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SHIRE OF KENT
FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2019

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

STATEMENT BY CHIEF EXECUTIVE OFFICER

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

30 June 2019 is based on proper accounts and records to present fairly the financial position
of the Shire of Kent at 30 June 2019 and the resuits 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 {2 %A day of :/jec,e s éer 2019

A

/f’ Executive Officer
Kool [ Titler

Name of Chief Executive Officer




SHIRE OF KENT

STATEMENT OF COMPREHENSIVE INCOME
BY NATURE OR TYPE

FOR THE YEAR ENDED 30TH JUNE 2019

Revenue

Rates

Operating grants, subsidies and contributions
Fees and charges

Interest earnings

Other revenue

Expenses

Employee costs

Materials and contracts

Utility charges

Depreciation on non-current assets
interest expenses

Insurance expenses

Other expenditure

Non-operating grants, subsidies and contributions
Profit on asset disposals
(Loss) on asset disposals

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

2019 2019 2018
NOTE Actual Budget Actual
$ $ $

22(a) 2,274,921 2,268,721 2,217,533
2(a) 4,119,357 3,662,161 4,598,947
2(a) 629,764 529,626 618,593
2(a) 123,156 88,325 114,585
2(a) 72,349 49,399 52,518
7,219,547 6,498,232 7,602,176
(1,801,238) (1,916,298) (1,736,767)
(2,336,746) (3,625,772) (3,255,909)
(150,086) (133,017) (123,916)
10(b) (2,354,702). (1,594,519) (2,204,975)
2(b) (22,982) (24,263) (27,211)
(133,924) (127,532) (121,765)
(383,163) (296,694) (385,884)
(7,182,841) (7,718,095) (7,856,427)
36,706 (1,219,863) (254,251)
2(a) 764,913 1,953,126 1,194,106
10(a) 106,689 50,449 94,887
10(a) (721); (14,959) (2,154)
870,881 1,988,616 1,286,839
907,587 768,753 1,032,588
11 523,401 0 13,933,871
523,401 0 13,933,871
1,430,988 768,753 14,966,459

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



SHIRE OF KENT

STATEMENT OF COMPREHENSIVE INCOME
BY PROGRAM

FOR THE YEAR ENDED 30TH JUNE 2019

2019 2019 2018
NOTE Actual Budget Actual
$ $ $
Revenue
Governance 17,937 10,300 11,414
General purpose funding 4,285,453 3,060,896 3,715,475
Law, order, public safety 83,770 80,460 67,152
Health 990 0 0
Education and welfare 0 500 0
Housing 65,236 71,086 63,802
Community amenities 355,328 224,938 276,511
Recreation and culture 10,555 14,100 56,090
Transport 2,148,484 2,813,023 3,157,760
Economic services 73,921 43,150 56,009
Other property and services 177,873 179,779 197,963
7,219,547 6,498,232 7,602,176
Expenses
Governance (485,945) (531,269) (518,046)
General purpose funding (79,054) (88,227) (76,762)
Law, order, public safety (179,232) (190,410) (170,905)
Health (18,201) (33,257) (13,371)
Education and welfare (28,329) (33,436) (23,667)
Housing (193,857) (215,581) (179,798)
Community amenities (467,224) (509,514) (360,392)
Recreation and culture (788,390) (600,768) (736,475)
Transport (4,510,805) (5,106,230) (5,426,094)
Economic services (210,838) (185,805) (119,121)
Other property and services (197,984) (199,335) (204,585)
(7,159,859) (7,693,832) (7,829,216)
Finance Costs 2(b)
Housing (18,959) (20,039) (21,829)
Community amenities (1,687) (1,704) (1,808)
Economic services (1,262) (1,390) (2,134)
Other property and services (1,074) (1,130) (1,440)
(22,982) (24,263) (27,211)
36,706  (1,219,863) (254,251)
Non-operating grants, subsidies and
contributions 2(a) 764,913 1,953,126 1,194,106
Profit on disposal of assets 10(a) 106,689 50,449 94,887
(Loss) on disposal of assets 10(a) (721) (14,959) (2,154)
870,881 1,988,616 1,286,839
Net resulit for the period 907,587 768,753 1,032,588
Other comprehensive income
Items that will not be reclassified subsequently to profit or loss
Changes in asset revaluation surplus 11 523,401 0 13,933,871
Total other comprehensive income for the period 523,401 0 13,933,871
Total comprehensive income for the period 1,430,988 768,753 14,966,459

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



SHIRE OF KENT
STATEMENT OF FINANCIAL POSITION
FOR THE YEAR ENDED 30TH JUNE 2019

2018
NOTE 2019 Restated *
$ $
CURRENT ASSETS
Cash and cash equivalents 3 6,354,790 4,421,837
Trade receivables 5 106,298 1,046,493
Inventories 6 64,013 76,827
TOTAL CURRENT ASSETS 6,525,101 5,645,157
NON-CURRENT ASSETS
Trade receivables 5 0 11,445
Other Financial Assets 7 71,552 0
Property, plant and equipment 8 11,665,499 11,533,686
Infrastructure 9 250,179,380 250,220,850
TOTAL NON-CURRENT ASSETS 261,916,431 261,765,981
TOTAL ASSETS 268,441,532 267,311,138
CURRENT LIABILITIES
Trade and other payables 12 137,554 293,893
Borrowings 13(a) 88,316 83,874
Employee related provisions 14 231,907 307,810
TOTAL CURRENT LIABILITIES 457,777 685,577
NON-CURRENT LIABILITIES
Borrowings 13(a) 254,188 342,504
Employee related provisions 14 64,919 49,395
TOTAL NON-CURRENT LIABILITIES 319,107 391,899
TOTAL LIABILITIES 776,884 1,077,476
NET ASSETS 267,664,648 266,233,662
EQUITY
Retained surplus 32,041,988 31,298,582
Reserves - cash backed 4 2,386,065 2,221,885
Revaluation surplus 11 233,236,595 232,713,195
TOTAL EQUITY 267,664,648 266,233,662

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



SHIRE OF KENT
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30TH JUNE 2019

RESERVES
RETAINED CASH REVALUATION TOTAL
NOTE SURPLUS BACKED SURPLUS EQUITY
$ $ $ $
Balance as at 1 July 2017 30,368,839 2,119,040 218,779,324 251,267,201
Comprehensive income
Net resuilt for the period 1,032,588 0 0 1,032,588
Other comprehensive income 11 0 0 13,933,871 13,933,871
Total comprehensive income 1,032,588 0 13,933,871 14,966,459
Transfers from/(to) reserves (102,845) 102,845 0 0
Balance as at 30 June 2018 31,298,582 2,221,885 232,713,195 266,233,660
Comprehensive income
Net result for the period 907,587 0 0 907,587
Other comprehensive income 11 0 0 523,401 523,401
Total comprehensive income 907,587 0 523,401 1,430,988
Transfers from/(to) reserves (164,180) 164,180 0 0
Balance as at 30 June 2019 32,041,988 2,386,065 233,236,595 267,664,648

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



SHIRE OF KENT
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30TH JUNE 2019

