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CITY OF COCKBURN
MINUTES OF SPECIAL AUDIT AND STRATEGIC FINANCE
COMMITTEE MEETING THURSDAY, 26 NOVEMBER 2020

PRESENT:

ELECTED MEMBERS

Mr K Allen - Councillor (Presiding Member)
Mr L Howlett - Mayor

Mr M Separovich - Councillor

Ms P Corke - Councillor

IN ATTENDANCE

Mr D Arndt - Acting Chief Executive Officer

Mr D Green - Director Governance and Community Services

Mr S Downing - Director Finance and Corporate Services

Mrs G Bowman - Executive Manager, Strategy and Civic Support

Mr A Lees - Acting Director, Engineering and Works

Ms R Pleasant - Acting Director, Planning and Development

Mr N Mauricio - Manager Financial Services

Ms S Ng - Accounting Services Manager

Mrs B Pinto - Governance Officer (Moderator)

Mrs S D'Agnone - Minutes Officer

GUESTS

Mr S Hoar - Director, Financial Audit, Office of the Auditor
General for Western Australia

Mr M Beevers - Partner, KPMG Australia

1. DECLARATION OF MEETING

The Presiding Member declared the meeting open at 5.48pm.
“‘Kaya, Wanju Wadjuk Budjar” which means “Hello, Welcome to Wadjuk Land”

The Presiding Member acknowledged the Nyungar People who are the
traditional custodians of the land on which the meeting is being held and pay
respect to the Elders of the Nyungar Nation, both past and present and extend
that respect to Indigenous Australians who are with us tonight.

This meeting will be electronically recorded and live streamed on the City's
website, except where the Committee resolves to go behind closed doors.

All recordings are retained in accordance with the General Disposal Authority
for Local Government Records produced by the State Records Office.
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A copy of the recorded proceedings will be available on the City's website,
within two business days of the Council Meeting. This will be easy to find from
the front page of the City's website.

Images of the public gallery are not included in the webcast, however the
voices of people will be captured and streamed.

The Presiding Member reminded everyone present to be mindful of their
conduct as it will be recorded. This is a Council initiative aimed at increasing
the City's transparency and openness, as well as making Council meetings
more accessible.

The Presiding Member welcomed Mr Steven Hoar from the Office of the
Auditor General, and Mr Matthew Beevers from KPMG, to the meeting.

2. APPOINTMENT OF PRESIDING MEMBER
N/A

3. DISCLAIMER (READ ALOUD BY PRESIDING MEMBER)

Members of the public, who attend Council Meetings, should not act
immediately on anything they hear at the Meetings, without first seeking
clarification of Council's position. Persons are advised to wait for written
advice from the Council prior to taking action on any matter that they may
have before Council.

4, ACKNOWLEDGEMENT OF RECEIPT OF WRITTEN
DECLARATIONS OF FINANCIAL INTERESTS AND CONFLICT
OF INTEREST (BY PRESIDING MEMBER)

Nil

5. APOLOGIES AND LEAVE OF ABSENCE

Cr C Terblanche - Leave of Absence
Mr T Widenbar - Councillor
Ms C Stone - Councillor

6. PUBLIC QUESTION TIME
Nil
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7. DEPUTATIONS
Nil

8. DECLARATION BY MEMBERS WHO HAVE NOT GIVEN DUE
CONSIDERATION TO MATTERS CONTAINED IN THE
BUSINESS PAPER PRESENTED BEFORE THE MEETING

Nil

9. PURPOSE OF MEETING

The purpose of the meeting is to consider the Annual Financial Report and
Audit Results for City of Cockburn Year Ending 30 June 2020.
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10. FINANCE AND CORPORATE SERVICES DIVISION ISSUES

10.1  (2020/MINUTE NO 0022) ANNUAL FINANCIAL REPORT AND
AUDIT RESULTS FOR CITY OF COCKBURN YEAR ENDING 30
JUNE 2020

Author N Mauricio
Attachments 1. Annual Financial Report FY 2020 4
2. Audit Plan FY 2020 §
3. Interim Audit Results FY 2020 (CONFIDENTIAL)
4. Audit Management Letter FY 2020
(CONFIDENTIAL)
5. Audit Report FY 2020 I
6. Draft Audit Opinion FY 2020 &

RECOMMENDATION
That Council:

(1) adopt the Annual Financial Report for the year ended 30 June
2020;

(2) receive the Audit Plan used for auditing the year ending 30 June
2020;

(3) receive the Interim Audit Results for the year ended 30 June 2020;

(4) receive the Audit Management Letter for the year ended 30 June
2020;

(5) receive the Audit Report for the year ended 30 June 2020; and

(6) receive the draft Audit Opinion issued by the Office of the Auditor
General,

as attached to the Agenda.

Mr Hoar and Mr Beevers provided a summary and answered questions
from Committee Members.

COMMITTEE RECOMMENDATION
MOVED Cr P Corke SECONDED Mayor L Howlett

That the recommendation be adopted.
CARRIED UNANIMOUSLY 4/0

The Presiding Member thanked Officers for their tremendous efforts in
compiling the City’s Annual Financial Report.
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Background

Section 5.54 of the Local Government Act 1995 requires Council to
accept the Annual Report for a financial year no later than 31
December after that financial year. Section 5.53 requires that the
Annual Report contains the Financial Report (prepared under Section
6.4) and the Auditor’s Report (prepared under Section 7.9) for that
financial year.

Regulation 9 (2) of the Local Government (Audit) Regulations 1996
states that the principal objective of the external audit is for the auditor
to carry out such work as is necessary to form an opinion as to whether:
the accounts are properly kept; and that the Annual Financial Report:

e is prepared in accordance with financial records; and

e represents fairly the results of the operations of the Local
Government at 30 June in accordance with Australian Accounting
Standards and the Local Government Act 1995.

Section 7.12A of the Local Government Act 1995 requires Local
Governments to meet with the auditor at least once in every year and
to:

e examine an Audit Report received by the Local Government;

e determine if any matters raised by the audit report require action to
be taken by the Local Government;

e ensure that appropriate action is taken in respect of those matters.

As set out in its Terms of Reference, the Audit and Strategic Finance
Committee (ASFC) is required to review the City’s Annual Financial
Report and associated Audit Report and recommend its adoption to
Council. The auditor is attending this meeting to present their audit
report and discuss any issues they have raised.

Amendments to the Local Government Act 1995 in August 2017
transferred responsibility for oversight of Local Government audits to
the Office of the Auditor General (OAG). The OAG has since tendered
out the performance of the City’s audit, with KPMG having been
awarded the audit contract for three financial years (commenced with
the 2019 audit last year).

The attached External Audit Plan for 2020 outlines the purpose and
scope of the External Audit and explains the audit methodology and
approach taken in completing the 2020 audit. The Audit Plan was
prepared by KPMG in consultation with the City and approved by the
OAG.

Submission
N/A
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Report
2020 Annual Financial Report

The Annual Financial Report being presented to the AFSC contains a
detailed set of financial statements prepared in accordance with
Australian Accounting Standards, including all accounting and
supporting notes. These are discussed and analysed below.

Statement of Comprehensive Income

1. Operating Result (before Non-Operating Activities)

The City’s operating result for 2020 came in at a deficit of $3.56
million, down $4.65 million on the $1.09 million surplus from the
previous year and the budgeted $5.78 million due to a number of
one-off events explained further below. Although the City’s
operating revenue for the 2020 year didn’t cover all the operating
costs (inclusive of depreciation and amortisation on assets) as it
has in past years, this result is expected to rebound to surplus next
year.

Operating revenue of $151.81 million was down $3.18 million
(2.0%) on last year. The main contributors to this result were:

e Fees and Charges down $3.16 million (-10.3%), including
Cockburn ARC down $3.09 million and Community
Development fees down $0.43 million. These results were a
direct result of the COVID pandemic related shutdown to the
City’s services in the latter part of the year. Forfeited
development related defect and performance bonds clawed
back $1.10 million.

e Interest earnings were also down $1.26 million on last year due
to a significant decline in prevailing interest rates.

e Operating grants, subsidies and contributions were down a net
$0.79 million with the only material contributor being less
funding received for the Roe 8 Rehabilitation project in line with
delivered works.

e Rates revenue was up $2.04 million (+2.0%) year on year,
which included the annual increase of 1.9% yielding $2.0 million
and growth related revenue of 2.0% yielding $2.10 million, less
an Australian Accounting Standard treatment change for rates
received in advance of $2.04 million.

Operating expenditure for the year of $155.37 million was up by
$1.48 million (+1.0%) on last year. The main contributors to this
result were:

e Employee costs, the City’s biggest operational expense item,
were up $3.43 million (+6.0%) to $60.21 million. This included
the annual enterprise agreement increase of 2.0%, with the
remaining increase comprising growth in the City’s workforce for
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service delivery and the insourcing of previously contracted
services.

e Spending on materials and contracts was down $2.25 million (-
5.6%) to $37.95 million, primarily due to changes in the
household waste management model and to a lesser extent,
the COVID pandemic. Waste Collection Services had a $4.27
million saving year on year due to the withdrawal from the
SMRC and eliminating the associated gate fees. Contract
spending on Parks and Environmental Services of $10.24
million was up $1.30 million year on year, mainly due to growth
in the asset base being maintained. Other items of note were
the GRYV triennial revaluation increasing annual valuation costs
by $0.57 million and legal expenses $0.36 million higher than
the previous year.

e Insurance expenses of $1.53 million came in $0.21m (-12.0%)
lower than last year due to a higher rebates from the LGIS self-
insurance scheme.

e Interest expenses of $0.85 million were $0.21 million (-20.1%)
lower than last year, representing declining interest charges on
the Cockburn ARC and SMRC related loans guaranteed by the
City.

e Depreciation & Amortisation expenses (non-cash) of $40.77
million were down a net $0.28 million (0.7%) on last year.
Depreciation on fixed assets of $36.05 million was higher by
$3.91 million (+12.1%) on last year, mainly from increased
depreciation on road infrastructure. There was also an uplift of
$0.53 million from leased assets under new accounting
standard requirements. Offsetting these increases was reduced
amortisation on landfill rehabilitation assets of $3.63 million,
down $4.19 million on last year as a result of the completion of
capping on Cell 6.

2. Net Result

Including non-operating activities, the City’s net result (before asset
revaluations) was down $8.36 million (29.5%) on the previous year
to a surplus of $23.26 million.

Non-operating grants, subsidies and contributions of $25.60 million
were down $3.14 million (-10.1%) year on year, mainly from lower
developer contributions of $7.19 million (-$2.68 million). This was
mainly due to accounting standard changes for the treatment of
developer contribution scheme revenue. Capital grants of $5.08
million were down $6.21 million on last year (also impacted by the
accounting standard changes), while gifted infrastructure assets
from developments were up $4.79 million to $14.23million.

Profit from the sale of assets was down $1.27 million on last year,
mainly due to lower profits realised from the sale of land.

Document Set ID: 10011814
Version: 4, Version Date: 24/04/2022

9 of 121




SASFC 26/11/2020 Item 10.1

Statement of Financial Position

The City’s net assets and total equity increased year on year by $35.0
million to $1,319.9 million. This reflected an increase in total assets of
$45.0 million, comprising current assets (+$10.4 million) and non-
current assets (+$34.6 million). Total liabilities also increased a net
$10.0 million, comprising current liabilities (-$1.4 million) and non-
current liabilities (+$11.4 million).

1. Assets

The Current Assets year on year increase of $10.4 million to $186.7
million reflected a greater holding of term deposits (up by $12.0
million), offset by a slight fall in cash assets held (down $2.5
million). This broadly represents an increase of funds held in
financial reserves.

The increase in non-current assets of $34.6 million to $1,228.3
million was mostly from an increase of $41.5 million in infrastructure
assets to $871.1 million. This was mainly driven by a net
revaluation adjustment of $29.9 million arising from an annual
management review of valuations. Also included this year were
constructed assets of $22.3 million and gifted subdivision assets of
$14.2 million, reduced by annual depreciation expense of $25.0
million.

Roads comprised over half the value of the City’s infrastructure
assets at $453.4 million and were subjected to an internal review of
valuation methodology and assumptions during the year. An expert
consultant was engaged to assist with this important piece of work,
given the implications for the City’s financial reporting and asset
management planning. The review made refinements to both unit
rates and useful life assumptions used in the valuation model,
resulting in a net $19.7 million (+4.6%) revaluation increment for
roads. Whilst the value of road infrastructure assets has increased,
annual depreciation charges will be lower by around 10% next year
due to extended useful life assumptions. This outcome is informed
by both industrywide practice and inherent knowledge of local
assets and conditions. Infrastructure revaluations will now be
completed biennially (rather than annually), which is a more
appropriate timeframe for this exercise.

Drainage infrastructure assets were also annually revalued during
the year to a total of $241.8 million, with a net $25.4 million
(+11.8%) revaluation increment arising from revised unit rates.
Parks equipment and infrastructure assets were revalued for the
first time in three years, resulting in a net $14.2 million (-20%)
revaluation decrement to $53.7 million.

Property, Plant and Equipment (PPE) assets of $333.3 million were
little changed on last year’s total of $335.8 million and included
$11.1 million of capital spend, less $1.4 million in asset disposals
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(mainly plant and equipment) and $11.6 million of booked
depreciation for the year (up 3.8%). Land & building assets
comprised the majority of the value (at $83.0 and $231.5 million
respectively), with these to be revalued in 2021 having last been
revalued in 2017.

Retrospective amendments made to the Local Government
Financial Management Regulations now require plant, furniture and
equipment assets to be carried at cost (instead of fair value),
removing the need for these to be annually assessed for fair value
and revalued if necessary. In practice, the City has previously
assessed cost to approximate fair value for these types of assets,
so the regulation change has had little impact on the City’s
accounts. These assets collectively make up $18.9 million (5.6%) of
the PPE asset total.

Liabilities

Current liabilities decreased year on year by $1.4 million to $28.5
million. Trade and other payables increased by $2.6 million, largely
due to the recognition of a liability for prepaid rates of $2.0 million
resulting from the application of the new accounting standard
Income of Not-for-Profit Entities (AASB 1058). Also included for the
first time due to the adoption of new accounting standards were
contract liabilities of $0.7 million relating to unspent contributions,
grants and subsidies (AASB 15 Revenue from Contracts with
Customers), as well as $0.4 million for lease related liabilities
(AASB 16 Leases). This effectively changes the current off-balance
sheet operating expense treatment for leases to an on-balance
sheet asset and finance liability treatment, which is then
depreciated and repaid over the term of the lease. The City does
not have significant leases in place and is now transitioning away
from a leasing strategy. Employee related provisions increased by
$0.8 million (+11%) to $7.9 million, impacted by the pandemic and
growth in staff costs. Other provisions reduced by $4.4 million to
$0.8 million due to the substantial completion of capping Cell 6 at
the Henderson landfill site. Current liabilities for Borrowings were
also lower by $1.5 million (to $3.2 million). This was due to the
smaller balance in loans outstanding for the SMRC.

Non-current liabilities increased overall by $11.4 million on last
year. The new revenue accounting standard AASB 1058 (Income of
Not for Profit Entities) has required the City to recognise a $15.5
million liability for unspent developer contributions collected under
the City’s Town Planning Scheme. These monies are already held
within the City’s financial reserves, so the liability recognition does
not erode the City’s financial position in any way. The new
accounting standard for Leases (AASB 16) also resulted in the
recognition of a non-current liability of $0.3 million. Non-current
borrowings were down by $3.0 million to $16.2 million, (reflecting no
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new lending and repayment of existing debt), while other payables
for bonds and deposits were down $1.5 million year on year.
Employee related and other provisions (for remediation of landfill
site) were little changed on last year at $2.1 million and $31.6
million respectively.

Changes in Equity

Cash backed reserves held by the City increased by a net $7.2 million
to $149.8 million during the reporting year. A total of $48.4 million was
transferred into reserves during the year, which included $1.5 million
from interest earnings (down from $2.5 million the previous year).
Drawdowns from reserves were $41.2 million.

The Asset Revaluation Surplus increased by a net $29.4 million to
$608.3 million as a result of the annual management valuation of roads,
drainage and footpath assets. This was post a misstatement adjustment
made to last year’s opening balance of $34.2 million comprising
undervalued roads base and sub-base assets (see note 33 for the
details).

Roads increased by $19.7 million and drainage by $25.4 million, with
footpaths decreasing by $1.0 million and parks infrastructure by $14.2
million. The external review of the City’s valuation methodology
mentioned earlier informed the City’s revaluations undertaken at 30
June 2020.

The City’s accumulated surplus decreased by $1.6 million to $561.8
million. This reduction included a change in accounting policy
adjustment at 1 July 2019 of $17. 7 million, representing the recognition
of a liability for developer contribution scheme contributions not yet
expended. The other items impacting the surplus were the $23.3 million
net surplus result and $7.2 million in net transfers to financial reserves.

Statement of Cash Flows

The City’s net cash inflows from operating activities of $35.2 million
were $3.2 million less than last year, mainly due to the timing of
payments to creditors. This result indicates the City’s strong capacity to
meet its cash commitments as they arise.

Net cash outflows for investing activities of $31.3 million were down
$2.2 million for the year, comprising:

e Cash inflows from the sale of assets of $2.7 million were down $5.9
million on last year, due to lower land sales.

e Cash outflows of $33.5 million for combined spending on
infrastructure, property, plant and equipment were down $9.3
million on last year.

e Cash inflows from capital grants and developer contributions were
also down by $7.9 million to $11.4 million.
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e Net cash outflows of $12.0 million from the investing of funds in
term deposits were $7.5 million less than last year, but still
represent an increase in the financial assets held year on year.

Net cash outflows from financing activities of $6.3 million included the
repayment of $3.9 million in borrowings for the Cockburn ARC and
SMRC (relatively unchanged on last year). There was also a financing
outflow for the principal portion of lease liabilities, as determined by the
new accounting standard for leases. Finally, there was a net cash
outflow of $1.9 million from bonds and deposits held mainly for
development related purposes.

Cash and cash equivalents decreased during the reporting year by $2.5
million to $5.1 million. This represents the amount of short term cash
deposits held at 30 June 2020, although it should be noted that the
City’s term deposits totalling $169.4 million are not considered cash
equivalents under Australian Accounting Standards.

Rate Setting Statement

This statement shows the most complete view of the City’s financial
performance for 2020 and sets out the municipal budget surplus.

The City’s closing funds at 30 June 2020 were $12.2 million, up $4.9
million against the previous year. This result included $9.9 million of
municipal funding for uncompleted capital projects carried forward into
2020/21. The remaining $2.3 million was the true uncommitted surplus
for the year and compares to the $2.0 million estimate taken up in the
2020/21 adopted budget.

The total amount raised from general rates was up $2.0 million (1.9%)
to $105.6 million. This mirrors the adopted rate increase by Council of
1.9%, with the amount attributable to growth from development across
the City offset by the change in accounting treatment for rates received
in advance. This result differed from the adopted budget by $2.0 million
as a result of the accounting change; otherwise the budget target was
achieved.

A unique aspect of the rate setting statement is the inclusion of capital
works and projects. Assets totalling $47.7 million were taken up by the
City during the year, down $4.5 million on last year. Included in this
result were gifted development assets totalling $14.2 million ($10.5
million for roads related infrastructure; $3.7 million for gifted parks
assets). This compared to the adopted budget of $43.4 million,
although this didn’t include provision for the City’s carried forward
capital projects or for gifted development assets (a hon-cash item).
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Financial Ratios

The WA Local Government (Financial Management) Regulations 1996
prescribe seven financial ratios that are to be included in the Annual
Financial Report. These ratios are also used by the Department of
Local Government, Sport and Cultural Industries (DLGSC) as a
measurement of a Local Government’s overall financial health. They
form the basis of calculations used for the Financial Health Indicator
(FHI) displayed on the MyCouncil website.

RATIO 2020 2019 2018 Bench- High
mark
Current Ratio 1.13 0.97 1.33 1.00 1.50
Asset Sustainability Ratio 0.71 0.46 0.74 0.90 1.20
Debt Service Ratio 8.25 8.72 5.53 2.00 5.00
Operating Surplus Ratio -0.02 0.01 -0.05 0.01 0.15
Own Source Revenue Ratio 0.89 0.94 0.96 0.40 0.90
Asset Consumption Ratio 0.71 0.71 0.70 0.50 0.75
Asset Renewal Funding Ratio 0.75 0.75 0.71 0.75 1.10
Financial Health Indicator 62 73 78 70 100

Two of the City’s ratios failed to reach the DLGSC benchmark, being
the Asset Sustainability Ratio and the Operating Surplus Ratio. The
Operating Surplus Ratio was adversely impacted by the revenue loss
from the pandemic related lockdown and associated flow on effects.
Unfortunately, the negative result for this ratio has had a detrimental
effect on the City’s FHI, reducing it to 62 from 73 last year. A
benchmark score of at least 70 is an indication of sound overall
financial health (as defined by the DLGSC), but this is only one factor to
consider in assessing overall performance.

The City’s modelling shows that a positive ratio would have been
achieved otherwise for the Operating Surplus Ratio in the absence of
the pandemic impacts, resulting in an FHI score of 77.

The Asset Sustainability Ratio saw an improvement on last year to
0.71, but still sits below the benchmark of 0.90. As previously
explained to Council, the City is confident that its financial planning
strategies are appropriate for the current high growth phase the City is
experiencing. This particular ratio assesses the City’s spend on asset
renewal as a percentage of the depreciation expense on its asset base.
Half of the City’s depreciation is generated from its roads and road
related assets, for which the City has well developed asset
management plans that determine the optimal timing for renewal
spending. Cockburn’s road network is overall in relatively good
condition, with a significant proportion of the roads having been
contributed in recent years through subdivision developments. Although
these assets generate annual depreciation on a straight line basis, the
associated renewal spend will not be required until sometime later.
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Further, the City is currently focusing much of its roads capital spend on
several new major roads to address growing pains and traffic issues.
This is a typical scenario for an outer growth Council (as opposed to a
developed inner metropolitan Council) and the Asset Sustainability
Ratio fails to distinguish between the two. This ratio is expected to
gradually improve in coming years as the City delivers renewal projects
contained within the Community Sport and Recreation Facilities Plan.

