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To empower our Community i Our people
To feel solid and strong like the rock in Mundalbe
To taste and hear the breaking waves of change
To establish clean, safe, healthy lifestyles togetherness
Pride and respect for each other in our culture, achievements and successes.
To see and smell the compassion and peacefulness of our community
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1 OPENING OF MEETING

2 ACKNOWLEDGEMENT OF COUNTRY

I would like to begin by acknowledging the Traditional Owners of the land on which we
meet today, the Lardil people of Mornington Island and pay our respects to Elders past and
present. We would also like to acknowledge the Kaiadilt and Yangkaal people who share
our homelands.

PRESENT

A W

APOLOGIES

5 DISCLOSURE OF INTEREST T COUNCILLORS AND STAFF
6 CONDOLENCES AND MEMORIALS

7 CONFIRMATION OF MINUTES

Ordinary Meeting - 16 September 2020
Special Meeting - 23 September 2020
8 BUSINESS ARISING
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9 ACTION SCHEDULE

9.1 ACTION SCHEDULE

Author: Governance Coordinator
Attachments: 1 Action Schedule as at October 2020

PURPOSE (EXECUTIVE SUMMARY)

To provide Council with an up to date version of the Mornington Shire Council meetings Action
Schedule that includes resolutions from previous Council meetings and actions taken regarding
those resolutions.

BACKGROUND & PREVIOU S COUNCIL CONSIDERATION

At each ordinary meeting of Council, when resolutions are passed that require any action, those
resolutions are included in Councilés Action Sch
elected member.

At each ordinary meeting of Council, the Action Schedule is tabled to outline those actions that
have been taken in accordance with Council resolutions (see attached).

FINANCIAL & RESOURCE IMPLICATIONS

As per resolutions.

RECOMMENDATION
1. That Council note and receive the Mornington Shire Action Schedule as tabled, and

2. That Council endorse the removal of all completed items from the schedule as tabled.

ltem 9.1 Page 6



ORDINARY COUNCIL MEETING AGENDA 21 OCTOBER 2020

Task Name Assigned Resolution Resolution Date Updates
To Number
Acting EM - Finance and Human|  Acting EM 2020/105 16/9/2020 Acting EM Technical and Infrastructure Services met with Councillor Barnes to
Services work on a dirt bike Finance and identify areas of nuisance activity around Gununa township. Currently
nuisance and mitigation strategy Human quotations are being sourced for the purchase of barricades to be established at

(including a plan) and report back six identified locations.

to October Ordinary Coungil Services
meeting
The Acting CEO on behalf of Acting CEQ 2020/92 16/9/2020 Report to be tabled for October meeting

Council as the only member of
Mundalbe Enterprises call a
General Meeting and seek
nominations for Directors and
review the Constitution

Council list Mayor Yanner and Governance 2020/90 16/9/2020 Unable to attend conference due to other work commitments.
Acting CEO as Council's| g ordinator
delegates on LGAQ Voting
Entitlement Farm

Iltem 9.1- Attachment 1 Page 7
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Council Powers to Provide
Visitor Permissions

Lyndon Prior

2020/104

24/6/2020

24,06.2020 Concern raised by Deputy Mayor Rogers in his report submitted to the
June Ordinary Council meeting. Council adopted resolution 2020/104:

3. That Council revisit and re-adopt the 'Permission fo Visif' process.

19.08.2020 Confidential report submitted to August Ordinary Council meeting by
Acting Chief Executive Officer. Council adopted resolution 2020/151:

2. Thatthe Acting CEO commences processof making a locallaw to provide Council
with the power to prevent entry or evict undesirable persons from Mornington
Island.

ONGOING

State Government Funding -
$2.35 Million for Community
Housing

Frank Mills

2020/24

24(2/2020

18.02.2020 Technical Working Group meeting confirmed details required for submission
of components of application to HPW for funding. Application to be submitted within 7
days of 19 February 2020.

Council has received the first milestone instalment in having the Agreement signed.
These funds have been set aside for these Works.

ONGOING

New Year’'s Eve Event

Kerry Whiting

2020/41

24/01/2020

06.03.2020 Matter willbe re-presentedtothe new Council after the Local
Government elections.

22.04.2020 Councilre-considered this matterand passed resolution 2020/96: That
Council liaises with other local stakeholders to form an events committee.

11.09.2020 Governance Coordinator currently collating list of potential Events
Committee members. A meeting to be held towards the end of September -
informative report to be submitted to October Ordinary Council meeting.

ONGOING

Civic Centre — Administration
Building (LGGSP)

Tatiana Ah
Mat

2020/28

24/01/2020

29.04.2020 Letter from the Office of Local Government Racing and Multicultural Affairs
denying Councils 15t request but conceding to Council's 2nd request. Local
Government Racing and Multicultural Affairs outlined a change of conditions attached to
proposed project funding with Council now required to contribute $590k towards

eligible project costs, stipulating additional criteria to be met by 30th of June 2020.

14.05.2020 Correspondence sent o the Office of LGR& MA advising of Council's intent
and capability of meeting additional criteria.

20.05.2020 Matter reported to May Ordinary Council meeting - resolution 2020/17
adopted: That Council endorse Executive's work toward meeting all the additional
requirements contained within the attached correspondence to secure funding for
the Civic Centre - Administration Building project.

ONGOING

Item 9.1- Attachment 1
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Managing the Sustainability of | Kerry Whiting ~ 2020/34 24/01/2020 06.03.2020 Matter will be re-presented to the new Council after the Local
Local Government Services Government elections.
22.04.2020 Report submitted to April Ordinary Council meeting — Council adopted
resolution 2020/90: That Council agree to the recommendations in this report
being extended by 5 months.
ACTION ITEM DEFERRED TO SEPTEMBER DUE TO COVID-19 PANDEMIC
Visitors Accommodation Kerry Whiting ~ [2020/43 24/01/2020 06.03.2020 Matter will be re-presented to the new Council after the LG elections. An
Complex — Ongoing Security interim "nightwatchmen service" has been commenced.
andVisitor Disturbances 22.04.2020 Council re-visited this matter in Ordinary April Council meeting and
passed resolution 2020/95: That Council defer the matter to a future Council meeting
once the Visitor's Accommodation Centre Business Plan has been distributed
and can be presented in correlation with this report.
ACTION ITEM DEFERRED UNTIL VISITORS ACCOMMODATION CENTRE
BUSINESS PLAN IS AVAILABLE
Torres Cape Indigenous Frank Mills 1202021 24/01/2020 05.02.2020 Torres Cape Indigenous Council Alliance advised Council of
Council Alliance (TCICA) — decision.
Formation of a Regional
Roads and Transport Group 24.01.2020 Council adopted resolution 2020/21:
(RRTG) 1. That Council approve the two suggested submissions for funding by the
Aboriginaland Torres StraitIslander Transport Infrastructure Scheme in 2020
as outlined in this report.
2. That Council advise that Mornington Shire Council does not supportthe
formation ofthe proposed Torres Cape Indigenous Councils Alliance, Regional
Roads and Transport Group.
17.02.2020 Acting Executive Manager Technical Services to submit two proposals
to TMR for ATSI TIDS funding.
ONGOING
Human Resource Policy— Tatiana Ah 2019/186 20/11/2019 07.01.2020 This matter has been deferred until further information has been
Work from Home Mat obtained as to the strategic planning of Mornington Shire Council workforce.
11.09.2020 Report submitted to September Ordinary Council meeting by Human
Resources Manager.
ONGOING
Mornington Island Company Kerry Whiting 2018/138 27/06/2018 10.08.2018 Direction to be received from Council and MIACSED for matter to be

finalised at August Ordinary Council meeting on 15th of August 2018.
12.09.2018 Awaiting advice from Minister Scullions Office on structure.

09.10.2018 Further request sentto Department of Prime Ministerand Cabinet
foradvice previously agreed to be presented to Council.

