.

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

Provisions are measured usinc) the best estimate of the
amounts required to sellle (lie obligation al the end of the
reporting period.
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SHIRE OF NARROGIN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

18. NOTES TO THE STATEMENT OF CASH FLOWS

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

2020 2020 2019
Actual Budget Actual

Cash and cash equivalents 7,202.71 1 3,924,736 7,906,681

Reconciliation of Net Cash Provided By
Operating Activities to Net Result

Net result (51,778) (2,954,107) (453,727)

Non-cash flows in Net result:
Adjustments to fair value of financial assets at fair
value through profit and loss (1,729) 0 0
Depreciation on non-current assets 2,920,996 3,450,264 3,631,766
(Profit)/loss on sale of asset 48,528 97,005 145,252

Changes in assets and liabilities:
(tncrease)/decrease in receivables 406,655 450,000 365,859
(lncrease)/decrease in other assets (26,447) 0 0
(lncrease)/decrease in inventories (12,425) 2,000 (30)
lncrease/(decrease) in payables , 197,879 25,000 74,183
lncrease/(decrease) in provisions . 52,215 0 219,629

Non-operating grants, subsidies and contributions (1,232,923)_ ^851,426) _(809,023)
Net cash from operating activities 2,300,971 218,736 3,173,909
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SHIRE OF NARROGIN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

19. TOTAL ASSETS CLASSIFIED BY FUNCTION AND ACTIVITY

2020 2019

Governance

General purpose funding
Law, order, public safety
Education and welfare
Housing
Community amenities
Recreation and culture
Transport
Economic services
Other property and services
Unallocated

3.£

1.^

T

10,
652,

,900
,011

488,468
,505,

727,
,403,

39,446
117,1

5,
8,i
3.f

,122
,177
,584
,826

180.944

,135
,136
,221
,980
,932
,639
,269
,184
,875

3,^

1,1
1,

39,

$$~

11,',175
586,296
518,900

,494, f
,135,£
,207,E

,616,f

116,489,
5.

8,;
A/

180,i

> 102,

,268,

,456,

,889,

,838
,969
,973
,518
,328
,815
.792

9G4
568
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SHIRE OF NARROGIN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 20.20

20. CONTINGENT ASSETS AND LIABILITIES

The Department of Water and Environmental Regulation (DWER) issued Category 61,62 and 64
licenses for the Shire of Narrogin Waste Management Facility for a term of 20 years from 30 June
2011 to 29 June 2031.

Independent experts, engaged by the Shire, determined that the site is anticipated to have an
operating life of at least 68 years.

A Landfill Closure Management Plan is required to be prepared as part of the license conditions. A
preliminary Landfill Closure Management Plan has been prepared by the Shire but is subject to the
assessment by DWER.

The Shire is not aware of any contingent assets as at 30 June 2020.
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SHIRE OF NARROG1N
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

21. CAPITAL COMMITMENTS 2020 2019
$ $

(a) Capital Expenditure Commitments

Contracted for;
-capital expenditure projects 56,862 136,799

56,862 136,799

Payable:
- not later than one year 56,862 136,799

The capital expenditure projects outstanding at the end of the current reporting period
and previous represent outstanding orders issued for capital projects prior to 30.06.2020
and 30.06.2019, respectively.
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SHIRE OF NARROGIN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

22. RELATED PARTY TRANSACTIONS

Elected Members Remuneration

The following fees, expenses and allowances were

paid to council members and/or the President.

Meeting fees

President's allowance

Deputy President's allowance

Travelling expenses

Telecommunications allowance

2020
Actual

$

86,492

23,500

5,875

0
5,511

121,378

osure

2020
Actual

T
944,735
123,789
103.401

2020
Budget

$

88,000

24,000

6,000

1,000

5,600

124,600

2019
Actual

88,000

23,500

5,875

139
5,600

123,114

2019
Actual
~~T

922,628
-120.798

96,673

Key Management Personnel (KMP) Compensation Disclosure

The total of remuneration paid and payable to KMP
of the Shire during the year are as follows;

Short-term employee benefits
Post-employment benefits
Other long-term benefits

1,171,925

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 above.

Post-empfoyment benefits
These amounts are the current-year's estimated cost of providing for the Shire's superannuation
contributions made during the year.

Other iong-tQrm benefits
These amounts represent long service benefits accruing during the year.

1,140,099

40
Shire of Narrogin Minutes Audit Committee Meeting 14/7/21 Page | 51



SHIRE OF NARROGIN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

22. RELATED PARTY TRANSACTIONS (Continued)

Transactions with related parties

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

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

The following transactions occurred with related parties:
2020

Actual
2019

Actual

Sale of goods and services
Purchase of goods and services

5,008
14.569

5,476
10,136

Purchases to the value of $14,569 were made to the following during the current financial year:

Narrogin Revheads
Highbury Tennis Club
Food with Flair

Regional Communication Solutions Pty Ltd
G & RJ Ballard

With the related party being a member of the Council
With the related party being a member of the Council
This organisation is operated by a family member closely
associated with a member of the Council
This organisation is operated by a member of the Council
This organisation is operated by a member of the Council

Related Parties

The Shire's main related parties are as follows:

/'. 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.