2019 2019 2018
NOTE Actual Budget Actual
$ $ $
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts
Rates 2,332,171 2,263,721 2,220,149
Operating grants, subsidies and contributions 4,951,697 4,619,086 3,740,907
Fees and charges 629,764 529,626 618,593
Interest received 123,156 88,325 114,585
Goods and services tax received 62,050 67,000 (88,070)
Other revenue 72,349 49,401 52,518
8,171,187 7,617,159 6,658,682
Payments
Employee costs (1,853,889) (1,909,098) (1,687,422)
Materials and contracts (2,602,189) (3,632,472) (2,990,245)
Utility charges (150,086) (133,017) (123,916)
Interest expenses (16,887) (23,563) (28,416)
Insurance paid (133,924) (127,532) (121,765)
Goods and services tax paid 108,095 0 (131,630)
Other expenditure (383,163) (296,694) (385,884)
(5,032,043) (6,122,376) (5,469,278)
Net cash provided by/(used in) '
operating activities 15 3,139,144 1,494,783 1,189,404
CASH FLOWS FROM INVESTING ACTIVITIES
Payments for purchase of
property, plant & equipment (867,299) (3,244,800) (1,509,726)
Payments for construction of infrastructure (1,330,052) (2,067,549) (1,411,239)
Non-operating grants,
subsidies and contributions 764,913 1,953,126 1,194,106
Proceeds from sale of property, plant & equipment 310,121 153,000 320,682
Net cash provided by/{used in)
investment activities (1,122,317) (3,206,223) (1,406,177)
CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of borrowings (83,874) (83,873) (79,672)
Net cash provided by/(used In)
financing activities (83,874) (83,873) (79,672)
Net increase/(decrease) in cash held 1,932,953 (1,795,313) (296,445)
Cash at beginning of year 4,421,837 4,421,837 4,718,282
Cash and cash equivalents
at the end of the year 15 6,354,790 2,626,524 4,421,837

This statement is to be read in conjunction with the accompanying notes.
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SHIRE OF KENT
RATE SETTING STATEMENT

FOR THE YEAR ENDED 30TH JUNE 2019

2019 2019 2018
NOTE Actual Budget Actual
$ $ $

OPERATING ACTIVITIES
Net current assets at start of financial year - surplus/(deficit) 2,721,569 3,072,365 2,351,409

2,721,569 3,072,365 2,351,409
Revenue from operating activities (excluding rates)
Governance 17,937 10,300 11,414
General purpose funding 2,010,532 792,175 1,497,942
Law, order, public safety 83,770 80,460 67,152
Health 990 0 0
Education and welfare 0 500 0
Housing 65,236 71,086 63,802
Community amenities 355,328 224,938 276,511
Recreation and culture 10,555 14,100 56,090
Transport 2,255,173 2,863,472 3,252,647
Economic services 73,921 43,150 56,009
Other property and services 177,873 179,779 197,963

5,051,315 4,279,960 5,479,530
Expenditure from operating activities
Governance (485,945) (531,269) (518,046)
General purpose funding (79,054) (88,227) (76,762)
Law, order, public safety (179,232) (190,410) (170,905)
Health (18,201) (33,257) (13,371)
Education and welfare (28,329) (33,436) (23,667)
Housing (212,816) (235,620) (201,627)
Community amenities (468,911) (511,218) (362,200)
Recreation and culture (788,390) (600,768) (736,475)
Transport (4,511,526) (5,121,189) (5,428,248)
Economic services (212,100} (187,195) (121,255)
Other property and services (199,058) (200,465) (206,025)

(7,183,562) (7,733,054) (7,858,581)

Non-cash amounts excluded from operating activities 23(a) 2,275,703 1,559,029 2,120,372
Amount attributable to operating activities 2,865,025 1,178,300 2,092,730
INVESTING ACTIVITIES
Non-operating grants, subsidies and contributions 764,913 1,953,126 1,194,106
Proceeds from disposal of assets 10(a) 310,121 153,000 320,682
Purchase of property, plant and equipment 8(a) (867,299) (3,244,800) (1,509,726)
Purchase and construction of infrastructure 9(a) (1,330,052) (2,067,549) (1,411,239)
Amount attributable to investing activities (1,122,317) (3,206,223) (1,406,177)
FINANCING ACTIVITIES
Repayment of borrowings 13(b) (83,874) (83,873) (79,672)
Transfers to reserves (restricted assets) 4 (181,180) (166,925) (377,545)
Transfers from reserves (restricted assets) 4 17,000 10,000 274,700
Amount attributable to financing activities (248,054) (240,798) (182,517)
Surplus/{deficit) before imposition of general rates 1,494,654 (2,268,721) 504,036
Total amount raised from general rates 22 2,274,921 2,268,721 2,217,533
Surplus/(deficit) after imposition of general rates 23(b) 3,769,575 0 2,721,569

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




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

1. BASIS OF PREPARATION

The financial repart comprises general purpose financial
statements which have been prepared in accordance with
Australian Accounting Standards (as they apply to local
governments and nol-for-profit entities) and Interpretations
of the Australian Accounting Standards Board, and the Local
iGovernment Act 1995 and accompanying regulations.

The Local Government {Financial Management) Regulations
1996 take precedence over Australian Accounting Standards.
'Regulation 16 prohibits a local government from recognising
as assets Crown land that is a public thoroughfare, such as
‘land under roads, and land not owned by but under the °
-control or management of the local government, unless it is a
golf course, showground, racecourse or recreational facility

of State or regional significance. Consequently, some assets,
including land under roads acquired on or after 1 July 2008,
‘have not been recognised in this financial report. This is not
.in accordance with the requirements of AASB 10571 Land
Under Roads paragraph 15 and AASB 116 Propetty, Plant
-and Equipment paragraph 7.

Accounting policies which have been adopted in the
preparation of this financial report have been consistently
tapplied unless stated otherwise, Except for cash flow and
rate setting information, the repart has been prepared on
the accrual basis and is based on historical costs, modified,
‘where applicable, by the measurement at fair value of
selected non-current assets, financial assets and liabiiities.

CRITICAL ACCOUNTING ESTIMATES

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

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

THE LOCAL GOVERNMENT REPORTING ENTITY

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

‘In the process of reporting on the local government as a single
unit, alt transactions ana balances between those funds (for
example, loans and transfers between funds) have been
-eliminated.

All monies held in the Trust Funds are excluded from the
financial statements. A separate statement of those monies
appear at Note 25 to these financial statements.



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

2. REVENUE AND EXPENSES
(a) Revenue
Grant Revenue

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

2019 2019 2018
Actual Budget Actual
$ $ $
Operating grants, subsidies and contributions
Governance 15,785 7,000 10,749
General purpose funding 1,884,187 701,000 1,380,273
Law, order, public safety 45,545 37,000 26,918
Health 9980 0 0
Education and welfare -0 500 0
Housing 802 1,000 803
Community amenities 280,717 147,138 188,559
Recreation and culture (4,000) 6,000 50,864
Transport 1.834,922 2,602,523 2,843,860
Other property and services 60,409 60,000 96,921
4,119,357 3,562,161 4,508,947
Non-operating grants, subsidies and contributions
Housing 0 1,100,000 0
Recreation and culture 52,587 0 48,100
Transport 712,326 853,126 1,146,006
764,913 1,953,126 1,194,106
Total grants, subsidies and contributions 4,884,270 5,615,287 5,793,053
SIGNIFICANT ACCOUNTING POLICIES
Grants, donations and other contributions Grants, donations and other contributions (Continued)
Grants, donations and other contributions are a particular period. and those conditions were undischarged
recognised as revenues when the local government as at the reporting date, the nature of and amounts pertaining
obtains control over the assets comprising the contributions. to those undischarged conditions are disclosed in Note 21.
That note also discloses the amount of contributions
Where contributions recognised as revenues during the recognised as revenues in a previous reporting period which
reporting period were obtained on the condition that they were obtained in respect of the local government's

be expended in a particular manner or used over operations for the current reporting period.