15.11.2018 Informative report submitted to November Ordinary Council meeting.

Item 9.1- Attachment 1
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06.12.2018 Awaiting confirmation from ML that setup of company with ASIC
has been finalised and any associated new company requirements have
beencompleted.

10.01.2019 Advice received from MacDonnell's Law - company has been
registered, details to be provided to Council within 7 working days.

25.04.2019 MacDonnell's Law attending to the registration of the Entity once Director
details have been compiled. Directors duties and checklist have been provided by
MacDonnell's Law.

04.07.2019 Still awaiting confirmation from MacDonnell's Law that 'Mundalbe
Enterprises' has beenincorporated. In the meantime, discussions are being held
regarding independent Directors being recruited.

08.08.2019 Awaiting clarification from the Integrity Commissioner regarding
Conflictof Interest for Directors.

11.09.2019Meeting setfor Councilto meetwiththe Integrity

Commissionerand Independent Assessoron 17th of October2019 atthe
LGAQAnNnual Meetingin Cairns.

04.12.2019 Report included in January Ordinary Council meeting Agenda.

07.02.2020 Councilresolved atthe January Ordinary Council meetingtodeferthis
itemuntil post 2020 Local GovernmentElections.

06.03.2020 Matterwill be re-presented to the new Council after the Local
Government Elections.

22.04,20 Matter re-presented at April Ordinary Council meeting and deferred
to May Ordinary Council meeting via resolution 2020/98.

24.06.2020 Matter re-presented at June Ordinary Council meeting; Council
adopted resolution 2020/106:

1. Thatthe Acting CEO writes to the current Directors of Mundalbe
Enterprises Ltd to ascertain their intent on remaining Directors. And the Acting
CEOQ report to Council the responses received from the current Directors.

2. That Council pay the ASIC annual review fee when it becomes due.

ONGOING

Item 9.1- Attachment 1

Page 10



ORDINARY COUNCIL MEETING AGENDA

21 OCTOBER 2020

Animal Management

David Torr

2015/11

01.03.2017 Discussions held with Executive Manager of Infrastructure and
Technical Services - an education programto be developed and tabled at

April Ordinary Council meeting.

10.05.2017 Animal Control Officer gathering data from the community about

how many animals each household has, whilst also informing residents of
local laws.

17.05.2017 Executive Manager of Infrastructure and Technical Services to provide
areport to Councilon 21stof June 2017 containing data collected surrounding
animal numbers inthe

Item 9.1- Attachment 1

Page 11



ORDINARY COUNCIL MEETING AGENDA

21 OCTOBER 2020

community and actions being taken to enforce Local
Laws. 22.06.2017 Data is still being collected by Animal
Control Officer. 08.08.2017 Data still being collected by
Animal Control Officer.

06.12.2017 Refer to Infrastructure and Technical Service Monthly report December
Ordinary Council meeting.

04.01.2018 Most residential premises have been visited and given both verbal and
hand out notices to explain what's happening - notices have also been distributed
and made available in public places within the community.

13.02.2018 Environmental Health Officer and Animal Control Officer liaising with the
school regarding the removal of animals in the school grounds and the
possibility of creating educational programs specific to animal care/control.

14.03.2018 We are currently advertising for a new Animal Control Officer; in the
meantime, we are continuing to promote the introduction of Local Laws specific to
Animal Control.

09.10.2018 Two full-time positions have been filled (ACO and EHO) - both
employees are currently undergoing Animal Control and Environmental Health
Officer training.

06.12.2018 Change of structure to utilise the Vet for home visits and
communication with owners around animal welfare and Local Laws - next Vet visit
scheduled for February 2019.

06.02.2019 Burton Veterinary Contracting commenced veterinary services on

the Island from 215t —25th of January 2019. Future visits willinclude more
community engagementas well as bringing in ‘PetPep’ to the school.

05.04.2019 Animal Control Officer to undergo training with the AMW on the
purpose and importance of an Animal Register - next Vet visit scheduled for
April 2019.

08.07.2019 Report to be submitted at the August Ordinary Council meeting
regarding Council direction for Animal Management - next Vet visit scheduled

for 8th of July 2019,

02.10.2019 Matter deferred to November Ordinary Council meeting due to staff
unavailability.

Item 9.1- Attachment 1
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04.12.2019 Animal Management Officer will present to December Briefing Meeting at
12pm, expected to provide a PowerPoint presentation on Animal Management
Strategy and directions with a view of finalising a report for early 2020

Item 9.1- Attachment 1
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07.01.2020 The current Animal Control Officerhas putin his resignation as of
Februarybut leftthe island on 30th December2019. The next Vetvisitis
scheduled for 10th = 14th of February 2020.

20.05.2020 Draft Animal Management Plan presented to Council resolution

2020M17:

1. That Council endorse the Animal Management Plan as a concept.

2. Thatthis matter be deferredto July Council meeting once an Animal

ManagementOfficer has been recruited.

3. Thatthe current veterinary contract be presented and reviewed at July Council
meeting.

4. Thatthe Acting Manager of Technical Services presents an Action Plan

surrounding community consultation at July Council meeting.

15.06.2020 Ryan Anderson recruited as Mornington Shire Council's new Animal
Control Officer.

19.08.2020 Animal Management Report submitted to August Ordinary Council
meeting by Animal Control Officer. Council adopted resolution 2020/143:

That the Animal Control Officer:
1. Instigate public notification and community liaison with owners to identify
preferred approach to Animal Control specific to pigs and horses and;
2. Presentfindings at September Ordinary Council meeting.

20.08.2020 Animal Control Officer has putin his resignation, effective 26th of August
2020.

01.09.2020 Ryan Anderson has leftthe island; Human Resources Department is
currently recruiting for a new Animal Control Officer.

11.09.2020 Update received from Human Resources Manager - no successful
candidates have been identified to fill the Animal Control Officer position yet.

ACTION ITEM DEFERRED UNTIL NEW ANIMAL CONTROL OFFICER IS
RECRUITED

ErgonEnergy—Lightson
Basketball Courts and
Playgrounds

David Tarr

16.07.2019 Council waiting on report from Ergon Energy.

02.10.2019 Ergon conducting works on Mornington Island from 15th - 21st of
October 2019.

07.01.2020 Investigation conducted to identify a lighting type that will not disturb
surrounding residents.

ONGOING

Item 9.1- Attachment 1
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10 CALL FOR ITEMS OF GENERAL BUSINESS
RECEPTION & CONSIDERATION OF COMMITTEE REPORTS
11 COMMITTEE REPORTS

Nil
RECEPTION & CONSIDERATION OF OFFICERS REPORTS

12 MAYOR AND COUNCILLORS REPORTS

Nil
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13 CHIEF EXECUTIVE OFFICER'S REPORTS

13.1 ACTING CHIEF EXECUTIVE OFFICER'S REPORT

Author: Acting Chief Executive Officer
Attachments: Nil

PURPOSE (EXECUTIVE SUMMARY)

To provide Council with an update on the activities undertaken by the Acting CEO for the reporting
period.

BACKGROUND & PREVIOU S COUNCIL CONSIDERATION
The Acting CEO attended the following meetings on behalf of Council:

22 September 2020 Mornington Island and A&TSIHD, Qld Health

29 September 2020 QIld Health - Scott Lithgow, Director Facilities Management, Building,
Engineering & Maintenance Service, North West Hospital and Health
Service. Air conditioner upgrade for Hospital - $10.5 funding.

1 October 2020 NWRHS - Sonja Johnson, Director iProgram and Planning and HEOC
Executive Officer, Camilla Pope, Public Health Nurse, Retha DeBeer, Public
Health Nurse. Co-ordinated response to Covid-19.