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

/»', Entitles 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 NARROGIN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

23. RATING INFORMATION

(a) Rates

RATE T?E
Differential general rate / genera! rate

Gross rental valuations
Urban
Rural
Unimproved valuations
General UV

Sub-Total

Minimum payment

Gross rental valuations
Urban
Rural
Rural - Highbury
Unimproved valuations
General UV

Sub-Total

Total amount raised from general rate
Ex-gratia rates
Movement in excess rates
Totals

SIGNIFICANT ACCOUNTING POLICIES
Rates
Control over assets acquired from rates is obtained at the

commencement of the rating period.

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 taxable event occurs, the nnandal liability is
extinguished and ths Shire recognises revenue for the prepaid

rates that have not been refunded.

Rate in

J_

0.113035
0.070754

_0.006162

Minimum

1.105
799
713

799

Number
of

Properties

1.656
75

285
2,016

484
16

9

189
698

2,714

2019/20
Actual

Rateable
Value

$

27,419,349
1,344,814

168.859,000
197,623.163

3,578,615
95,642
60,647

16.908,800
20,643,704

218,266,867

2019/20
Actual
Rate

Revenue

$

3,099,346
95,151

1.040.509
4,235,006

534,820
12,784
6,417

151,011
705,032

4,940.038

2019/20
Actual
Interim
Rates

$

22,183
136

(25.9_39)_
(3,620)

0
0
0

.?_

0

(3,620)

2019/20
Actual
Back

Kates
$

3,317
99

J10.564)
(7,148)

0
0
0

0
0

(7.148).

2019/20
Actual
Total

Revenue

$

3,124,846
95,386

_U)04,006
4,224.238

534,820
12,784
6,417

.151,011
705,032

4.929.270
4,929,270

9,118
0

2019/20
Budget

Rate
Revenue

s

3,096,476
94,415

1,039,073
4,229,964

534.820
12,784
6,417

151,011
705,032

4,934,996

2019/20
Budget
Interim

Rate
$

0
0

0..

0

0
0
0

0
0

0

2019/20
Budget
Back
Rate

$

0
0

0
0

0
0
0

0
0

0

2019/20
Budget
Total

Revenue

$

3,096,476
94.415

1.039,073
4,229.964

534,820
12,784

6,417

151.011
705,032

4.934.996
4,934.996

8,624
0

2018/19
Actual
Total

Revenue

$

3,082,039
90,023

1.004,800
4,176,862

479,769
5,456

13,374

118.880
617.479

4.794.341_
4,794,341

9.300
35.264

4.938,388 4,943,620 4,838,905
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SHIRE OF NARROGIN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

23. RATING INFORMATION (Continued)

(b) Interest Charges & Instalments

Instalment Options

Option One
Single full payment
Option Two
First instalment
Second instalment
Third instalment
Fourth instalment

Interest on unpaid rates
Interest on instalment plan
Charges on instalment plan

Date
Due

5/09/2019

5/09/2019
7/11/2019
9/01/2020
12/03/2020

Instalment
Plan

Admin Charge

T

17
17
17

2020
Actual

T
55,066
17,771
30,377

Instalment
Plan

Interest Rate
~%

5.50%
5,50%
5.50%

2020
Budget
T

35,000
18,000
35.000

Unpaid Rates
Interest

Rate
%

11.00%

11.00%
11.00%
11,00%
11.00%

2019
Actual

T
48,231
18,025
41,287

103,214 88,000 107,543

43
Shire of Narrogin Minutes Audit Committee Meeting 14/7/21 Page | 54



SHIRE OF NARROGIN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

24. RATE SETTING STATEMENT INFORMATION

2019/20
(30 June 2020

Carried

Note Forward)

2019/20
Budgot

(30 June 2020

Carried

Forward)

2019/20
(1 July 2019

Brought

Forward)

2018/19
(30 Juno 2019

Carried

Forward

(a) Non-cash amounts excluded from operating activities

The following non-cash revenue or expenditure has been excluded
from amounts attributable to operating activities wHhln the Rate Selling
Statement In accordance with Financtat Management Reguiafion 32.

Adjustments to operating activities
Less: Profit on asset disposals
Less: Movement fn liabilities associated with reslrlcted cash
Less: Fair value adjustments to financial assets at fair value through profit
and loss
Movemant in pensioner deferred rates (non-current)
Movement in employee benefit provisions (non-current)
Add; Loss on disposal of assets
Add: Depreciation on non-current assets
Non cash amounts excluded from operating activities

11 (a)

11(a)
11 (b)

(10.152)
25,720

(1,729)
(288)

(109,569)
58,680

2,920.996

(35,472)
0

0
0

132,477
3,450,264

, (14,394)
(52,713)

0
(26,597)
266,395
159,646

3,631,766

(14,394)
(52,713)

0
(26,597)
266,395
159.646

3.631,766
2,883,658 3,547,269 3,964,103 3,964.103

(t>) Surp!us/(defic!t) 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 surp)us/(deficit) after imposition of general rates.

