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NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2021

NOTE 28: FINANCIAL RISK MANAGEMENT

(b) Credit Risk

Trade Receivables
The City'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 paid. The City 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 City to recover property rates and services
charges debts as a secured charge over the land — that is, the land can be sold to recover the debt. Whilst the City was
historically able to charge interest on overdue rates and annual charges at higher than market rates, which further
encounrage payment, the effect of COVID-19 has been considered. Financial assistance provided to ratepayers is
expected to adversely affect the City's cash flows.

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

The City applies the AASB 9 Financial Instruments 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 from rates are based on the payment profiles of rates and fees and charges over a period of 36
months before 1 July 2020 or 1 July 2021 respectively and the corresponding historical losses experienced within this
period. Historical credit loss from 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 of rates, and accordingly adjustments are made to the
expected credit loss rate based on these factors. Re-negotiation of repayment terms is expected due to the COVID-19
pandemic.

The loss allowance as at 30 June 2021 for rates receivable was determined as follows and takes into account the waiver
of penalty interest due to the impact of COVID-19.

Current More than 1 More than 2 More than 3 Total
- year past due year pastdue | year past due
5 T S bl ik S WO bl b W e Y
Rates Receivable
Expected Credit Loss 0.00% 0.00% 0.00% 0.00%
Gross Carrying Amount 5,096,796 - - - 5,096,796
Loss Allowance - - - - -
30 June 2020
Rates Receivable |
Expected Credit Loss 0.00% 0.00% 0.00% | 0.00%
Gross Carrying Amount 6,912,476 - - - 6,912,476
Loss Allowance - - - - -

The loss allowance as at 30 June 2021 and 30 June 2020 was determined as follows for trade receivables.

Current More than 30 days | More than 60 | Morethan 90 | Total
e ______pastdue days pastdue | days pastdue |
30 June 2021 |
Sundry Receivable ?
Expected Credit Loss 0.00% 0.00% 0.00% 67.94% 41.42%
Gross Carrying Amount - 254,299 94,706 | 545,224 894,229
Loss Allowance - - - 370,398 370,398
i {
30 June 2020 |
Sundry Receivable |
Expected Credit Loss 0.00% 0.00% 0.00% 42.26% | 27.40%
Gross Carrying Amount 29,599 161,618 255,261 | 823,088 | 1,269,566
Loss Allowance - - - 347,831 347,831

Page 71 of 81



NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2021

NOTE 28: FINANCIAL RISK MANAGEMENT

Contract Assets

The City's contract assets represent work completed, which have not been invoiced at year end. This is due to the City
not having met all the performance obligations in the contract which give an unconditional right to receive consideration.
The City applies the simplified approach to measure expected credit losses which uses a lifetime expected loss allowance
for all contract assets. To measure the expected credit losses, contract assets have been grouped based on shared
credit risk characteristics and the days past due. Contract assets have substantially the same risk characteristics as the
trade receivables for the same types of contracts. The City has therefore concluded that the expected loss rates for trade
receivables are a reasonable approximation of the loss rates for the contract assets.

(c) Liquidity Risk
Payables, Borrowings and Other Financial Liability

Payables, borrowings and other financial liability 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 City 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 arranged if required.

The contractual undiscounted cash flows of the City's payables, borrowings and other financial liability 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 Carrying

within between after contractual values

1 year 1 & 5 years 5 years cash flows

$ ) $ $ $

2021
Payables 16,028,330 509,091 - 16,537,421| 16,537,421
Ei‘;gﬁ’i""t;”gs and Other Fisancial 1,575,249 3,138,960 512,362 5,226,571 | 5,226,571
Contract Liabilities 3,173,033 3,173,033| 3,173,033

20,776,612 3,648,051 512,362 24,937,025| 24,937,025
2020
Payables 15,232,306 453,903 - 15,686,209 15,686,209
E;rgicl’iwty'"gs and Other Financial 2,716,107 3,597,211 722,831 7,036,149 | 7,036,149
Contract Liabilities 1,326,969 1,326,969 1,326,969

o 19,275,382/ 4,051,114] ~  722,831]  24,049,327| 24,049,327
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NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2021

NOTE 29: 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.