The OAG has identified the below benchmark results for these two
ratios as significant adverse trends in their audit report. This is purely
based on the ratio scores and does not indicate any other assessment
of financial underperformance.

It is worth noting that the other five ratios either met or exceeded the
DLGSC benchmarks, with the Debt Service Ratio well exceeding the
high benchmark setting and the Own Source Revenue Ratio just shy of
the high benchmark.

Interim Audit Results

The City’s auditors, KPMG completed interim audit work in accordance
with the agreed audit plan for 2019/20. The focus of the interim audit
was to evaluate the City’s overall control environment and to obtain an
understanding of the key business processes, risks and internal
controls relevant to the audit of the annual financial report. The interim
audit identified two matters of potential risk to the City that required
management review and comment (refer confidential attachment).

The interim audit was quite comprehensive and covered all key
financial activities and business processes. That it only highlighted two
issues worthy for management’s attention serves as testament the
City’s control environment continues to operate effectively.

Audit Report and Management Letter (KPMG)

The 2020 Annual Financial Report was audited by KPMG under
contract from the Office of Auditor General (OAG). The Local
Government Act 1995 requires the City to meet with the auditor at least
once in every year and representatives from the OAG and KPMG will
attend the meeting to present their audit report and the audit findings.
Also attached to the agenda is the audit management letter, showing
any findings made during the conduct of the audit, the implications and
recommendations. This has also been made a confidential attachment
given some sensitive IT security information is contained within.

Draft Audit Opinion (Office of the Auditor General)

The OAG have issued an unqualified and unmodified audit opinion (in
draft form) with two “emphasis of matter” findings relating to departures
from the Australian Accounting Standards (AAS) due to requirements
under the Local Government (Financial Management) Regulations. This
specifically related to the measurement of vested improvements at fair
value (instead of at zero cost under AAS) and comparative figures for
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land under roads as at 30 June 2019. The audit opinion did report a
significant adverse trend in the financial position of the City relating to
the asset sustainability ratio, having been below the DLGSC standard
benchmark for the last three financial years. This issue was addressed
under the ratios discussion.

The audit opinion will be signed off and issued by the OAG after the
meeting and following receipt of sign off by the CEO. The draft audit
opinion is attached to the agenda.

Strategic Plans/Policy Implications
Listening and Leading

A community focused, sustainable, accountable and progressive
organisation.

* Ensure good governance through transparent and accountable,
planning, processes, reporting, policy and decision making.

* Deliver value for money through sustainable financial management,
planning and asset management.

Budget/Financial Implications

The cost of the quoted external audit is sufficiently covered within the
City’s annual budget.
Legal Implications

e Local Government Act 1995 Sections 5.53, 5.54, 6.4, and Part 7 -
Audit

e Local Government (Audit) Regulations 1996 Regulations 9, 9A and
10

e Local Government (Financial Management) Regulations 1996 Part
4 - Financial Reports

Community Consultation

N/A

Risk Management Implications

It is a requirement under the Local Government Act 1995 for Council to
accept the City’s Annual Report (including the Financial Report and
Auditor’s Report) by no later than 31 December each year. Failure to do
so will lead to statutory non-compliance.

Advice to Proponent(s)/Submitters

N/A

Implications of Section 3.18(3) Local Government Act 1995
Nil
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COMMUNITY VISION

Cockburn the best place to be.

Principal place of business: Spearwood, WA
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CITY OF COCKBURN
FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

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

STATEMENT BY CHIEF EXECUTIVE OFFICER

I'he attached financial report of the City of Cockburn for the financial year ended

30 June 2020 is based on proper accounts and records to present fairly the financial position

of the City of Cockburn 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 day of 2020

Chief Executive Officer

Name of Chief Executive Officer
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CITY OF COCKBURN

STATEMENT OF COMPREHENSIVE INCOME
BY NATURE ORTYPE

FOR THE YEAR ENDED 30 JUNE 2020

2020 2020 2019*
Revised Restated
NOTE Actual Budget Actual
$ $ $
Revenue and Income
Rates 28(a) 106,223,439 106,417,468 104,183,000
Operating grants, subsidies and contributions 2(a) 13,724,805 14,846,995 14,519,948
Fees and charges 2 27,357,438 30,262,645 30,518,189
Interest earnings 2(a) 4,500,685 4,787,673 5,760,699
151,806,367 156,314,781 154,981,836
Expenses
Employee costs (60,211,849) (60,205,105) (56,782,611)
Materials and contracts (37,952,938) (40,696,879) (40,200,101)
Utility charges (5,483,944) (5,715,671) (5,480,584)
Depreciation on non-current assets 11(b) (40,772,796) (37,260,333) (41,050,466)
Interest expenses 2(b) (721,414) (810,225) (901,383)
Insurance expenses (1,533,725) (1,470,280) (1,745,071)
Other expenditure (8,694 216) (9,680,441) (7,731,006)
(155,370,882)  (155,838,934) (153,891,222)
Non-operating grants, subsidies and contributions 2(a) 25,604,896 14,438,511 28,747 222
Profit on asset disposals 11(a) 1,523,132 6,782,176 2,789,916
(Loss) on asset disposals 11(a) (259,197) 0 (973,437)
Fair value adjustments to financial assets at fair value
through profit or loss 2,305 0 847 183
Adjusted share former associates loan liabilities 18(b) 630,030 0 0
Impairment of Investment in Associate 26(a) (675,004) 0 (881,985)
26,826,162 21,220,687 30,528,899
Net result for the period 23,261,647 21,696,534 31,619,513
Other comprehensive income
Items that will not be reclassified subsequently to profit or loss
Changes in asset revaluation surplus 14 29,394,970 0 55,545,045
Total other comprehensive income for the period 29,394,970 0 55,545,045
Total comprehensive income for the period 52,656,617 21,696,534 87,164,558
This statement is to be read in conjunction with the accompanying notes.
* Restated - refer note 33
19 of 121

Document Set ID: 10011814
Version: 4, Version Date: 24/04/2022




Item 10.1 Attachment 1

SASFC 26/11/2020

CITY OF COCKBURN

STATEMENT OF COMPREHENSIVE INCOME
BY PROGRAM

FOR THE YEAR ENDED 30 JUNE 2020

Revenue and Income
Governance

General purpose funding
Law, order, public safety
Health

Education and welfare
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
Community amenities
Recreation and culture
Transport

Economic services
Other property and services

Finance Costs
Governance

General purpose funding
Law, order, public safety
Education and welfare
Community amenities
Recreation and culture
Other property and 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

Adjusted share former associates loan liabilities

Impairment of Investment in Associate

Net result for the period

Other comprehensive income

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

Total other comprehensive income for the period

Total comprehensive income for the period

2020 2020 2019
Revised Restated
NOTE Actual Budget Actual
$ $ $
456,336 242 460 627,064
116,529,403 116,822 139 114,307,338
999 207 738,237 1,221,361
328179 347,500 367,956
8,166,946 9,113,893 8,349 716
10,417 466 10,614,027 11,279,915
9,400,979 12,687,638 12,655,477
277,307 314,120 445918
1,763,225 1,887,601 1,869,446
3,467,319 3,547,166 3,857,645
151,806,367 156,314 781 154,981,836
(13,170,743) (13,270,620) (10,379,977)
(1,095,173) (1,252,363) (850,481)
(7,000,600) (7,094 497) (6,790,448)
(2,442, 713) (2,608,235) (2,364,483)
(15,182,975) (16,913,401} (15,472 ,229)
(33,409,514) (31,419,591) (39,137,863)
(43,730,616) (44,306,518) (43,170,992)
(31,362,870) (31,825971) (27,889,089)
(2,694,409) (2,758,696) (2,581,274)
(4,559,854) (3,578,817) (4,353,003)
(154,649 468) (155,028,709) (152,989,840)
2(b)
(8,542) 0 0
(617,805) (617,625) (782,613)
(47) 0 0
(555) 0 0
(89,339) (192,600) (118,770)
(1,263) 0 0
(3,863) 0 0
(721,414) (810,225) (901,383)
2(a) 25,604 896 14,438 511 28,747,222
11(a) 1,523,132 6,782 176 2,789 916
11(a) (259,197) 0 (973,437)
2,305 0 847,183
18(b) 630,030 0 0
26(a) (675,004) 0 (881,985)
26,826,162 21,220,687 30,528,899
23,261,647 21,696,534 31,619,513
14 29,394,970 0 55545045
29,394,970 0 55,545,045
52,656,617 21,696,534 87,164,558

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

* Restated - refer note 33
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CITY OF COCKBURN

STATEMENT OF FINANCIAL POSITION

AS AT 30 JUNE 2020

2019*
NOTE 2020 Restated
$ $
CURRENT ASSETS
Cash and cash equivalents 3 5,133,910 7,586,674
Trade and other receivables 6 7,640,553 7,652,203
Other financial assets 5(a) 169,400,000 157,400,000
Inventories 7 31,107 33,335
Other assets 8 4,500,651 3,668,752
TOTAL CURRENT ASSETS 186,706,221 176,340,964
NON-CURRENT ASSETS
Trade and other receivables 6 1,361,772 1,018,156
Other financial assets 5(b) 1,093,670 1,141,031
Investment in associate 26(a) 0 675,004
Property, plant and equipment 9 333,321,662 335,763,145
Infrastructure 10 871,151,088 829,657,204
Intangible assets 13 20,636,687 25,370,319
Right of use assets 12(a) 708,987 0
TOTAL NON-CURRENT ASSETS 1,228,273,866 1,193,624,859
TOTAL ASSETS 1,414,980,087 1,369,965,823
CURRENT LIABILITIES
Trade and other payables 15(a) 15,351,658 12,778,468
Contract liabilities 16 713,380 0
Lease liabilities 17(a) 421,881 0
Borrowings 18(a) 3,226,983 4 770,060
Employee related provisions 19 7,953,702 7,128,070
Other provisions 20 800,000 5,171,553
TOTAL CURRENT LIABILITIES 28,467,604 29,848,151
NON-CURRENT LIABILITIES
Contract liabilities 16 15,527,154 0
Lease liabilities 17(a) 344 141 0
Other payables 15(b) 884 565 2,441 341
Borrowings 18(a) 16,171,527 19,163,523
Employee related provisions 19 2,093,180 1,931,719
Other provisions 20 31,583,854 31,644 203
TOTAL NON-CURRENT LIABILITIES 66,604 421 55,180,786
TOTAL LIABILITIES 95,072,025 85,028,937
NET ASSETS 1,319,908,062 1,284,936,886
EQUITY
Retained surplus 561,835,270 563,455,916
Reserves - cash/financial asset backed 4 149,783,094 142,586,242
Revaluation surplus 14 608,289,698 578,894 728

TOTAL EQUITY

1.319,908.062

1.284,936,886

This statement is to be read in conjunction with the accompanying notes.
* Restated - refer note 33
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CITY OF COCKBURN
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2020

RESERVES
CASH/FINANCIAL
RETAINED ASSET REVALUATION TOTAL
NOTE SURPLUS BACKED SURPLUS EQUITY
$ $ $ $

Balance as at 1 July 2018 555,366,219 119,056,426 523,349,683 1,197,772,328
Comprehensive income

Net result for the period 31,619,513 0 0 31,619,513

Other comprehensive income (restated) * 14 0 0 55,545,045 55,545,045
Total comprehensive income * 31,619,513 0 55,545,045 87,164,558
Transfers from reserves 4 30,936,193 (30,936,193) 0 0
Transfers to reserves 4 (54,466,009) 54,466,009 0 0
Balance as at 30 June 2019* 563,455,916 142,586,242 578,894,728 1,284,936,886
Change in accounting policy 34(b) (17,685,441) 0 0 (17,685,441)
Restated total equity at 1 July 2019 545,770,475 142,586,242 578,894,728 1,267,251,445
Comprehensive income

Net result for the period 23,261.647 0 0 23,261,647

Other comprehensive income 14 0 0 29,394 970 29,394,970
Total comprehensive income 23,261,647 0 29,394,970 52,656,617
Transfers from reserves 4 41,223,343 (41,223,343) 0 0
Transfers to reserves 4 (48,420,195) 48,420,195 0 0
Balance as at 30 June 2020 561,835,270 149,783,094 608,289,698 1,319,908,062

This statement is to be read in conjunction with the accompanying notes.
* Restated - refer note 33
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CITY OF COCKBURN
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2020

2020 2020 2019
NOTE Actual Budget Actual
$ $ $
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts
Rates 107,575,107 108,170,000 103,831,112
Operating grants, subsidies and contributions 13,877,283 14,394,997 14,519,948
Fees and charges 27,357,438 29,361,458 27,557,103
Interest received 4,500,685 5,144,473 5,663,580
Goods and services tax received 4.214,404 5,556,265 7,690,640
Other revenue 0 0 (423,286)
157,524 917 162,627,192 158,839,097
Payments
Employee costs (58,990,864) (58,922,399)  (56,476,590)
Materials and contracts (41,407 ,197) (38,074,585) (39,679,430)
Utility charges (5,483,944) (5,724,940) (5,480,584)
Interest expenses (721.,414) (617,625) (1,070,204)
Insurance paid (1,533,725) (1,560,700) (1,745,071)
Goods and services tax paid (5,500,877) (5,556,265) (8,469,395)
Other expenditure (8,694,216) (11,149,441) (7,557,692)
(122,332,237) (121,605,954) (120,478,965)
Net cash provided by operating activities 21 35,192,681 41,021,238 38,360,130
CASH FLOWS FROM INVESTING ACTIVITIES
Payments for purchase of property, plant & equipment (11,128,321) (15,280,120)  (17,691,634)
Payments for construction of infrastructure (22,337,191) (28,096,627)  (25,081,191)
Non-operating grants, subsidies and contributions 11,372,253 12,288,933 19,308,051
Payments/ receipts for financial assets at amortised 5
cost (11,950,334) 0 (18,648,298)
Proceeds from sale of property, plant & equipment 11(a) 2,693,952 915,000 8,603,151
Net cash provided by (used in)
investment activities (31,349,641) (30,172,814)  (33,509,921)
CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of borrowings 18(b) (3,905,043) (2,500,000) (3,993,540)
Net receipts/(refund) of bonds (1,920,960) 0 5,938,610
Payments for principal portion of lease liabilities 17(b) (469,799) 0 0
Net cash provided by (used In)
financing activities (6,295,802) (2,500,000) 1,945,070
Net increase (decrease) in cash held (2,452,762) 8,348 425 6,795,280
Cash at beginning of year 7,586,674 127,392,002 791,393
Cash and cash equivalents
at the end of the year 21 5,133,910 135,740,427 7,586,674
This statement is to be read in conjunction with the accompanying notes.
| 7
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CITY OF COCKBURN
RATE SETTING STATEMENT
FOR THE YEAR ENDED 30 JUNE 2020

OPERATING ACTIVITIES

MNet 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
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
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
Reduction in rehabilitation assets provision
Amount attributable to investing activities

FINANCING ACTIVITIES

Repayment of borrowings

Payments for principal portion of lease liabilities
Transfers to reserves (restricted assets)
Transfers from reserves (restricted assets)
Amount attributable to financing activities

Deficit before imposition of general rates
Total amount raised from general rates
Surplus after imposition of general rates

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

2020 2020 2019
NOTE Actual Budget Actual
$ $ $

29 (b) 7,236,184 2,000,000 11,967 494
7,236,184 2,000,000 11,967,494
456,336 117,300 627,064
10,850,266 10,166,000 11,503,206
999 207 738,238 1,221,361
328,179 333,500 376,724
8,166,946 8,548,893 8,349,716
10,417 466 11,192,509 11,481,505
9,400,979 12,555,615 12,655,477
492 261 281,000 655,142
3,071,403 2,062,601 1,860 446
3,467,319 3,395,272 6,227 979
47 650,362 49,390,928 54 967 620
(13,179,285) (12,233,696) (10,379,977)
(1,712,978) (1,304,666) (1,633,094)
(7.157,321) (6,898,722) (6,790,448)
(2,442,713) (2,536,674) (2,364,483)
(15,183, 530) (16,561,001) (15,472.229)
(33,498,853) (32,246,831) (39,256,633)
(43,731,879) (44,023,360) (44,112 563)
(31,362 870) (29,971,706) (27,889,089)
(2,694 .409) (2,743,719) (2,581,274)
(4.666,241) (3,359,723) (4,384 868)
(155,630,079) (151,880,098) (154,864,659)
29(a) 37,150,738 35,444 207 33,899,393
(63,592, 795) (65,044 ,963) (54,030,152)
2(a) 25,604 896 12,288,933 28,747 222
11(a) 2,693,952 915,000 8,603,151
9(a) (11,128,321) (15,280,120) (17,691,634)
10(a) (36,569,834) (28,096.627) (34,520,362)
13 1,098,378 0 0
(18,300,929) (30,172,814) (14,861 623)
18(b) (3,905,043) (2,500,000) (3,993,540)
17(b) (469,799) 0 0
4 (48,420,195) (27,595,783) (54,466,009)
4 41,223,343 17,646,331 30,936,193
(11,571 694) (12,449 452) (27,523,356)
(93,465,418) (107 667,230) (96,415,131)
28(a) 105,636,468 107,680,000 103,651,315
29(b) 12,171,050 12,771 7,236,184

|8

Document Set ID: 10011814
Version: 4, Version Date: 24/04/2(22

24 of 121




SASFC 26/11/2020 Item 10.1 Attachment 1

CITY OF COCKBURN
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CITY OF COCKBURN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

1. BASIS OF PREPARATION

|10
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CITY OF COCKBURN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

2. REVENUE AND EXPENSES

REVENUE RECOGMNITION POLICY

R ition of

is on the source of revenue and the associated terms and conditions associated with each source

of revenue and recognised as follows:

When
obligations Allocating Measuring
Revenue Nature of goods and typically Returns/Refunds/  De nination of transaction gations for Timing of revenue
Category SEIVICEs satisfied Payment terms Warranties tram: ion price price returns r gnition
Rates - general General rates Over fime Payment dates MNone Adopted by When Mot When rates notice is
rates adopted by council council annually faxable event applicable issued
during the year OCCUrs
Rates - specified  Rates charge for Over fime Payment dates Refund in event Adopted by When Mot When rates notice is
area rates specific defined adopted by councll  monies are council annually taxable event applicable issued
purpose during the year unspent OCCUrs
Grant contracts Community events, Over fime Fixed terms Contract Set by mutual Based on the Returns Cutput method based on
with customers miner facilities, transfer of funds obligation if agreement with progress of limited to project milestones
research, design, based on agreed project not the customer works to repayment of  andfor completion date
planning evaluation milestones and complete mateh 1 i tched to perf:
and services reporting performance price of obligations as inpuls are
obligaticns terms shared
Grants, Construction or Over fime Fixed terms Contract Set by mutual Based on the Returns Cutput method based on
subsidies or acquisition of transfer of funds abligation if agreement with progress of limited to project milestones
iui for I: non- based on agreed project not the funding body works to repayment of  andior completicn date
the construction financial assets to be milestones and complete mateh 1 i tched to perf:
of non-financial controlled by the local reporting performance price of obligations
assets government obligaticns terms
Grants, General appropriations Mo Mot Mot Cash ived On receipt of Mot When assets are
subsidies or and iouti bligati funds applicable controlled
ibuti no recip ]
with no commitment
contractual
commitments
Fees and Fees relating to FESA, Single Payment in full in MNone Set by State Based on the Mot When the service is
charges - Service Charges, point in advance legislation or fiming of licabl dered and |
administration Building, Pet time: adopted by issue and/ or or upon payment of the
fees Registration, council annually fransfer of licence, registration or
Impounding, Licencing, rights approval
Planning, Search and
Supervision fees
Fees and Fines |ssued for Single Fayment in full Mone Adopted by When Mot When fine is issued
charges - fines breaches of local laws point in within defined time council through faxable event applicable
time local law ocCurs
Fees and Gym and pool Cwver fime Payment in full in Refund for Adopted by Apportioned Returns Cutput method over 12
charges - memberships advance unused portion council annually equally limited to months matched to
memberships on application across the repayment of  access right
access transaction
period of
Fees and Regulatory food, Single Full payment prior None Adopted by Applied fully Mot After inspection event
charges - other health and safety paint in to inspection council annually on timing on applicable occurs
inspections check time based on State inspection
Govemment
Legislation
Fees and Pool compliance Single Equal proportion None Set by State Apportioned Mot After inspection event
charges - pool safety check paoint in based on an equal legislation equally applicable OCCUTS
inspections time annual fee across the
inspection
cycle
Fees and Use of halls and Single In full in advance Refund if event Adopted by Based on Returns On entry or conclusion of
charges - facilities point in cancelled within council annually timing of limited to hire:
property hire and time T days entry to repayment of
entry facility transaction
Fees and Sale of minor items Single In full in advance Returns for Adopted by When Returns On delivery of good
charges - sundry point in faulty tems council annually taxable event limited to
sales time: oECUrs repayment of
transaction
Fees and Kerbside collection Cwver fime Payment on an None Adopted by Apportioned Returns Based on regular weekly
charges - waste SEIVICES annual basis council annually equally limited to and fortnightly period
management across the repayment of  proportionate to
collections i i ion service
period
Fees and Waste treatment, Single Payment in MNone Adopted by Based on the Mot On entry to facility
charges - waste recyching and disposal paint in advance at gate or council annually timing of applicable
management service at disposal time on normal terms if entry to the
entry fees sites credit provided facility
Fees and Works for drainage Single ‘When works are Mone Quotes Applied fully Mot After works are
charges for madifications, kerbing point in complete determined by upon applicable complete
other goods and or any other private time: scale and nature successiul
services works not associated of project and completion of
with crossovers should match works
expenditure
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CITY OF COCKBURN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