Adjustments to net current assets
Less: Reserves - cash backed
Less: Current assets not expected to be received at end of year

- Land held for resale

Add; Current liabilities not expected to be cleared at end of year
- Current portion of borrowings
- Current portion of lease liabilities
- Employee benefit provisions

Total adjustments to net current assets

Net current assets used In the Rate Setting Statement
Total current assets
Less: Total current liabilities
Less: Total adjustments to net current assets
Not current assets used In the Rate Setting Statement

4

i(a)

(4,083,821)

0

173,653
10,644

360,583
(3,538.941)

7,927,133
(1,830,506}
(3,538,941)

(3,709,404)

(177,273)

0)
0

334.862
(3,551,816)

4,668,803
(1,116.989)
(3,551,816)

(4,229,579)

0

166,658
0

334,863
(3,728,058)

8,999,174
(1,463,204)
(3.728,058)

(4,229,579)

0

166,658
0

334,863
(3,728,058)

8,999,174
(1,327,208)
(3,728,058)

2,557,686 3,817,912 3,943,908

(c) Adjustments to current assets and liabilities at 1 July 2019
on appHcatfon of new accounting standards

Total current liabilities at 30 June 2019
- Rates paid in advance

Total current liabilities at 1 July 2019
27(b)

(1,327,208)
(125,996)

(1,453,204)
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SHIRE OF NARROGtN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

25. 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 Long term borrowin9s at variable sensitlvity Utilise fixed interest rate borrowings
rates analysis

Cash and cash equivalents, trade . . , . ^, .._..,„__„_.. _,,._,. , ...„

Credit risk r^Jvabie8"finanSlassets^ AginganaK Dive^"c^cwoffcSnkdeSslts'
debt'!n7estmenlsu1"1 """k" """ credit analysis credit "mits- lnvestment P0^

cash Availability of committed credit
risk Borrowings and other liabilities ^"""^"""l'._ ^L'^"11'7^^^.^:'_'-'7^:.^

flow forecasts lines and borrowing facilities

The Shire does not engage !n 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 rate 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-intersst 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 InterestRate Bearing

% $ $ $ $
2020
Cash and cash equivalents 0.25% 7,202,711 0 7,199.971 2,740

2019
Cash and cash equivalents 1,25% 7,906,681 0 7,903,941 2,740

Sensitivity
Profit or loss is sensitive to higher/lower interest income from cash and cash equivalents as a result of changes In
interest rates, 2020 2019

$ $
Impact of a 1 % movement in interest rates on profit and loss and equity* 72,000 79,039
' Holding all other variables conslant

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 borrowing may be found at Note 16(b),
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SHIRE OF NARROGIN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

25. FINANCIAL RISK MANAGEMENT (Continued)

(b) Credit risk

Trade and Other Receivables
The Shire's major recalvables 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, The Shire is also 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 2019 or 1 July 2020 respectively and the corresponding historical tosses experienced within this period.
Historical credit loss rates are adjusted to reflect current and forward-looking information on macroeconomic factors
such as the ability of ratepayers and residents to settle the receivables. Housing prices and unemployment rates have been
identified as the most relevant factor in repayment rates, and accordingly adjustments are made to the expected credit loss
rate based on these factors. There are no material receivables that have been subject to a re-negotiation of repayment terms.

Current
More than 1

year past due
More than 2

years past due
More than 3

years past due Total
30 June 2020
Rates receivable

Expected credit loss
Gross carrying amount
Loss allowance

30 June 2019
Rates receivable

Expected credit loss
Gross carrying amount
Loss allowance

0.00%
14,087

0

0.00%
5,930

0

0.00%
260,063

0

0.00%
149,540

0

0.00%
116,530

0

0.00%
89,129

0

0.00%
261,331

0

0.00%
215.701

0

652,011
0

460,300
0

More than 30 More than 60 More than 90
Current days past due days past due days past due Total

30 June 2020
Sundry receivables

Expected credit loss
Gross carrying amount

Loss allowance

4.18%
98,915
4,132

14.48%
3,806

551

22.98%
11,983
2,754

50.67%
39,679
20,107

154,383
27,544

30 June 2019

Sundry receivables
•Expected credit loss

Gross carrying amount

Loss allowance

4.18%
603,831

25,240

14.48% .

10,306
1,492

22.98%
23

5

52.12%
21,648

11,283

635,808
38.020

Shire of Narrogin Minutes Audit Committee Meeting 14/7/21

46
Page | 57



SHIRE OF NARROGIN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

25. 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 16(d).