(a) AASB 1059: Service Concession Arrangements - Grantors

Service concessions assets are those assets where a third-party operator constructs assets for
the City, upgrades existing assets of the City or uses existing assets of the City to operate and
maintain the assets to provide a public service, for a specified period of time. Where, in these
circumstances, the third-party operator provides a public service on behalf of the City and is
deemed to manage at least some of the services under its own discretion, the assets are
classified as service concession assets. Newly constructed or upgraded assets are measured at
current replacement cost in accordance with the cost approach to fair value in AASB 13 Fair
Value Measurement. In the case of existing assets, these are reclassified and treated in the
same manner with any difference at the date of reclassification between the carrying amount of
the assets and their fair value (current replacement cost) being treated as if it is a revaluation of
the asset.

AASB 1059 Service Concession Arrangements - Grantors does not apply to the City, where there
is no third-party operator to construct or upgrade existing assets or uses existing assets of the
City to operate and maintain the assets to provide a public service, for a specified period of time.

NOTE 30: EVENTS OCCURRING AFTER THE END OF THE REPORTING PERIOD

There are no significant events to report that occurred after the balance sheet date.
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NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2021

NOTE 31: OTHER SIGNIFICANT ACCOUNTING POLICIES

Goods and Services Tax (GST)
Revenues, expenses and assets are recognised net of the amount of GST, except where the
amount of GST incurred is not recoverable from the Australian Taxation Office (ATO).

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

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

Current and Non-Current Classification

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

Rounding Off Figures
All figures shown in this annual financial report, other than a rate in the dollar, are rounded to the
nearest dollar. Amounts are presented in Australian Dollars.

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

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

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

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

Fair Value of Assets and Liabilities

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

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

To the extent possible, market information is extracted from either the principal market for the asset
or liability (i.e. the market with the greatest volume and level of activity for the asset or liability) or, in
the absence of such a market, the most advantageous market available to the entity at the end of
the reporting period (i.e. the market that maximises the receipts from the sale of the asset after
taking into account transaction costs and transport costs).
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NOTE 31: OTHER SIGNIFICANT ACCOUNTING POLICIES

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

Fair Value Hierarchy

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

Level 1
Measurements based on quoted prices (unadjusted) in active markets for identical assets or
liabilities that the entity can access at the measurement date.

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

Level 3
Measurement based on unobservable inputs for the asset or liability.

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

Valuation Techniques

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

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

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

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

Each valuation technique requires inputs that reflect the assumptions that buyers and sellers would
use when pricing the asset or liability, including assumptions about risks. When selecting a
valuation technique, the City gives priority to those techniques that maximise the use of observable
inputs and minimise the use of unobservable inputs. Inputs that are developed using market data
(such as publicly available information on actual transactions) and reflect the assumptions that
buyers and sellers would generally use when pricing the asset or liability are considered observable,
whereas inputs for which market data is not available and therefore are developed using the best
information available about such assumptions are considered unobservable.
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NOTE 31: OTHER SIGNIFICANT ACCOUNTING POLICIES

Impairment of Assets

In accordance with Australian Accounting Standards the City’s cash generating non-specialised
assets, other than inventories are assessed at each reporting date to determine whether there is any
indication they may be impaired.

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

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

For non-cash generating specialised assets that are measured under the revaluation model such as
roads, drains, public buildings and he like, no annual assessment of impairment is required. Rather
AASB116.31 applies and revaluations need only be made with sufficient regulatory to ensure the
carrying value does not differ materially from that which would be determined using fair value at the
end of the reporting period.

Leases

At inception of a contract, the City assesses if the contract contains or is a lease. A contract is, or
contains, a lease if the contract conveys the right to control the use of an identified asset for a period
of time in exchange for consideration.