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

2. REVENUE AND EXPENSES (Continued)

2019 2019 2018
(a) Revenue (Continued) Actual Budget Actual
$ $ $
Significant revenue
WANDRRA Funding included in "Operating grants, 1,669,106 0 2,718,829
subsidies and contributions".
Other revenue
Other 72,349 49,400 52,518
72,349 49,400 52,518

Fees and Charges
Governance 916 800 495
General purpose funding 3,189 3,000 3,083
Law, order, public safety 38,225 43,310 40,235
Housing 64,233 69,836 62,864
Community amenities 74,611 77,800 87,951
Recreation and cuiture 14,555 8,100 5,226
Transport 307,495 200,500 306,163
Economic services 72,712 42,000 55,531
Other property and services 53,828 84,280 57,045

629,764 529,626 618,593
There were no changes during the year to the amount of the fees or charges detailed in the original budget.
Interest earnings
Reserve accounts interest 55,540 44,925 48,387
Rates instalment and penalty interest 17,257 18,400 17,422
Other interest earnings 50,359 25,000 48,776

123,156 88,325 114,585

| 11



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

2. REVENUE AND EXPENSES (Continued)
{b) Expenses

Significant expense
WANDRRA Funding included in "Materials and Contracts”.

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

Interest expenses (finance costs)
Borrowings (refer Note 13(b))

2019 2019 2018
Actual Budget Actual
$ $ $
1,700,178 0 2,790,172
15,040 20,000 14,000
11,500 0 910
26,540 20,000 14,910
22,982 24,263 27,211
22,982 24,263 27,211

[ 12



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

3. CASH AND CASH EQUIVALENTS - NOTE 2019 2018
$ $
Cash at bank and on hand 1,908,233 1,092,986
Term deposits 4,446,557 3,328,851
6,354,790 4,421,837
Comprises:
- Unrestricted cash and cash equivalents 3,803,023 2,057,343
- Restricted cash and cash equivalents 2,651,767 2,364,494
6,354,790 4,421,837

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

Reserve accounts

Leave Reserve 4 298,822 291,584

Plant Reserve 4 631,335 567,256

Land and Building Reserve 4 366,088 366,980

Sewerage Reserve 4 364,807 307,183

Nyabing Recreation Reserve 4 49,734 45,570

Pingrup Recreation Reserve 4 13,059 6,888

Water Provision Reserve 4 40,986 30,236

Cemetery Reserve 4 39,664 38,704

Refuse Disposal Facility Reserve 4 87,706 85,582

Admin Vehicle Reserve 4 46,243 45,123

Road Reserve 4 431,092 420,651

Landcare Reserve 4 16,529 16,128
2,386,065 2,221,885

Other restricted cash and cash equivalents

Unspent grants/contributions 21 165,702 142,609

Total restricted cash and cash equivalents 2,551,767 2,364,494

SIGNIFICANT ACCOUNTING POLICIES

Cash and cash equivalents Cash and cash equivalents (Continued)

‘Cash and cash equivalents include cash on hand, cash at bank, and which are subject to an insignificant risk of

deposits available on demand with banks and other short term changes in value and bank overdrafts. Bank overdrafts

highly liquid investments with original maturities of three months are reported as short term borrowings in current

or ess that are readily convertible to known amounts of cash {liabilities in the statement of financial position.

[13
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SHIRE OF KENT
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2019

5. TRADE RECEIVABLES 2019 2018
$ $
Current
Rates receivable 23,085 68,890
Sundry receivables 43,007 875,901
GST receivable 39,810 101,860
Other receivables - Interest Accrued 396 (158)
106,298 1,046,493
Non-current
Pensioner's rates and ESL deferred 0 11,445
0 11,445

SIGNIFICANT ACCOUNTING POLICIES

Trade and other receivables

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

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

‘Impairment and risk exposure

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

Previous accounting policy: Impairment of trade
receivables

'In the prior year, the impairment of trade receivables was
assessed based on the incurred loss model. Individual
receivables which were known to be uncollectible were
written off by reducing the carrying amount directly. The

other receivables were assessed collectively to determine

‘whether there was objective evidence that an impairment
‘had been incurred but not yet identified. For these
‘receivables the estimated impairment losses were
recognised in a separate provision for impairment.

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

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

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

| 15



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

6. INVENTORIES

Current
Other inventories - Fuel and Materials

The following movements in inventories occurred during the year:

Carrying amount at 1 July
Additions to inventory

Carrying amount at 30 June

SIGNIFICANT ACCOUNTING POLICIES

General

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

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

2019 2018
$ $
64,013 76,827
64,013 76,827
76,827 59,496
(12,814) 17,331
64,013 76,827

| 16



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

7. OTHER FINANCIAL ASSETS

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

Financial assets at fair value through profit and loss
- Unlisted equity investments
Financial assets at fair value through profit and loss -Units in LG House

SIGNIFICANT ACCOUNTING POLICIES

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

Impairment and risk
information regarding impairment and exposure to risk can be found at
Note 24.

2019 2018
$ $
71,552
71,552
71,552
71,552

| 17
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SHIRE OF KENT
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2019

9. PROPERTY, PLANT AND EQUIPMENT (INCLUDING INFRASTRUCTURE)

SIGNIFICANT ACCOUNTING POLICIES

Fixed assets

Each class of fixed assets within either property plant and
equipment or infrastructure, 1s carried at cost or fair value as
indicated less, where applicable any accumulated depreciation and
impairment losses.

Initial recognition and measurement between

mandatory revaluation dates

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

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

Individual assets acquired between initial recognition: and the next
revaluation of the asset class in accordance with the mandatory
measurement framework. are recognised at cost and disclosed as
being at fair value as managetnent believes cost approxiinates
fair value. They are subject te subseguent revaluation at the

next anniversary date in accordance with the mandatory
measurement framework

‘Revaluation

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

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

‘Land under control

In accordance with Local Government (Financial Management)

‘Reguiation 16(a)(ii), the Shire was required to include as an asset

{by 30 June 2013), Crown Land operated by the local government
as a golf course, showground, racecourse or other sporting or
recreational facility of State or Regional significance.

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

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

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

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

Whilst such treatment is inconsistent with the requiremients of
AASB 1087, Locai Government (Financial Management}
Reguiation 4(2) provides, in the event of such an inconsistency,

the Local Government (Financial Managemeni) Regulations prevall,

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



SHIRE OF KENT

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

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

(a) Disposals of Assets

Plant and equipment

The following assets were disposed of during the year.