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

2020

Payables
Borrowings
Lease liabilities

2019

Payables
Borrowings

Due
within
1 year

T
934.881
203.340

10,973
1,149,194

611,006
203,288

Due
between

1 & 5 years

0
610,096

13.716
623,812

0
711.815

Due
after

5 years

T
0

256.085
0

256,085

0
362,895

Total
contractual
cash flows

T
934.881

1.069.521
24,689

2,029,091

611,006
1,277,998

Carrying
values

T
934.881
975.012
24,206

1.934,099

611,006
1,142,227

814,294 711,815 362,895 1,889.004 1,753,233
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SHIRE OF NARROGIN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

26. EVENTS OCCURRING AFTER THE END OF THE REPORTING PERIOD

There were no events occurring after balance date that have a significant effect on the financial statements.
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SHIRE OF NARROGIN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

27. INITIAL APPLICATION OF AUSTRALIAN ACCOUNTING STANDARDS

During the current year, the Shire adopted all of the new and revised Australian Accounting Standards and
Inlerpretallons which were compiled, became mandatory and which were applicable to Its operallons.

(a) AASB 15: Revenue from Contracts with Customers

The Shire adopted AASB 15 Revenue from Contracts wilh Customers (Issued December 2014) on 1 July 2019 resulting in changes In
accounting policies. In accordance with the (ransilion provisions AASB 15, (he Shire adopted the new rules retrospectively wifh the
cumulative effecl of Initially applying these rules recognised on 1 July 2019, The changes in the accounllng standards had no materiaUmpacl
on the balance sheel of the Shire.

(b) AASB 1058; Income For Not-For.Profit Entities

The Shire adopted AASB 1058 Income for Nol-for-Profit Enllties (issued December 2016) on 1 July 2019 which will result )n changes
In accounting policies. In accordance with the transition provisions AASB 1058, the Shire adopted the new rules relrospeclively with the
cumulative effect of Initially applying MSB 1058 recognised at 1 July 2019. Comparative information for prior reporting periods was

not restated In accordance with MSB 1058 transition requirements.

In applying MSB 1058 retrospecllvely wilh the cumulative effect of Initially applying the Standard on 1 July 2019 changes occurred
to the following financial statement line items by application ofAASB 1058 as compared to AASB 118: Revenue and AASB 1004:
Contributions before the change:

Note

AASB118and
AASB 1004

carrying amount

30 June 2019 Reclasslfication

AASB 1058
carrying amount

01 July 2019

Trade and other payables
Rates paid in advance
Adjustment to retained surplus from adopllon ofAASB 1058

14
28(b)

(125.995) (125.996)
(125.996)

Prepaid rates are, unlll the taxable event for Ihe rates has occurred, refundable at the request of the ratepayer. Therefore the rates
received In advance gave rise to a financial liability thai Is wilhln the scope ofAASB 9. On 1 July 2019 the prepaid rates were recognised
as a financial asset and a related amount recognised as a financial liability and no income recognised by the Shire. When the taxable even!
occurred, the financial liability was extinguished and the Shire recognised Income for the prepaid rates that have not been refunded.

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

Volunteer Services in relation to Volunteer Bush Fire Services were not recognised as the fair value of the services cannol be reliably eslimated.
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SHIRE OF NARROGIN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

27. INITIAL APPLICATION OF AUSTRALIAN ACCOUNTING STANDARDS (Continued)

The table below provides details of the amount by which each financial statement line item is affected In the current reporting period
by the application of this Standard as compared to MSB 118 and 1004 and related Interpretations that were In effect before the change.

2020
$

2020
$

Note

Adjustment due
As reported to application of Compared to

under AASB 15 AASB 16 and AASB 118 and
andAASBIOBS AASB 1058 AASB 1004

Statement of Comprehensive Income

Revenue

Rates
Operating grants, subsidies and contributions
Fees and charges
Non-operatlng grants, subsidies and contributions

Net result

Statement of Financial Position

Trade and other payables

Net assets

Statement of Changss In Equity
Net result

Retained surplus

Refer to Note 2(a) for new revenue recognition accounting policies as a result of the application ofAASB 15 and MSB 1058.

(c) AASB 16: Leases

The Shire adopted MSB 16 retrospectively from 1 July 201 9 which resulted In changes In accounting policies, The Shire had no leases
in place which required recognition on application ofMSB 16.

23(a)
2(a)
2(a)
2(a)

14

4,938,388
4,011,546
1,787.386
1,232,923

(51.778)

934,881

178,120,070

(61,778)
50,442,171

156,112
0
0
0

166,112

(156.112)

156,112

166,112
156,112

5,094,600
4,011,546
1,787,386
1,232,923

104.334

778,769

178,276,182

104,334

50,698.283
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SHIRE OF NARROGIN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

28. CHANGE IN ACCOUNTING POLICIES

(a) Changa In Accounting Pollcloa duo to regulation chano»»

EffecllvB 6 NovGmber 2020, Lace) Gavemmenl (Ftnandat Managefnenl) Ragtilalion 18 was doleled and Local Govamment (Financial Monagement)
Regu/altoo 17A was amended \vllh ret(OspBcllve applicallon. TTio changes were effecllve for financtat years ending on or oflcr 30 June 2020 so aro

required lo be applied relrospecUvely wilh cumulalfvo offacl applied Initially on 1 July 2019.