2 October 2020 Remote Indigenous Interim Capital Delivery Program
Jenny Hogan, Department of Housing and Works
State Funding of $40M to Indigenous Councils
$2.3M for Mornington Shire Council. New Dwellings

2 October 2020 Carpentaria Electrical i Robin Ah Kit. Contract arrangements.

6 October 2020 Dual Event Exercise i District Disaster Management Group
To understand the impacts of a simultaneous natural disaster event while
responding to an outbreak of Covid-19 in Queensland

6 October 2020 NDIS i Maggie Jackson, Assistant Director, Market Development North
West, Market Intervention and Commissioning Branch, Provider and Market
Development. Setting up a clinic to encourage applications from residents.

7 October 2020 Queensland Fire and Emergency Services i Fiona Quirk, Inspector, Area
Director, North West Area and Tony Hazel, Rural Fire Service, North West

7 October 2020 Mornington Island Health Council i Susan Sewter. Council support.

9 October 2020 Queensland Reconstruction Authority (QRA) i Daniel Piat, Liaison Officer

and Gael Levy. SBSM Project Management and Consultancy - Kelly
Barbarch, Superintendent
12 October 2020 Bilby Security i Bradley Wilson. Contract arrangements.

FINANCIAL & RESO URCE IMPLICATIONS

There are no financial and resource implications associated with this report or its
recommendations. Any and all incidental costs such as attendance, memberships and or
subscriptions made as a consequence of this report are met withinCounci | 6 s approved

RECOMMENDATION

That Council receive and note this report.

ltem 13.1 Page 16
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13.2 SPECIAL PROJECTS REPORT

Author: Special Project Manager
Attachments: Nil

PURPOSE (EXECUTIVE SUMMARY)

The purpose of this report is to inform Council of the planning, development and progress of
current Special Projects on Mornington Island.

BACKGROUND & PREVIOU S COUNCIL CONSIDERATION

Overview

Works are proceeding on all projects.

Civic Centre i Administr ation Building (LGGSP)

Community Consultation commenced 29 September 2020. The Architects and Project Manager
for the project attended the island and met with Council and several key stakeholder groups. The
site and surrounds were inspected.

Concept designs have commenced, and the preliminary concept will be presented to Council in the
Council Chambers via teleconference / video link

1 Preliminary teleconference presentation
9 10.00am Tuesday 3 November 2020

With the feedback from this meeting the Architects will refine the concepts for final presentation to
Council on:

1 Final Council presentation
I 10.00am Wednesday 11 November 2020

and for Community consultation which will occur via a community meeting at the Festival Grounds

1 New Council Building Community Meeting
1 5.00pm Thursday 12 November 2020

With feedback from the Community consultation the Architects will refine the design and develop
documentation to go to tender for final design and construction.

Library

A library building will be investigated for funding to be constructed on the Civic Centre site as
Stage 2

Splash Park

A splash park will be the highest priority for funding from upcoming programs. The splash park had
previously been considered to be constructed on the Civic Centre site, however this is an
incompatible use with the Council administration building as users of both facilities would be
negatively impacted.

ltem 13.2 Page 17
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A new site is being investigated for the splash park. A specialist design consultant has been
sourced to provide expert advice. A number of sites are currently being considered. The site that
currently has the most merit is adjacent to the existing playground within the sports precinct. This
site is about to have a shade shelter, bubbler and picnic tables installed. The amenities block is
also under investigation to recommission for use.

This site has good access and sufficient separation from other sensitive uses such as residential
and businesses. The site has a number of compatible uses adjacent which would augment,
support and increase the use of the splash park such as:

1 Playground i this would provide children and parents good access and supervision of children
within both spaces which would likely see both more heavily utilised. Co-location with this use
will also allow for facilities such as shade shelters, picnic tables, bubblers, toilets to be shared
between the two spaces.

1 Sports oval T this use is compatible with the splash park and could be utilised in conjunction
with the splash park i after undertaking sports, participants could utilise the splash park to cool
down. Parents are able to watch older children undertaking sporting activities on the sports
oval while younger children play in the splash park and playground.

1 Gymi gym participants may use the splash park to cool down after a workout.

1 Taverni the outdoor area of the tavern is currently under development as an entertainment
space with a stage, dancefloor, movie screen, amphitheatre, etc planned. These uses are
compatible with the splash park and helps to form an entertainment/sports precinct in this
locale.

Lelka Murrin Tavern Refurbishment

Works are underway on the tavern refurbishment. The arborist works have been completed to
protect the existing Davidson Plum adjacent the tavern and to contain the fig tree roots which were
impacting the building. New block walls have been completed in the toilets with services being
finalised. Retaining walls and steps are being installed in preparation for stormwater drainage
works and paving along the northern face of the tavern. The following works are planned for the
next period:

Retaining walls

Filling to make level surface adjacent building
New stormwater drainage

New paving

New steel arbour

=A =4 =4 =4 =9

Red Shed Defects

Some remediation works are required to reinstate the table drain and stabilise the bank to prevent
overland stormwater ingress into the shed. This work will be undertaken in between works at the
tavern.

Airport Terminal Horse Proof Fence

Materials have been ordered for this project and consultations undertaken with the Airport Officer
and Technical Services Manager. This work will be undertaken in between works at the tavern.

ltem 13.2 Page 18
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Dog Pound Termite Proofing

Termite management system is due to be installed from 15 October 2020.

Service Station Canopy Lining

Materials have been ordered for this project. This work will be undertaken in between works at the
tavern.

Batch Plant Amenities

The design of this project is underway.

Training Centre

A number of minor additional works are to be completed on this project in coming weeks, none of
the works prevent the facility from being utilised. This work will be undertaken in between works at
the tavern.

W4Q COVID Projects

The following projects are to be undertaken under this program

1. Chambers restumping and handrail replacement
o Initial investigations have been undertaken. Engineering advice will now be sought
2. Tavern outdoor area works 1 funds from the jetty insurance claim will also be utilsed to
complete this project
o Design and documentation of the works is underway
3. Staff housing
o Initial concepts have commenced
4. Guest house improvements
o Design complete, site inspections to be undertaken for materials
5. VAC improvements
0 Yetto be scoped
6. Motel improvements
0 Yetto be scoped

LRC/ Program

Three sites have been selected to construct picnic shelters, picnic tables and water bubblers:

1. Sports oval playground
2. Basketball court playground
3. Post Office

Materials are being sourced. Bubblers with graphics panels will be sourced, artwork by Lardil man
John Williams of water spouts will be purchased for use on the bubblers.

FINANCIAL & RESOURCE IMPLICATIONS

There are no financial and resource implications attached to this report or its recommendation.

RECOMMENDATION

That Council notes and supports this report and the planned works.
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13.3 FUNDING PROGRAMS REPORT

Author: Special Project Manager
Attachments: Nil

PURPOSE (EXECUTIVE SUMMARY)
The purpose of this report is to update Council on funding programs.

QRA Qld Resilience and Risk Reduction Fund

The following application has been successfully funded:
1 Radio Network 7 Disaster management equipment - $117,095

Regional Connectivity Program

An assessment has been undertaken and a partner organisation recommended to assist with the
application for this program. The recommended partner is Airbridge as they have the solution that
is likely to best support Council and the Community.

Airbridge have requested a mud map of the areas requiring increased internet and phone service
coverage. The town extends are proposed as the area to provide coverage.

Regional Aviation Access Program i Remote Airstrip Upgrade Program

Up to $500,000 can be applied for with no contribution required from Council. Investigations have
been undertaken with the current airport auditing consultant and the airport Airport Reporting
Officer (ARO). The following list of projects is being assessed against the funding program
eligibility criteria:

1. lluminated Wind Indicator moved away from the runway so it does not infringe on the
transitional surface (circa $30,000).

2. Trees in the yards along southside of the aerodrome need lopping (circa $20,000).

3. The secondary runway is currently closed due to having a rough surface as it crosses the main
runway. A full investigation (survey) and design is required to ascertain the amount of work
required to make smooth and safe. It will require reconstruction on either side of the main
runway and possibly a section of the main runway at the intersection. The alternative as
recommended last year was to close the gravel runway. It is mostly redundant. (Cost of the
work could be $250,000).