Plant and Equipment
Transport

Mitsub Triton (KT003)
Cat Dozer (KT023)
Toyota Landcruiser (OKT)
Ford Ranger (50KT)

JD Grader (KT050)
Toyota Landcruiser (OKT)

2019 2019 2019 2019 2018 2018
Actual Actual 2019 2019 Budget Budget 2019 2019 Actual Actual 2018 2018
Net Book Sale Actual Actual Net Book Sale Budget Budget Net Book Sale Actual Actual
Value Proceeds Profit Loss Value Proceeds Profit Loss Value Proceeds Profit Loss
$ $ $ $ $ $ $ $ $ $ $ $
204,163 310,121 106,689 (721) 117,510 153,000 50,449  (14,959) 227,948 320,682 94,887 (2,154)
204,153 310,121 106,689 (721) 117,610 153,000 50,449  (14,959) 227,948 320,682 94,887 (2,154)
2019 2019
Actual Actual 2019 2019
Net Book Sale Actual Actual
Value Proceeds Profit Loss
27,308 26,587 (] (721)
21,522 30,444 8,922 0
64,434 70,455 6,021 0
27,504 37,727 10,223 0
14,521 74,000 59,479 0
48,864 70,908 22,044 0
204,153 310,121 106,689 (721)
204,153 310,121 106,689 (721)

| 23



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

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

(b) Depreciation 2019 2019 2018
Actual Budget Actual
$ $ $

Buildings - non-specialised 158,013 147,663 144,051
Buildings - specialised 180,208 0 179,249
Furniture and equipment 7,625 6,376 6,565
Plant and equipment 639,943 441,045 611,382
Infrastructure - Roads 1,203,159 901,177 1,138,315
Other infrastructure - Other 165,754 98,258 125,413

2,354,702 1,594,519 2,204,975

SIGNIFICANT ACCOUNTING POLICIES

Depreciation

The depreciable armount of all fixed assets including buildings
but excluding freehold land and vested land, are depreciated
on a straight-line basis over the individual asset's useful life
fromi 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 valuss 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 arnount.

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 Useful life
Buildings 50 years
Furniture and equipment 10 years
‘Heavy plant and equipment 12 years
:Light plant and equipment 7 years
‘Sedan-type vehicles 10 years
Electronic equipment 3 years

Sealed roads and streets

-formation not depreciated
-pavement 50 years
Seal

-bituminous seals 20 years
-asphall surfaces 25 years
Gravel roads

-formation not depreciated
-pavement 50 years

Depreciation (Continued)

When an item of property, plant and equipment is

revalued, any accumulated depreciation at the date of

the revaluation is treated iri one of the following ways:

(a: The gross carrying amount is adjusted in a manper
that is consistent with the revaluation of the carrying
amount of the assetl. For exaniple, the gross carrying
amount may be restated by reference to observable
market cata or it may be restated proporticnately to the
change in the carrying amount. The accumulated
depreciaticn at the date of the revaluation is adjusted
to equal the difference between the gross carrving
amount and the carrving 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.
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SHIRE OF KENT
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2019

12. TRADE AND OTHER PAYABLES 2019 2018
$ $

Current
Sundry creditors 71,706 348,682
Rates paid in advance 9,786 3,691
Accrued salaries and wages 19,088 11,370
ATO liabilities 25,903 25,893
Other payables - Accrued Interest on borrowings 7977 9,258
GST 3,094 (105,001)

137,554 293,893

SIGNIFICANT ACCOUNTING POLICIES

Trade and other payables (Continued)

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

Trade and other payables

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

NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

FOR THE YEAR ENDED 30TH JUNE 2019

13. INFORMATION ON BORROWINGS (Continued)

2019 2018
(c) Undrawn Borrowing Facilities $ $

Credit Standby Arrangements

Bank overdraft fimit 100,000 100,000
Bank overdraft at balance date 0 0
Credit card limit 18,000 18,000
Credit card balance at balance date (1,454) (2,564)
Total amount of credit unused 116,546 115,436
Loan facilities

Loan facilities - current 88,316 83,874
Loan facilities - non-current 254,188 342,504
Total facilities in use at balance date 342,504 426,378

SIGNIFICANT ACCOUNTING POLICIES
‘Financial liabilities

Financial lizbilities are recognised &t fair value when the Shive becornes

a parly to the centraciuzl provisions to the ‘nstrument.

Non-cervative finarcial iasilties (exclud ng financia. guarantees) are
subsequently measurea at emoriised cost Gains or logses are
recognised in profitor oss.

Financial lizbilites are cerecegrised where the refaieo obligations ere
discharged carce'led or expireo. The ditference belween the carrying
amount of the ‘inancia’ lighi ty extinga:shed or transferred to another
pary and the fair value of the censioeratien paid. inciuding the fransfor
of non-cash assetls o lizbiites assumec. is reccgrisec 1n profit or loss.

Borrowing costs

Borrowing costs are reccegrisec 2s an exeense when .ncurred except
where they are direcily ettrbuteble to the acquisiticn, construction or
proouctior ¢f 2 qual fying asset. Where tnis is the case, they are
cepitatised &s pani of the cost of the particuiar asset until sucn tme
as the asset is sunsterdaily ready for .is inlencec use or sale.

Risk
Inferration regard'rg expesure fo sk car be found at Note 24
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SHIRE OF KENT
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2019

14. EMPLOYEE RELATED PROVISIONS

Employee Related Provisions

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

Additional provision
Amounts used
Balance at 30 June 2019

Comprises
Current
Non-current

Amounts are expected to be settled on the following basis:

Less than 12 months from reporting date
More than 12 months from reporting date

Provision for Provision for

Annual Long Service
Leave Leave Total
$ $ $
208,448 99,362 307,810
0 49,395 49,395
208,448 148,757 357,205
119,281 74,350 193,631
(203,615) (50,395) (254,010)
124,114 172,712 296,826
124,114 107,793 231,907
0 64,919 64,919
124,114 172,712 296,826

Annual Leave Long Service Leave

2019 2018 2019 2018
$ $ $ $
124,114 208,448 107,793 99,362
0 0 64,919 49,395
124,114 208,448 172,712 148,757

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

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

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

‘Other long-term employee benefits

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

in the statement of financial position.

Long-term employee benefits are measured at the present
ivalue 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

Other long-term employee benefits (Continued)

-rates determined by reference to market yields at the end
:of the reporting pericd on government bonds that have
‘maturity dates that approximate the terms of the obligations.
Any remeasurements for changes in assumptions of
iobligations for other long-term employee benefits are
‘recognised in profit or loss in the periods in which the
changes occur.

The Shire’s obligations for long-term employee benefits are
‘presented as non-current provisions in its statement of
financial position, except where the Shire does not have an
unconditional nght to defer seitlement for at least 12 months
‘after the end of the reporting period, in which case the
cbligations are presented as current provisions.

iProvisions

‘Provisions are recoegnised when the Shire has a present
‘legal or constructive cbligation, as a result of past evenis,
“for which it is probable that an outflow of economic benefits
iwill resull and that outflow can be reliably measured.

‘Provisions are measured using the best estimate of the
-amounts required to settie the obligation at the end of the
‘reporting period.
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SHIRE OF KENT
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2019

15. 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:

Cash and cash equivalents

Reconciliation of Net Cash Provided By

Operating Activities to Net Result
Net result

Non-cash flows in Net result:
Adjustments of financial assets
Depreciation
(Profit)loss on sale of asset

Changes in assets and liabilities:
(Increase)/decrease in receivables
(Increase)/decrease in other assets
(Increase)/decrease in inventories
Increase/(decrease) in payables
Increase/(decrease) in provisions

Grants contributions for

the development of assets
Net cash from operating activities

2019 2019 2018
Actual Budget Actual
$ $ $

6,354,790 2,626,524 4,421,837
907,587 768,753 1,032,588
71,552 0 0
2,354,702 1,594,519 2,204,975
(105,968) (35,490) (92,733)
951,640 1,118,927 (943,494)
(71,552) 0 0
12,814 15,000 (17,331)
(156,339) (26,800) 147,648
(60,379) 13,000 51,858
(764,913) (1,953,126) (1,194,107)
3,139,144 1,494,783 1,189,404



SHIRE OF KENT

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

16. TOTAL ASSETS CLASSIFIED BY FUNCTION AND ACTIVITY

17.