In accordanco vA\h the changes, the Shlfo was requifad lo remove th9 VBlues allribulable to cerlatn crown land assets (Includes golfcoursas, showground, '

racocourses or any other sporiJfiQ or racfeatlonal (acitllles of Stale. of raglonal signiRcance) prevtousl/ roqulred lo be fecognisBd, as well as tha assoclalod

revaluallon surplus al 1 July 2019. No such assets were [denttljed for adjuslmonl os all July 2019. Furthcrassossmenl is required to dolennlno!fUie shire
holds any olher crown land assels which may require redassiHcatlon as a concassionnry logse righl-ol-usa aasals at zero cost In accordance wllh AASB 18.
For (urthor details relating to Iheso changss. rsfor to Nole 1 1.

Also, following changes to l.aca! Government (Finandat Management) Regulation 17A, ptant end equlpmont typo assels (being planl and
equipment and fumtlure and equipment) ore to be moasured under Iho cost model, falher than al fair valuo. This change Is elfeclfvo from

1 Jut^ Z019 and reprosentsnchangs In accounllng policy. Rovafuollons carried out previously or during ihe year were nolrovarsed as H was
deemed fair value appfoxl males cost al (he dale of (he change.

(b) Changes In equity dun to change [n accounting pollclos

The Impact on Ihe Shlfe's opening retained suiplus duo to tha adoption of AASB 15 and MSB 1058 as ati Jul/2019 was as follows;

Note Adjustments 2019

Retained sufplus - so June 2019

Adjuslment to felained surplus from adoplfon of AASB 105B

Relatnad surplus-Uut/2019
27(b) (125,336)

*
60,369.084

(125,096)
50,243,088
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SHIRE OF NARROGIN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

29. TRUST FUNDS

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

1 July 2019 Amounts Received Amounts Paid 30 June 2020

Public Open Space . _73,325 _0_0 _73,325
73.325 0 0 73,325

|52
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SHIRE OF NARROGIN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

30. OTHER SIGNIFICANT ACCOUNTING POLIOES

a) Goods and services tax (G5T)
Revenues,expenses and assets are recognised nel of the amount of GST,
except where the amoimt of GST incurfed is not recoverable (rom (he
Australian Taxailon Olfice (ATO).

Receivables and payables are slated Inclusive of GST receivable or payable.
The net amount of G3T recoverable (rom, or payable to, (he ATO is included
with receivables or payables In Die slalemenl of (inaiidal posilion.

Cash (lows are presented on a gross basis. The GST componenls of cash
(lows arising from invesling or financing acllvities which are recoverable from,
or payable to, the ATO are presented as opefaling cash (lows.

b) Current anti noti.cun'Gnt classification
The asset or liabiljly Is clEissifect as curfent if it is expected to be sellled
williin the nexl 12 montlis, lieint] Ihs Shire's operallonat cycle. In (lie case of
liabitillss wliere llie Shire (IORS not have the uncanclilional rigtil to defer
settlemenl beyond 12 months, such as vested jony service leave, Ide liability
is classified as currenl even if not RXpected (o be sellied wltliin Ihe nexl 1 2
months. Inventories held for (fading are classified as current or non-cuffcnt
based on Die Shire's Inlenilons lo release for sale.

c) RouixJinc] ofrfliinres
All figures sluw/n in this annual financial report, olher than a rale iti (he clollar,
are rounded to Ihe nearest dollar. Amaunls are presented in Atislrallan Dollars.

d) Comparative Hnnres
Where required, cnmparalive figtires have been Eidjtislect to conform witti
dianges in presenlation for the current financial year.

Wlien Ihe Sliire applies an accounting patlcy retrospectively, makes a
retrospective restatement or reclassifies i(ems in ils financial statements that
lias a material effect on (he staleinenl of [mancial [iosilion, an additional
(tliircl) stEilement of financial jiosilion as at the beginning of the preceding
period in addition lo the minimum compafative (Inanclal statements Is
presenleri,

e) Budcjet compiiralivc fttjtn'Qs
Unless ollierwlse staled, (lie budyet comparative Hgiifes sliown in this annual
(inanclcil report relate to the original budget estimate for the relevant item of
disclosure.

f) SupsramiLtation
The Shire contributes to a number of Superannuation Funds on behalf of
employees. All funds to whicti the Slike conlribules are defined conlfjbolion
plans.

q) Fair value of osscts and liabilities
Fair value is the pfice lliat the Shlfe v/ould receiva to sell Ihe asset or would
have to pay lo transfer a liability, in an orderly (f.e. unforcetl) transaction
between independGnt, knowteclgeabls antt willing market participants at the
measurement da(e.