2. REVENUE, INCOME AND EXPENSES
(a) Grant revenue and income

Grants, subsidies and contributions are included as both operating and non-operating revenues and income in the Statement of
Comprehensive Income:

2020 2020 2019
Actual Revised Budget Actual

$ L $
Operating grants, subsidies and contributions
Governance 293,609 227,660 371,71
General purpose funding 4,224,085 4,305,238 4,284,426
Law, order, public safety 318,712 275,686 458,852
Health 34,586 50,000 21,256
Education and welfare 6,925,336 7,498,259 6,661,126
Community amenities TAT 294 1,085,841 1,337,010
Recreation and culture 693,832 985,631 837,382
Transport 107,239 84,120 120,997
Economic services 5,862 3,000 4,393
Other property and services 374,252 331,520 422,796

13,724,805 14,846,995 14,519,948
Non-operating grants, subsidies and contributions
Governance 0 0 114,910
General purpose funding 3,768,966 3,117 625 3,217,623
Community amenities 95,182 95,182 0
Recreation and culture 1,752,220 6,302,601 3,979,758
Transport 17,603,196 8,200,168 18,196 664
Other property and services 2,385,332 (3,277,065) 3,238,266

25,604,856 14,438,511 28,747,222
Total grants, subsidies and contributions 39,329,701 29,285,506 43,267,170

(b) Fees and charges

Governance 162,256 14,800 254,425
General purpose funding 1,599,405 1,611,232 507,894
Law, arder, public safety 680,495 462,551 762,510
Health 293,594 297,500 346,700
Education and welfare 1,224,028 1,597,743 1,671,911
Community amenities 9670173 9,528,186 9,942,906
Recreation and culture 8,707 147 11,702,007 11,818,095
Transport 170,068 230,000 324,921
Economic services 1,757,363 1,884,601 1,865,053
Other property and services 3,092,908 2,934,024 3,023,773

27,357,438 30,262,645 30,518,189
There were no changes to the amounts of fees or charges
detailed in the original budget
SIGNIFICANT ACCOUNTING POLICIES
Grants, subsidies and contributions Fees and Charges
Operating grants, subsidies and contributions are grants, Revenue (other than service charges) from the use of facilities
subsidies or contributions that are not non-operating in nature and charges made for local government services, waste

management fees, rentals, hire charges, fee for service

Mon-operating grants, subsidies and contributions are amounts photocopying charges, licences, sale of goods or information,

received for the acquisition or construction of recognisable fines, penallies and administration fees
non-financial assets to be controlled by the local government.

| 12
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FOR THE YEAR ENDED 30 JUNE 2020

2. REVENUE, INCOME AND EXPENSES (Continued)

2020 2020 2019
Actual Revised Budget Actual
$ ] ]
( €) Contracts with customers and transfers

for recognisable non-financial assets
Revenue from contracts with customers and transfers
to enable the acquisition or construction of recognisable
non-financial assets to be controlled by the City
was recognised during the year for the following nature
or types of goods or services:
Operating grants, subsidies and contributions 13,724,805 14,846,995 14,519,948
Fees and charges 27,357,438 30,262,645 30,518,189
Nan-operating grants, subsidies and contributions 25,604,896 14,438,511 28,747,222

66,687,139 59,548,150 73,785,359
Information about receivables, contract assets and contract
liabilities from contracts with customers along with
financial assets and associated liabilities arising from transfers
to enable the acquisition or construction of recognisable
non financial assets is:
Trade and other receivables from contracts with customers 3,342,043 5,208,239
Contract liabilities from contracts with customers (713,380) 0
Contract liabilities from transfers for recognisable non financial assets (15,527,154) 0

Contract liabilities for contracts with customers primarily relate to developer contributions and grants with performance obligations received in
advance, for which revenue is recognised over time as the performance obligations are met.

Infarmation is not provided about remaining performance abligations for contracts with customers that had an original

expected duration of one year or less.

Consideration from contracts with customers is included in the transaction price.

Performance abligations in relation to contract liabilities from transfers for recognisable non financial assels are satisfied

as project milestones are met or completion of construction or acquisition of the asset. All associated performance obligations

are expected to be met over the next 5 years or more.
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NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

FOR THE YEAR ENDED 30 JUNE 2020

2. REVENUE, INCOME AND EXPENSES (Continued)

2020 2020 2019
(a) Revenue (Continued) Actual Revised Budget Actual
$ $ 4
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 105,804,740 105,837 667 101,869,204
Specified area rates 586,971 595,000 531,685
Statutory permits and licences 1,002,729 0 0
Fines 226,674 0 0
Developer contributions 6,247,423 0 0
Public open space contributions 751,809 0 0
114,620,346 106,432,667 102,400,889
Interest earnings
Rates instalment and penalty interest (refer Note 28(d)) 249,376 240,000 281,528
Other interest earnings 4,251,309 4,547 673 5479171
4,500,685 4,787 673 5,760,699
SIGNIFICANT ACCOUNTING POLICIES
Interest earnings Interest earnings (continued)
Interest income is calculated by applying the effective interest Interest income s presented as finance income where it is
rate to the gross carrying amount of a financial asset except earned from financial assets that are held for cash
for financial assets that subsequently become credit-impaired management purposes.
For credit-impaired financial assets the effective interest rate
is applied to the net carrying amount of the financial asset
(after deduction of the loss allowance)
2020 2020 2019
(b) Expenses Note Actual Revised Budget Actual
$ H] $
Auditors remuneration
- Audit of the Annual Financial Report 81,000 90,000 45,000
- Other services 10,999 7,225 9,995
91,999 97,225 54,995
Interest expenses (finance costs)
Borrowings 18(b) 840,664 810,225 1,070,204
Accretion expense (133,771) 0 (168,821)
Lease liabilities 17(b) 14,522 0 0
721,414 810,225 901,383
| 14
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CITY OF COCKBURN
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 5,133,910 7,586,674
Total cash and cash equivalents 5,133,910 7,586,674

Restriction Assets

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

- Cash and cash equivalents 3,846 465 3,497,269
- Financial assets at amortised cost 150,667,659 145,027 583
154 514 124 148 524 852

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

Reserves - cash/financial asset backed 4 149,783,094 142,586,242

Contract liabilities from contracts with customers 16 713,380 0

Bonds & deposits 4,017,650 5,938,610

Total restricted assets 154,514,124 148,524 852

SIGNIFICANT ACCOUNTING POLICIES

Cash and cash equivalents Restricted assets

Cash and cash equivalents include cash on hand, cash at bank, Restricted asset balances are not available for general use by
deposits available on demand with banks and other short term the local government due to externally imposed restrictions.
highly liquid investments with original maturities of three months Externally imposed restrictions are specified in an agreement,
or less that are readily convertible to known amounts of cash contract or legislation. This applies to reserves, unspent grants,
and which are subject to an insignificant risk of changes in value subsidies and contributions and unspent loans that have not been
and bank overdrafts. Bank overdrafts are reported as short term fully expended in the manner specified by the contributor,
borrowings in current liabilities in the statement of financial legislation or loan agreement.

position.
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2020 2020 2020 2020 2020 2020 2020 2020 2019 2019 2019 2019

Actual Actual Actual Actual Budget Budget Budget Budget Actual Actual Actual Actual

Opening Transfer Transfer Closing Opening Transfer Transfer Closing Opening Transfer Transfer Closing

4. RESERVES - CASHIFINANCIAL ASSET Balance to (from) Balance Balance to (from) Balance Balance to (from) Balance

$ $ $ $ H $ $ H $ $ ] H
(a) Staff Payments & Entitlements 1,679,842 143,286 (190,000) 1,633,128 1,691,755 157,136 (190,000) 1,658,891 1,709,731 159,373 (189,263) 1,679,842
(b) Plant & Vehicle Replacement 11,016,204 3,178,961  (2,794,410) 11,400,754 9,430,065  3,185588  (2,955,000) 9,660,653 9,354,672 3,509,291 (1,847,759) 11,016,204
() Information Technology 302,718 203,531 (5.000) 501.249 293,703 203,803 0 497 506 206,564 203,529 (107.375) 302.718
{d} Major Building Refurbishment 14,878,218 1,801,413 (2,467) 16,677,163 14,565,981 263,171 0 14829152 13,093,407 1,784,811 0 14878218
(e) Waste & Recycling 15,481,387 1,194,695 (4,475815) 12,200,267 14,867,166 1,017,137 0 15884303 14,136,202 1,635,169 (289,984) 15481387
(f) Land Development and Investment Fund 9,638,807 1,790,200 (426,362) 11,002,645 7,351,453 388,150 (179,000) 7,560,603 3756615 6,208,078 (325,885) 9,638,807
(g) Roads & Drainage Infrastructure 12,944,727 2243228  (4,745,895) 10,442,060 8,636,662 290,552 (6,557,000) 2,370,214 15446224 2,288,766 (4,790,263) 12,944 727
(h) Naval Base Shacks 1,132,099 43,225 (13,685) 1,161,639 1,132,801 51,677 (50.,000) 1,134,478 1.078.014 54,085 0 1,132,099
(i) Community Infrastructure 19,187,585 10,370,689 (1,780,838)  27,777.436 16,751,412 9,798,919  (1,000,000) 25,550,331 14,879,832 7,730,370 (3,422,617) 19187585
(i) Insurance 1,806,509 696,102 (266,705) 2,235,907 1,786,620 531,946 0 2,318,566 1,262,819 585,853 (42,162) 1,806,509
(k) Greenhouse Action Fund 572,893 206,419 (37,670) 741,642 550,222 208,367 (40,000) 718,689 420,433 209,010 (56,550) 572,893
{I) Aged and Disabled Asset Replacement 372,120 112111 (92,607) 391,623 281,276 66,133 0 347 409 191,004 181,116 0 372120
(m) Welfare Projects Employee Entitlements 1,044 584 699,089 (131,796) 1,611,878 714,717 12,646 0 727363 708,131 399 544 (63,001) 1,044,584
(n) HWRP Post Closure Management & Contaminati 2,373,754 1,133,336 (5,577) 3,501,513 2,239,695 1,146,777 (135,000) 3,251.472 2,324,205 50,546 (997) 2,373,754
(o) Municipal Elections 80,756 664 (80,000) 1.420 82,014 0 0 82.014 79,037 1,719 0 80.756
(p) Welfare Redundancies 43,561 4am (44,032) (0) 43,431 0 0 43,431 42,634 927 0 43,561
(q) Port Coogee Special Maintenance - SAR 1,644,432 459,772 (283,725) 1,820,479 1,619,714 431,375 (204,154) 1,846,935 1,418,130 433,135 (206,833) 1,644,432
{r} Port Coogee Waterways - SAR 94,237 58,031 (50,000} 102,268 120,874 62,852 (50,000) 133,726 92,022 52,215 (50,000) 94,237
(s) Community Surveillance 778,372 208,257 (121,932) 864,698 713,562 216,733 (95,000) 835295 903,959 217,417 (343,004) 778,372
(t) Waste Collection 3,288,540 1,452,205 (541,216) 4,199,628 3226918 1455908 (100,000) 4582 826 2092296 1,204,445 (8,201) 3,288 540
(u) Family Day Care Accumulation Fund 11,342 133 0 11,475 30,675 0 0 30,675 30,675 667 (20,000) 11,342
(v) Underground Power - Service Charge 0 0 (0) (0) 0 0 0 0 0 0 0 0
(w) Naval Base Shack Remaoval 595,485 56,962 0 652,447 594,822 60,649 0 655471 527,999 67,486 0 595 485
() Environmental Offset 311,136 3623 (6,748) 308,01 312,545 6,085 0 318,630 304,512 6,624 0 311136
{y) Bibra Lake Management Plan 579,591 6,305 (64,810) 521,086 513,115 12,170 0 525,285 601,791 12,990 (35,190) 579,591
(z) Restricted Grants & Contributions 6,625,483 5649946 (6,488,658) 5,786,771 557,080 0 (27,140) 529940 4532937 6465335 (4,372,789) 6,625,483
{{) CIHCF Building Maintenance 7,746,691 1,584,281 (3,500) 9,327 472 7613395 1616333 0 9229728 6,150,813 1585878 0 7,746,691
{I) Cockburn ARC Building Maintenance 2,054,346 1,664,019 0 3,718,365 2,064,181 1,680,502 0 3,744,683 2,010,608 43,738 0 2,054 346
(}) Carry Forward Projects 5,932,650 8.780,584 (11.862,384) 2,850,850 2,212,053 0 0 2,212,053 3618392 9557112 (7.242,854) 5,932,650
(~) Port Coogee Marina Assets Replacement 1,291,632 314,855 (121,600) 1,484 887 1,285,423 305,705 {60,000) 1,631,128 285423 1,006,209 0 1,291,632
() Port Coogee Waterways - WEMP 1,360,710 15,659 (74,297) 1,302,072 1,212,627 33,847 (50,000) 1,196,474 1,763,151 35147 (437 588) 1,360,710
(€) Cockburn Coast SAR 16,840 24,927 {16,558) 25,209 0 30,000 (8,887) 21113 897 19,397 {3,453) 16,840
()7 Developer Contribution Plans 17,698,991 4,323,218 (6,495,055) 15,527,154 15,376,745 4,361,622  (5945,150) 13,793,217 16,033,299 8,746,027 (7,080,335) 17,698 991
142,586,242 48,420,195 (41,223,343) 149,783,094 117,872,702 27,595,783 (17.646,331) 127,822,154 119,056,426 54,466,009 (30,936,193) 142,586,242
All reserves are supported by cash and cash equivalents and financial assets al amorlised cost and are restricted within equity as Reserves - cash/financial assets backed,
In accordance with Council reselutions or adopted budget in relation to each reserve account, the purpose for which the reserves are set aside and their anticipated date of use are as follows:
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Anticipated
Name of Reserve date of use  Purpose of the reserve

This Reserve provides for payment of various staff entittements including separation, bonus, awards and other payments made to Staff either through contractual or
(a) Staff Payments & Entitlements ongoing  statutory entitlement, other than leave liabilities already provided for within the City's net asset position.

This Reserve provides for the orderly replacement of plant and vehicles. Annual transfers into this Reserve are based on the estimated depreciation charge for plant
{b} Plant & Vehicle Replacement ongoing  each year. Funds are drawn as required to meet annual plant replacement costs
(c) Information Technology ongoing  This Reserve is used to provide for the capital cost of upgrading/replacement of Council's computer hardware and software.

This Reserve provides funding for future major refurbishment of Council buildings as they become necessary. Annual transfers are usually made to this Reserve from
(d) Major Building Refurbishment ongoing  any end of year surplus.

majority by This Reserve provides funding for capital cests associated with the development and management of a waste disposal site. Transfers to this Reserve are made based

(e} Waste & Recycling 2040 on planned future capital funding requirements for waste management.

This Reserve is to accommodate and facilitate the purchase, development and disposal of land under the Council's land development strategies with the ability to loan
(f) Land Development and Investment Fund ongoing  funds on an interest payable basis to other reserve accounts of the City

The purpose of this Reserve is to provide for the renewal and refurbishment of roads and drainage infrastructure and for the provision of matching funds for Federal &
(g) Roads & Drainage Infrastructure ongoing  State Government road grants.

This Reserve provides funds for the development & refurbishment of the Naval Base shacks site. It will also fund rehabilitation costs when the Park reverts back to the
(h} Naval Base Shacks ongoing  State Government. Annual transfers to this Reserve are fully funded by part of the lease income derived from the shacks.

This Reserve funds the provision of community and recreation facilities within the City as the need arises. The requirement for these facilities over the next five to ten
(i) Community Infrastructure ongoing  years is significant due to the rapid rate of development within the city and the associated population growth.
(i) Insurance ongoing  This Reserve is used to minimise and smooth annual budgetary impacts from the City’s performance based insurance schemes, including deductibility levels.
(k) Greenhouse Action Fund ongoing  This Reserve will be used to purchase carbon offsets and fund projects to support energy efficiency, waste management and renewable energy installations.
{I) Aged and Disabled Asset Replacement ongoing  This Reserve is fully funded from the operating government grants received by the services and has no budgetary impact on Municipal funds.
(m) Welfare Projects Employee Entitlements ongoing  This Reserve is fully funded from the operating government grants received by the services and has no budgetary impact on Municipal funds.

HWRP Post Closure Management & This Reserve is required to cover any costs associated with clean-up & remediation works at contaminated sites within the district as enforced by the Contaminated

(n) Contaminated Sites ongoing  Sites Act.
{0} Municipal Elections ongoing  This Reserve provides funding to cover election expenses during election years to smooth out annual budgetary impacts.

This Reserve was created for the purpose of covering potential future redundancy costs for grant funded services, as funding agreements do not usually allow for
(p) Welfare Redundancies ongoing  these costs.

This Reserve is used to manage funds raised through the specified area rate (SAR) for the Port Coogee development. These funds are required for the specialised
(g} Port Coogee Special Maintenance - SAR ongoing  maintenance requirements of the development.

This Reserve is used to manage funds raised through the specified area rate (SAR) for the Port Coogee development on land directly adjacent to the waterways
{r} Port Coogee Waterways - SAR ongoing  These funds are required for the maintenance of the waterways surrounding Port Coogee marina and associated infrastructure
(s) Community Surveillance ongoing  This Reserve funds activities in relation to Community Surveillance.
(t) Waste Collection ongoing  This reserve provides funding for future capital requirements related to the Waste Collection service
{u} Family Day Care Accumulation Fund ongoing  This Reserve is fully funded from the operaling government grants received by the services and has no budgetary impact on Municipal funds,

This reserve is used to account for funds generated from the Community Infrastructure Development Contributions Scheme (DCP13) established under the City's
(v) Underground Power - Service Charge ongoing  Town Planning Scheme No. 3.

Established for the purposes of the future removal of leasehold dwellings at Reserve 24308, Naval Base. All funds raised are to be accounted for on a property lease
{(w) Naval Base Shack Removal uncertain by lease basis, and not on who paid the actual payment at the time of the payment. Funds raised will be reimbursed to leaseholders when dwelling is removed and the

This Reserve is used to manage funds required to undertake environmental rehabilitation of land associated with road construction as approved by the relevant
(x) Environmental Offset ongoing  government agency
(y) Bibra Lake Management Plan ongoing  This Reserve is used to manage funding to implement the Bibra Lake Management Plan as adopted by Council.
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Name of Reserve

Restricted Grants & Contributions

)

{{) CIHCF Building Maintenance

(I} Cockburn ARC Building Maintenance

(}) Carry Forward Projects

(~) Port Coogee Marina Assets Replacement
()} Port Coogee Waterways - WEMP

(€) Cockburn Coast SAR

()1 Developer Contribution Plans

Anticipated
date of use

ongoing
ongoing
ongoing
ongoing
ongoing
ongoing
ongoing

ongoing

Purpose of the reserve

This Reserve is used to quarantine monies received for restricted purposes across financial years

This Reserve is used to manage funding for major building maintenance of the Cockburn Integrated Health and Community Facility (CIHCF)

This Reserve is used to manage funding for the major building maintenance of the Cockburn ARC recreation facility.

This reserve is used to manage municipal funding for incomplete projects carried forward to the following financial year.

This Reserve provides for the replacement of marina infrastructure assets. Funding is provided from pen fees to reflect estimated depreciation costs.

This Reserve is used to manage the funds paid by the developer of the Port Coogee marina development in accordance with the Waterways Environmental
Management Plan (WEMP). The funds will be used to maintain and manage the marina waterways.

This Reserve is used to manage funds raised through the specified area rate (SAR) providing funding to ensure that the parks and public areas (including custom
street lighting) within the Cockburn Coast Development are maintained in accordance with the higher standards agreed to between the City and the Developer.

This Reserve is used for the management of contributions and costs with respect to Development Contribution Areas as established by and in accordance with Town
Planning Scheme 3.
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5. OTHER FINANCIAL ASSETS 2020 2019
H $
(a) Current assets
Financial assets at amortised cost 169,400,000 157,400,000
169,400,000 157,400,000
Financial assets at amortised cost
Term deposits 169,400,000 157,400,000
169,400,000 167,400,000
(b} Non-current assets
Financial assets at amortised cost 951,228 1,000,894
Financial assets at fair value through profit and loss 142 442 140,137
1,093,670 7141,037

SIGNIFICANT ACCOUNTING POLICIES

Financial assets at amortised cost

The City 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
I'he City classifies the following financial assels al 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 City 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 30.
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FOR THE YEAR ENDED 30 JUNE 2020

6. TRADE AND OTHER RECEIVABLES 2020 2019
$ $
Current
Rates receivable 2,942 695 2,374,622
Trade and other receivables 3,342,043 5,208,239
GST receivable 1,355,815 69,342
7,640,553 7,652,203
Non-current
Pensioner's rates and ESL deferred 1,092 961 1,018,156
Accrued debtors 268,811 0
1,361,772 1,018,156

SIGNIFICANT ACCOUNTING POLICIES

Trade and other receivables

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

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

Impairment and risk exposure

Information about the impairment of trade receivables
and their exposure to credit risk and interest rate risk
can be found in Note 30.

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Classification and subsequent measurement
Receivables expected to be collected within 12 months
of the end of the reporting period are classified as
current assets. All other receivables are classified as
non-current assets.