4. A new manual must be written along with a risk assessment (preferably a Safety Management

Plan).

An overhaul of record keeping methods and procedures.

An Accountable Manager needs to be appointed.

Additional AROs need to be trained.

Stormwater drainage works around general aviation area.

Purchase of a tractor with a boom mower to mow berm on northern side of airport.

© o N O

RECOMMENDATION

That Council notes and supports this report.

ltem 13.3 Page 20




ORDINARY COUNCIL MEETING AGENDA 21 OCTOBER 2020

14 STAFF REPORTS - FINANCIAL SERVICES

14.1 FINANCIAL REPORT AS AT 30TH SEPTEMBER 2020

Author: Acting Executive Manager Finance and Human Services

Attachments: 1 Financial Statements as at September 2020
2 Capital Budget Summary as at September 2020

PURPOSE (EXECUTIVE SUMMARY)

This report provides Council with a financial report as required under Section 204 of the Local
Government Regulation 2012. The financial report must state the progress that has been made in
relation to the | ocal government 6s budget for the
practicable to the end of the month before the meeting is held. This report provides the following
attachments as supporting information as at 30" September 2020 (i.e. 25.00% through the

financial year);

- Statement of Comprehensive Income
- Statement of Financial Position

- Statement of Cash Flows

- Capital Budget Summary

BACKGROUND & PREVIOU S COUNCIL CONSIDERATION

The following graphs illustrate the main points of interest. The data is drawn from the attached
documents and comparative information which has been drawn from information presented to
Council in previous reporting months.

Income

Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun
2019 4.182 3.031 3.89 4.198 4.331 4.066 1.438 2.361 1.647 0.767 3.213 3.458
2020 2.149 5.385 1.099 3.336 2.082 1.080 2.027 0.940 1.453 0.967 0.877 2.055

2021 2.443 2.550 0.717

m—2019 2020 =——2021

Linear (2019) Linear (2020)

Comment: Total Income at 19% of total budget. Slightly down on budget YTD, predominantly as a
result of timing of forecasted capital grants and contributions for disaster recovery works. Total
recurrent revenue is 28% of budget as at 30 September 2020.
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Expenditure

4.5

4
3.5
2.5 /\. N
M
y /X \/\/ \

2 \
1.5

1
0.5

0

Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun
2019 1.938 2.119 2.477 2.722 3.197 2.089 2.421 2.159 4.009 0.459 3.346 2.027
2020 2.699 1.735 2.148 2.076 1.874 2.019 1.484 1.389 1.766 1.741 1.179 2.624
2021 1.135 2.570 1.422
— 2019 2020  mm—2021 Linear (2019) Linear (2020)

Comment: Expenditure at 23% of total budget and below the current budget. Employee benefits
are currently 20% of budget as at 30 September 2020, materials and services are currently at 25%
of budget.

Current Ratio

3.500

3.000

2.500

2.000

1.500

1.000 : .

0.500

0.000

-0.500

-1.000

Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun
2019 1.350 0.747 1.212 1.302 0.760 0.312 0.262 0.453 0.245 -0.386 -0.241 -0.203
2020 -0.048 2.164 -0.536 2.377 2.788 2.681 3.052 2.715 2.885 2.599 1.357 1.362
2021 0.906 0.802 0.802
m—2019 2020 w2021 Linear (2019) Linear (2020)

Comment: A current ratio above 1 is considered a minimum. Compared to 2018 this indicator
excludes unexpended grant balances and debtors older than 30 days being included from current
assets. It is envisaged this indicator will decrease in the later half of the year as Council draws
down on the operational assistance grants received.
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Cash at Bank
10

Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun
2019 9.398 3.374 5.273 3.964 4.757 3.394 2.68 2.932 2.658 1.181 1.027 1.682
2020 3.248 3.951 2.965 6.387 5.833 5.118 4.154 3.610 3.240 3.313 4.307 3.865
2021 4.869 3.820 6.436
—2019 2020 —2021 Linear (2019) Linear (2020)

Comment: This graph provides comfort if it is trending upwards. This has increased in September
2020, predominantly due to receiving $1.464m in Disaster Recovery Funds for disaster recovery
works, and also collection of levies and charges. When unexpended grants are excluded, Council
has a positive cash at bank of $2.403m as at September 2020.

Debtors
4.5
4
3.5
3
2.5
M
$ /\
2
1
0.5
0
Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun
2019 3.485 2.746 2.489 2.709 1.604 2.35 1.221 0.982 0.826 0.493 1.721 1.553
2020 1.035 4.237 4.004 1.650 2.580 1.895 2.458 2.285 1.648 0.964 1.198 1.322
2021 3.044 4.084 2.603
—2019 2020 —2021 Linear (2019)

Comment: This graph should be trending downwards from the commencement of each year.
Whilst good progress has been achieved in the collection of Council service charge revenue and
ongoing housing program works, there are still several general service charges being followed up.
Council will refer old accounts not being paid to debt collectors.
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Actual to Budget Income Variance
140.00%
120.00%
100.00%
80.00%

60.00%

40.00%
20.00%

0.00% -
-20.00% -—__\
-40.00%

-60.00%
Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun

2019 113.59% 84.19% 89.02% 95.37% 100.53% 101.72% 83.39% 75.54% 65.38% 52.76% 53.79% 55.69%
2020 -27.05% 27.87% -2.32% 1.57% -4.63% -14.42% -16.81% -23.23% -26.28% -30.37% -33.99% -33.68%

2021 -1.57% 0.58% -23.31%

—2019 2020 —2021

Linear (2019) Linear (2020)

Comment: This graph should hover around the 0 +/- 5% trend line. This would represent an
organisation on track with budget management and may take years to develop. A large diversion

from 0% indicates a poor budget prediction for income by managers. Increased ownership and
education measures have been developed as part o]
Budget Income variance is at -23.31% as at September 2020. This difference is due to a timing

difference in the receipt and recognition of capital grants and contributions.

Actual to Budget Expenditure Variance

50.00%
40.00%
30.00% M
20.00% ,’ﬁ-
10.00% / —
/
0.00%
-10.00%
-20.00%
-30.00%
-40.00%
-50.00%
Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun
2019 3.42% 8.24% 16.22% 23.48% 32.90% 29.33% 29.31% 27.55% 37.15% 25.88% 30.67% 28.79%
2020 29.32% 6.23% 5.13% 3.71% 0.88% 0.18% -3.97% -7.66% -8.52% -9.33% -12.44% -9.26%
2021 -38.55% 0.30% -7.47%

—2019 2020  m—2021

Linear (2019) Linear (2020)

Comment: This graph should hover around the O +/- 5% trend-line. This would represent an
organisation on track with budget management and may take many years to develop. The actual to
budget expenditure variance below budget is at -7.47% as at September 2020. This is due to the
lower than forecasted salaries and wages for the quarter ended 30 September 2020.
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Cash Expense Coverage Ratio
2.500

2.000
1.500
1.000
0.500
0.000

-0.500 \<

-1.000

-1.500

Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun
2019 2.203 -0.623 0.043 0.071 0.497 0.063 -0.083 -0.035 -0.139 -0.578 -0.537 -0.412
2020 -0.451 -0.667 -0.998 0.792 0.627 0.738 0.264 0.362 0.188 0.321 1.024 0.788
2021 1.063 0.761 1.187
— 2019 2020 2021 Linear (2019)

Comment: The expense coverage ratio has been included for the first time in 2019/2020 as is

considered by QAO asagoodi ndi cat or of a Council s short

suggested by QAO is between three (3) and six (6). Mornington is one of nine (9) QLD councils
with a cash expense coverage ratio of less than 3 months. This indicator needs to increase and
further cost control measures may need to be taken if the ratio does not increase to acceptable
levels. This ratio will decrease again as Council draws down on this cash. There is further works
being reviewed to reduce operational expenditure, and maximise income opportunities. The cash
expense coverage ratio is currently 1.187 months.