As (air value is a markel-based measure, Ide clososl equivalenl observable
market (iricing informalion is used to (felermine falf vakie. Adjiislinenls to
market values may be made having regard to (tie characteristics of the
specific asset or liability. The (air values of assets thai aie not traded in an
active market are (Jetermined using one or more valnalion techniques. These
uatualion techniqties maximise, lo the extent possible, (he use of okseivable
niarhel dala.

To Die extent possible, maikel informalion is extracted from either tlie
principal maiket for Ide assel or tiabllHy (i.e, Die niEtrkel with (lie grealesl
volume and love) of activity for the asset or liability) or, In the absence uf
such a market, (he most advantageous market available to Die entity at (lie
end of llie repofling period (i.e. the inarkel that maximises Ihe leceipls from
(lie sale of the asset after tahlng Inlo nccounl Iransaclion cosls anc!
Iransporl costs).

For noit-financlal assets, Ihe fair value ineasiifemenl olso lakes into account
a market paFliapanl's abilily lo use Ihe asset in !ls liigliosl and besl uso or
lo sell II to another mgrkel participant thai would use Ihe asset in its higliesl
and best use.

li) Fair value hlemrcliy
AASB 13 reciuires the tlisclosdfe o( fair value Informdlion by level of the fair
value hierarchy, which categorises fair value mcasurenienl into one of Hiree
possible levels based on the lowest level llial an inpul that is signKicanl lo (lie
measurement can be categQrisecl l«to as FoHows:

Level 1
hftecisuremenls based on quoted prices (unadjnsled) In active markets for
identical assets or liabilities (hat the entily can access at tlie measurement
dale.

Level 2
Measurements based on Inpuls other l!i?n quoled prices included in Leuel I
thai are obseivable for the asset or liability, eiliier direclly or indireclly.

Level 3
Measuremenls based on unobservable inpuls for Ihe asset or liabilily.

T!w fair values of assets and liabilities Ihat are not Iradecf fn an active market
are (Jelefmined using one or more valuation lecliniques. These valuation
lechniqLies maximise, (a the extent possil?]e, Itie use af observable markel
data. If all significant Inputs reciulred to measure fair value are obseivable, Ihe
asset or liability is included in Level 2. If one or more siynificanl inputs are not
based on observable market dala. ihe asset or Hahility is incliKlecl in Levei 3.

Valuation teclmknios
The Shire scificts a valuation tedinkiue thai Is approprialR in tlie circumstances
and for which sufficient data is available to measure fair val»a. The availaUlity
of siifflcienl and relevant data primarily ctepencts on (he specific diaracteristics
of (he asset or liabilily being measured. The valuation teclmiques selected by
Ihe Shire are conslslenl will) one or moie of tlie foitov/ing valnallon approaclies:

Mark&t approFicli
ValuEilion techniques that use prices and olher relevant Information
generated by market transactions for identical or siiniisf assets or tiabilities.

Income approach
Valualion techniques that conveit eslimaled future cast) (lows or income
and expenses into a single cfjscounled present value.

Cost approach
VaUialion tedinlques Ihat reflect Hie cnnenl replacement cosl of llie service
capadlyolan asset.

Each valuation lechniciiiG rci)uires inputs (hat retlecl the assumptions ftiat
buyers and sellers would use when prlcinc) [lie asset or figbilily, including
ass u mp lions aboiK risks. When seteclmg a valualton technique, Ihe Sliire
gives priority to (hose techniques that maximise Ihe use ofobseivable inputs
and mirtiinise Itie use of unobservable ifipuls. lii|)Uls tliat are developed using
maiket data (s«ch as publicly available informalton on aclual fransactlons) and
reflecl the asstiinplions that buyers and sellers would generally use when
pricing the asset or liablllly are considered observable, whereas inpuls for
which maritet data is not available and llieretore are devetoped using l!ie ties!
info m la lion avtiilabte aboul sucli assumplions are cansidered unobseivable.

i) Impainnont of assets
In accordance with Australian Accounting Standards Ihe Stnre's casli yenerating
non-specialised assets, otlier than InvenlorJes, are itssessed al e?c)i rcporliny
(late to determine wliether Ihere Is any Indication Itiey may i)e impaired.

Whers such an Indtcalion exists, an impairmenl test is carriec! out on Ihe
asset by comparing the recoveralile amounl of the asset, beiny the higher o(
the asset's fall value less costs to sell and value in use, to (he assets
carrying amount.

Any excess of the asset's cariying amount over its recoverable amount is
recognised Immediately in proFil or los't, unless the assel la carried at a
revaluecl amount In accordance willi anoliier Standard (e.g. AASB 1 )6)
whereby any jmpiiimient loss of a revaluecl assel is troaled as a revaluation
decrease in accofdance witli Dial othef Standard.