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

Due to the short term nature of current receivables, their
carrying amount is considered to be the same as their
fair value. Non-current receivables are indexed to
inflation, any difference between the face value and fair
value Is considered immaterial.
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7. INVENTORIES 2020 2019
$ $
Current
Fuel and materials 31,107 33,335
31,107 33,335

The following movements in inventories occurred during the year:

Carrying amount at beginning of period 33,335 33,335
Additions/(reductions) to inventory (2,228) 0
Carrying amount at end of period 31,107 33,335

SIGNIFICANT ACCOUNTING POLICIES

General

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

MNet realisable value i1s the estimated selling price in the
ordinary course of business less the estimated costs of
completion and the estimated costs necessary to make
the sale.
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8. OTHER ASSETS

2020 2019
$ $
Other assets - current
Prepayments 474,498 187,192
Accrued revenue and income 4,026,153 3,481,560
4,500,651 3,668,752

SIGNIFICANT ACCOUNTING POLICIES

Other current assets

Other non-financial assets include prepayments which
represent payments in advance of receipt of goods or
services or that part of expenditure made in one
accounting period covering a term extending beyond
that period. Also included is accrued income which
represents revenue and income receivable for goods or
services already delivered.
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9. PROPERTY, PLANT AND EQUIPMENT

(a)

Movements in Carrving 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.

Total
Land - Buildings - Total land Furniture property,
freehold non- Total and and Plant and Computer plant and
land Total land | specialised | buildings buildings equipment* equipment* equipment* equipment
$ $ $ $ $ $ $
Balance at 1 July 2018 84,111,627 84,111,627| 230,712,523| 230,712,523| 314,824,150 2,147 807 14,873,073 4,165,418| 336,010,448
Additions during the year 3,048,942 3,048,942 10,192,523| 10,192,523 14,141,465 (145,246) 2,606,865 1,088,550 17,691,634
(Disposals) (5,108,529)| (5,108,529) (973,437) (973,437)| (6,081,966) 0 (704,707) 0 (6,786,673)
Depreciation (expense) 0 0| (6,317,893)| (6,317,893)| (6,317,893) (367,953)  (3,251,482)  (1,214,936)| (11,152,264)
Carrying amount at 30 June 2019 82,952,040| 82,952,040| 233,613,716| 233,613,716| 316,565,756 1,634,608 13,523,749 4,039,032| 335,763,145
Comprises:
Gross carrying amount at 30 June 2019 82,952 040| 82,952,040| 312,843,099( 312,843,099| 395795139 3,520,778 23,616,983 6,967,966| 429,900,866
Accumulated depreciation at 30 June 2019 0 0] (79,229,383)| (79,229,383)| (79,229,383)| (1,886,170) (10,093,234) (2,928,934)| (94,137,721)
Carrying amount at 30 June 2019 82,952 040| 82,952,040| 233,613,716| 233,613,716| 316,565,756 1,634,608 13,523,749 4,039,032] 335,763,145
Additions during the year 176,697 176,697 5,127,930 5,127,930 5,304,627 36,110 4,211,685 1,575,899 11,128,321
(Disposals) (158,000) (158,000) (259,197) (259,197) (417,197) 0 (1,012,820) 0 (1,430,017)
Revaluation increments / (decrements)
transferred to revaluation surplus 0 0 (557,365) (557,365) (557,365) 0 0 0 (557,365)
Depreciation (expense) 0 0| (6,453,057)| (6,453,057) (6,453,057) (361,264) (3,284,696) (1,483,406) (11,582,422)
Carrying amount at 30 June 2020 82,970,737 82,970,737| 231,472,028| 231,472,028| 314,442,765 1,309,454 13,437,918 4.131,525] 333,321,662
Comprises:
Gross carrying amount at 30 June 2020 82,970,737| 82,970,737| 316,362,349 316,362,349| 399,333,086 3,556,888 23,915,413 8,543,865| 435,349,252
Accumulated depreciation at 30 June 2020 0 0] (84,890,321)| (84,890,321)| (84,890,321)| (2,247 434) (10,477,495) (4,412,340)| (102,027,590)
Carrying amount at 30 June 2020 82,970,737 82,970,737| 231,472,028| 231,472,028| 314,442,765 1,309,454 13,437,918 4,131,525| 333,321,662
*) From 1 July 2019, these assets are recorded at (deemed) historical cost less accumulated depreciation and impairment
23
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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

Land and buildings are revalued at fair value

Fair Value Basis of Date of Last
Asset Class Hierarchy Valuation Technique Valuation Valuation Inputs Used
Land and buildings
Independent
Land - freehold land 2 Market Approach Registered June 2017 Price Per Square Metre
Valuer
Independent Estimates of residual value, useful life, pattern of
Buildings - non-specialised 3 Mgrket Approach,Cost Approach Registered June 2017 consumption and asset conldlltlon and relatlonsmp to
using Current Replacement Cost Valuer the assessed level of remaining service potential of

the depreciable amount.

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 lower fair value measurement.

(c ) At Cost Measurements

Furniture and equipment, plant and equipment and computer equipment are now held at (deemed) historical cost less accumulated depreciation and impairment following changes

to the LG FM Regulations

24
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10. INFRASTRUCTURE
(a) Movements in Carrying Amounts

Movermnent in the carrying amounts of each class of infrastructure between the beginning and the end of the current financial year.

Other Other Other Other Other Other
Infrastructure - infrastructure - infrastructure - infrastructure - infrastructure - infrastructure - infrastructure - Total
roads drainage footpaths parks equipment landfill marina coastal Infrastructure
g . -
Balance at 1 July 2018 382,203,486 212,503,746 42,441,765 60,653,008 21,421,298 42,442,793 0 761,666,096
Additions during the year 22,251,995 3,608,233 2,050,318 5,688 488 227,969 693,359 0 34,520,362
Revaluation increments / (decrements) transferred to revaluation
surplus * 36,297,211 2098139 17,149,696 0 0 0 0 56,645 046
Depreciation (expense) (11,503,206) (2,617,320) (1.386.424) (4,501,580) (1,088,562) (977,208) 0 (22,074,300)
Carrying amount at 30 June 2019 429,249 486 215592798 60,255,355 61,839,916 20,560,705 42,158,944 0 829,657,204
Com prises:
Gross carrying amount at 30 June 2019° 658,282 502 265,832 940 86,180 666 95,380,701 37,072 869 49,828 107 0 1,192 577785
Accumulated depreciation at 30 June 2019 (229.033,016) (50,240,142) (25,925.311) (33,5640.785) (16,512,164) (7,669,163) 0 (362,920,581)
Carrying amount at 30 June 2019* 429,249,486 215592798 60,255,355 61,639,916 20,560,705 42,158,944 0 829,657,204
Additions 18,338,198 3428722 2,826,503 10,702,906 363,062 485,284 425,159 36,569,834
Revaluation increments / (decrements) transferred to revaluation
surplus 19,728,398 25,401,669 (978,880) (14,198,853) 0 0 0 29,952,334
Depreciation (expense) (13,859,488 (2,649,191) (1,764,829) (4,685,437) (1,091,178) (423,661) (554,502) (25,028,284)
Transfers 0 0 0 0 0 (29,935,895) 29,935,895 0
Carrying amount at 30 June 2020 453,456,595 241,773,998 60,338,150 53,658,532 19,832,589 12,284,672 29,806,552 871,151,088
Comprises:
Gross carying amount at 30 June 2020 721,840,835 299,295,154 86,286,620 76,187 582 37,435,931 16,190,135 34,548,415 1,271,784,672
Accumulated depreciation at 30 June 2020 (268,384,240 (57,521,156) (25,948,470) (22,529,050) (17,603,342 {3,905,463) (4.741,863) (400,633,584)
Carrying amount at 30 June 2020 453,456,595 241773998 60,338,150 53 658 532 19,832 589 12,284 672 29,806,552 871,151,088
* Restated - refer note 33
25
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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

Other infrastructure - drainage

Other infrastructure - footpaths

Other infrastructure - parks equipment

Other infrastructure - landfill

Other infrastructure - marina

Other infrastructure - coastal

Cost Approach Using Current
Replacement Cost

Cost Approach Using Current
Replacement Cost

Cost Approach Using Current
Replacement Cost

Cost Approach Using Current
Replacement Cost

Cost Approach Using Current
Replacement Cost

Market Approach
Cost Approach
Using Current Replacement Cost

Market Approach
Cost Approach
Using Current Replacement Cost

Management Valuation

Management Valuation

Management Valuation

Management Valuation

Management Valuation

Independent Registered
Valuer

Independent Registered
Valuer

June 2020

June 2020

June 2020

June 2020

June 2017

July 2016

July 2016

Estimates of residual value, useful life, pattern of
consumption and asset condition and relationship to
the assessed level of remaining service potential of

the depreciable amount

Estimates of residual value, useful life, pattern of
consumption and asset condition and relationship to
the assessed level of remaining service potential of

the depreciable amount

Estimates of residual value, useful life, pattern of
consumption and asset condition and relationship to
the assessed level of remaining service potential of

the depreciable amount

Estimates of residual value, useful life, pattern of
consumption and asset condition and relationship to
the assessed level of remaining service potential of

the depreciable amount

Estimates of residual value, useful life, pattern of
consumption and asset condition and relationship to
the assessed level of remaining service potential of

the depreciable amount

Estimates of residual value, useful life, pattern of
consumption and asset condition and relationship to
the assessed level of remaining service potential of

the depreciable amount

Estimates of residual value, useful life, pattern of
consumption and asset condition and relationship to
the assessed level of remaining service potential of

the depreciable amount

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

11. FIXED ASSETS

(a) Disposals of Assets
2020 2020 2019
Actual Revised Budget Actual
Net Book Sale Net Book Sale Net Book Sale
Value Proceeds Profit Loss Value Proceeds Profit Loss Value Proceeds Profit Loss
$ ] $ $ $ $ 5 $ $ ] 5 $
Land - freehold land 158,000 1,376,364 1,218,364 0 0 B740000 6740000 0 5,108,529 7640691 2,532 162 0
Buildings - non-specialised 259 197 0 0 (259,197) 0 o 0 o 973,437 o 0 [973,437)
Plant and equipment 1,012,820 1,317,588 304,768 0 1,505,592 1,547,768 42,176 0 704,707 962,480 257,753 0
1,430,017 2,693,952 1523132 (259,197) 1,505,582 8287768 6782176 o 6,786,673 8,603,151 2,789,916 (973,437
The following assets were of during the year
2020
Actual
Net Book Sale
Plant and Equipment Value Proceeds Profit Loss
Transport
612,551 827,504 214,953 o
Other property and services
400,269 490,084 89,815 o
1,012,820 1,317,588 304,768 o
Land
Other Property and Services
158,000 1,376,364 1,218,364 0
158,000 1,376,364 1,218,364 0
Buildings
Law, order, public safety
156,674 0 0 (156,674)
Other Property and Services
102,523 0 0 (102,523)
259,197 0 0 (259,197)

1430017 2693952 1523132 (259,187)
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NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

11. FIXED ASSETS

(b) Depreciation 2020 2020 2019
Revised
Actual Budget Actual
$ S $

Buildings - non-specialised 6,453,057 6,383,100 6,317,893
Furniture and equipment 361,264 359,052 367,953
Plant and equipment 3,284,696 3,249,355 3,251,482
Computer equipment 1,483,406 1,655,332 1,214,936
Infrastructure - roads 13,859,488 14,081,544 11,503,206
Other infrastructure - drainage 2,649.191 2,695,740 2,617,320
Other infrastructure - footpaths 1,764,829 1,793,460 1,386,424
Other infrastructure - parks equipment 4685 437 4769028 4501580
Other infrastructure - landfill 1,091,178 1,142,988 1,088,562
Other infrastructure - marina 423,661 432,012 977,208
Other infrastructure - coastal 554 502 563,580 0
Right of use assets - plant and equipment 526,835 235,142 0
Rehabilitation asset 3,635,252 0 7,823,902

40,772,796 37,260,333 41,050,466

Revision of useful lives of plant and equipment

SIGNIFICANT ACCOUNTING POLICIES

Depreciation

The depreciable amount of all fixed assets including buildings
but excluding freehold land, are depreciated

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

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

An asset's carrying amount is written down immediately to its
recoverable amount if the asset's carrying amount is greater
than its estimated recoverable amount.

Gains and losses on disposals are determined by
comparing proceeds with the carrying amount. These
gains and losses are included in the statement of

comprehensive income in the period in which they arise.

Depreciation rates

Typical estimated useful lives for the different asset classes
for the current and prior years are included in the table below:

Asset Class

Buildings - non-specialised
Furniture and equipment
Flant and equipment
Computer equipment
Infrastructure - roads
Infrastructure - drainage
Infrastructure - footpaths
Infrastructure - parks hard
Infrastructure - landfill site
Infrastructure - marina

Right of use (plant and equipment)

Rehabilitation asset

Useful life

15 to 20 years
4 to 20 years

3 to 25 years

5 years

14 to 80 years
75 to 100 years
30 to 50 years
10 to 75 years
10 to B0 years
25 to 50 years
Based on the
remaining lease
Based on the
remaining life of
landfill

Depreciation on revaluation

When an item of land, buildings or infrastructure is

revalued, any accumulated depreciation at the date of

the revaluation is treated in one of the following ways:

(a) The gross carrying amount is adjusted in a manner
that is consistent with the revaluation of the carrying
amount of the asset. For example, the gross carrying
amount may be restated by reference to observable
market data or it may be restated proportionately to the
change in the carrying amount. The accumulated
depreciation at the date of the revaluation is adjusted
to equal the difference between the gross carrying
amount and the carrying amount of the asset after
taking into account accumulated impairment losses; or

(b) Eliminated against the gross carrying amount of the
asset and the net amount restated to the revalued
amount of the asset.

Amortisation

All intangible assets with a finite useful life, are amortised
on a straight-line basis over the individual asset’s useful life
from the time the asset is held for use.

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

Amortisation is included within Depreciation on non-current

assets in the Statement of Comprehensive Income and in
the note above.
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12.

(a)

LEASES

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.

Right of use assets -

plant and Right of use assets
equipment Total
$
On adoption of AASB 16 1 July 2019 1,132,354 1,132,354
Additions 103,468 103,468
Depreciation (expense) (526,835) (526,835)
Carrying amount at 30 June 2020 708,987 708,987
(b) Cash outflow from leases

Interest expense on lease liabilities (14,522) (14,522)
Lease principal expense (469,799) (469,799)
Total cash outflow from leases (484,321) (484,321)

SIGNIFICANT ACCOUNTING POLICIES

Leases

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

Under AASB 117, operating leases payments were
expensed as incurred. This has now ceased and is
replaced by both depreciation and interest charges

| 30
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FOR THE YEAR ENDED 30 JUNE 2020

13. INTANGIBLE ASSETS

(a) Rehabilitation Assets

Non-current
Rehabilitation asset
Less: Accumulated amortisation

Movements in carrying amounts of waste landfill
assets during the financial year are shown as
follows:

Carrying amount at beginning of period
Recognition (adjustment to) of Rehabilitation asset
Amortisation expense

Carrying amount at end of period

TOTAL INTANGIBLE ASSETS

SIGNIFICANT ACCOUNTING POLICIES
Rehabilitation assets

The City complies with the full provision method
for accounting provisions in respect of restoration,
rehabilitation and site monitoring costs. Charges
are made to expenses based on the estimated
costs of restoring, rehabilitating and monitoring
the landfill site. The rate charge is reviewed
annually and is based on an estimated cost per
tonne. The cost per tonne Is arrived at after taking
into account a standard engineering cost per cubic
metre of landfill, the density of the waste and the
most recent aerial surveys. Engineering rates
differ according to the nature of the obligation to
provide the service. The provision Is recorded at
the net present value of expected future costs
discounted using the applicable government bond

2020 2019
Actual Actual

$ $
35,559,444 36,657,822

(14,922 757) (11,287 503)
20,636,687 25,370,319
25,370,319 24 777,879
(1,098,378) 8,416,341
(3,635,252) (7,823,901)
20,636,687 25,370,319
20,636,687 25,370,319

rates.

The liability for estimated future capping
expenditure is provided for through a rehabiliation
provision on a phase-by-phase basis and is
discounted to its present value, with the inwinding
of the discount being charged to the statement of
comprehensive income within the amortisation
charge. The discounted present value of the future
capping expenditure is also capitalised as part of
the rehabilitation asset and is amortised on a
straight-line basis. Changes in estimates are
recognised propectively with corresponding
adjustments to the provision and associated
costs.
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14. REVALUATION SURPLUS

2020¢ 2020 2020 Total 2020 2019 2019° 2019 Total* 2019
Opening Revaluation Revaluation Movementon  Closing Opening  Revaluation Revaluation Movementon Closing
Balance Increment  (Decrement) Revaluation Balance Balance Increment  {Decrement) Revaluation Balance
5 5 5 $ 5 5 5 5 $ $

Revaluation surplus - Land - freehold land 107,394,794 0 0 0 107,394,794 107,394,794 0 0 0 107,394,794
Revaluation surplus - Buildings - non-specialised 22 B61.653 0 (557 365) (557 365) 22304288 22 BG16L3 0 0 0 22,861,653
Revaluation surplus - Infrastructure - roads 222,855,116 19,728,398 0 19,728,398 242,583,514 186,567,905 36,297 211 0 36297211 222855116
Revaluation surplus - Other infrastructure - drainage 155,248,018 25,401,669 0 25401669 180649687 153,149,879 2,098,139 0 2,098,139 155,248,018
Revaluation surplus - Other infrastructure - footpaths 45,483 973 0 (978.880) (978,880) 44505093 28334277 17149696 0 17,149,696 45483973
Revaluation surplus - Other infrastructure - parks equipment 22,452 479 0 (14.198.853) (14,198 853) 8253626 22452479 0 0 0 22452479
Revaluation surplus - Other infrastructure - landfill 2,698,696 0 0 0 2,598 696 2,598 696 0 0 0 2,598 696
,289, 343, 0 55,545,046 578,894,128

Movements on luation of land, buildings and infrastructure are not able to be reliably atiributed to a program as the assets were revalued by class as provided for by AASB 116 Aus 40.1.

*) Restated - refer note 33
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15. TRADE AND OTHER PAYABLES 2020 2019
$ $
(a) Current
Sundry creditors 9,571,568 8,697 242
Prepaid rates 1,994 546 0
ATO liabilities 220,797 (13,095)
Bonds and deposits held 3,133,085 3,497 269
Other prepaid income 431,662 597,052
15,351,658 12,778,468
(b) Non-Current
Non-Current Sundry Deposits & Bonds 884 565 2,441 341
884 565 2 441 341

SIGNIFICANT ACCOUNTING POLICIES

Trade and other payables Prepaid rates

Irade and other payables represent liabilities for goods Prepaid rates are, until the taxable event has occurred

and services provided to the City prior to the end of the (start of the next financial year), refundable at the request
financial year that are unpaid and arise when the City of the ratepayer. Rates received in advance are initially
becomes obliged to make future payments in respect recognised as a financial liability. When the taxable event
of the purchase of these goods and services. occurs, the financial liability is extinguished and the City
The amounts are unsecured, are recognised as a recognises revenue for the prepaid rates that have not been
current liability and are normally paid within 30 days of refunded

recognition
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16. CONTRACT LIABILITIES

2020 2019
$ $
Current
Contract liabilities from contracts with customers 713,380 0
713,380 0
Non-current
Contract liabilities from transfers for recognisable non financial assets 15,527,154 0
15,527,154 0
16,240,534 0
Performance obligations from contracts with customers
are expected to be recognised as revenue in accordance
with the following time bands:
Less than 1 year 713,380
1to 2 years 147,525
2 to 3 years 1,500,000
3 to 4 years 4 000,000
4 to 5 years 5,000,000
> 5 years 4 879,629
16,240,534

SIGNIFICANT ACCOUNTING POLICIES

Contract Liabilities

Contract liabilities represent the the City's abligation to
transfer goods or services to a customer for which the
City has received consideration from the customer.

With respect to transfers for recognisable non-financial
assets, contract liabilities represent performance
obligations which are not yet satisfied for developer
contributions received under the City's Town Planning
Scheme.