At the commencement date, a right-of-use asset is recognised at cost and lease liability at the
present value of the lease payments that are not paid at that date. The lease payments are
discounted using the interest rate implicit in the lease, if that rate can be readily determined. If that
rate cannot be readily determined, the City uses its incremental borrowing rate.

All contracts that are classified as short-term leases (i.e. a lease with a remaining term of 12 months
or less) and leases of low value assets are recognised as an operating expense on a straight-line
basis over the term of the lease. Leases for right-of-use assets are secured over the asset being
leased.

Right-of-use assets - valuation

Right-of-use assets are measured at cost. This means that all right-of-use assets (other than vested
improvements) under zero cost concessionary leases are measured at zero cost (i.e. not included in
the statement of financial position). The exception is vested improvements on concessionary land
leases such as roads, buildings or other infrastructure which are reported at fair value.

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

the right-of-use asset reflects that the City anticipates to exercise a purchase option, the specific
asset is amortised over the useful life of the underlying asset
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FOR THE YEAR ENDED 30 JUNE 2021

NOTE 32: PROGRAM / SUB-PROGRAM

In order to discharge its responsibilities to the community, the City has developed a set of operational
and financial objectives. These objectives have been established both on an overall basis and for
each of its broad activities or programs. The City operations as disclosed to encompass the following

service orientated activities/programs:

Program Titles

Sub-Program

Governance
- To provide a decision making process for the efficient
allocation of scare resources

Members of Council
Governance - general

General Purpose Funding
- To collect revenue to allow for the provision of services
that are not fully funded by specific fees and charges

Rates
Other General Purpose Funding

Law, Order, Public Safety
- To provide services to help ensure a safer and
environmentally conscious community

Fire Prevention
Animal Control
Other Law, Order, Public Safety

Health
- To provide an operational framework for environmental
and community health

Maternal and Infant Health
Preventive Services
- Immunisation
- Meat Inspection
- Administration and Inspection
- Pest Control

- Other
Other Health
Education and Welfare Pre-School
- To provide services to disadvantaged persons, the | Other Education

elderly, children and youth

Care of Families and Children
Aged and Disabled

- Senior Citizens Centres

- Meals on Wheels

- Other

Other Welfare

Housing
- To provide and maintain housing

Staff housing
Other housing

Community Amenities
- To provide services required by the community

Sanitation
- Household Refuse
- Other
Sewerage
Urban Stormwater Drainage
Protection of Environment
Town Planning and Regional Development
Other Community Amenities

Recreation and Culture
- To establish and effectively manage infrastructure and
resource which will help the social wellbeing of the

Public Halls, Civic Centres
Swimming Areas & Beaches
Other Recreation and Sport

community Libraries
Heritage
Other Culture
Transport Streets, Roads, Bridges, Depots

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

Road Plant Purchase (not capitalised)
Parking Facilities
Traffic Control

Economic Services
- To help promote the City and its economic wellbeing

Tourism and Area Promotion
Building Control

Saleyards and Markets
Other Economic Services

Other Property and Services
- To monitor and control the City's overheads

Private Works

General Administration Overheads
Public Works Overheads

Plant Operation

Salaries and Wages

Business Unit Operations
Unclassified

Town Planning Schemes
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NOTE 33: FINANCIAL RATIOS

| 2020-2021 | 2019-2020 | 2018-2019

Current Ratio : 1.20 110 | 130
| !
Asset Consumption Ratio 0.51 0.51 0.52
Asset Renewal Funding Ratio 1.00 1.00 1.00
Asset Sustainability Ratio 1.48 1.00 1.26
Debt Service Cover Ratio 45.25 65.61 66.96
Operating Surplus Ratio 0.003 0.061 0.088
Own Source Revenue Coverage Ratio 0.96 1.02 1.05

Current Ratio

Measures the short term (unrestricted) liquidity.

Ratio E Target  |Actual | Comments

Dept. of Local 1.0 1.20 |The City is in a solvent position and has the

Government Advanced Higher is gability to meet its liabilities (obligations) as

Benchmark better land when they fall due out of unrestricted
[funds.