For nun-cash f)enetal!ng specialised assels that are measitred uncter (he
revaluation modet ,sitc!i as roacfs, drains, iiublic buildings and Ihe like, no
annual assessment of impairnient Is required. RallierAASB l'!6.31 appliGH
and revaluations need only be niacla with sufficient regtilaloiy lo ensure the
carfying value (loss not ctiffei mnterially Eroni Ihat whicli woukl lie dstRrmlned
using fair value at llie ends of (he leporiing period.
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SHIRE OF NARROGIN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

31. ACTMTIES/PROGRAMS

Shire operations as disclosed in these financial statements encompass the following service orientaled aclivltles/programs.

PROGRAM NAME AND OBJECTIVES
GOVERNANCE
To provide a decision making

process for (he effective allocalion

for scarce resources,

GENERAL PURPOSE FUNDING
To colled revenue to allow for the

provisions of infra slruulure and services

LAW, ORDER, PUBLIC SAFETY

To provide services to help ensure

a safer cominuntly

HEALTH
To provide an operational

framework for envlronmenlat and

coinmunHy health.

EDUCATION AND WELFARE
To provide services to the

(iisadvantayed, the elderly, children

and yaulh.

HOUSING
To provide housing to senior

employees.

COMMUNin AMENITIES
To provided sefvlces required by

Ihe community,

RECREATION AND CULTURE
The provide recreational and

cultural services to the cominunjty.

TRANSPORT
To provide safe, effective and

efficient transport services to the

coininunlly,

ECONOMIC SERVICES
To promole the Shire and ils economic wellbeing.

OTHER PROPERTY AND SERVICES
To monitor and conlrol (tie Town's overheads

operalion accounts and (own planniny scheme.

ACTIVITIES

Includes the activities of members of council and administration support available to the

council for provision of [|overntiiice of (he district. Other costs relate to (he task of assisting

elected members and electors on mailers which do not concern specific Shire services,

Rates, general purpose governmenl grants and interest revenue.

Supervision and enforcement of various local laws, fire prevention, animal control and other

aspects of putilic safely including emergency services,

Inspect Food oulfels and their conlrol, noise control and waste disposal compliance.

Preschool and other educalion, children and youth services, elderly and disadvaniaged,

senior citizens services.

Provision of staff housing.

Rubbish collection services, operation of refuse disposal site, lltler control, construction and

maintenance of urban stonn waler drains, protecllon of (he environment and acfministratlon

of town planning scheme, cemetery and public conveniences.

Maintain public halls, civic centres, aquatic cenlre, recrealtonal centre and various sporting

facilities, Proyistons and maintenance of parks, gardens and playgrounds. Operalions of

Library, museum and other cultural facilities.

Construct and maintenance of roads, streets, footpaths, depots parliing facilities. Purchase

of plant and equipment.

Tourism and area promotion including tlie inainlenance ancl opfiration of a caravan park.

Provision of rural services Includiny weed control, and slandplpes. Bullctinc] Control.

Private works operation, plant repair and operation costs, a[)ministra|!on overheads,

community development overheads and gross salary and wages.
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SHIRE OF NARROGIN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

32. FINANCIAL RATIOS

Current ratio
Asset consumption ratio
Asset renewal funding ratio
Asset sustainability ratio
Debt service cover ratio
Operating surplus ratio
Own source revenue coverage ratio

The above ratios are calculated as follows:

Current ratio

Asset consumption ratio

Asset renewal funding ratio

Asset sustainability ratio

Debt service cover ratio

Operating surplus ratio

Own source revenue coverage ratio

2020
Actual

2.63
0,96
0.65

0.89

7.79
(0.18)
0.56

2019
Actual

4.52,

0.98
0.65
0.77
14.09
(0.19)
0.50

2018
Actual

5.15
0.99
0.69
1,21
9,93

(0.01)
0.54

current assets minus restricted assets
current liabilities minus liabilities associated

with restricted assets

depreciated replacement costs of depreciable assets
current replacement cost of depreciable assets

NPV of planned capital renewal over 10 years
NPV of required capital expenditure over 10 years

capital renewal and replacement expenditure
depreciation

annual operating surplus before interest and depreciation
principal and Interest

operating revenue minus operating expenses
own source operating revenue

own source operating revenue
operating expense
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ATTACHMENT 3

INDEPENDENT AUDITOR'S REPORT

SHIRE OF NARROGIN

REPORT ON THE AUDIT OF THE FINANCIAL REPORT

Qualified Opinion
I have audited the annual financial report of the Shire of Narrogin which comprises the Statement of
Financial Position as at 30 June 2020, and the Statement of Comprehensive Income by Nature or
Type, Statement of Comprehensive Income by Program, Statement of Changes in Equity,
Statement of Cash Flows and Rate Setting Statement for the year then ended, as well as notes
comprising a summary of significant accounting policies and other explanatory information, and the
Statement by the Chief Executive Officer (CEO).

In my opinion, except for the effects of the matter described in the Basis for Qualified Opinion
section of my report, the annual financial report of the Shire of Narrogin:

(i) is based on proper accounts and records; and
(ii) fairly represents, in all material respects, the results of the operations of the Shire for the

year ended 30 June 2020 and its financial position at the end of that period in accordance
with the Local Government Act 1995 (the Act) and, to the extent that they are not
inconsistent with the Act, Australian Accounting Standards.