Actual Days to Collect Debtors

500.00
450.00
400.00
350.00
300.00
250.00
200.00

150.00

100.00
= N —
50.00 / \/
0.00
Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun
2019 38.39 67.68 142.11 84.54 470.79 32.41 107.48 38.71 29.22 82.44 14.39 30.79
2020 90.35 23.30 111.27 117.79 41.03 75.31 45.36 128.41 93.20 215.39 46.19 83.43
2021 29.69 87.13 120.52
m—2019 2020 2021 Linear (2019) Linear (2020)

Comment: The actual days to collect debtors measures how quickly cash is being collected from
debtors. A shorter number of days is preferred, else Council is financing debts of individuals and
organisations. Council has implemented an interest charge for overdue debtors. It is hoped this
acts as a disincentive for debtors with outstanding debts. The actual number of days to collect
debtors increased during the month to an average of 120 Days. This has increased due to levies
and charges invoiced in August 2020 for some government departments electing to pay these in
instalments.
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FINANCIAL & RESOURCE IMPLICATIONS

Following the Covid-19 restrictions impacting the later half of 2020, Council operations are working
towards business as usual, with contractors travelling to the island, and backlog of projects are
recommencing to be completed. Council és overall

RECOMMENDATION
That Council receives and notes the information in this report.
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Mornington Shire Council
Statement of Comprehensive Income
For the month ended 30 September 2020

ACTUALS/ ORIGINAL ORIGINAL
ACTUALS BUDGET BUDGET BUDGET
30-Sep-20 % 30-Sep-20 30-Jun-21
Revenue
Recurrent revenue
Local Government Levies 3,281,405 100% 820,375 3,281,500
Fees and Utility Charges 377,827 72% 131,925 527,700
Rental Income 11,649 1% 449,050 1,796,200
Interest Earned 6,339 9% 17,000 68,000
Sales-Contracts and Recoverable Works 1,670,412 16% 2,579,620 10,318,480
Other Recurrent Income 10,732 9% 29,685 118,740
Grants, Subsidies and Contributions 351,321 8% 1,084,925 4,339,700
Total recurrent revenue 5,709,685 28% 5,112,580 20,450,320
Capital revenue
Capital Grants, Subsidies, and Contributions 0 2,278,284 9,113,137
Total capital revenue 0 0% 2,278,284 9,113,137
Total revenue 5,709,685 19% 7,390,864 29,563,457
Capital Income 0 0% 55,000 220,000
Total income 5,709,685 19% 7,445,864 29,783,457
Expenses
Recurrent expenses
Employee Benefits 1,460,385 20% 1,811,394 7,245,577
Materials and Services 2,544,531 25% 2,541,210 10,164,840
Finance Costs 3,186 13% 6,000 24,000
Depreciation and Amortisation 1,459,184 31% 1,181,651 4,726,605
Total recurrent expenses 5,467,286 25% 5,540,256 22,161,022
Capital Expenses -340,663 0 0
Total capital expenses -340,663 0 0
Total expenses 5,126,623 23% 5,540,256 22,161,022
Net surplus 583,062 8% 1,905,609 7,622,435
Operating Capabilities before Depn and Capital Inc. 2,042,246 753,976 3,015,903
Operating Capabilities before Capital Income 583,062 -427,676 -1,710,702
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Mornington Shire Council
Statement of Financial Postion
For the month ended 30 September 2020

ACTUALS ORIGINAL BUDGET
30-Sep-20 30-Jun-21

Current Assets

Cash and cash equivalents 6,436,499 5,161,224

Trade and other receivables 2,602,879 1,671,338

Inventories 620,539 756,761

Contract Asset 114,420 a

Leases 208,092 247,187
Total current assets 9,982,430 7,836,510
Non-current Assets

Leases 6,199,478 5,731,595

Property, plant and equipment 111,006,959 126,820,334
Total non-current assets 117,206,437 132,551,929
TOTAL ASSETS 127,188,866 140,388,439
Current Liabilities

Trade and other payables 522,622 286,822

Contract Liability 3,859,372 o]

Provisions 487,735 703,514
Total current liabilities 4,969,728 990,336
Non-current Liabilities

Provisions 1,549,816 1,219,527
Total non-current liabilities 1,549,816 1,219,527
TOTAL LIABILITIES 6,519,544 2,209,863
NET COMMUNITY ASSETS 120,669,322 138,178,576
Community Equity

Asset revaluation reserve 99,160,206 107,141,328

Retained surplus/{deficiency) 21,509,116 30,120,988

Other reserves 0 916,260
TOTAL COMMUNITY EQUITY 120,669,322 138,178,576

ACTUALS

31-Aug-20

3,819,908
4,083,680
538,778
246,151
208,092
8,896,609

5,084,779
112,795,102

117,879,881

126,776,490

435,134
2,749,432
487,735
3,672,300

1,549,816
1,549,816
5,222,115

121,554,374

99,160,206
22,394,168
0

121,554,374
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Moernington Shire Council
Draft Statement of Cash Flows

For the month ended 30 September 2020

Cash flows from operating activities:
Receipts from Customers
Payments to Suppliers and Employees

Interest Received
Rental Income
Non-Capital Grants, Subsidies and Contributions
Borrowing Costs
Net cash inflow (outflow) from operating activities

Cash flows from investing activities:
Payments for Property, Plant and Equipment
Payments for intangible assets
Proceeds from Sale of Property, Plant and Equipment
Finance lease Receipts
Capital Grants, Subsidies and Contributions
Net cash inflow (outflow) from investing activities

Cash flows from financing activities
Repayment of Borrowings
Net cash inflow (outflow) from financing activities

Net increase (decrease) in cash held
Cash at Beginning of Reporting Period
Cash at End of Reporting Period

ACTUALS ORIGINAL BUDGET
30-Sep-20 30-Jun-21

4,544,029 14,246,420
-7,791,148 17,410,417
-3,247,119 -3,163,997
5,082 68,000
50,489 1,796,200
2,527,596 4,339,700
0 -24,000
-663,952 3,015,902
-104,783 -9,492,400
0 0
340,663 220,000
218,812 0
2,785,383 9,113,137
3,240,075 -159,263
0 0
0 0
0 0
2,576,123 2,856,640
3,860,376 2,304,584
6,436,499 5,161,224
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Capital Budget Summary

Marnington Shire Council

30/09/2020
Department Budaet 2010 2020 ¥TD Capital Closing Committed | Warshousa e ||emenm GrankRocoived | oo ot Yoar | Total Grant Rastrictod
par iy Expenditure |  Balancs Exp not posted | e Grant Recaived Funds