Current assets minus restricted current assets

Current liabilities minus restricted liabilities assoc‘i‘é'i‘éd W|th restricted assets

$192.470 - $160.028 = $32.44 million

$29.933 - $2.798 = $27.13 million

[Numbers taken from the Statement of Financial Position and Reserves Note 18]
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NOTE 33: FINANCIAL RATIOS
Asset Consumption Ratio

Measures the extent to which depreciable assets have been consumed by comparing their
written down value to their replacement cost.

Ratio Target Actual Comments

0.6 f 0.51 The City is investing in asset renewal to a
Dept. of Local Higher is level where it is in danger of slipping into a
Government Advanced | better level where it will have difficulty maintaining
Benchmark _____|the "aged" condition of its assets.

Current Replacement Cost of Depreciable Assets

$ 559.830 million

$1,057.098 million

[Numbers taken from Note 15 -Property, Plant and Equipment and Infrastructure excluding non
depreciable assets such as Land, Artwork and Work In Progress]

Asset Renewal Funding Ratio

Measures the extent of investment in asset renewal to the degree that offsets the current
consumption of its assets (1.00) and provides for the effect of inflation.

i

Ratio { Target | Actual {Comments

0.95 1.00 ﬁThe City is investing in asset renewal that
Dept. of Local Higheris | |offests the current consumption of its assets
Government Advanced better 1(1 .00) and provides for the effect of inflation.
Benchmark - | - o

NPV of Planned Capital Renewals Over 10 years
NPV of Required Capital Expenditure Over 10 Years

$180.933 million
$180.933 million

[Numbers taken from the Long Term Financial Plan]
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Asset Sustainability Ratio

Measures whether assets are being replaced/renewed at the rate they are wearing out.

Ratio \Target  |Actual |Comments

Dept. of Local i1.1 t 1.48 The City is investing in asset
Government Advanced  |Higheris | {renewallreplacement to the degree that
Benchmark better | |offsets the current consumption of its assets

% Eand provides for the effect of inflation.

S, [——

|

Capital renewal and replacement expenditure
Depreciation Expense

$33.352 million

$22.519 million

[Numbers taken from Note 15(a), (b) and (d) - Additions and Depreciation]

Debt Service Cover Ratio

Measures the ability to service debt out of its uncommitted or general purpose fund available for its
operations.

Rato I Target tActuaI |Comments

Dept. of Local 5.0 5 45.25 |The City has the ability to pay for its debts
Government Advanced  |Higher is ; Ewhen they are due.

Benchmark better | |

Annual Operating Surplus before interest and depreciation
Principal and Interest

$109.543 - $109.235 + $0.108 +$22.519 = $22.935 million
$0.399 + $0.108 = $0.507 million

[Annual Operating Surplus- Revenue minus expenditure including loss on asset disposal expenses
before interest and depreciation from Statement of Comprehensive Income by Nature & Type and
Principal and Interest in Note 17]
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NOTE 33: FINANCIAL RATIOS
Operating Surplus Ratio

Measures the ability to cover its operational costs and have revenues available for capital funding or
other purposes.

Ratio Target  |Actual ~ |Comments

Government Advanced Higher is surplus ratio where it is in danger of slipping
Benchmark better into a level where it will have difficulty
’ maintaining both operational costs and asset
’ capital funding.

| | _
Dept. of Local 0.15 ; 0.003 The City is below the target for operating
|

Operating Revenue minus Operating Expense

Own Source Operating Revenue

$109.543 - $109.235= $0.308 million

$104.350 million

[Numbers taken from Statement of Comprehensive Income by Nature & Type]

Own Source Revenue Coverage Ratio

Measures the ability to cover operating expenses from own source revenue.

Ratio _|Target \Actual Comments

Dept. of Local 0.9 § 0.96 The City has the ability to cover its own
Government Advanced Higher is E operating expenses from its own source
Benchmark better | revenue.

Own Source Operating Revenue
Operating Expense

$104.350 million

$109.235 million

[Numbers taken from Statement of Comprehensive Income by Nature & Type]
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