Contract liabilities are recognised as revenue when the
performance obligations in the contract are satisfied.
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17. LEASE LIABILITIES

{a) Lease Liabilities 2020 2018
5
Currint 421,881 o
Nan-current 344,141 o
() Movements in Carrying Amounts
30 June 2020 30 June 2020 30 June 2020 30 June 2020 30 June 2020 30 June 2020 30 June 2020 0 June 2019 30 June 2019 30 June 2019
Lease Actual Actual Actual Actual Actual Budget Budget Budget Budget Actual Actual Actual Actual
Lease Initerest Lease  Lease Principal New Lease Principal  Lease Principal  Lease lnterest  Lease Principal  Lease Principal  Lease Principal  Lease Interest  Lease Principal  Lease Principal  Lease Principal  Lease In
Purpose MNumber Institution Rate Term 1 July EHS Leases Repay (o] 1 July 7015 Re It Outstanding R it 1 July 2048 Repayment | i nt
3 11 3 3 11 L H 11 1] * 1 3
Govemance
Ciszo Metwork Switches EBND162320 Maia Financial PL 1.48% 45 Months 182 o 28,253 107,860 1818 ) 0 a o o a 0 o
Unified Communications System EBNO1680838 Maia Financial PL 1.45% 33 Menths 105,608 0 31,003 74,805 1,307 a o a o o a 0 o
Rack Mount Servers (5} EANO1683S3 Maia Financial PL 1.40% 18 Months 24.800 o 14,807 0,663 244 1] 0 Q ] 0 Q 0 0
VDI Servers (8) EBNO158752  Mala Finansial PL 1.40% 18 Menths 53,315 o 31,844 2148 24 0 0 a ] 0 a ] 0
SAM Equipment (2) EBMO1B0E32 Maia Finanzial PL 1.40% 18 Months. 120,058 ] 77085 52,003 1,268 o ] 1} o 1] 1} [] 1]
Pure Storage Shelfx 2 EBMND162820 Maia Financial PL 1.40% 18 Months o 103,458 64,840 38,827 a8 o 0 o o o o o o
Wifi Equipment EBMN0158843 Maia Financial PL 1.40% 21 Months 37381 o 23,913 13,479 342 o 0 Q o o Q o o
Firewall Equipment EGNO160950 Maia Financial PL 1.40% 21 Manths 11,118 o 6,878 4137 0 ) 0 a o o a 0 o
LAN Equipment EBNO15E8E0 Mala Financial PL 1.40% 21 Menths 42413 o 23783 18,850 427 o o a o 0 a 0 0
LAN Equipmant EBNO1BZTT Maia Finansial PL 140% 15 Manths 2.8 0 20,844 7.047 245 0 0 0 o [ 0 0 [
Multi Functional Devices (MFD's) - 41 EGMN0162022  Maia Finanzial PL 1.45% 4B Months 94,858 o 18,305 76,553 1217 [t} 1] 1} o 1] 1} ] 1]
Law, order, public safety
Multi Functional Devices (MFD's) - 41 E8MN0162022  Maia Financial PL 1.48% 48 Months 3,459 0 a73 2823 47 a 0 Q o o Q 0 o
Education and welfare
Multi Functional Devices (MFD's) - 1 EGNO1621668 Maia Financial PL 148 4B Menths 5082 o arr 4085 88 Q 0 a o o a 0 o
Easiflest 145% 31 Menths
Hyundai 130 Lease 8244107 Management - 11,808 ] 5708 8200 134 [t} 1] 1} o 1] 1} ] 1]
Multi Functional Devices (MFD's) - 41 EGMN0162022  Maia Financial PL. 1.45% 4B Months 2821 ] 5,060 21,181 353 o 0 [} 0 0 [} ] 0
Community amenities
Easifiest 140% 21 Menths

Ferd Ranger Vehicle Dual Cab Tray Managameni ) 18,577 o 0,435 7.003 70 a 0 ] o o ] 0 o
Multi Functional Devices (MFD's) - 4 EBN0162022  Maia Financial PL 1.45% 4B Months 5087 0 1,155 4832 B1 a 1} a o o a o o
Recreation and cultura
Health Club Equipment - Pin Loaded ESNO1387TE Maia Financial PL 1.45% 33 Months 48.402 ] 14,532 34,860 a1 o 0 [} 0 0 [} 0 0
Multi Functional Devices (MFD's) - 41 ESNO182022 Maia Financial PL 1.48% 4B Months 48.427 ] 0,345 39,082 852 o 1] Q o 0 Q ] 0
Other property and services
ALG Baltic Larninatar ESNO16207E Maia Financial PL 1.43% 27 Menths 8.634 0 2,528 4,308 B 0 0 a o o a o o
Shark Bartier Eco Shark Bamer pL |00 41 Menthe 281,568 0 70518 211,181 1845 0 0 0 0 0 0 0 0
Signage Frinter & Cutter ESNO160854 Maia Financial PL 1.40% 18 Manths 13.767 0 8.220 5, 135 1} 0 a 0 0 a 0 0

(% X 460,798 A5z [ ] [ [ 0 [
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CITY OF COCKBURN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

18. INFORMATION ON BORROWING §

{a) Borrowings 2020 2018
$ $
Current 3,228,983 4.770,080
Narn-current 18,171,527 19,183,523

19,398,510 23,933,582

{b) Reg Barrowin
30 June 2020 30 June 2020 30 June 2020 30 June 2020 30 June 2020 30 June 2020 30 June 2020 30 June 2019 30 June 2019 30 June 2019 30 June 2013
Actual Actual Actual Actual Actual Budget Budget Budget Budget Actual Actual Actual Actual Actual
Loan Interest Principal Principal Principal Interest Principal Principal Principal Interest Principal Principal Principal Principal Interest Principal
Number _Institution Rate 1 July 2018 rep. £ pay di 1July 2018 repayments  repayments  outstanding 1 July Z018  repay ij rep ts o di
Particulars $ 3 $ s S $ $ $ $ $ 5 $

Community amenities
Guarantes of borawings for SMRE

capital spend WATC varieus 8,433,683 1,408,043 &30,020 222,880 4,308,810 0 o 192,800 a

7. 783,800 1,403,840 (173,314) 287,601 5,433,683
Recreation and culture
To assist fund the Cockbum ARC
recreation facility 8 WATC 2.08% 17,500,000 2,600,000 a 817,808 16.000.000 17.500,000 2,800,000 817,825 16,000,000 20,000,000 2,500,000 [+] 782813 17,500,000
23,833,583 2,005,042 830,030 840,684 18.208.510 17.500,000 2,600,000 810,225 15,000,000 27,753,800 3.963.540 (172,314) 1,070,204 23,833,683
23,833,582 3,805,042 830,020 840,884 18.388.510 17.500,000 2,500,000 810,225 15,000,000 27,783,809 3.963.540 (173,314) 1,070,204 23,833,583
WA Traasury Corperation
| 36
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NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

18. INFORMATION ON BORROWINGS (Continued)

2020 2019
(¢} Undrawn Borrowing Facilities $ $

Credit Standby Arrangements
Bank overdraft limit
Bank overdraft at balance date
Credit card limit 300,000 250,000
Credit card balance at balance date !?B,T-'I?E (107,983)
Total amount of credit unused . 142,017
Loan facilities
Loan facilities - current 3,226,983 4,770,060
Loan facilities - non-current 16,171,527 19,163,523
Total facilities in use at balance date ,398, 933,
Unused loan facilities at balance date 0 0

SIGNIFICANT ACCOUNTING POLICIES

Financial liabilities

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

Non-derivative financial liabilities (excluding financial guarantees) are
subsequently measured at amortised cost. Gains or losses are

Borrowing costs

Borrowing costs are recognised as an expense when incurred except
where they are directly attributable to the acquisition, construction or
production of a qualifying asset. Where this is the case, they are
capitalised as part of the cost of the particular asset until such time
as the assel is substantially ready for its intended use or sale.

recognised in profit or loss.

Risk
Financial liabilities are derecognised where the related obligations are Information regarding exposure to risk can be found at Note 30,
discharged, cancelled or expired. The difference between the carrying
amount of the financial liability extinguished or transferred to another
party and the fair value of the consideration paid, including the transfer

of non-cash assets or liabilities assumed, is recognised in profit or loss.
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CITY OF COCKBURN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

19. EMPLOYEE RELATED PROVISIONS

(a) Employee Related Provisions Provision for Provision for
Annual Long Service
Leave Leave Total
$ $ $
Opening balance at 1 July 2019
Current provisions 4,085,015 3,043,055 7,128,070
Non-current provisions 0 1,931,719 1,931,719
4,085,015 4974774 9,059,789
Additional provision 3,542,206 1,121,213 4,663,418
Amounts used (2,817,633) (858,693) (3,676,325)
Balance at 30 June 2020 4,809,588 5,237,294 10,046,882
Comprises
Current 4,809,588 3,144 114 7,953,702
Non-current 0 2,093,180 2,093,180
4,809,588 5,237,294 10,046,882
2020 2019
Amounts are expected to be settled on the following basis: $ $
Less than 12 months after the reporting date 4,076,872 3,676,325
More than 12 months from reporting date 5,970,010 5,383,464

10,046,882 9,059,789

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 occur to impact on these historical trends.

SIGNIFICANT ACCOUNTING POLICIES
Employee benefits

Short-term employee benefits Other long-term employee benefits (Continued)

Provision is made for the City's obligations for short-term Any remeasurements for changes in assumptions of

employee benefits. Short-term employee benefits are obligations for other long-term employee benefits are

benefits (other than termination benefits) that are expected recognised in profit or loss in the periods in which the

to be settled wholly before 12 months after the end of the changes occur.

annual reporting period in which the employees render the

related service, including wages, salaries and sick leave The City's obligations for long-term employee benefits are

Short-term employee benefits are measured at the presented as non-current provisions in its statement of

(undiscounted) amounts expected to be paid when the financial position, except where the City does not have an

obligation is settled. unconditional right to defer settlement for at least 12 months
after the end of the reporting period, in which case the

The City’s obligations for short-term employee benefits obligations are presented as current provisions.

such as wages, salaries and sick leave are recognised as

a part of current trade and other payables in the statement Provisions

of financial position Provisions are recognised when the City has a present
legal or constructive obligation, as a result of past events,

Other long-term employee benefits for which it is probable that an outflow of economic benefits

The City’s obligations for employees’ annual leave and long will result and that outflow can be reliably measured.

service leave entitlements are recognised as provisions

in the statement of financial position. Provisions are measured using the best estimate of the
amounts required to settle the obligation at the end of the

Long-term employee benefits are measured at the present reporting period

value of the expected future payments to be made to
employees. Expected future payments incorporate
anticipated future wage and salary levels, durations of
service and employee departures and are discounted at
rates determined by reference to market yields at the end
of the reporting period on government bonds that have
maturity dates that approximate the terms of the obligations.
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20. OTHER PROVISIONS
Provision for
Remediation

Costs Total
$ $
Opening balance at 1 July 2019
Current provisions 5,171,553 5,171,553
Non-current provisions 31,644 203 31,644,203

36,815,756 36,815,756

Provision taken up (4,431,902) (4,431,902)
Balance at 30 June 2020 32,383,854 32,383,854

Comprises

Current 800,000 800,000

Non-current 31,583,854 31,583,854
32,383,854 32,383,854

Provision for remediation costs

Under the licence for the operation of the Henderson Waste Recovery Park, the City
has a legal obligation to restore the site.

A provision for remediation is recognised when:

- there is a present obligation as a result of waste activities undertaken;

- it is probable that an outflow of economic benefits will be required to settle the
obligation; and

- the amount of the provision can be measured reliably.

The estimated future obligations include the costs of restoring the affected areas and
continued monitoring of the site.

The provision for future remediation costs is the best estimate of the present value of
the expenditure required to settle the remediation obligation at the reporting date.
Future remediation costs are reviewed annually and any changes in the estimate are
reflected in the present value of the remediation provision at each reporting date.

Amounts which are expected to be paid out within 12 months ot the reporting date
are classified as current. Exact timing of payment of non-current obligations is unable
to be reliably estimated as it is dependent on the remaining life of the waste facility.
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NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

21. 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 5,133,910 135,740,427 7,586,674
Reconciliation of Net Cash Provided By
Operating Activities to Net Result
Net result 23,261,647 17,479,763 31,619,513
Non-cash flows in Net result:
Adjustments to fair value of financial assets at fair
value through profit and loss (2,305) 0 (16,403)
Adjusted share former associates loan liabilities (630,030) 0] 0
Depreciation on non-current assets 40,772,796 34,853,615 41,050,466
(Profit)/loss on sale of asset (1,263,935) 590,592 (1,816,481)
Impairment of Investment in Associate 675,004 0 881,985
Changes in assets and liabilities:
(Increase)/decrease in receivables (331,966) 0 (2,953,706)
(Increase)/decrease in other assets (831,899) 0 0
(Increase)/decrease in inventories 2,228 0 2,265
Increase/(decrease) in payables 2,937,374 386,201 (966,709)
Increase/(decrease) in provisions (2,346,431) 0 137,200
Increase/(decrease) in contract liabilities (1,444 907) 0 0
Non-operating grants, subsidies and contributions (25,604 896) (12,288,933) (29,578,002)
Net cash from operating activities 35,192,681 41,021,238 38,360,129
40
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NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

FOR THE YEAR ENDED 30 JUNE 2020

22. TOTAL ASSETS CLASSIFIED BY FUNCTION AND ACTIVITY

Governance

General purpose funding
Law, order, public safety

Health

Education and welfare
Community amenities
Recreation and culture

Transport
Economic services

Other property and services

*) Restated - refer note 33

2020 2019*
$ $
60,702,648 60,843,748
59,904,395 49,757,859
1,368,088 1,552,132
735,495 795,944
3,351,011 3,428,956
53,577,141 57,465,789
119,858,025 130,208,468
740,070,676 697,604,479
2,030,994 1,959,656
373,380,713 366,348,792

1,414,980,086

1,369,965,823
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23. CONTINGENT LIABILITIES

(A) Claim for Injurious Affection - land at 870 North Lake Rd

The owners of 870 North Lake Rd (Otago Pty Ltd) have made application to the State Administrative
Tribunal (SAT) for an order, under s176(1) of the PD Act, claiming that their land is injuriously affected to
the value of $3,932 535 by the City's Local Planning Scheme No_3, including by operation of Development
Area Structure Plan. The City disagrees and argues strongly that the land is not injuriously affected.
Proceedings for determination of the application were stalled in SAT, awaiting the decision of the Court of
Appeal on a similar matter (Scutti v City of Wanneroo). The Court of Appeal handed down its decision,
which did not go in favour of the City of Wanneroo. However, the City's legal position is that the decision's
application is very limited and not necessarily applicable to the Otego matter.

The matter has been heard by the SAT and the City is awaiting notice of the decision to be handed down
No amount in relation to the above matter has been recognised as at 30 June 2020.
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24. CAPITAL AND LEASING COMMITMENTS 2020 2019

(a) Capital Expenditure Commitments

Contracted for:

- capital expenditure projects 10,383,413 6,632,793

- land acquisition - Cockburn Coast Oval (see note 31) 9,433,304 0

- plant & equipment purchases 1,124,349 1,938,529
20,941,066 8,571,322

Payable:

- not later than one year 11,507,762 8,571,322

- later than five years 9,433,304 0
20,941,066 8,571,322

(b) Other Lease Commitments

Non-cancellable leases contracted for but not
capitalised in the accounts (short term and low
value leases).

2020 2019

Payable: $ $
- not later than one year 35,968 742,015
- later than one year but not later than five years 0 724,912

35,968 1,466,927
SIGNIFICANT ACCOUNTING POLICIES
Leases Leases (Continued)
Leases of fixed assets where substantially all the Leased assets are depreciated on a straight
risks and benefits incidental to the ownership of line basis over the shorter of their estimated
the asset, but not legal ownership, are transferred useful lives or the lease term.
to the City, are classified as finance leases.
Finance leases are capitalised recording an asset Lease incentives under operating leases are
and a liability at the lower of the fair value of the recognised as a liability and amortised on a
leased property or the present value of the straight line basis over the life of the lease term.

minimum lease payments, including any
guaranteed residual values. Lease payments
are allocated between the reduction of the lease
liability and the lease interest expense for the
period.
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25. RELATED PARTY TRANSACTIONS

Elected Members Remuneration

2020 2020 2019

The following fees, expenses and allowances were Actual Budget Actual
paid to council members and/or the Mayor. $ $ $
Meeting fees 332,550 332,618 329,322
Deputy Mayor's allowance
Travelling expenses 4119 10,000 4 985
Telecommunications allowance 40,331 35,000 41,190

489,191 489,809 486,613

Key Management Personnel (KMP) Compensation Disclosure

2020 2019
The total of remuneration paid to KMP of the Actual Actual
City during the year are as follows: $ $
Short-term employee benefits 1,632,358 1,314,040
Post-employment benefits 169,127 112,078
Other long-term benefits 496,982 421,862
Termination benefits 350,771

2,649,238 1,847,980

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-employment benefits
These amounts are the current-year's estimated cost of providing for the City's superannuation

contributions made during the year.

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

Termination benefits
These amounts represent termination benefits paid to KMP

44
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25. RELATED PARTY TRANSACTIONS (Continued)

Transactions with related parties

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

2020 2019
The following transactions occurred with related parties: Actual Actual
$ $

Waste disposal payments made to Southern
Metropolitan Regional Council (SMRC) # 1,408,632 5,980,280

# The City's investment in the SMRC came to an end effective 1 July 2019
Related Parties

The City'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.

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

ili. Entities subject to significant influence by the City
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.

45
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26. INVESTMENT IN ASSOCIATE AND JOINT ARRANGEMENTS

2020 2019
$ $
(a) Carrying amount of investment in associate
Current assets 0 96,077
Non current assels 0 578,926
Total assets 0 675,004
Total liabilities 0 0
Net assets 0 675,004
Net decrease in share of associate entity's net assets (675,004) (881,985)
- Share of associates profit/(loss) from ordinary activities
- Share of associates other comprehensive income arising
during the period 0 (881,985)
- Share of associates total comprehensive income arising
during the period 0 (881,985)
Carrying amount at beginning of period 675,004 1,556,989
Impairment of investment (675,004) (881,985)
Carrying amount at end of period 0 675,004
46
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27. INVESTMENT IN ASSOCIATES - SMRC

The City was previously a member of the Southern Metropolitan Regional Council (SMRC), a regional local
government established in 1991 pursuant to the Local Government Act with a membership of five local governments.
Council determined to withdraw from the SMRC establishment agreement, which became effective after 30 June 2019
(i.e. 1 July 2019). At reporting date, the City had no equity interest in the assets of the SMRC.

City of Cockburn's withdrawal from the SMRC and all associated projects

The City withdrew from the Regional Resource Recovery Centre (RRRC) Project Participants’ Agreement, which
became effective after 30 June 2017. At reporting date, the City had no equity interest in the assets of the RRRC.
However, the City has recognised a liability for its share of the project's borrowings for which it has guaranteed (refer
note 18b). The full repayment of all associated borrowings (expected June 2023) will trigger an equity share in the
RRRC's remaining assets at that time (being those acquired through the borrowings). It is the City's position that any
value remaining in those assets will be immaterial at that time and accordingly no asset has been recognised.

The City withdrew from the Office Accommodation Project Participant's Agreement, which became effective after 30

June 2019 (i.e. 1 July 2019). At reporting date, the City had no equity interest in the assets of the Office
Accommeodation Project and no liability for related borrowings.

SIGNIFICANT ACCOUNTING POLICIES
Investment in associates

An associate is an entity over which the City has
significant influence. Significant influence is the power
to participate in the financial operating policy
decisions of that entity but is not control or joint control
of those policies. Investments in associates are
accounted for in the financial statements by applying
the equity method of accounting, whereby the
investment is initially recognised at cost and adjusted
thereafter for the post-acquisition change in the

City’s share of net assets of the associate. In addition,
the City’s share of the profit or loss of the associate Is
included in the City's profit or loss.

The carrying amount of the investment includes, where
applicable, goodwill relating to the associate. Any
discount on acquisition, whereby the City's share of the
net fair value of the associate exceeds the cost of
investment, is recognised in profit or loss in the period
in which the investment is acquired

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Investment in associates (Continued)

Profits and losses resulting from transactions between
the City and the associate are eliminated to the extent
of the City’s interest in the associate. When the City's
share of losses in an associate equals or exceeds its
interest in the associate, the City discontinues
recognising its share of further losses unless it has
incurred legal or constructive obligations or made
payments on behalf of the associate. When the
assoclate subsequently makes profits, the City will
resume recognising its share of those profits once its
share of the profits equals the share of the losses not
recognised.
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28. RATING INFORMATION

(a) General Rates

2019120 2019/20 2019/20 2019/20 2019/20 2019/20 2019/20 2019/20 2019/20 2018/19
Revised Revised Revised Revised
Number Actual Actual Actual Actual Actual Budget Budget Budget Budget Actual
RATE TYPE Rate in of Rateable Rate Interim Back Total Rate Interim Back Total Total
Differential general rate / general rate $ Properties Value Revenue Rates Rates Revenue Revenue Rate Rate Revenue Revenue
$ $ $ $ $ $ $ $ $ $
Gross rental valuations
Improved Commercial/industrial 0.07978 2630 342,089,093 27,291,868 543,225 27,835,093 27,291,868 420,199 0 27712067 26,465,041
Improved Commercial - Caravan Park 0.11081 2 1,778,244 197,047 197,047 197,047 b] 0 197,047 186,253
Improved Residential 0.076 31,282 716,532,625 54,456,480 1,059,102 565,515,582 54,456,480 1,207,470 0 55,663,950 53,263,659
Vacant 0.08993 1.478 38,149,740 3,430,806 74,050 3,504,856 3,430,806 0 0 3,430,806 3,486,700
Unimproved valuations
Rural Vacant Land 0.00413 53 70,814,000 292 462 (9,840) 282,622 292,462 0 0 292,462 288,660
Rural General 0.00268 94 76,790,000 205.797 (71.795) 134,002 205.797 0 0 206,797 451,129
Sub-Total 35539 1,246,153,702 85874460 1,594,742 0 87,469,202 85,874,460 1627669 0 87,502,129 84,141,442
Minimum payment
Gross rental valuations
Improved Commercial/industrial 786 207 1,622,016 162,702 162,702 162,702 0 0 162,702 160,368
Improved Commercial - Caravan Park 786 0 0 0 0 [} 0 0 0
Improved Residential 1,353 12,681 202,059,676 17,157,393 17,157,393 17,157,393 0 0 17,157,393 16,481,808
Vacant 755 1,331 8,879,693 1,004,905 1,004,905 1,004,905 0 0 1,004,905 1,071,486
Unimproved valuations
Rural Vacant Land 958 3 273,000 2,874 2,874 2,874 0 0 2,874 940
Rural General 958 8 911,995 7 E64 7,664 7.664 0 0 7,664 13,160
Sub-Total 14,230 213,746,380 18,335,538 0 0 18335538 18,335,538 8] 18,335,538 17,727,762
49,769 1,459,900,082 104,209,998 1,594,742 0 105,804,740 104,209,998 1,627,669 0 105,837,667 101,869,204
105,804,740 106,837,667 101,869,204
Concessions (Note 28(c)) (1,996,588) (1,957.667) (1,909,309)
Ex-gratia rates 3,885,848 4,000,000 3,659,170
Prepaid rates (2,057,533) (2,057,532) 32,250
Total amount raised from general rate 105,636,468 105,822,468 103,651,315
Specified Area Rate (Note 28(b)) 586,971 595,000 531,685
Totals 106,223,439 106,417 468 104,183,000

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. Rales received in advance are
initially recognised as a financial liability. When the taxable even occurs, the
financial liability is extinguished and the City recognises revenue for the prepaid
rates that have not been refunded.
| 48
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28. RATING INFORMATION (Continued)