18. CAPITAL COMMITMENTS

(a) Capital Expenditure Commitments
The Shire of Kent did not have any future capital expense commitments
as at 30 June 2019. (2018: Nil)

(b) Operating Lease Commitments
The Shire of Kent did not have any future operating lease commitments
as at 30 June 2019. (2018: Nil)

Governance

Law, order, public safety

Housing

Community amenities
Recreation and culture

Transport

Economic services
Other property and services

Unallocated

CONTINGENT LIABILITIES

2019 2018
$ $
562,307 572,765
650,601 717,150
2,452,425 2,477,325
2,050,208 2,086,307
6,344,378 6,659,645
245,655,525 245,527,924
351,348 363,674
3,433,073 2,934,158
6,941,667 5,972,190
268,441,532 267,311,138

In compliance with the Contaminated Sites Act 2003 Section 11, the Shire of Kent
has listed sites to be possible sources of contamination. Details of those sites are;

-Nyabing and Pingrup Refuse Sites
-Nyabing and Pingrup Depot

Until the Shire of Kent conducts an investigation to determine the presence an scope
of contamination, assess the risk, and agree with the Department of Water and
Environmental Regulation on the need and criteria for remediation of a risk based
approach, the Shire of Kent is unable to estimate the potential costs associated

with remediation of these sites. This approach is consistent with the Department

of Water and Environmental Regulation Guidelines.
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SHIRE OF KENT
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2019

19. RELATED PARTY TRANSACTIONS

Elected Members Remuneration

2019 2019 2018
The following fees, expenses and allowances were Actual Budget Actual
paid to council members and the President. $ $ $
Meeting Fees 55,333 64,000 57,333
President's Allowance 6,000 8,000 8,000
Travelling Expenses 3,876 21,500 8,717
Communication Allowance 7,000 8,000 8,000
72,209 101,500 82,050
Key Management Personnel (KMP) Compensation Disclosure
2019 2018
The total of remuneration paid to KMP of the Actual Actual
Shire during the year are as follows: $ $
Short-term employee benefits 406,033 472,743
Post-employment benefits 40,042 45,390
Other long-term benefits 38,718 41,170
Termination benefits 82,574 4,984
567,367 564,287

Short-term employee benefits
These amounts include all salary and fringe benefits 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 cost of providing for the Shire's superannuation
contributions made during the year.

Other long-term benefits

These amounts represent annual and long service benefits accruing during the year.

Termination benefits
These amounts represent termination benefits paid to KMP



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

19. RELATED PARTY TRANSACTIONS (Continued)

Transactions with related parties

Transactions between related parties and the Shire are on normal commercial terms and conditions,

no more favourable than those available to other parties, unless otherwise stated.

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

2018
Actual

2019
The following transactions occurred with related parties: Actual
$
Sale of goods and services
Purchase of goods and services 121,517

Amounts payable to related parties:
Trade and other payables

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

i. Key management personnel

$

0
101,981

1,790

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

Any entity that is controlled by or over which KMP, close family members of KMP, have authority and responsibility

for planning, directing and controlling the activities of the entity, directly or indirectly are considered related

parties in relation to the Shire.

iii. Entities subject to significant influence by the Shire

An entity that has the power to participate in the financial and operating policy decisions of an
entity, but does not have control over those policies, is an entity which holds significant influence.

Significant influence may be gained by share ownership, statute or agreement.
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SHIRE OF KENT
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2019

22. RATING INFORMATION (Continued)

(e) Interest Charges & Instalments

Instalment Instalment Unpaid Rates
Date Plan Plan Interest
Instalment Options Due Admin Charge Interest Rate Rate
$ % %
Option One 07 Sep 2018 0 0.00% 11.00%
Single full payment
Option Two
First instalment 07 Sep 2018 10.00 5.50% 11.00%
Second instalment 18 Jan 2019 10.00 5.50% 11.00%
Option Three
First instalment 07 Sep 2018 10.00 5.50% 11.00%
Second instaiment 09 Nov 2018 10.00 5.50% 11.00%
Third instalment 18 Jan 2019 10.00 5.50% 11.00%
Fourth instalment 22 Mar 2019 10.00 5.50% 11.00%
2019 2019 2018
Actual Budget Actual
$ $ $

Interest on unpaid rates 9,713 10,400 10,988
Interest on instalment plan 7,544 8,000 6,434
Charges on instalment plan 2,470 2,500 2,130

19,727 20,900 19,652
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SHIRE OF KENT
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2019

23. RATE SETTING STATEMENT INFORMATION

(a) Non-cash amounts excluded from operating activities

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

Adjustments to operating activities

Less: Profit on asset disposals

Movement in pensioner deferred rates (non-current)
Movement in inventory (non-current)

Movement in employee benefit provisions (non-current)
Movement in other provisions (non-current)

Add: Loss on disposal of assets

Add: Depreciation on assets

Non cash amounts excluded from operating activities

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

The following current assets and liabilities have been excluded
from the net current assets used in the Rate Setting Statement
in accordance with Financial Management Regulation 32 to
agree to the surplus/(deficit) after imposition of general rates.

Adjustments to net current assets
Less: Reserves - restricted cash

Add: Borrowings

Total adjustments to net current assets

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

Less: Total current liabilities

Less: Total adjustments to net current assets

Net current assets used in the Rate Setting Statement

201819

2018/19 Budget 2018/19
(30 June 2019 (30 June 2019 (1 July 2018

Carried Carried Brought

Note Forward) Forward) Forward)

$ $ $
10(a) (106,689) (50,449) (94,887)
11,445 0 (2,673)
0 0 0
15,524 0 10,803
0 0

10(a) 721 14,959 2,154
10(b) 2,354,702 1,694,519 2,204,975
2,275,703 1,669,029 2,120,372
3 (2,386,065) (2,378,811) (2,221,885)
13(a) 88,316 0 83,874
(2,297,749) (2,378,811) (2,138,011)
6,525,101 2,826,136 5,545,157
(457,77T7) (447,325) (685,577)
(2,297,749) (2,378,811) (2,138,011)
3,769,575 0 2,721,569
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24. FINANCIAL RISK MANAGEMENT

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

performance.