Project
3700 Arport Temnal Building (RAAP Bl 7,760,000 1652401 121,521 BE0 T7raE1z 8,500 - 1,765,312 1007 1,663,000 - 1,863,000 |
4100 Civic Centra (LGGSP} Administration 5,008,547 22,875 9,020 4178 #8973 49,805 - BE,778 1% 1,562,514 - 1,562,514 1,475,736
4400 Cyclane Shelter 11,321 . - 11,321 . - 41,321 - - - -
4100 Dog Pound (W40 Animal Control 472,000 480,334 20,273 326 480,933 - - 480,933 102% 424,800 - 424,800 -
4100 Kiask Upgrade Lelka Murrin: Kiosk 1,865 - 1,965 - . ] . - - 0 - - - [}
4100 Lelka Murrin Tavem Upgrads (BOR) Lelka Murrin: Tavern 1,202,500 3,828 281,384 12,533 67754 2016 57 209,827 5% 500,000 - 500,000 200,173
4100 Places of Refuge {W4Q) 1,450,000 50,647 4,155,603 85,520 1,302,088 az,o1 6,373 1,342,452 4% 715,000 - 715,000 -
4100 Staff Housing Install (W42 Faddities: Residential 356,000 359,750 2,064 - 3213 - 163 362,877 101% 322,200 21 sz -
4100 Storage Shed Refurb (W4Q) Housing 540,000 44,804 aar.rm 441 373157 4,567 & 377,729 111% 306,000 - 308,000 -
4100 Warshouse Shelving (W42 Warehouse 210,000 214,897 - B 214,897 - - 214,897 102% 189,000 - 189,000 -
4100 RTC Demountable - - - - - - = 1008 - - - -
4150 Effluent Qutflow Fipe {ICCIP} Sewerage Managemeant B354 278,789 507.252 72 TEE112 - B THG, 112 M B16,057 - B16,067 208,855
4150 Sewer Pond Desiudging (IGCIF) Sewerage Management - 72 72 - a8 18 - - - .
4150 Sewer Pump Station Upgrade (ICCIPY Sawarage Managemant 200,000 410,013 T2 410,085 - - 410,085 - - - -
4250 Chioring Hypo Dosing Upgrade {ICCIP) Water Management 10501 111,648 a4z 111,600 - - 111,680 - - - -
5D Airport Safety (RAAP) Airport 1.210,000 846,545 393,188 105 1,233,839 750 335 1.240,924 103% 1,117,000 - 1,117,000 -
4450 Basketball Court Fencing 35,000 - - 35,000 - - 35,000 35,000 - 35,000 -
4450 Conesele Balch Plant (BOR) Balching 496,556 484,870 . 65 485,035 . - 485,035 3 369,560 - 368,560 -
50 Fual Facility Upgrade (BOR) Bowsar BOD,000 BT 422 A.961 - 821,364 . - 521,384 115% 601,220 - 601,220 -
4450 Sarvice Sation Upgrade (BOR) Warkshop and Plant 400,000 431,102 3.e27 457 435,486 - - 435,486 108% 400,000 - 400,000 -
DRFA - 2018 Evant Roads and Civil 114,446 2,051,247 . 2,165,694 - - 2,765,694 2,164,766 . 2,164,766 .
Total 15,756,045 5,041,416 5,398,807 104,783 11,445,005 87,669 8,980 11,551,654 T3% 11,306,127 F 11,306,148 1,605,552

1of1
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14.2 FINAL 2020 AUDIT CLOSING REPORT

Author: Acting Executive Manager Finance and Human Services
Attachments: 1 Final 2020 Audit Closing Report

PURPOSE (EXECUTIVE SUMMARY)

The purpose of this report is to table the 2020 Queensland Audit Office, Final Closing Audit Report
as provided to Council on 13 October 2020.

BACKGROUND & PREVIOU S COUNCIL CONSIDERATION

Each financial year the Queensland Audit Office conducts an audit of Council operations to
determine the operating effectiveness of Council. To achieve this, the Queensland Audit Office
appoints a delegate and in the case of Council this is BDO Audit (Nth Qld) Pty Ltd, based in
Cairns.

The attached final closing audit report for the financial year ending 30™ June 2020 is based on the
audit work performed to 30 June 2020. In this report, the auditors have commented on the results
of the audit of the financial statements, performance and sustainability matters, and any significant
internal control issues identified.

Based on the following criteria, the auditor
risk is rated as high risk.

Operating surplus ratio - Council compared to the
average for the segment

S

FY16 FY17 Fy18 FY19 FY20

= NN

Percentage

OO0 UNOUI0UT, IOLOUNIO

NIRRT

Target em@m=Council Average

Co u n c i {ydasavefagevoperating ratio is -30%. This is outside the target range. This indicates
that Council is unable to generate enough funding from its own source revenue. There is significant
reliance on grants and contributions from various sources, in the absence of which Council may
not be able to sustain its ongoing operations. This also indicates that Council has no ability to fund
any capital projects without capital grants and contributions. Council should prioritise looking at
options to increase its revenue and reduce its spending levels in the short-term.

Net financial liabilities ratio - Council compared to
the average for the segment

100

Q

g 50

§ ¥ /F__‘

5 (50) ——e

(100)

FY16 FY17 FY18 FY19 FY20
Target e=mie=Council Average

Council s net financi al | i &8%.iThis ig witldnsthe ta@et farge. ahe a t
net financi al It abilities ratio i ndicates that
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low operating surplus ratio can add pressure to service any additional borrowings that Council may

need for future capital projects.

Asset sustainability ratio - Council compared
average for the segment

Percentage
an
o
| OO0

FY16 FY17 FY18 FY19

Target == Council Average

Council 6s average asset sustai

to the

FY20

nability ratio

monitored its assets in line with its asset management plan and have adequately replaced its
assets as they near the end of their useful life. This suggests that Council has managed its asset

replacement in line with its service potential.

The audit closing report provided an update on emerging risks, and identified potential areas of

concerns and associated risks arising from Covid-19.

At the date of the report, the auditors identified corrected misstatements that resulted in a decrease
in net assets of $180,000 and an increase in operating results amounting to $1,475,000. In addition
the auditors identified uncorrected misstatements that resulted in an increase in net assets of
$458,000 and an increase in operating results amounting to $212,000.

Number of Number of
significant deficiencies deficiencies
Rating
Current Prior year Current Prior year
year unresolved year unresolved
Control environment
Structures, policies, attitudes and values that influence daily - - 1 1 @
operations
Risk assessment 1 ) ) i
Processes for identifying, assessing and managing risk
Control activities
@ Implementation of policies and procedures to prevent or detect 1 1 6 1 [ ]
errors and safeguard assets
@ Information and communication
Systems to capture and communicate information fo achieve - - - - @)
reliable financial reporting
E Monitoring activities ) i i ) PY
Qversight of internal controls for existence and effectiveness
@ Effective Partially effective @ [Ineffective
No significant One significant deficiency More than one significant deficiency

deficiencies identified

This table summarises our reporting on deficiencies in internal controls. Management is addressing
these items identified and has set a schedule for these to be resolved.

The new internal control deficiencies identified for this year included:

9 Failure to comply with purchasing policy (Action Date - December 2020)

1 Year End processes (Action Date - December 2020)
9 GST Errors (Action Date - October 2020)

Item 14.2
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This report summarises an action list of internal control deficiencies, financial reporting issues, and
other matters which management has made a commitment to resolving.

FINANCIAL & RESOURCE IMPLICATIONS

There are no financial and resource implications attached to this report or its recommendation.

RECOMMENDATION

That Council receives and notes the information in this report.
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Mornington Shire
Council

2020 Closing report

13 October 2020

® Queensland
® ® Audit Office

Better public services
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Our ref: 100334

SENSITIVE

13 October 2020

Mr Peter Stewart

Acting Chief Executive Officer
Mornington Shire Council

c/- Post Office

GUNUNA QLD 4892

Dear Mr Stewart
2020 Closing report

We present o you our closing report for Mornington Shire Council (“Council”), for the financial year ended 30
June 2020. It includes the results of our audit, identified audit misstatements, and other matters.

QOur audit was conducted in accordance with our external audit plan issued 9 April 2020. We confirm that up to
the date of this report we have maintained our independence obligations in relation to our conduct of this audit.

Based on the information that has been assessed as part of our audit, we expect to issue an unmodified audit
opinion.

We will be issuing a report to parliament incorporating your Council. In this report, we will comment on the
results of our audit of your financial report, performance and sustainability matters, any significant internal
control issues we identified, and the overall results of the local government sector, including, major transactions
and events. This report is prepared in accordance with the Auditor-General Act 2009.

We are keen to hear your views about the audit services we provide and will seek your feedback via an online
survey. This survey will help us understand what is working well and where there are opportunities for us to
improve our engagement with you.

If you have any questions or would like to discuss the audit report, please contact me on 07 4046 0044.