(b} Specified Area Rate

2019/20 2019/20 2019/20 2019/20 2019/20 2019/20 2019/20 2019/20 2019/20 2018/19
Total Revised Revised Revised
Basis Rate Actual Actual Interim Back Specified Area Budget Budget Budget Total Total
Revised
of in Rateable Rate Rate Rate Rate Rate Back Rate Interim Rate Budget Actual
Specified Area Rate Valuation $ Value Revenue Revenue Revenue Revenue Revenue Revenue Revenue Revenue Revenue
$ $ $ $ L $ $ $ H $
Port Coogee Special
Maintenance GRV 0.013 32,777,720 415,556 25,792 0 441,348 440,000 0 0 440,000 399,283
Port Coogee \Waterways GRV 0.013 3,953,220 50,119 6,711 0 56,830 60,000 0 0 60,000 49,150
Cockburn Coast Maintenance GRV 0013 1,655,420 20,987 3.771 0 24,758 30,000 o] ] 30,000 19,216
Specified Area Rates - Bibra
Lake Sewer Stage 1 GRV 0.020 3,169,408 64,035 0 0 64,035 65,000 0 0 65,000 64,036
41,555,768 550,697 36,274 0 586,971 595,000 0 0 595,000 531,685
2019/20 2019/20 2019/20 2019/20 2019/20 2019/20
Revised Revised Revised
Actual Actual Actual Budget Budget Budget
Rate Rate Reserve Rate Rate Reserve
Arealproperties Applied Set Aside Applied to Applied Set Aside Applied
Specified Area Rate Purpose of the rate Rate Imposed to Costs to Reserve Costs to Costs to Reserve to Costs
5 $ $ $ $ S
Properties in the Port
Specialised maintenance of the Coogee locality which
Port Coogee Special Paort Coogee Development are connected to the
Maintenance scheme scheme 283,725 157,623 0 206,833 193,167 206,320
Properties in the Port
Specialised maintenance of the Coogee locality which
Port Coogee waterways and are connected with the
Port Coogee \Waterways associated infrastruclure assels  waterways. 50,000 6,830 0 0 60,000 0
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28. RATING INFORMATION (Continued)

2019/20 2019/20 2019/20 2019/20 2019/20 2019/20
Revised Revised Revised
Actual Actual Actual Budget Budget Budget
Rate Rate Reserve Rate Rate Reserve
Arealproperties Applied Set Aside Applied to Applied Set Aside Applied
Specified Area Rate Purpose of the rate Rate Imposed to Costs to Reserve Costs to Costs to Reserve to Costs
S $ $ $ $ ]
Speciliased maintenance of parks
and public areas (including
custom street lighting) as perthe  Properties in the
standard agreed to between the  Cockburn Coast
Cockburn Coast Maintenance City and the Developer Development area. 16,558 8,200 8,887 21,113 0
Properties within the
Bibra Lake southern
industrial area from
Construction of the Bibra Lake MNewton Street
Sewer Stage 1 sewerage works as Waslewater Pumping
Gazelted under the Health Station, Spearwood to
Specified Area Rates - Bibra (Miscellaneous Provisions) Act the City of Cockburn
Lake Sewer Stage 1 1911. Operations Centre. 64,035 0 64,035 0 654,035
414,318 172,653 279,755 274,280 270,355
(c) Discounts, Incentives, Concessions, & Write-offs
Waivers or Concessions
Rate or Fee and
Charge to which
the Waiver or 2020 2020 2019
Concession is Granted Type Discount Discount Actual Budget Actual
% $ $ $ $
Residential Improved Concession scaled 1,957,667 1,996,588 1,957,667 1,909,309
1,996,588 1.957 667 1,909,309
Total discounts/concessions (Note 28(a)) 1,996,588 1,957 667 1,909,309

Rate or Fee and
Charge to which

the Waiver or
Concession is Granted

Circumstances in which

the Waiver or Concession is
Granted and to whom it was
available

Objects of the Waiver

or Concession

Reasons for the Waiver
or Concession

Residential Improved

High GRV residential property concession

To ensure year on year rates increases for all
GRV residential improved properties do not
exceed council's adopted annual increase

This concession is necessary as fixed
waste and security charges were previously
incorporated into general rates adversely
impacting high GRV properties.
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CITY OF COCKBURN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

28. RATING INFORMATION (Continued)

(d) Interest Charges & Instalments

Instalment Instalment Unpaid Rates
Date Plan Plan Interest
Instalment Options Due Admin Charge Interest Rate Rate
$ %o %o
Option One
Single full payment 23/08/2019 0.00 0.00% 7.00%
Option Three
First instalment 23/08/2019 0.00 3.50% 7.00%
Second instalment 25/10/2019 5.00 3.50% 7.00%
Third instalment 3/01/2020 500 3.50% 7.00%
Fourth instalment 6/03/2020 5.00 3.50% 7.00%
2020 2020 2019
Actual Budget Actual
$ $ $
Interest on unpaid rates 212,276 200,000 246 497
Interest on unpaid ESL Levy 37,100 40,000 35,031
Interest on instalment plan 511,077 480,000 462,329
Charges on instalment plan 218,818 227,000 226,474
979,271 947,000 970,331

As a result of the state of emergency which has arisen due to the COVID-19 pandemic,
the City froze penalty interest on rates from 1 April 2020
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CITY OF COCKBURN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

29. RATE SETTING STATEMENT INFORMATION

2019/20
2019/20 Budget 2019/20 201819
(30 June 2020 (30 June 2020 (1 July 2019 (30 June 2019
Carried Carried Brought Carried
Note Forward) Forward) Forward) 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 within the Rate Sefting
Statement in accordance with Financial Management Reguiation 32.
Adjustments to operating activities
Less: Profit on asset disposals 11(a) (1,523,132) 0 (2,789,916) (2,789,9186)
Less: Movement in liabilities associated with restricted cash (2,158,287) 1] 173,315 173,315
Less: Interest Expense - Provision for Site Rehabilitation 0 0 (168,821) (168.821)
Less: Fair value adjustments to financial assets at fair value through profit
and loss 42,668 o] (16,403) (16,403)
Movement in pensioner deferred rates (non-current) (343,616) 0 (60,031) (60,031)
IMovement in employee benefit provisions (non-current) 161,461 0 (91,101) (91,101)
IMovement in other provisions (non-current) (60,349) 0 (5171.553) (5.171.553)
Add: Loss on disposal of assets 11(a) 259 197 590,592 973,437 973 437
Add: Depreciation on non-current assets 11(b) 40,772,796 34,853,615 41,050,466 41,050,466
Non cash amounts excluded from operating activities 37,150,738 35,444 207 33,899,393 33,899,393
(b) Surplus/(deficit) after imposition of general rates
The following current assets and liabilities have been excluded
from the net current assets used in the Rate Setting Statement
in accordance with Financial Management Regulation 32 1o
agree to the surplus/(deficit) after imposition of general rates
Adjustments to net current assets
Less: Reserves - cash/financial asset backed 4 (149,783,094) (127,822,154) (142,586,242) (142,586,242)
Less: Current assets not expected to be received at end of year
- Bonds and deposits (884,5656) 0 (2,441,341) (2.441,341)
Add: Current liabilities not expected to be cleared at end of year
- Current portion of borrowings 18(a) 3,226,983 1] 4,770,060 4,770,060
- Financial assets - restricted - non current 951,228 1,000,000 1,000,894 1,000,894
- Current portion of lease liabilities 421,881 0 0 0
Total adjustments to net current assets (146,067 ,567) (126,822,154) (139,256,629) (139,256,629)
Net current assets used in the Rate Setting Statement
Tolal current assets 186,706,221 140,689,726 176,340,964 176,340,964
Less: Total current liabilities (28,467,604) (13,754,801) (29.848.151)  (29,848,151)
Less: Total adjustments to net current assets (146,067 567) (126822 154) (135,256,629) (139,256 ,629)
Net current assets used in the Rate Setting Statement 12,171,050 12,771 7,236,184 7,236,184
(c) Adjustments to current assets and liabilities at 1 July 2019
on application of new accounting standards
Total current assets at 30 June 2019 176,340,964
- Contract assets 32(a) 0
Total current assets at 1 July 2019 176,340,964
Total current liabilities at 30 June 2019 (29,848,151)
Total current liabilities at 1 July 2018 (29.848,151)
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CITY OF COCKBURN

NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

FOR THE YEAR ENDED 30 JUNE 2020

30. FINANCIAL RISK MANAGEMENT

This note explains the City's exposure to financial risks and how these risks could affect the City’s future financial
performance.
Risk

Exposure arising from Measurement Management

Long term borrowings at variable Sensitivity

Market risk - interest rate Utilise fixed interest rate borrowings

rates analysis
Credit risk Cash and cash equivalents, trade Aging analysis  Diversification of bank deposits,
reditris receivables, financial assets and Credit analysis  credit limits. Investment policy
Liquidity risk Borrowings and other liabilities Rolling cash Awvailability of committed credit lines

flow forecasts  and borrowing facilities

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

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

management policy and provide policies on specific areas such as investment policy

(a) Interest rate risk

Cash and cash equivalents

The City's main objective is to maximise its return on cash and investments whilst maintaining an adequate level of liquidity and
preserving capital. The finance area manages the cash and investments portfolio with the assistance of independent advisers.
Cash and investments are subject to interest rate risk — the risk that movements in interest rates could affect returns.

Excess cash and cash equivalents are invested in fixed interest rate term deposits which do not expose the City to cash

flow interest rate risk. Cash and cash equivalents required for working capital are held in variable interest rate accounts

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

are reflected in the table below.

Weighted
Average Carrying Fixed Variable Non Interest
Interest Rate Amounts Interest Rate Interest Rate Bearing
$ $ $ $
2020
Cash and cash equivalents 0.25% 5,133,910 0 5,133,910 0
Financial assets at amortised cost - term
deposits 1.52% 169,400,000 169,400,000 0 0
2019
Cash and cash equivalents 0.25% 7,586,674 0 7,586,674 0
Financial assets at amortised cost 2 68% 157,400,000 157,400,000 0 0
Sensitivity
Profit or loss Is sensitive to higher/lower interest income from cash and cash equivalents as a result of changes in
interest rates. 2020 2019
$ $
Impact of a 1% movement in interest rates on profit and loss and equity* 51,339 75,867
* Holding all other variables constant
Borrowings
Borrowings are subject to interest rate risk - the risk that movements in interest rates could adversely affect funding costs.
The City 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 City does not consider there to be any significant interest rate risk in relation to
borrowings.
Details of interest rates applicable to each borrowing may be found at Note 18(b).
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CITY OF COCKBURN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

30. FINANCIAL RISK MANAGEMENT (Continued)

(b) Credit risk

Trade and Other Receivables

Council’'s major receivables comprise rates and annual charges and user charges and fees. The major risk associated with these
receivables is credit risk — the risk that the debts may not be repaid. Council 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 Council to recover these debts as a secured charge over the
land — that is, the land can be sold to recover the debt. Council 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 City 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.

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 losses experienced within this period, there is no expected credit loss.

Historical credit loss rates are adjusted If necessary to reflect current and forward-looking information on macroeconomic factors.
Council carries out credit checks on most non-rate debtors and has made no provision for expected credit loss.

There are no material receivables that have been subject to a re-negotiation of repayment terms.
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CITY OF COCKBURN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

30. 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. Council manages this risk by monitoring its cash flow
requirements and liquidity levels and maintaining an adequate cash buffer.

The contractual undiscounted cash flows of the City’s payables and borrowings are set out in the

liquidity table below. Balances due within 12 months equal their carrying balances, as the impact

of discounting is not significant.

Due Due Due Total

within between after contractual Carrying

1 year 1 & 5 years 5 years cash flows values
2020 $ $ $ $ $
Payables 12,209,903 0 0 12,209,903 15,351,658
Borrowings 3,905,043 6,171,527 10,000,000 20,076,570 19,398,510
Contract liabilities 713,380 10,647,525 4,879,629 16,240,534 16,240,534
Lease liabilities 421,881 344 141 0 766,022 766,022

17,250,207 17,163,193 14,879,629 49,293,029 51,756,724

019
Payables 9,281,200 0 0 9,281,200 12,778,468
Borrowings 4,770,060 6,663,523 12,500,000 23,933,583 23,933,583

14051260 6663523 12500000 33,214,783 36,712,051
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CITY OF COCKBURN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

31. EVENTS OCCURRING AFTER THE END OF THE REPORTING PERIOD
The land acquisition transaction for Cockburn Coast Oval settled on the 9 October 2020 between the City and
Development WA for the contracted sum of $9,433,304 (ex GST). A special condition contained in the Contract of
Sale allows for the City to pay the outstanding purchase price up to 30 June 2026, which will be subject to annual CPI
indexing and any applicable offset credits for monies payable by Development WA under the Developer Contribution
Plan for Community Infrastructure (DCA 13).
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CITY OF COCKBURN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

32. INITIAL APPLICATION OF AUSTRALIAN ACCOUNTING STANDARDS

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

The City adopted AASB 15 Revenue from Contracts with Customers (issued December 2014) on 1 July 2019 resulting in changes in

accounting policies. In accordance with the transition provisions AASE 15, the City adopted the new rules retrospectively with the

cumulative effect of initially applying these rules recognised on 1 July 2019, In applying AASB 15, under the specific transition provisions chosen,
the City will not restate comparatives for prior reporting periods.

(a) AASE 1058: Income For Not-For-Profit Entities

The City adopted AASB 1058 Income for Not-for-Profit Entities (issued December 2016) on 1 July 2019 which will result in changes

in accounting policies. In accordance with the transition provisions AASBE 1058, the City adopled the new rules retrospectively with the
cumulative effect of initially applying AASB 1058 recognised at 1 July 2019. Comparative information for prior reporting periods was
not restated in accordance with AASB 1058 transition requirements.

In applying AASE 1058 retrospectively with the cumulative effect of initially applying the Standard on 1 July 2019 changes occurred
to the following financial statement line items by application of AASB 1058 as compared to AASE 118 Revenue and AASE 1004
Contributions before the change:

AASB 118 and

AASB 1004 AASB 1058
carrying amount carrying amount
Note 30 June 2019 Adjustment 01 July 2019
$ $ $
Contract liabilities - current
Contract liabilities from transfers for recognisable non financial assets 16 0 (17,685,441) (17.,685,441)
Adjustment to retained surplus from adoption of AASE 1058 34(b) (17.685,441)

Assets that were acquired for consideration, that were significantly less than fair value principally to enable the City 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.
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CITY OF COCKBURN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

FOR THE YEAR ENDED 30 JUNE 2020
32. 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 AASB 118 and 1004 and related Interpretations that were in effect before the change.

2020 2020
$ $

Adjustment due
As reported to application of Compared to
under AASB 15 AASB 15 and AASE 118 and

Note and AASB 1058 AASB 1058 AASB 1004
Statement of Comprehensive Income
Revenue
Rates 28(a) 106,223,439 1,994,546 108,217,985
Operating grants, subsidies and contributions 2(a) 13,724,805 16,240,534 29,965,339
Fees and charges 2(a) 27,357,438 0 27,357,438
Non-operating grants, subsidies and contributions 2(a) 25,604,896 0 25,604,896
Net result 23,261,647 18,235,080 41,496,727
Statement of Financial Position
Trade and other payables 15 15,351,658 (1,994,546) 13,367,112
Contract liabilities 16 16,240,534 (16,240,534) 0
Net assets 1,319,908.062 18,235,080 1,338,143,142
Statement of Changes in Equity
Net result 23,261,647 18,235,080 41,496,727
Retained surplus 561,835,270 18,235,080 580,070,350

Refer to Note 2(a) for new revenue recognition accounting policies as a result of the application of AASB 15 and AASE 1058,

(b) AASB 16: Leases
The City adopted AASB 16 retrospectively from 1 July 2019 which resulted in changes in accounting policies. In accordance with
the transition provisions of AASB 16, the City has appplied this Standard to its leases retrospectively, with the cumulative effect of initially
applying AASB16 recognised on 1 July 2019. In applying AASB 16, under the specific transition provisions chosen, the City will not
restate comparatives for prior reporting periods

Note 2020
$
Operating lease commitments at 30 June 2019 applying AAS 117 1,466,927
Discount applied using incremental borrowing rate (334,573)
Lease liability recognised as 1 July 2019 discounted using the City's various 17(b) 1,132,354
incremental borrowing rate as per Note 17
Right-of-use assets recognised at 1 July 2019 12(a) 1,132,354

In applying AASB 16 for the first time, the City will use the following practical expedient permitted by the standard.

- The exclusion of initial direct costs from the measurement of the right-of-use asset at the date of initial application.

- apply a single discount rate to a portfolio of leases with reasonably similar characteristics.

- elect not to apply the requirements to leases for which the lease term ends within 12 months of the date of transition to AASB.
- elect not to apply the requirements to leases for which the underlying asset is of low value

- use hindsight, such as in determining the lease term if the contract contains options to extend or terminate the lease

58

74 of 121
Document Set ID: 10011814
Version: 4, Version Date: 24/04/2(22




SASFC 26/11/2020 ltem 10.1 Attachment 1

CITY OF COCKBURN
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

33. PRIOR YEAR RESTATEMENT

During the year ended 30 June 2020, the following misstaternent was identified relating to the prior year financial period. The
misstatement has been corrected by restating each of the affected financial statement line items for the prior period. The misstatement
has had no impact on the Statement of Cash Flows for the year ended 30 June 2019 or Statement of Financial Position as at

1 July 2018, and is set out below:

- The fair value of Infrastructure - Roads was not correctly determined at 30 June 2019 due to an error in the determination of the
revaluation increment for the year ended 30 June 2019. As a consequence, the City has determined that Infrastructure — Roads, net of
accumulated depreciation, was understated by $34,254,714 and that the revaluation increment recorded in other comprehensive income
was understated for the year ended 30 June 2019 by $34,254 714

- As a result of this prior period restatement, the City’s Asset Consumption Ratio increased from 0.69 to 0.71 for the year

ended 30 June 2019

Increase/ 30 June 2019
Statement of Financial Position 30 June 2019 (Decrease) (Restated)
(Extract) $ $ $
Infrastructure 795,402,490 34,254,714 820,657,204
Total non-current assets 1,159,370 144 34,254 714 1,193,624 858
Total assets 1,335,711,109 34,254,714 1,369,965 823
Net assets 1.250,682,172 34,254,714 1,284,936,886
Revaluation Surplus (544,640,014) (34,254,714) (578,894,728)
Total equity (1,250,682,172) (34,254,714)  (1,284.936,886)

Increase/ 2019

Statement of Comprehensive Income 2019 (Decrease) (Restated)
(Extract) $ $ $
Net result for the period 31,619,513 0] 31,619,513
Changes in asset revaluation surplus 21,290,331 34,254 714 55,645,045
Total other comprehensive income for the period 21,290,331 34,254,714 55,545,045
Total comprehensive income for the period 52,909,844 34,254 714 87 164 558
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NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

34. CHANGE IN ACCOUNTING POLICIES
(a) Change in Accounting Policies due to regulation changes

Effective & November 2020, Local Government (Financial Management) Regulation 16 was deleted and Local Government (Financial Management)
Regulation 17A was amended with retrospective application. The changes were effective for financial years ending on or after 30 June 2020 so are
required to be applied retrospectively with cumulative effect applied initially on 1 July 2019
No adjustments were required to be made to the amounts recognised in the statement of financial position at the date of initial application
Also, following changes to Local Government (Financial Management) Regulation 17A, plant and equipment type assets (being plant and
equipment and furniture and equipment) are to be measured under the cost model, rather than at fair value. This change is effective from
1 July 2019 and represents a change in accounting policy. Revaluations carried out previously ar during the year were not reversed as it was

deemed fair value approximates cost at the date of the change.

(b

Changes in equity due to change in accounting policies

The impact on the City's opening retained surplus due to the adoption of AASB 15 and AASE 1058 as at 1 July 2019 was as follows:

Note Adjustments 2019
$
Retained surplus - 30 June 2019 563,455,916
Adjustment to retained surplus from adoption of AASE 1058 32(a) (17,685,441) (17,685,441)
Retained surplus - 1 July 2019 (17.685,441) 545,770,475

There was no impact on the City's opening revaluation surplus resulting from Local Government (Financial Management) Regulation 16 being
deleted and the amendments to Local Government (Financial Management) Regulation 17A as at 1 July 2019.
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NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

FOR THE YEAR ENDED 30 JUNE 2020

35. 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 Contributions 6,286,742 751,809 (663,950) 6,374,601
6,286,742 751,809 (663,950) 6,374,601
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36. OTHER SIGNIFICANT ACCOUNTING POLICIES
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37. ACTIVITIES/PROGRAMS

City operations as disclosed in these financial statements encompass the following service orientated activities/programs.
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NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
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38. 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

* Restated - refer note 33
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 2019” 2018
Restated

Actual Actual Actual
1.13 097 1.33
0.71 071 0.70
0.75 0.75 0.71
0.71 0.46 074
825 872 553
(0.02) 0.01 (0.05)
0.89 0.94 0.96

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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‘ﬂtrOUUG[|On Office of the Auditor General
Serving the Public Interest
To the Audit & Strategic Finance Committee of the Contents
City of Cockburn KPMG's audit responsibility
. , Audit approach
We are pleased to have the opportunity to discuss our audit of the Audit approach
financial report of the City of Cockburn (“the City”), as at and for the year Audit risk assessment

ending 30 June 2020 Key audit focus areas

This audit plan and strategy document is intended to provide the Audit & Timeline of the audit
Strategic Finance Committee with our audit focus areas, our procedures
aver these areas, deliverables and timelines.

New accounting standards

Restrictions on distribution cOvID19

This report is intended solely for the information of those charged with

governance of the City and the report is provided on the basis that it

should not be distributed to other parties; that it will not be quoted or

referred to, in whole or in part, without our prior written consent; and that

we accept no responsibility to any third party in relation to it.
Steven Hoar Matthew Beevers Hayden Rutters
Acting Senior Director Engagement Partner Engagement Senior Manager
Office of the Auditor General +61 89263 7228 +61 89413 7885
+871 8 6567 7620 +81 4171 166 987 +61 437 604 517
Steven.Hoar@audit. wa.gov.au mbeevers@kpmg. com.au hrutters1@kpmg.com.au
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Audit approach

Key accounting and reporting ! S Te e

1t to our audit considerations

KPMGS aud

Office of the Auditor General

Serving the Public Interest

espansii OAG

[ On behalf of the Auditor General,
KPMG's aim is to provide a high
quality audit of the City's
financial statements and ratios
that is risk focused with
independent insight on the key
issues.