Risk Exposure arising from Measurement = Management
Cash and cash equivalents and Sensitivit

Market risk - interest rate Long term borrowings at variable Sitvity Utilise fixed interest rate borrowings
Fates analysis

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

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

Rolling cash flow Availablity of commited credit lines

Liquidity risk Borrowings and other liabilities forecasts and borrowing facilities

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

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

(a) Interest rate risk

Cash and cash equivalents

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

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

and non-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
» % $ $ $ $
12019
‘Cash and cash equivalents 1.46% 6,354,790 4,448,557 1,310,127 598,106
2018
Cash and cash equivalents 1.99% 4,421,837 3,328,851 200,126 892,860
Sensitivity
Profit or loss is sensitive to higher/lower interest income from cash and cash equivalents as a resuit of changes in
interest rates. 2019 2018
$ $

Impact of a 1% movement in interest rates on profit and loss and equity* 13,101 2,001

*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 Shire manages this risk by borrowing long term and fixing the interest rate to the situation considered the most
advantageous at the time of negotiation. The Shire does not consider there to be any interest rate risk in relation to borrowings.
Details of interest rates applicable to each borrowing may be found at Note 13(b).
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24. FINANCIAL RISK MANAGEMENT (Continued)
(b) Credit risk

Trade Receivables

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

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

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

The level of outstanding receivables is reported to Council monthly and benchmarks are set and monitored for acceptable
collection performance.

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

The expected loss rates are based on the payment profiles of rates and fees and charges over a period of 36 months

before 1 July 2018 or 1 July 2019 respectively and the corresponding historical losses experienced within this period.
Historical credit loss rates are adjusted to reflect current and forward-looking information on macroeconomic factors

such as the ability of ratepayers and residents to settle the receivables. Housing prices and unemployment rates have been
identified as the most relevant factor in repayment rates, and accordingly adjustments are made fo the expected credit loss
rate based on these factors. There are no material receivables that have been subject to a re-negotiation of repayment terms.

The loss allowance as at 30 June 2019 and 1 July 2018 (on adoption of AASB 9) was determined as follows for rates
receivable. No expected credit loss was forecast on 1 July 2018 or 30 June 2019 for rates receivable as penalty interest

applies to unpaid rates and properties associated with unpaid rates may be disposed of to recover unpaid rates.

More than 1 More than 2 More than 3

Current year past due years past due years past due Total
30 June 2019
Rates receivable 0% 0% 0% 0%
Gross carrying amount 191 15,804 4,372 2,718 23,085
Loss allowance 0 0 0 0 0
01 July 2018
Rates receivable 0.00% 0.00% 0.00% 0.00%
Gross carrying amount 27,975 14,471 13,707 24,182 80,335
Loss allowance 0 0 0 0 0
The loss allowance as at 30 June 2019 and 1 July 2018 (on adoption of AASB 9) was determined as follows for sundry
receivables.
More than 30 More than 60 More than 90
Current days past due days past due days past due Total
30 June 2019
Sundry Receivables
Expected credit loss 0.00% 0.00% 0.00% 0.00%
Gross carrying amount 37,729 3,992 618 668 43,007
Loss allowance 0 0 0 0 0
01 July 2018
Sundry Receivables
Expected credit loss 0.00% 0.00% 0.00% 0.00%
Gross carrying amount 852,492 12,306 10,000 1,103 875,901
Loss allowance 0 0 0 0 0
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24. FINANCIAL RISK MANAGEMENT (Continued)
(c) Liquidity risk

Payables and borrowings

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

on hand to meet payment obligations as and when they fall due. The Shire manages this risk by monitoring
its cash flow requirements and liquidity levels and maintaining an adequate cash buffer. Payment terms
can be extended and overdraft facilities drawn upon if required and disclosed in Note 13(c)

The contractual undiscounted cash flows of the Shire’s payables and borrowings are set out in the
liquidity table below. Balances due within 12 months equal their carrying balances, as the impact

of discounting is not significant.

Due Due Due Total
within between after contractual  Carrying
1 year 1&5years 5years cash flows values
2019 $ $ $ $ $
Payables 134,460 0 0 134,460 134,460
Borrowings 29,877 358,205 0 388,082 342,504
164,337 358,205 0 522,542 476,964
2018
Payables 308,894 0 0 398,894 398,894
Borrowings 108,132 328,684 71,288 508,104 426,378
507,026 328,684 71,288 906,998 825,272
25. 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 Amounts
2018 Received
$ $
Housing Bonds 5,212 1,196
Other 178 0
Builders Registration Board (BRB) & 0 1,255
Building Construction Industry
Training Fund (BCITF)
5,390 2,451

26.

Amounts
Paid 30 June 2019
$ $
(6,248) 160
0 178
(1,255) 0
(7,503) 338

EVENTS OCCURRING AFTER THE END OF THE REPORTING PERIOD

There were no events occuring after the end of the reporting period that requires adjustments

or disclosure to the financial report.
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27.

(a)

INITIAL APPLICATION OF AUSTRALIAN ACCOUNTING STANDARDS

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

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

AASB 9 Financial instruments

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

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

The Shire applied AASB 9 prospectively, with an initial application date of 1 July 2018. The adoption of
AASB 9 has resulted in changes in accounting policies and adjustments to the amounts recognised in
the financial statements. In accordance with AASB 9.7.2.15, the Shire has not restated the comparative
information which continues to be reported under AASB 139. Differences arising from adoption have
been recognised directly in accumulated surplus/(deficit).

Classification and measurement

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

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

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

- Trade and other receivables classified as Trade receivables as at 30 June 2018 are held to collect
contractual cash flows and give rise to cash flows representing solely payments of principal and
interest. These are classified and measured as Financial assets at amortised cost beginning

1 July 2018.

- The Shire designated units in Local Government House Trust as other financial assets as at fair value
through profit and loss which are transferred from property, plant and equipment.

(b) Impairment

The adoption of AASB 9 has fundamentally changed the Shire’s accounting for impairment losses for
financial assets by replacing AASB 139’s incurred loss approach with a forward-looking expected credit
loss (ECL) approach. AASB 9 requires the Shire to recognise an allowance for ECLs for all financial assets
not held at fair value through P/L. Upon adoption of AASB 9, the Shire had nil impairment of Shire's

trade receivables as at 1 July 2018.
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28. NEW ACCOUNTING STANDARDS AND INTERPRETATIONS FOR APPLICATION IN FUTURE YEARS

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

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

These standards are applicable to future reporting periods and have not yet been adopted.
(a) Revenue from Contracts with Customers

The Shire will adopt AASB 15 Revenue from Contracts with Customers (issued December 2014) on 1 July 2019 resulting in changes in
accounting policies. In accordance with the transition provisions AASB 15, the Shire will adopted the new rules retrospectively with the
cumulative effect of initially applying these rules recognised on 1 July 2019. In summary the following adjustments are expected to be
made to the amounts recognised in the balance sheet at the date of initial application (1 July 2019):

AASB 118 AASB 15
carrying amount carrying amount
Note 30 June 2019 Reclassification 01 July 2019
$ $ $
Contract liabilities - current
Unspent grants, contributions and reimbursements 0 165,702 165,702
Adjustment to retained surplus from adoption of AASB 15 28(d) (165,702)

(b) Leases
The Shire adopted AASB 16 Leases (issued February 2016) retrospectively from 1 July 2019 which resulted in changes in
accounting policies. In accordance with the transition provisions of AASB 16, the Shire has appplied this Standard to its leases
retorspectively, with the cumulative effect of initially applying AASB16 recognised on 1 July 2019. In applying the AASB 16 under
the specific transition provisions chosen, the Shire will not restate comparatives for prior reporting periods.

On adoption of AASB 16, the Shire will recognise lease liabilities in relation to leases which had previously been classified as an 'operating
lease' applying AASB 117. These lease liabilities will be measured at the present value of the remaining lease payments, discounted using
the lessee's incremental borrowing rate on 1 July 2019. The weighted average lessee's incremental borrowing rate applied to the lease
liabilities on 1 July 2019 is 6.13%.