Basis for Qualified Opinion
The Shire's municipal account bank reconciliations included unreconciled balances throughout the
financial year, including an unreconciled balance of $5,425 at year end 30 June 2020. As of the
date of my report, management has continued to investigate but were not able to satisfactorily
explain this unreconciled balance. The nature of the matter is considered to be qualitatively
material, but not considered to be pervasive throughout the financial statements based on the audit
evidence obtained to date and current information provided by management.

1 conducted my audit in accordance with Australian Auditing Standards. My responsibilities under
those standards are further described in the Auditor's Responsibilities for the Audit of the Financial
Report section of my report. I am independent of the Shire in accordance with the Auditor General
Act 2006 and the relevant ethical requirements of the Accounting Professional and Ethical
Standards Board's APES 110 Code of Ethics for Professional Accountants {^\e Code} that are
relevant to my audit of the annual financial report. I have also fulfilled my other ethical
responsibilities in accordance with the Code. I believe that the audit evidence I have obtained is
sufficient and appropriate to provide a basis for my opinion.

Emphasis of Matter - Basis of Accounting
I draw attention to Note 1 and 11 to the annual financial report, which describe the basis of
accounting. The annual financial report has been prepared for the purpose of fulfilling the Shire's
annual financial reporting responsibilities under the Act, including the Local Government (Financial
IVIanagement) Regulations 1996 (Regulations). My opinion is not modified in respect of these
matters:

(i) Regulation 17A requires a local government to measure vested improvements at fair value
and the associated vested land at zero cost. This is a departure from AASB 16 Leases
which would have required the entity to measure the vested improvements also at zero
cost.

(ii) In respect of the comparatives for the previous year ended 30 June 2019, Regulation 16 did
not allow a local government to recognise some categories of land, including land under
roads, as assets in the annual financial report.

Shire of Narrogin Minutes Audit Committee Meeting 14/7/21 Page | 67



Responsibilities of the Chief Executive Officer and Council for the Financial Report
The CEO of the Shire is responsible for the preparation and fair presentation of the annual financial
report in accordance with the requirements of the Act, the Regulations and, to the extent that they
are not inconsistent with the Act, Australian Accounting Standards. The CEO is also responsible for
such internal control as the CEO determines is necessary to enable the preparation of the annual
financial report that is free from material misstatement, whether due to fraud or error. In preparing
the annual financial report, the CEO is responsible for assessing the Shire's ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the State Government has made decisions affecting the
continued existence of the Shire.

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

Auditor's Responsibility for the Audit of the Financial Report
The objectives of my audit are to obtain reasonable assurance about whether the annual 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 annual 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 annual financial report is located on
the Auditing and Assurance Standards Board website at
https://www.auasb.aov.au/auditors responsibilities/ar4.pdf. This description forms part of my
auditor's report.

Report on Other Legal and Regulatory Requirements

In accordance with the Local Government (Audit) Regulations 1996 I report that:
(i) In my opinion, the following material matter indicates a significant adverse trend in the

financial position of the Shire:
a. The Operating Surplus Ratio as reported in Note 32 of the annual financial report is

below the Department of Local Government, Sport and Cultural Industries' standard
for the part three financial years.

(ii) Except for the matter described in the Basis for Qualified Opinion section of my report, all
required information and explanations were obtained by me.

(iii) Except for the matter described in the Basis for Qualified Opinion section of my report, all
audit procedures were satisfactorily completed.

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

a. The Shire's municipal account bank reconciliations included unreconciled balances
throughout the financial year ended 30 June 2020. As of the date of my report,
management has continued to investigate but were not able to satisfactorily explain
the unreconciled balances.

b. The Shire was non-compliant with the Superannuation Guarantee (Administration)
Act 1992, as its employee superannuation expense for June 2020 due to be paid by
30 Sept 2020 was only paid in January 2021,

(v) In my opinion, the Asset Consumption Ratio and the Asset Renewal Funding Ratio included
in the annual financial report were supported by verifiable information and reasonable
assumptions.
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Matters Relating to the Electronic Publication of the Audited Financial Report
This auditor's report relates to the annual financial report of the Shire for the year ended 30 June
2020 included on the Shire's website. The Shire's management is responsible for the integrity of the
Shire's website. This audit does not provide assurance on the integrity of the Shire's website. The
auditor's report refers only to the annual financial report described above. It does not provide an
opinion on any other information which may have been hyperlinked to/from this annual financial
report. If users of the annual financial report are concerned with the inherent risks arising from
publication on a website, they are advised to refer to the hard copy of the audited annual financial
report to confirm the information contained in this website version of the annual financial report.

CAROLINE SPENCER
AUDITOR GENERAL
Auditor General for Western Australia
Perth, Western Australia
14 June 2021
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