((- KPMG has been contracted by the Office of the Auditor General ("OAG") to perform the audit of the City. The contract \
requires KPMG to use their audit approach and methodology.

KPMG conducts an independent audit in order to enable the OAG to express an opinion regarding the financial statements and
ratios. Our audit is conducted in accordance with Australian Auditing Standards in arder to provide reasonable assurance as to
whether the financial report is free of material misstatement. The nature of an audit is influenced by factors such as the use of
professional judgment, selective testing, the inherent limitations of internal controls, and the availability of persuasive rather
than conclusive evidence. Therefore, an audit cannot guarantee that all material misstatements will be detected.

« We perform procedures to assess whether the financial statements present fairly with the City's financial position as at
30 June 2020, and its performance for the year ending on that date in accordance with the Local Government Act 1995, Local
Government (Audit) Regulations 1996, Australian Accounting Standards and other mandatory financial reporting requirements
applicable to the City.

+ We form our recommended audit opinion on the basis of these procedures, which include: examining, on a test basis,
information to provide evidence supporting the amounts and disclosures in the financial report; and assessing the
appropriateness of the accounting policies and disclosures used and the reasonableness of significant accounting estimates
made by the City.

We consider the effectiveness of management's internal controls aver financial and performance reporting when determining
the nature and extent of our procedures.

« We will express an opinion recommendation on whether:

- The City has reported, in all material respects, its financial performance as at 30 June 2020 and for the year there
ended;

- The ratios are relevant and appropriate to help users assess the City's performance and fairly represent the indicated
performance for the period.

+ The OAG and KPMG understand the importance of our role as auditors in the external reporting framework and we work to
maintain an extensive system of guality control over our audit practices.

AN j
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Audit Timeline

pach T

Serving the Public Interest

Area

Assessment & Approach

Methodologies and
activities

- QOur audit approach is tailored to address financial statement risks unigue to the City. In tailoring our approach, we have held discussions with management,
considered any changes to operations, and considered both external and internal developments that may impact our audit risk.

- A summary of the activities in each phase of our audit is provided.

= On completion, we will evaluate the evidence we obtained and report our findings to you.

Materiality

- Planning materiality is determined at the overall financial statarment leval. Where appropriate, based on gualitative factors, we may lower our materiality threshold
- The extent of audit procedures on balance shest and incomes staternent numbers is based on our professional judgement and materiality applicabls to the City

= During the course of our wark, we will accumulate and report all identified uncorrected and corrected misstatements above our audit difference posting threshaold,
as well as material misstaterments or omissions in presentation and disclosures, to the Audit & Strategic Finance Committes.

- As required by auditing standards, we will request correction of identified differences.

Risk assessment

- Based on our experience, findings from last year's audit, our knowledge of the City and discussions with management, we will perform an assessmant of your
business risks relevant to our audit and identify financial statement captions that may be affected by these risks to identify audit focus areas.

- We have summarized the relevant risks faced by the City; and
- The audit focus areas are identified, our planned procedures and key accounting and reporting matters for consideration.

Independence

- Our audit services are subject to the DAG's, KPMG's and our profession’s strict rules and policies regarding auditor independence.
- We will not undertake services that are incompatible with our role as your auditor, or that could compromise our independence in any way
- Wa will continue to menitor our independence on an ongeing basis and will confirm our independence at the time of audit completion and signing the audit opinion.

Approach to fraud

-~ The primary responsibility for preventing and detecting fraud rests with the Audit & Strategic Finance Committes and management

= Woe are responsible for obtaining reasonable assurance that the financial report, taken as a whols, is free frerm matarial misstatement, whether caused by fraud or
srror. Owing to the inherent limitations of an audit there is an unavoidable risk that some material misstatements of the financial report may not be detectsd.

- We will agsess the risk of fraud and design procedures that respond to that rigk including, but not limited to, making enquiries of management about actual,
suspected or alleged fraud and testing journal entry posting controls and a sample of journal sntries.

- We request at this time the accountable autherity, in consultation with the Executive, to identify matters relating to fraud consideration for incerporating into our
audit approach. We will report fraud related issues identified to the accountable authority if identified during our audit.

ke

L 2020 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPFMG International Cooperative (“"KPMG 4
International ), a Swiss entity. All rights reserved. Liability limited by a scheme approved under Professional Standards Legislation.
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Item 10.1 Attachment 2

KPMG's Audit Respemsibiiis

inting and reporting

Audit Timeline

AUdIt Approach - Phases

Office of the Auditor General

Serving the Pyblic interest

Perform risk assessment

Determine critical accounting and reporting matters
Plan audit procedures

Evaluate fraud risk in financial reporting

Understand accounting and reporting activities
Evaluate design and implementation of controls

Perform initial test of operating effectiveness of key controls with sample
sizes based on frequency and nature of controls

.

Assess control risk and the risk of significant
misstatement

Parform substantive audit procedures

Audit non-routine transactions and re-assess the risk of
misstaternent

Obtain audit evidence that is sufficient and appropriate

Evaluate and report audit
findings

Form and issue audit opinion

Communicate with key
stakeholders

Indentify improvements for
future years

Activities

Updata our understanding of business and operations via discussions with
exscutive management and the finance team

Caloulate audit materiality

Assess risks and identify general ledger accounts requiring audit focus
Undertake analytical reviews and assess key accounting issuas

Discuss key processes and controls relevant to "significant general ledger
accounts”

Review and consider relevant internal audit reports

Complete test of operating effectivensss of key controls
through sample sizes based on freguency and nature of
control

Perforrn testing on complex and non-routine transactions
Parfarm other tests to supplement controls testing

Audit of ratios

Audit disclosures

Agctive involverment of the OAG and review of work
performed

Resolve judgemental issues
identified throughout the
audit

Evaluate the City's financial
staternents

Summarise key findings and
report to management and
the Audit & Strategic Finance
Committes

Deliverables

2020 Audit Plan
Management letter (as required)

Summary of adjusted and unadjusted audit differences for
consideration by management including significant
deficiencies in internal controls

Draft report to the Audit & Strategic Finance Committes
and management letter, as necessary

Audit apinian from the OAG

Exit Mesting report to Audit
and Risk Committee

Fimal management lattar

kPmG

(1)

Continuous communication between OAG/KPMG teams and the City

slation.
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Audit approach

Key accounting and reporting
considerations

Data & Analytics Audit Timaline

AUCITTISK aSsessmen

In our assessment of inherent audit risks impacting the financial report, we consider the nature of the risk, likelihood of its accurrence and potential impact it could have on
the City's financial report.

Likelihood of Occurrence

Low

Existence and

Valuation of

Infrastructure
assets

Landfill site —
Rehabilitation

Contracts and
procureme nt

High

kPMmG

Magnitude of Financial Statement Impact

a member firm of th
rved. Liability limite

G, an A

£ 2020 KPR stralian partnersh
nternational "), a Swis y

OAG

Office of the Auditor General

Serving the Public Interest

KPMG network of

Dy a scheme approv

Key

Existence and
valuation of
Infragtructure assets

Existence and
valuation of Fixed
ascets

Revenue - rates,
fees, operating
grants and subsidies

Landfill site -
rehabilitation aszet
and liability

Perzonnel coztz and
related liabi

Cazh and cash
equivalents

nt ber

Factors influencing our aszessment

Valuation methodology and assurmptions can be complex and
judgmental

Significant volume of individual assets

Valuation methodology and assumptions can be complex and
judgmental when revaluations are performed
Significant volume of individual assets

High volume of transactions that management are required to
process accurately
Inherent risk of fraud in terms of revenue recognition

Mew Revenue standard AASB 15 and AASE 1058 applicable in
current financial year

Caleulations, assumptions used and key inputs such as discount rate
and inflation can be complex and judgmental

Assessment of expert/methodology

High volume of transactions that management are required to
process accurately

Inherent risk of fraud in the procurement process
Mew leases standard, AASB16

Existence and accuracy of payroll related costs
Risk of payments made to fictitious employees

High volume of transactions of significant value
Classification for term deposits

firms affiliat
sional Standards

h KFMG Internationa

ation.

tive ("KFMG 6
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Audit approach : o our audit it focu Key accounting and reporting Data & Analytics Audit Timeline

ey audt focus areas OAG

Serving the Public interest

o Existence and valuation of Infrastructure Assets Audit risk Higrer ) woserate (B Lower

Susceptibility to

Significant Risks Size Complexity fraud/error

Error

4 N\ ™

Areas of auditfocus Planned audit procedures

*  Valuation methodology and assumptions can Test of Controls Substantive Procedures
be complex and judgrnental +  Management review of » Review any independent/internally prepared valuations for
internal valuations perfarmed the City's infrastructure assets

+  Significant volume of individual assets

« Utilising our infrastructure valuation specialist, assess the
competence and capabilities of the City's valuers, including
valuation method and assumptions used

= (nasample basis, select asset additions to confirm
existence.

«  Recalculate any revaluation gainfloss arising from the
revaluation and ensure this has been appropriately recorded

« Review management's impairment assessmentfealculation
for reasonableness

« Assess appropriateness of asset classification

»  Assess the completeness of capital WIP, and for a sample
selected, ensure the asset was capitalized at the correct
date.

J Y,

tive {"KPMG 7

h KFMG Internationa

ation.

ber firms affiliat
sional Standards

KPMG network of ir
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Audit approach  our audit A Key accounting and reparting Data & Analytics Audit Timeline

considerations

ey audt focus areas OAG

Serving the Public interest

9 Existence and valuation of Fixed Assets Audit risk Higher @ Moderate o Lower

Significant Risks Size Complexity Susceptibility to
fraudferror

@ Error
4 N\ ™

Areas of audit focus Planned audit procedures

* Valuation methodology and assumptions can Test of Controls Substantive Procedures
be complex and judgmental when

I ; g + None planned + \We note based on discussions with management, no

- - ‘ ©
revaluations are performe revaluations of fixed assets will occur during the 2019-20
*  Significant volume of individual assets financial year.

=  (nasample basis, select asset additions to confirm
existence.

«  Recalculate any revaluation gainfloss arising from the
revaluation and ensure this has been appropriately
recorded.

» Review management's impairment assessmentfcalculation
for reasonablensss

+  Assess appropriatensss of asset classification

« Perform substantive analytical procedures over
depreciation expense to assess reasonableness thereof

\\ J Y,

v member firm of 1

——,—‘ D 2020 KPMG, an an partnership and & - rk of independent member firms a vted |\ na perative ("KPMG 8
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Audit approach ] 1t to our audit Audit focus areas ey a(cgg#;:ggr:{:gr:spu AT Data & Analytics Audit Timeline

ey audt focus areas OAG

Serving the Public Interest

e Revenue - rates, fees, charges, operating
FHH Audit risk Higher Moderate Lower
grants and subsidies e s are @ o

Susceptibility to
fraud/error

@ Error/Fraud

Significant Risks Size Complaxity

4 N\ ‘1
Areas of audit focus Planned audit procedures
+  High volume of transactions that Test of Controls Substantive Procedures
aa
management are required to process : *  Review the City's rates policy in place
accurately +  Council approval of rates and
PP o charges for FY2020 * Recalculate the rates revenue for the year ensuring the
* Inherent risk of fraud in terms of revenue .
) +  IManagement review of correct rates were used and verifying the accuracy
recognition monthly rates reconciliation thereof

= Focus testing around financial year ends to ensure
revenue recorded in the correct period

*  Assess the recoverability of the related debtor raised

= Assess the approach used by management to calculate
1s allowance for expected credit losses

- Ag'{l[) = S'rlf"TDlE]‘ EJ" [{l[}[—} ill"d cnarges 1o :5u:3p(}r[|r‘g
documents

«  \ouch grants to relevant grant agreement and bank

«  Consider transition implications of AASE 15 and AASE
1058

. J L Y,
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Audit approach ] 1t to our audit Audit focus areas ey a(cgg#;:ggr:{:gr:spu WG] Data & Analytics Audit Timeline

ey audt focus areas OAG

Serving the Public interest

@ Londfil site - rehabilitation asset and liability aucitrisc (1) igrer Q) vocorts (@) Loner

Susceptibility to

Significant Risk mplexi
ignificant Risks Size Complexity fraud/error
Error
¢ N ( N
Areas of audit focus Planned audit procedures
= Accounting for rehabilitation provisions is Substantive Procedures

) Test of Controls
complex

= Accounting treatment can involve high ¢  None planned

evels of judgement and estimation

s Review management's landfill site rehabilitation
Provision a I']d asset Cé]lE:La ations

uncertainty o Verify the mathematical accuracy of the of the
calculations received

- Assess the (3(]I'"1|:)(3[(3I"C(3 and capanl ities of the experts
engaged by the City, including valuation method and
assumptions used

« Review and critically assess the assumptions and
inputs (such as discount rate, inflation rate) used in the
model by management and the expert

* Assess accuracy of component accounting for the
rehabilitation asset, including related amortisation

h KPFMG International Cooperative ("KPMG 10

firms affiliate
Standards

v member firm of the KPMG network of independ
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__—| 02020 KPMG, an A
MG niernational ”}, a

90 of 121
Document Set ID: 10011814
Version: 4, Version Date: 24/04/2022




SASFC 26/11/2020

Item 10.1 Attachment 2

it to our audit Audit focus areas

Key accounting and reporting

Audit Timeline

Data & Analytics

considerations

KBy auUdit 10cusS areas

OAG

Office of the Auditor General

Serving the Public Interest

e Contracts and procurement

Higher @ Moderate o Lower

Audit risk

Significant Risks Size

Susceptibility to

Complexity fraud/error

@ Error

nternational "), a

ved. Liability limited by a scheme approved unds

4 \ 4 ™
Areas of audit focus Planned audit procedures
+  High volume of transactions that Test of Controls Substantive Procedures
management are required to process s«  Review of autharization of +« Review of the City's procurement policy
purchases orders in line with Revi he City’ ) for | )
accurate . T = 4 aru
E ately the City's Delegation of . evllewlt e City's contract register for long running
. . contracts or overspant contracts
*  New Accounting Standard — AASE 16 Leases Authority F
_ P . s On asample basis for expenditure, agree payments made
» Heview of authorization o :
. . o su [}'JE)I".IWE} documentation and E?Iqr".l’?[; authorisation of
purchases orders in line with = ) T :
o L Onp such payments is in line with the City's Delegation of
the City's Procurement Policy i o =
Authority and Procurement Policy
e For new contracts awarded during the year, review to
ensure the City's Procurement Policy was adhered to
» Search for unrecorded liabilities at year end
«  Application of new Accounting Standard, AASB16 Leases
« Completeness and accuracy of leases disclosed by the City
+ Lease arrangements can be complex to identify
. J v,
02020 KPMG, an Al v member firm of the KPMG network of independ firms affiliate h KPMG International Cooperative ("KPMG 11
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Audit approach : it to our audit

Key accounting and reparting Data & Analytics Audit Timeline

KBy aUdit 1ocus areas

OAG

Office of the Auditor General

Serving the Public Interest

@ Personnel costs and related liabilities

Audit risk Higher @ Meoderate o Lower

Significant Risks Size Complaxity

Susceptibility to
fraud/error

@ Error

(

kPMG

niernational "), a S

\ e ~
Areas of audit focus Planned audit procedures
+ High volume of transactions that Test of Controls Substantive Procedures
\anaaement are reauired te process Authorisation and approval of ! -
management are required to process . 5E E : Bpprove « Reconcile the payroll and trial balance as at 30 June
pay run payments 5 : : : .
accurately Y Pay! = 2020, including related payroll liabilities
= Existence and accuracy of payroll related o Fora sample selected, verify payments made to
1 employees by agreeing these to employment contracts,
costs payslips and the payroll
e Substantive analytical procedures to be performed over
payroll expenses
e Substantive analytical procedures to be performed over
'rlf'l'].JE]l |E3£]V(3 ana |(Jf'g SErvIce |C3€]V(3 provisions as at
30 June 2020
J J
2020 KPMG, an A nember firm of the sith KPMG International C. tive ("KPMG 12

ation.
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KPMG's Audit Responsibilities

Audit approach

relevant to our audit Audit focus areas

Key accounting and reporting Data & Analytics Audit Timeline

considerations

KBy aUdit 1ocus areas

OAG

Office of the Auditor General

Serving the Public Interest

o Cash and cash equivalents

Audit risk Higher @ IModerate o Lower

Significant Risks Size Complaxity

Susceptibility to
fraudferror

o Errar

(’

niernational "}, a Sv

ty. All rights

\ - ~
Areas of auditfocus Planned audit procedures
+ High volume of transactions of significant Test of Controls Substantive Procedures
value » Management review of bank « Circularize independent bank confirmations at year end
reconciliations. _ o
o Review the year end bank reconciliation and agree to bank
confirmations
* On asample basis, vouch term deposits to confirmations
and consider appropriateness of classification
J S
02020 KPMG, an Australian partnership a member firm of the KFMG network of independe niber firms affiliate
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Key a(":l:'}c'f r?stllggr:tr:grie AT Data & Analytics Audit Timeline

Tmeline of the aud OAG

. . ) ) . . Office of the Auditor General
Cormmunicating with and reporting to the City, with no surprises, underpins the quality of our audit. There are two main elements: the formal audit Serving the Public Interest
report, and ongoing communications. Two-way communication with management is a key aspect of our reporting and service delivery. We stress the
importance of keeping you informed of issues arising throughout the audit and of understanding your views

Audit approach 3 it to our audit Audit focus areas

We deliver insights on aspects of the audit and your business practices such as the appropriateness of accounting policies, the design and operation
of financial reporting systems and controls, key accounting judgements and any matters where we may disagree with management’s view, and any

audit differences or errors identified. We ensure the content of these reports meets the requirements of auditing standards and we share our
industry experience to encourage discussion and debate with management. We see these insights as a key mechanism to support you in the

execution of your responsibilities.

Audit Plan 2020 Financial year

, . . Exit meeting with
Receipt of final Final draft of the Audit & Strategic presentation to

F’r()sc:n.lalion financial statements final‘lci.al statements Finance Committee the Audit and
of Audit Plan - and ratios to OAG for Meeti . . .
early September . eeting Risk Committee
8 May 2020 2020 review ) 19 Nov 2020 (post audit)
S } ~p i T— 4
May June July August Septembq__r,..---""' October -~ November

Commencement of
interim audit
proce d ures

8 June 2020

Planning / Risk assessment

__|—| 02020 KPMG, an Ad
MG niernational ”}, a

-~ b
: .’J -\.

Commencement of

year end audit OAG issues the audit

opinion and
management letter
November 2020

KPMG clearance on the
financial statements and

procedures KPls End of October
Late September 2020 2020

Completion/Reporting

firms affiliate
Standards

v member firm of the KPMG network of independ
ved. Liability limited by a scheme approved unds
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KPMG's Audit R Audit approach Ju: evant to our audit Audit focus areas Lz, accé'g gégggr:{}gr:se FRI Data & Analytics Audit Timeline

New standards - More than accounting chande OAG

Serving the Public interest

Effective dates — the City's

Financial year

2020
AASB 15 Revenue from Contracts with Customers / AASE 1058 Income of not-for- profit v
entities
AASB 16 Leases v
New standards
AASB 15/AASB 1058 AASB 16

= New contract-based five-step analysis of = Major change in the recognition of leases for

transactions, focusing on transfer of control lessees

= New control based model » All significant leases on-balance sheet

» New method for measuring revenues (each = Simplified requirements for short- term leases {less

compeonent) than 12 months)
» Specific guidance for performance obligations - » Amended depreciation rules for leased assets

contracts might need to be combined or separated
= Mo 5|gmf|cant changes in the accounting for lessors

m Extensive new disclosures

tis critical that these new Accounting standards are considered, implemented and accounted for before the end of the financial year (30 June 2020).

a member firm of the KPMG network of independer

02020 KPMG, an .
sed. Liability limited by a scheme approved unde
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Key accounting and reporting

to our audit considerations

Data & Analytics Audit Timeline

COVID9 Impacts

Business impacts

The COVID-12 outbreak and the increasingly stringent government responses are causing significant business interruption, volatility in capital, commedity and currency markets and a
deteriorating macroeconomic cutlook.

) What does this mean for the audit of the City of Cockburn?

We are committed to continuing to deliver a quality audit and are adapting our delivery in innovative ways:

—  Modifications to the audit strategy and plan, including risk assessment as cutlined on page 17, given the impacts of COVID 19.

— Increasad focus on the issues critical to you in these uncertain times, in particular financial reporting estimates, judgements and transparent disclosures.

—  Virtual secure access to your books, records and financial reperting, in particular:
—  Video access to perform walkthroughs of processes and test certain controls — our experience to date suggests these take more preparation to set up and longer to achieve;
— Video access to observe inventory counts and inspect significant assets as applicable.

—  Adaptation of our testing methods to new risk areas:
—  Nature of testing — focus on estimates and judgements, using authoritative external eredible sources;
—  Extent of testing — split testing populations into pre and post-COVID given differing control environments.

—  Sourcing further specialist advice including technical teams, risk management given additional judgements.

Your readiness will shape the following:

—  Ability to gather sufficient appropriate audit evidence, in particular:
— Process and contrel maintenance during the disruptions and your teams working from home, at a entity-level and books & records;
—  Work-arounds adopted by your teams adapting to working from home, increases our need to test pre and post-COVID methods;

—  Sources of evidence for estimates and judgements, in particular with respect to valuation of the infrastructure and fixed assets, as well as the landfill site’s rehabilitation asset and provision.
Diselaimers on behalf of management experts or other sources may significantly impact our work and conclusions;

—  Preparedness for relevant executives to sign off on financial reporting in the conditions, including representation letters, CEO and CFO declarations, etc.
—  Timing, timelines and deadlines, including within the City, and reliance on others such as management experts, financiers and other external parties,
—  Communication effectiveness — we recommend specific protocols be applied for us to communicate with you, including timing, secure technologies, and extended duration to address the wide

ranging issues.