Yours sincerely

C;} Q/Lolcﬂ ol

Greg Mitchell
Partner
BDO Audit (NTH QLD) Pty Ltd

Enc.
cc. Mr Kyle Yanner , Mayor

Owen Jensen, Acting Executive Manager of Finance and Human Service

Queensland Audit Office Phone 07 3149 6000
Level 13, 53 Albert Street, Brisbane Qld 4000 Email qao@qao.qld.gov.au
PO Box 15396, City East Qld 4002 Web www.qao.qld.gov.au

@ Queensland Audit Office (QAQ)
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1. Summary

This closing report documents our audit of Mornington Shire Council financial statements for the year ended 30
June 2020, including how we have responded to significant financial reporting risks.

The final audit opinion is subject to the completion of the financial statement audit process. Key aspects still to
be finalised are included in highlights below.

Highlights

Expected audit opinion
We expect to issue an unmodified opinion on the financial statements.

Financial statement preparation process

Year-end close process Timeliness Quality
Partially implemented ® Timely No significant adjustments

Internal control environment

Control environment Risk assessment Control activities Information and Monitoring controls
communication

@ Effective Partially effective @ Ineffective @® Effective ® Effective

Refer to Section 6 Audit issues for further details

s Estimated final fees
Decrease of $64,000 to planning 221} To be advised

Outstanding audit matters

Item Responsibility
Financial statements review—quality check over final version Audit

Subsequent events update—review of transactions to date of signing Management and Audit
Management representation letter—to be signed with the financial statements Management

Financial report certification—signing of the financial statements by management Management and Audit

following adoption by the Council

SENSITIVE °
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2. Financial sustainability assessment

The table below details our assessment of your financial sustainability and is based on the results of your asset
sustainability, operating surplus and net financial liabilities ratios. Our likely 2020 assessment of Council's
overall financial sustainability risk is high risk.

Refer to Appendix D for guidance on how these ratios are calculated and our financial sustainability risk rating
definitions.

Operating surplus ratio Commentary

Council's five-year average operating ratio is
Operating surplus ratio - Council compared to the -30%. This is oulside the target range.

average for the segment
The average operating surplus ratio indicates

30 "
%g that Council is unable to generate enough
1@ funding from its own source revenue. Thereis
g b significant reliance on grants and contributions
= 4 from various sources, in the absence of which
§ % Council may not be able to sustain its ongoing
o § operations. This also indicates that Council
3 has no ability to fund any capital projects
g without capital grants and contributions.
FY16 FY17 FY1is FY19 FY20 Council should prioritise looking at options to
increase its revenue and reduce its spending
Target  ==o==Council =—w==Average levels in the short-term.
Net financial liabilities ratio Commentary
. ) ) Council's net financial liabilities ratio as at 30
Net financial liabilities ratio - Council compared to June 2020 is -3%. This is within the target
the average for the segment p
ange.
100 ey e L
& o The net financial liabilities ratio indicates that
*‘;.;: ) while Council's capital structure appears
£ (50 % i adequate, the low operating surplus ratio can
& 100y add pressure to service any additional
FY16 FY17 FY18 FY19 FY20 borrowings that Council may need for future
Target ==pe=Council ==e=Average capital projects.
Asset sustainability ratio Commentary
Asset sustainability ratio - Council compared to the Council's average asset sustainability ratio is
average for the segment 178%. This is within the target range.
° ggg Council has monitored its assets in line with
%%’ 12g8 its asset management plan and have
g 100 ° - ° adequately replaced its assets as they near
g Pg the end of their useful life. This suggests
FY16 Fy17 Fy18 Fy19 Fy20 that Council has managed its asset

Target Council Averags replacement in line with its service potential.

SENSITIVE
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3.

Update on emerging risks

In our interim letter dated 6 August 2020, we had identified the potential areas of concerns and associated risks
that arose from COVID-19. The table below provides our understanding of the impact areas of concern and
associated risks had on Mornington Shire Council and our conclusion:

Area of concerns and associated risk

Going concern

Material uncertainties that cast significant doubt on the ability
to continue as a going concern, such as the extent of the
effect on future revenue and costs and the unknown duration
of the event.

Several revenue streams such as investment revenue, sale of
goods and services and rental income may reduce. Timing of
cash inflows may also be impacted.

‘Everyday’ internal controls

Mast entities have expanded to working from home to support
social distancing. With any change in working arrangements
comes an increased risk of controls failing, particularly manual
controls and where controls previously operated with a high
level of management oversight within an office environment.

Audit conclusion

There was no significant decreases in revenue,

therefore we were satisfied that COVID-19 has not
resulted in a material uncertainty that cast significant
doubt on the ability of the Council to continue as a
going concern.

There was no change in internal controls, as the

Council finance team is already decentralised as staff
are based on Mornington Island and in Brisbane. We
did not identify any breakdowns in internal controls.

Information technology and cyber security

Entities’ exposure to cyber security risks increases in
vulnerable and uncertain times as their resources are focused
on being re-deployed to address critical matters. There is also
a risk that identifying cyberattacks may be potentially delayed
causing financial and/or reputational risks.

No issues noted in relation to information technology
and cyber security.

Valuation of property, plant and equipment

Economic uncertainty and imposed community restrictions
may impact the ability of valuers to accurately perform
comprehensive and/or desktop valuations and meet the fair
value measurement requirements of AASB 13.

As these are valued based on current replacement
cost, the valuation inputs for these asset classes are
rarely volatile and the condition and useful lives of
these long-term assets are also unlikely to be impacted
as a result of COVID-19. There was no significant
impact on the values assigned to property, plant and
equipment.

Financial statement disclosure

Several disclosures in the financial statements will be
impacted.

Note 27 has been included in the financial statements
in relation to the impacts of COVID-19.
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Risk / likelihood

4. Audit conclusions

Areas of audit significance

We identified the areas of your financial report that we considered to be at significant risk of material error. The
risk map below sets out the identified areas of audit significance, together with any changes in our assessment
of the risk of material error during the audit period.

N~

. Risk 1 - WValuation of property, plant and equipment

Risk 2 - Change in accounting software and IT
applications

. Risk 3 - Revenue recognition — application of new
acocounting standards

. Risk 4 - Financial statement sustainability ratios

. Risk 5 — Expenditure

Financial impact / Magnitude

Risk 6 - COVID19

Our overall conclusions on these key risk areas are outlined in the table below.

Risk

Description

Audit conclusion

1

Valuation of property, plant
and equipment

Management conducted a review of indices and determined that no revaluation
adjustment was required. We performed the following procedures:

+  Reviewed managements assumptions
«  Reviewed industry benchmarks
«  Considered the impact of industry benchmarks on the revaluation.

Audit conclusion

Based on the audit work performed above, we have reasonable assurance that
property plant and equipment is in accordance with AASB 116 Property, plant
and equipment and AASB 13 Fair value measurement.

2

Change in accounting
software and IT
applications

We performed the following procedures:

»  Reviewed the implementation of Xero and identified any control gaps or
weaknesses within the internal control environment

+  Reviewed transfer of balances from the existing system Practical general
leger to the new Xero general ledger accounts

»  Performed reasonability checks over final figures used in preparing the
financial statements

+  Traced transactions from IT applications to ensure correct recording within
the general ledger.

Audit conclusion

Based on the audit work performed above, we have reasonable assurance that
no material misstatements resulted from the change in accounting software.
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4. Audit conclusions (continued)

3 Revenue recognition — We performed the following procedures:
application of new « Review of updated position papers

accounting standards « Review of calculation of revenue from contracts with customers,
contract assets and contract liabilities

« We reviewed opening adjustments on transition

Audit conclusion

Based on the audit work performed above, we have reasonable assurance that
revenue has been appropriately recognised in accordance with AASB 1058 and
AASB 15.

Mote adjustments made during the audit process are detailed in Appendix B.