On adoption of AASB 16, the Shire will recognise a right-of-use asset in relation to a lease which had previously been classified as an
‘operating lease' applying AASB 117. This right-of-use asset is to be measured as if AASB 16 had been applied since its commencement
date by the carrying amount but discounted using the lessee's incremental borrowing rate as on 1 July 2019.

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

underlying asset is of low value (threshold set at $5,000) . Assets for which the fair value as at the date of acquisition is under $5,000 are
not recognised as an asset in accordance with Financial Management Regulation 17A (5).

In applying AASB 16 for the first time, the Shire 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.
As at 30 June 2019 the Shire of Kent had no leases required to be recognised.
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28. NEW ACCOUNTING STANDARDS AND INTERPRETATIONS FOR APPLICATION IN FUTURE YEARS (Continued)

(c) Income For Not-For-Profit Entities

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

not be restated in accordance with AASB 1058 transition requirements.

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

AASB 1004 AASB 1058
carrying amount carrying amount
Note 30 June 2019 Reclassification 01 July 2019
$ $ $
Trade and other payables 137,564 0 137,654
Adjustment to retained surplus from adoption of AASB 1058 28(d) 0

Prepaid rates are, until the taxable event for the rates has occurred, refundable at the request of the ratepayer. Therefore the rates
received in advance give rise to a financial liability that is within the scope of AASB 9. On 1 July 2019 the prepaid rates will be recognised
as a financial asset and a related amount recognised as a financial liability and no income recognised by the Shire. When the taxable event
occurs the financial liability will be extinguished and the Shire will recognise income for the prepaid rates that have not been refunded.

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

(d) Impact of changes to Retained Surplus

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

Note  Adjustments 2019
$
Retained surplus - 30 June 2019 30,368,839
Adjustment to retained surplus from adoption of AASB 15 28(a) (165,702)
Adjustment to retained surplus from adoption of AASB 1058 28(c) 0 (165,702)
Retained surplus - 01 July 2019 30,203,137
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29. OTHER SIGNIFICANT ACCOUNTING POLICIES
‘a) Goods and services tex (GST)
:Revenues, expenses and assets are recognised net of the amount of GST,
except where the amount of GST incurred is not recoverable from the
Austraiian Taxetion Office (ATO).

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

Cash fows are presented on z gross basis The GST components of cash
flows arising from investing or financing activities which are recoverable from
cr payable to, the ATO are presentec as operzeting cash flows,

'b) Current and non-current classification

The asset or lability is classified as current if it is expected 1o be settied
with:n the next 12 months, beirg the Shire’s operationai cycle. In the case of
Jiabilities where the Shire does not have the unconditiona’ right to defer
.setiiement beyone 12 months, such as vested long service ieave, the lizbility
is classified as current even If not expected to be settled within the next 12
‘months. tnvenories heid for trading are classified as current or non-currert
‘based cn the Shire's intentions to reiease for sele.

¢) Rounding off figures
Al igures shown n this annugl financial report, otner than a rate in the dollar,
are rounced to the nearest dotlar. Amounts are presented in Austrazn Deliars.

d) Comparative figures
‘Where recuired. comparative figures have been adjusted to conform with
:changes in gresenietion for the cumrent financial vear.

‘When tae Shire app'ies an accaunting povicy retrospectively, makes 2
~efrospective restatement or reciassifies itemns ir iis financia! sweiements that
has a material efect on the statement cf financial pasition, an adeilicna:
(third) staterent of fnarcial position as at the beginning of the prececing
period in adcition to the minimum comyarative financizl statements is
‘presentad.

e) Budget comparative figures

Unless otrerwise stated, the budget comparative figures shewn in this annual
financial Yeport refate te the original pudget estimate for the relevant item of
\disciosure.

{) Superannuation

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

'g) Fair value of assets and liabilities
Fair value is the price that the Shire would receive to sell the asset or would
‘have to pay to transfer a lizbility, in an orderly (i.e. unforced) transaction
. between independent, knowledgezble ana willing market participants at the
mezsurement date

\As fair value is a market-based measure, the closest equvalent observable
:market pricing nformation is used to determine fair vaiue. Adjustments to
:market values may be made having regard to the characteristics of the
‘specific asset or liabiiity. Tne fair values of assets that are not traded in an
iactive market are determined using one or more valuation techniques. These
:valuation technigues maximise, to the exient possible, the use of observable
:market data

To the extent possible, mariet information is extracted from either the
principal market for the asset or uebility (i.e. the market with the greatest
volume and leve! of activity for the asset or liability) or, in the absence of
;such a market. the most advantageous market available to the entity at the
-end of the reporting pertod (i.e the market that maximises the receipts from
ithe sale of the asset after taking intc account transaction costs ana
'transoort costs).

‘Fer non-financial assets, the farr value measurement also takes into aceount
:& market participant’s abiitty fo use the asset in i's highest and best use or
‘to sell it to another market participant that would use the asset in is highest
‘and best use.

'h) Fair value hierarchy

{AASB 13 requires the disclosure of far value information by level of the far
ivalue hierarchy, which categorises fair value measurement into one of three
inossible tevels based on the lowest level that an input that is significant 1o the
rmeasurement can be categorised into as follows:

Level 1

‘Measurements bzsed on quoted prices (unadjusted) in sctive markets for
lidentical assets or liabilities that the enity can access at the measurement
‘date

'Level 2
Measurements based on inputs other than quoted prices included i Level 1
thet are observable fo- the asset or ligbility, either direstly or indirectly.

Level 3
‘Measurements based on unobservable inputs for the asset or ifability.

The fair values cf assets and liabilities that are not traded in an active market
iare determined using one or mere valuation technigques. These vafuation
‘techniques maximise, o the extent possible, the use of observabie market
‘date. I¥ glf significant inputs required to messure fair value are cbservable, the
«asset or liabikity s inciuded in Level 2. if one cr more significant inpuis are not
-based on observable merket data, the 2sset or liability is included in Leve! 3

"Valuation techniques

The Shire selects a vaiuaticn tectinigue that is app:cpriate n the circumstances
‘and for which sufficient data is aveilable lo (reasure fair value. The avai.ability
of sufiicient anc -elevan: date primarsily cepends on the specific cheracteristics
(of the asset or liabiity being measured. The vaiuation techrigues selectec by
‘the Shre are corsistent with cne or more of the foliowing valuation aporoaches:

Warket approach
Veluation techniques thal use prices and other relevant mformation
:generated by market ransactions for ldertical or similar assets or liabiiities.

{Income approach
Velizzion techniques that convert estimated future cash flows or income
and exoerses into a single oiscounted present value.

.Cost approach
‘Valugtion technigues that refect the current replacement cost of the service
canacity of an asset.

Each valuation technique recuires inoits thet reflect the assumpticns that
Ibuyers and seliers would use when pricing tne asset or liabiiity, including
.assumptions about risks. When selecting 2 valuation technicue, the Shire
igives priority to those technigues that maximise the use of observabie inputs

and minimise the use of unobservabie inputs. Inpu:s that zre developed using
imarket data (such as publicly available infermation on actuel rransactions) ang

redlect the assumptions that buyers and sellers would generally use when
pricing the asset or liabuity are considered observable, whereas inputs for
iwhich market data is riot avaiiable and therefore are developed using the best
hinformation avarable about such assumptions are considerec unobservable,

i) Impairment of assets

'In accordance with Australian Accounting Standaras the Shire's cash generating
non-specialised assets, other than inventeries, are assessed at each reporting
date to determine whether there is any indication they may be impairea.