There may be instances where sufficient appropriate audit evidence cannot be easily obtained e.g. due to unavailability of eritical information or key personnel. If any such difficulties emerge
we will immediately alert management, the OAG and escalate key concerns, where required, to the Audit & Strategic Finance Committee.

_—E‘ ﬁ L 2020 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KFMG International Cooperative (“"KPMG 16

International ), a Swiss entity. All rights reserved. Liability limited by a scheme approved under Professional Standards Legislation.
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KPMG's Audit Res Audit approach Ju: evant to our audit Audit focus areas Key accounting and reparting

considerations Data & Analytics Audit Timeline

mpact of COVID-9 - Risk assessment

. e ] Movement due to
Audit focus areas Relative risk COVID-19 Impact of COVID-19

Potential key audit matters

Could result in greater uncertainty for forecast cash flows and other

f key assumptions including discount rates. Where management has
engaged experts, or makes use of internal specialists, such experts
should give consideration to this increased risk.

Assets — valuations and impairment

Loans and receivables - Expected credit

‘._ Could result in increased risk of defaults by debtors, specifically rates
losses

payers and sundry debtors. Management's ECL’s assessment should
consider and assess this increased risk.

Increased challenges to negotiating claims and variations could be
New risk experienced by the City. This could increase the City's exposure to
potential claims or contingent liabilities.

Contracts in progress — fulfilment costs,
receivables, and WIP

Other significant audit matters

©

Complexity in disclosures in particular those involving significant

Financial report disclosures estimation and judgement, e g. impairment, ECL, asset fair values.

New risk

0 Higher @ Moderate o Lower 43 4@ Potential impact from COVID 19

a member firm of the KFMG network of independer
erved. Liability limited by a scheme approved under
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ntroduction

To the Audit & Strategic Finance Committee of the City of
Cockburn

We are pleased to have the opportunity to meet with you on 26 November 2020 to
discuss the results of our audit of the City of Cockburn ("the City”), as at and for the year
ended 30 June 2020.

We are providing this report in advance of our meeting 1o enable you to consider our
findings and hence enhance the quality of our discussions. This report should be read in
conjunction with our audit plan for the year ended 30 June 2020. We will be pleased to
elaborate on the matters covered in this report when we meet.

Qur audit is substantially complete. Subject to the Committee's approval, we expect to
be in a position to recommend to the OAG unmodified audit opinions on the City's
financial report and financial ratios, provided that the outstanding matters noted on page
3 of this report are satisfactorily resolved.

We draw your attention to the important notice on page 17 of this report, which explains:

- the purpose of this report; and
— limitations on work performed;
— restrictions on distribution of this report.

We would like to thank management for their assistance during the audit process.

Matthew Beevers
Partner
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CITY OF COCKBURN | ASFC REPOAT m OA‘G

Office of the Auditor Genaral

Serving the Public Interest

EXBCUtive summary A

Key focus areas Audit misstatements

Page ref. Please refer 1o page 12 for details on the corrected and uncorrected
audit misstatements identified.

Existence and valuation of Infrastructure Assets

Existence and valuation of Fixed Assets 5
Outstanding matters
Revenue - rates, fees, charges, operating grants and 6
bsidies, devel tributi I - . :
subsicies, ceveloper contributions plan In order to finalise our work, we reguire the following:
Landfill site — Rehabilitation Prowvision 7 - Final review of the updated financial statements
- Receipt of signed financial statements declaration and certification
Contracts and procurement 8

- Receipt of signed management representation letters

Personnel costs and related liahilities ] - Subsequent events procedures

- Final clearance comments of the Audit & Strategic Finance
Committee of matters contained in this report.

Cash and cash equivalents 10

Financial Ratios 11

Fraud
|

We have notidentified any instances of material fraud through our
audit procedures.
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ciry or c':.m““” Aere nERent ﬂ% moﬁig
AuditFocUS Areas

Serving the Public Interest

Infrastructure $871,161,088 $829,657,204

ruciure A

Qur controls approach
+  Management review of internal valuations performed
Our substantive approach

«  Considered the internally prepared valuations for the City's infrastructure assets

+  Performed & roll forward from 01 July 2019 to 30 June 2020

+ Assessed the competence and capabilities of the City's valuers, including valuation method and
assumptions used

+  Onasample basis, selected and tested asset additions to confirm existence and accuracy.

+ Performed substantive analytical procedures over depreciation expense to assess reasonableness thereof

+ Recalculated any revaluation gainfloss arising from the revaluation and ensured this has been appropriately
recorded

+ Considered management's impairment assessment for reasonablensss and compliance with the
Accounting Standards

+ Assessed the completeness and accuracy of capital WIP at year end, and for a sample selected, ensured
the asset was capitalized at the correct date

Conclusion

During the audit, it came to our attention that management had identified a computation error in relation to
FY2018 revaluation adjustment to Infrastructure Roads. This error resulted in the revaluation increment for
FY2019 being understated by $34,254,714. This error has been corrected via the restatement of the
comparative period. Refer to Note 33 in the financial staterents.

Based on the audit procedures performed, no other reportable misstatements were noted.
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AuditFocUS Areas

Serving the Public Interest

Fixed assets $333,321,662 $335,763,146

Qur controls approach

+ None planned

Our substantive approach

+ No revaluations of fixed assets occurred during the current year

+  Performed a roll forward from 01 July 2019 to 30 June 2020.

+  Onasample basis, selected and tested fixed asset additions to confirm existence and accuracy.

+ Assessed management's impairment assessment for reasonableness

+ Perform substantive analytical procedures over depreciation expense to assess reasonableness thereof

Conclusion

Based on the audit procedures performed, no reportable misstatements are noted.
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Audit Foous Areas

Serving the Public Interest

Rates $106,223,439 $104,183,000
Operating grants and $13,724,806 $14 519,948
subsidies

Fees and charges $27,357. 438 $30,518,189

Our controls approach

«  Approval of rates, fess & charges by the Council for the 2020 financial year

Qur substantive approach

+  Reviewed the City's rates policy in place

+ For a statiztical sample selected, recalculated the rates revenue for the year ensuring the correct
rates were used and verified the accuracy thereof

+ Focused testing around financial year ends to ensure revenue was recorded in the correct period

+  Assessed the recoverability of debtors at year end

+  Assessed the approach used by management to calculate its allowance for expected credit losses

« For a statistical sample selected, verified a sample of fees and charges to supporting documents

+ Wouched grants received to relevant grant agreement and bank statement

+ Tested the completeness and accuracy of contract liabilities relating to developer contributions

+ Reviewed management’s transition adjustments and disclosures to Revenue from the new
Accounting Standards (AASE 15 Rewvenue from Contracts with Customers and AASE 1058 Income
for Not-For-Profit entities).

Conclusion
Based on the audit procedures performed, no reportable misstatements noted.
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Audit Focus Areas

7g the Public Int

Rehabilitation asset $20,636,687 $25,370,319
Provision for rehabilitation $32,383,854 $36,815,766
liability

Our controls approach

+  None planned

Our substantive approach

an audit f

+  Tested management’s landfill site rehabilitation provision and asset calculations

rehabilitatio 5 +  Verified the mathematical accuracy of the calculations received

+ Assessed the competence and capabilities of the experts engaged by the City, including valuation
method and assumptions used

+ Tested and critically assessed the assumptions and inputs (such as discount rate, inflation rate) used in
the model by management and the expert

* Assessed the accuracy of component accounting for the rehabilitation asset, including related
amortisation

Conclusion
Based on the audit procedures performed, no reportable misstatements are noted.
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AUCIT FocUS Areas

m Office of the Auditor C‘-,enena|

Serving the Public int

Total operating $165,370,882 $163,891,221
expenditure

Our controls approach

+ Testing of authorisation of purchases orders in line with the City's Delegation of Authority
+  Testing of authorisation of purchases orders in line with the City's Procurerment Policy

Qur substantive approach

+  On a statistical sample basis for utilities and materials and contracts expenditure, agreed payments made
to supporting documentation and confirmed authorisation of such payments was in line with the City's
Delegation of Authority and Procurement Policy

+ For a sample of new contracts awarded during the year, reviewed the procurement process to ensure the
City's Procurement Palicy was adhered to

+  Performed a search for unrecorded liabilities at year end

+ Assessed management’s transition adjustment for the application of the new Accounting Standard,
AASB16 Leases. The corresponding Right of Use Asset and Lishility recognised by the City was not
material, and has been adequately disclosed in the financial statements.

+  Assessed the completeness and accuracy of leases disclosed by the City

Conclusion
Based on the audit procedures performed, no reportable misstatements are noted.
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Audit Focus Areas

ng the Public int

Employee costs $60,211,849 $66,782 611

Qur controls approach

* Authorisation and approval of pay run payments.

Our substantive approach

+  Reconciled the payroll report tranzactions and trial balance as at 30 June 2020, including related payroll
liabilities

+ For a statistical sample selected, verified payments made to employees by agreeing these to
employment contracts, payslips and the payroll

+  Substantive analytical procedures performed over payroll expenses

+  Substantive analytical procedures performed over annual leave and long service leave provisions as at
30 June 2020

Conclusion
Based on the audit procedures performed, no reportable misstatements are noted.
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AUCIT FoCUS Areas

v OAG

Office of tha Auditor General

Serving the Public Interest

Cash and cash equivalents $5,133,910 $7,686,674

Our controls approach

+  Management review of bank reconciliations.

Our substantive approach

+  Obtained independent bank confirmations at year end
* Reviewed the year end bank reconciliations and agree to bank confirmations received
+  Onasample basis, vouch term deposits to confirmations and consider apopropriateness of classification

Conclusion
Based on the audit procedures performed, no reportable misstatements are noted.

10
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Office of the Auditor Genaral

Serving the Public Interest

AUCIT FoCUS Areas

Significant

Adverse

Trend?
Current Ratio 1.138 0.97 1.33 No
Asset Sustainability Ratio 0.71 0.46 0.74 Yes
Debt Service Cover Ratio 8.26 872 5.63 No
Operating Surplus Ratio 0.02) 0.01 (0.05) Ma
Own Source Revenue Coverage Ratio 0.89 0.94 0.96 Mo
Asset Consumption Ratio 0.71 0.71 0.70 No
Asset Renewal Funding Ratio 0.76 0.76 0.71 No

Our approach

- Tested the ratios presented by the City for the year ended 30 June 2020,

- Assessed the mathematical accuracy of the financial ratios.

- Reviewed the City's comments to ensure consistency with our understanding obtained during the audit

- Assessed whether any ratios constituted a significant adverse trend in accordance with the OAG
guidance.

Conclusion

Adverse trends have been identified for the Asset Sustainability ratio and the Operating Surplus ratio.
However, the Operating Surplus Ratio is not considered to be a significant adverse trend but a borderline
adverse trend, given the FY19 ratio was just above 0. This would require continuous monitoring by the City
going forward.

Based on the audit procedures performed, no reportable misstatements are noted.

1
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AudIt MISSTatements kPG X2

()

Corrected misstatements

We assess audit misstatermnents under the We noted and corrected the following errors, including the current year impact:
income statement method. The income

statement method considers the effect of Accounts SOFP socl

uncorrected prior-period misstatements from adjustment adjustment

an income siatement perspective and Debit/ Debit/

uncorrected misstatemnents are quantified as (Credit) ($) (Credit) (S)

the amount by which the current period
income statement is misstated, after

1. Correcting the impact of lease liability as a result of AASB 16

c?fnsiderin the fevffzmg and CF’T&GC“”Q ROU assets 1,132,354 Initial recognition of Right of Use
erTects o7 uncorrected prior-perio A t dL liabilit t1 July 19
misstatements. ROU liability (1.132,354) ssets and Lease liability a uly
Depreciation 526,835 Recognition of depreciation of Right of
Use asset
ROU Asset (526,835)
Lease liability (103,468) Recognition of addition to Right of
Use asset and lease liability
ROU Asset 103,468
Lease liability 469,799 Reduction in lease liability for lease
charges and recognition of cash
Interest expense 14,522 outfl?)w from Ieasges
Cash/ Bank (484,321)

2. Correcting the treatment of unspent grant income at year end as a result of AASB15

Grant income (803,848) Recognition of operating grant income
recorded as unspent grant liabilit

Contract liability 803,848 pent grant ability

Total aggregate 262,491 262,491

effect

12

Document Classification: KPMG Confidantial

111 of 121
Document Set ID: 10011814
Version: 4, Version Date: 24/04/2022




Item 10.1 Attachment 5 SASFC 26/11/2020

CITY OF COCKBURN | ASFC AEPOAT m OA‘G
Office of the Auditor Genaral

Serving the Public Interest

Audit Misstatements (continued A

Accounts SOFP adjustment SOCI adjustment Comment

Debit/ (Credit) ($) Debit/ (Credit) ($)

3. Correcting the impact of DCA/ DCP as a result of AASB 1058
Retained earnings 17,685,441 - Recognition of DCP unspent liability at 1 July 19
Contract liability (17,685,441} -

4. Correcting the treatment of prior period error in Infrastructure revaluation

Infrastructure revaluation (as at 30 34,254,714 - Correction of prior period infrastructure revaluation

June 2019) which has been understated by $34.25million in the
. 2019 revaluation report.

Asset revaluation surplus (as at 30 (34,254 714} -

June 2019)

Total aggregate effect - o

Uncorrected misstatements

Omissions and Errors in Presentation and

The following uncorrected misstatemeants were identified: Disclosures
Factual Projected Comment We have not identified any material omissions
misstatement misstatement or errors in presentation and disclosures in the
(%) ($) financial report.
Other expenses 2,830 2,998,285 Projected misstatement due to In the course of our review of the financial
incorrect capitalization of statements we made a number of
Hisi . . : .
Infrastructure (2.830) (2,998, 285) adfve tising expense of $2,830 to recommgndatpns in relanon to presentation
assets Infrastructure assets matters, including the disclosure of the

correcied adjustments as detailed above.
Based on testing performed over additions 1o Infrastructure assets, an advertising expense of

$2,830 was incorrectly capitalized as part of current year additions. KPMG's sampling program
projected an additional misstatement of $2,995 455 across the remaining untested population. 13
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CITY OF COCKBURN | ASFC REFORT

Auditors Independence

OAG

Office of the Auditor General

Serving the Public Interest

()

KPMG

\We have strict rules and protocols to maintain our independence from City of Cockburn, including annual training and an annual staff declaration.

Safeguard

MNon-audit services did not involve partners or staff acting in a managerial or
decision making capacity, or involve the processing or ariginating of
transactions.

MNon-audit services were only provided where we were satisfied that they did
not impact on our auditor independence.

Partners and staff involved in the provision of non-audit services obtained
approval from the lead engagement partner to deliver the service.

Breaches
|

The APESB Code of Ethics for Professional Accountants (“the Code”) requires
us to communicate to you any breaches of the independence requirements of
the Code

On the rare instance of a significant breach of the Code, we will report our
conclusions to you on the actions to be taken, or already taken within three
working days. We will report less significant breaches in the Year-end Report to
the Audit & Strategic Finance Committee.

We confirm that as at the date of this report, no such breaches have been
identified.

Non audit services

No non-audit services have been performed during or subsequent to the year
ended 30 June 2020, other than approved Grant Acquittals in our capacity as
external auditor.

Conclusion
|

We confirm that, as at the date of this report, we have complied with the
ethical requirements regarding independence.

14
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CITY OF COCKBURN | ASFC REPOAT m OA‘G

Office of the Auditor Genaral

Serving the Public Interest

REqUIed communications with the Gommittee A

Our draft We have not requested any specific representations Significant difficulties Mo significant difficulties were encountered during
management in addition to those areas normally covered by our the audit
representation standard representation letter for the year ended 30
letter June 2020 Disagreements with The engagement team had no disagreements with
management or scope managemeant and no scope limitations were
. . tritath imposed by managerment during the audit
Related parties There ware no significant matters that arose during limitations P Y g g
@ the audit in connection with the entity's related
parties.
Other matters There were no matters to report arising from the Other information This is to be completed once the preparation of
warranting audit that, in our professional judgement, are the annual report is completed.
attention by those significant to the oversight of the financial reporting
- process
charged with Breaches of No matters to report. The engagement team and
governance independence @ the firm have complied with relevant ethical

) requirements regarding indspendence.
Control deficiencies @ Refer to management letter issued for control q 5reg 9 P

deficiencies noted.

the appropriateness of City of Cockburn's
accounting policies, accounting estimates and
financial statement disclosures. In general, we
believe that these are appropriate.

Accounting practices @ Over the course of our audit, we have evaluated

Meodifications to Mone.
auditor’s report @

Actual or suspected Mo actual or suspected fraud management,

fraud, non- smplayses with significant reles in internal centrol, Significant matters The significant matters arising from the audit were
compliance with or where fraud results in a material misstatement in discussed or subject @ discussed with management and included within
laws or regulations tarll?jiimanmal statements was identified during the to correspondence this Report.

or illegal acts : with management

16
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Office of the Auditor Genaral

Serving the Public interest

mportant notice A

Purpose of this report

This Report has been prepared in connection of our audit of the financial statements of the City of Cockburn (the

This repP'T 5 pre.ser“ ted under the “City"”), prepared in accordance with the Australian Accounting Standards ('AASBs’) as at and for the year ended 30
terms or our audit engagement June 2020. This report also covers the associated compliance related opinions and the financial ratios.
letter. This Report has been prepared for those charged with governance, whom we consider to be the Audit & Strategic
— Circulation of this report is restricted. Finance Committee, in order to communicate matters of interest as required by ASAs {including ASA 260
. ) Communication with Those Charged with Governance), and other matters coming to our attention during our audit
— The content of this report is based work that we consider might be of interest, and for no other purpose. The Audit & Strategic Finance Committes
Zﬁlreigi: the procedures necessary for should not assume that reports from us indicate that there are no additional matters they should be aware of in

meeting their responsibilities.

This report summarizes the key issuas identified during our audit but does not repeat matters previously
communicated to you.

Limitations on work performed

This Report is separate from our audit report and does not provide an additional opinion on the City's financial
statemnents, nor does it add to or extend or alter our duties and responsibilities as auditors.

\We have not designed or performed procedures outside those required of us as auditors for the purpose of
identifying or communicating any of the matters covered by this Report.

The matters reported are based on the knowledge gained as a result of being your auditors. We have not verified
the accuracy or completeness of any such information other than in connection with and to the extent required for
the purposes of our audit

Restrictions on distribution

The report is provided on the basis that it is only for the information of those charged with governance of the City's;

that it will not be quoted or referred to, in whole or in part, without our prior written consent; and that we accept no
responsibility to any third party in relation to it.

17
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Auditor General

INDEPENDENT AUDITOR’'S REPORT
To the Councillors of the City of Cockburn
Report on the Audit of the Financial Report

Opinion

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

In my opinion the annual financial report of the City of Cockburn:
(i) is based on proper accounts and records; and
(i) fairly represents, in all material respects, the results of the operations of the City 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 Opinion

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

Emphasis of Matters — Basis of Accounting
| draw attention to the matters below. My opinion is not modified in respect of these matters:

| draw attention to Notes 1 and 11 to the annual financial report, which describes the basis for
accounting. The annual financial report has been prepared for the purpose of fulfilling the City's
financial reporting responsibilities under the Act. Regulation 17A of the Local Government
(Financial Management) Regulations 1996 (Regulations), 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.

| draw attention to Notes 1 and 11 to the annual financial report, which describes the basis of
accounting. The annual financial report has been prepared for the purpose of fulfilling the City's
financial reporting responsibilities under the Act. In respect of the comparatives for the previous
year ended 30 June 2019, Regulation 16 of the Local Government (Financial Management)
Regulations 1996 (Regulations), did not allow a local government to recognise some
categories of land, including land under roads, as assets in the annual financial report.

Page 1 of 3

fth Floor Albert Facey House 4689 Wellington Streel Perth MAIL TO: Perth BC PO Box 8429 Perth WA 6849 TEL: 08 6557 7500 FAX: 08 6557 7600

118 of 121
Document Set ID: 10011814
Version: 4, Version Date: 24/04/2(22




SASFC 26/11/2020 Item 10.1 Attachment 6

Responsibilities of the Chief Executive Officer and Council for the Financial Report

The Chief Executive Officer (CEO) of the City 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 CEOQ 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 City'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 City.

The Council is responsible for overseeing the City'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.

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.gov.au/auditors_responsibilities/ar4.pdf. This includes the identification and
assessment of the risk of material misstatement due to fraud arising from management
override of controls. 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 | report that:
(i) In my opinion, the following material matters indicate significant adverse trends in the
financial position of the City:
a. The asset sustainability ratio as reported in Note 38 of the annual financial
report has been below the Department of Local Government, Sport and Cultural
Industries’ standard for the last three financial years.
(ii) All required information and explanations were obtained by me.
(i) All audit procedures were satisfactorily completed.
(iv) In my opinion, the Asset Consumption Ratio and the Asset Renewal Funding Ratio
included in the annual financial report were supported by verifiable information and
reasonable assumptions.
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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 City of Cockburn for the year
ended 30 June 2020 included on the City's website. The City’s management is responsible for
the integrity of the City’s website. This audit does not provide assurance on the integrity of the
City'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.

CAROQLINE SPENCER

AUDITOR GENERAL

FOR WESTERN AUSTRALIA

Perth, Western Australia
November 2020
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11. NEW BUSINESS OF AN URGENT NATURE INTRODUCED BY
MEMBERS OR OFFICERS

Nil

12. CONFIDENTIAL BUSINESS

Nil

13. CLOSURE OF MEETING

The Presiding Member closed the meeting at 6.12pm.
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