‘Where such an indication exisis, an imparment test is carried out on the
asset by comparing the receverable amount of the asser, being the higher of
Hthe asset's fair value less costs to sell and value in use, to the asset's
‘carrying amount.

iAny excess of the asset's carrying amount over its recoverable amount is
recognised immediately in prefit or [oss, unless the asset 's carried at a
‘revaluec amount in accordance with another Stancard (e.g. AASB 116)
iwhereby any impairment loss of a revalued asset is treated a5 a revaluation
idecrease .n accerdance with that other Standard

'For ron-cash generating speciaised assets that are measured under the
revaiuatior mode: ,suca &s roads, drains, aublic buildings and the like, nc
Ltannuzl assessment of impairmert 1s required. Rether AASS 116.31 applies
'and revaluations neec only be made with suffic’ent regulatory to ensure the
jcarrying vaiue does not differ materially from that which would be defermined
\using fair value at the ends of the reporting period.

| 45



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

30. ACTIVITIES/PROGRAMS

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

PROGRAM NAME AND OBJECTIVES ACTIVITIES

GOVERNANCE

To provide a decision making process for the Administration and operations of facilities and services to members of council; other costs that
efficient allocation of scarce resources. relate to the tasks of assisting elected members and ratepayers on matters which do not concern

specific council services.
GENERAL PURPOSE FUNDING
To collect revenue to allow for the provision of Rates, general purpose government grants and interest revenue.
services.
LAW, ORDER, PUBLIC SAFETY
To provide services to help ensure a safer and Supervision of various by-laws, fire prevention, emergency service and animal control.
environmentally conscious community.
HEALTH
To provide an operational framework fot Food guality and pest control, immunisation services, operations of child healih clinics etc.
environmental and community health.
EDUCATION AND WELFARE
To provide services to disadvantaged persons, Operation ot pre-school facilities, assistance to playgroups and other voluntary services.
the elderly. children and vouth.
HOUSING
To provide and maintain staff housing and Provision and maintenance of staff housing.
provisicn to the community if there is an overflow
of housing tha! is surplus to council's requirement

for staff.

COMMUNITY AMENITIES

To provide services required by the community. Rubbish collection and recycling services. operation and maintenance of refuse sites,
administration of the town planning scheme, maintenance of cemeteries and cleaning and
maintenance of public conveniences

RECREATION AND CULTURE

To establish and effeclively manage Maintenance of halls. recreation centres and various reserves; operation oi libraries.

infrastructure and resources which will help the
sacial wellbeing of the community.

TRANSPORT

To provide safe, effective and efficient transport Construction and maintenance of strects, roads, cleaning and lighting of streets, depot

services to the community. maintenance.

ECONOMIC SERVICES

To help promote the Shire and its economic The regulation and provision of tourism, area promotion, building control, nexious weeds, vermin
wellbeing. control and standpipes.

OTHER PROPERTY AND SERVICES

To monitor and control the Shire’s overheads and Private works operation, plant repair and operational costs.

operating accounts.
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31. FINANCIAL RATIOS

Current ratio

Asset consumption ratio

Asset sustainability ratio

Debt service cover ratio

Operating surplus ratio

Own source revenue coverage ratio

The above ratios are calculated as follows:

Current ratio

Asset consumption ratio

Asset renewal funding ratio

Asset sustainability ratio

Debt service cover ratio

Operating surplus ratio

Own source revenue coverage ratio

2019 2018 2017
Actual Actual Actual
17.69 8.07 11.74

0.99 1.00 0.73

0.91 1.29 1.51
23.59 19.37 28.01

0.05 (0.05) 0.50

0.44 0.39 0.61

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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INDEPENDENT AUDITOR’S REPORT
To the Council of the Shire of Kent
Report on the Audit of the Financial Report

Opinion

| have audited the annual financial report of the Shire of Kent which comprises the Statement
of Financial Position as at 30 June 2019, the Statement of Comprehensive Income by Nature
or Type, Statement of Comprehensive Income by Program, Statement of Changes in Equity,
Statement of Cash Flows and Rate Setting Statement for the year then ended, and notes
comprising a summary of significant accounting policies and other explanatory information,
and the Statement by the Chief Executive Officer.

In my opinion the annual financial report of the Shire of Kent:
(i) is based on proper accounts and records; and
(if) fairly represents, in all material respects, the results of the operations of the Shire for
the year ended 30 June 2019 and its financial position at the end of that period in
accordance with the Local Government Act 1995 (the Act) and, to the extent that they
are not inconsistent with the Act, Australian Accounting Standards.

Basis for Opinion

| conducted my audit in accordance with Australian Auditing Standards. My responsibilities
under those standards are further described in the Auditor's Responsibilities for the Audit of
the Financial Report section of my report. | am independent of the Shire in accordance with
the 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 Matter — Basis of Accounting

| draw attention to Note 1 to the annual financial report, which describes the basis of
accounting. The annual financial report has been prepared for the purpose of fulfilling the
Shire’s financial reporting responsibilities under the Act. Regulation 16 of the Local
Government (Financial Management) Regulations 1996 (Regulations), does not allow a local
government to recognise some categories of land, including land under roads, as assets in the
annual financial report. My opinion is not modified in respect of this matter.

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

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

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

Auditor's Responsibility for the Audit of the Finan cial 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.

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

- Identify and assess the risks of material misstatement of the annual financial report,
whether due to fraud or error, design and perform audit procedures responsive to those
risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for
my opinion. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control.

- Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Shire’s internal control.

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

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

- Evaluate the overall presentation, structure and content of the annual financial report,
including the disclosures, and whether the annual financial report represents the
underlying transactions and events in a manner that achieves fair presentation.



I communicate with the Council and the CEO regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that | identify during my audit.

Report on Other Legal and Regulatory Requirements

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

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

a. The Shire has not reported the Asset Renewal Funding Ratio for 2019, 2018
and 2017 in the annual financial report as required by section 50(1)(c) of the
Local Government (Financial Management) Regulations 1996, as required
capital expenditure information is not available since the Shire has not prepared
and adopted an asset management plan;

b. Accounting journal entries until period ended December 2018 were posted with
no evidence of independent review and approval by another person. Accounting
journals can represent significant adjustments to previously approved
accounting transactions, and should therefore be independently reviewed and
approved, with evidence of this review being retained;

c. Purchases did not have appropriate quotes and the appropriate numbers of
quotes as required under the shires purchasing policy.

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

(i) All audit procedures were satisfactorily completed.

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

Matters Relating to the Electronic Publication of t he Audited Financial Report

This auditor’s report relates to the annual financial report of the Shire of Kent for the year ended
30 June 2019 included on the Shire’s website. The Shire’s management is responsible for the
integrity of the Shire’s website. This audit does not provide assurance on the integrity of the
Shire’s website. The auditor’s report refers only to the 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.

LEANNE K OLIVER RCA
DIRECTOR

BYFIELDS BUSINESS ADVISERS
Belmont, Western Australia

19 December 2019