T T T
4 Financial statement We performed the following procedures over the financial sustainability ratios:

sustainability ratios « Tested a sample of asset renewals to supporting documentation to

confirm they meet the Financial Sustainability guidelines

« Reviewed financial statement disclosure of grants and subsidies as
operational versus capital, including management’s detailed analysis
of these

« Checked the input and mathematical accuracy of calculated ratios.

Audit conclusion

We have performed sufficient audit procedures over additions and renewals and
capital and operating revenue to address Council's compliance with the
requirements of the Financial Sustainability (Sustainability) Guideline 2013
Version 1.1.

T T
5 Expenditure We performed the following procedures over expenditure:

«  Targeted testing of material transactions or payments where there is an
increased risk of unauthorised adjustments/errors or circumnavigation of
controls

+  Review tendering processes and probity assessments for major contracts

+  Review transactions to ensure compliance with Council's Procurement
Policy, Local Government Act 2009 and Local Government Regulation
2012

+  Analytical review of expense accounts vs. Councils published budget

+  Perform subsequent payment testing to identify any unrecorded liabilities at
year-end

+  Review of transactions paid for using Council credit cards

+  Review of significant related party transactions and if these are recorded
within the related party disclosure.

Audit conclusion

We have performed sufficient audit procedures over expenditure to address
Council's compliance with the Local Government Act 2009, Regulation 2012,
Probity and/or propriety principles.
T T T
6 COVID19 We assessed the potential risks identified by management and the potential
impact on Council's internal control environment and financial statement
disclosures at Section 3.

Audit conclusion

We have assessed that the accounting treatment and financial statement
disclosures are considered appropriate.
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4. Audit conclusions (continued)

Audit materiality

Our audit materiality thresholds have been reassessed based on your year-end financial statement balances
and have changed since we communicated those in the external audit plan as expenditure for the year was
lower than expected.

We used these thresholds in assessing misstatements.

Overall Performance Reported misstatements Specific—property,

plant & equipment

$240,000 $ 180,000 $12,000 $5,655,000

[per external audit plan [per external audit plan [per external audit plan [per external audit plan
$304,000) $228,000] $30,400) $5,665,000)

Evaluation of misstatements

At the date of this report, we have identified corrected misstatements that resulted in a decrease in net assets
of $180,000 and an increase in operating results amounting to $1,475,000.

At the date of this report, we have identified uncorrected misstatements that resulted in an increase in net
assets of $458,000 and an increase in operating results amounting to $212,000.

Details of these corrected and uncorrected misstatements are included in Appendix B to this closing report.
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5. Audit issues

Internal controls
This table summarises our reporting on significant deficiencies/deficiencies in internal controls. See Appendix

A for details.
Number of Number of
significant deficiencies deficiencies
T T Rating
Current Prior year Current Prior year
year unresolved year unresolved
} }
Control environment
Structures, policies, attitudes and values that influence daily - - 1 1 ®
operations
Risk assessment 1 . i} R

Processes for identifying, assessing and managing risk

Control activities
Implementation of policies and procedures to prevent or detect 1 1 6 1 [ ]
errors and safeguard assets

Information and communication
Systems to capture and communicate information to achieve - - - - O
reliable financial reporting

@ 0® @

Monitoring activities ; ) R R ®
Oversight of internal controls for existence and effectiveness
@ Effective Partially effective @ Ineffective
No significant One significant deficiency Mare than one significant deficiency
deficiencies identified
Financial reporting issues and other matters
This table summarises our financial reporting and other issues raised in the current year and those carried
forward from prior years. See Appendix A for details.
Financial reporting issues—risk ratings Other matters*
High Moderate Low
Unresolved 2
Resolved
Unresolved 1
Resolved

*We only track resolution of other matters where management has committed to address the item raised.
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6. Audit assessments

Effectiveness of financial statements preparation process

Our assessment of the effectiveness of your financial statement preparation process involved considering three
components: your year-end close process, the timeliness of your financial statements, and the overall quality of
your financial statements. We assessed these based on the criteria disclosed in the external audit plan. These

are further explained below.

We assessed the outcomes of your year-end close processes, based on the dates outlined below, unless we
agreed an earlier date in your financial reporting timetable. EAPs should have established the key dates for
year-end processes and those dates should be shown below.

Year-end close processes

Alam's

JUN

We assessed the outcomes of your

year-end close processes, based on

the agreed dates in the external audit

plan. Three out of five milestones

were met:

s Finalising non-current asset
valuations (29 May) ~

Your rating:
Partially implemented

+ Preparing complete
pro forma financial statements
(29 May) ¥

+ Position papers on known
accounting issues (29 May) v

+ Final workpapers available (10
August) X

» Final financial statements
completed (10 August) X

Timeliness of certification of
financial statements

We will assess the date we issue our
audit opinion against the benchmark
we have established as timely, being
approximately two weeks before the
statutory deadline of 31 October.
Finalising your audit in a timely
manner facilitates you publishing
your annual report and this aligns
with the local government principles
enshrined in the Local Government
Act 2009.

Your rating:
@ Timely

Quality of draft
financial statements
= Your rating:
= Mo significant adjustments
L

We assessed the quality of your
financial statements in terms of
adjustments you make between the first
draft of the financial statements and the
final version we receive. This includes
adjustments to current year, prior year
and other disclosures. This is an
indicator of how effective your review of
the financial statements is at identifying
and correcting errors.

Our ratings criteria

® Fully implemented

All key processes completed by the
planned date

@ Timely

Audit opinion issued on or before 13
October 2020

® No adjustments
No adjustments were required

Partially implemented

Three to four key processes
completed by the planned date

Legally compliant
Audit opinion issued between
14 and 31 October 2020 (inclusive)
or met approved ministerial
extension

Mo significant adjustments

Immaterial adjustments to financial
statements

@ Not implemented

Less than three key processes
completed by the planned date

@ Untimely

Audit opinion issued after 31 October
2020

@ Significant adjustments

Material adjustments to financial
statement components
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7. Other required information

We are required to report certain matters to those charged with governance. The table below provides a
summary of the matters usually communicated at the end of our audit.

Matters for QAO to
consider

How these were addressed

Disagreements with

During our audit, we received full co-operation from management and had no

management unresolved disagreements over the application of accounting principles and the
scope of our audit. At the date of this report, management are finalising the
disclosures to include in the final financial statements.

Significant difficulties We encounter significant difficulties during the audit.

Due to staffing issues, the capacity of the finance team was significantly reduced
during the audit period. This resulted in delays completing the audit and the revision
of completion dates.

A number of misstatements were identified during the audit (refer Appendix B).
These misstatements need to be documented, investigated and discussed with
management resulting in additional time being required to complete the audit.

Compliance with laws and
regulations

We did not identify any instances of non-compliance with laws and regulations that
may have a material effect on the financial report.

Matters significant to related
parties

We did not note any significant matters in relation to related parties during the audit.

Changes to accounting policies

We confirm there were no significant changes to accounting policies during the
period, except for those changes arising from the adoption of the new accounting
standards.

Other matters significant to the
oversight of the financial
reporting process

We did not note any significant matters in relation to the financial reporting process
during the audit.

Fraud and illegal acts

We have made enguiries of management regarding:

« knowledge of any fraud or suspected or alleged fraud affecting the entity involving
management, employees who have significant roles in internal control, or others
where fraud could have a material effect on the financial report

« knowledge of any allegations of fraud, or suspected fraud, affecting the financial
information.

We did not become aware of any fraud or illegal acts during our audit.

Other information in the entity's
annual report

We have not undertaken audit procedures to verify other information in the entity's
annual report as required by Australian Auditing Standard ASA 720 The Auditor's
Responsibilities Relating to Other Information. Our review will examine whether
annual report financial information and non-financial information is not inconsistent
with the financial report.
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Appendix A1—Internal control deficiencies

The following table details control deficiencies and other matters identified since our last interim report dated 10
September 2020. It includes a response from management.

Our risk ratings are as follows—refer to Internal controls rating definitions for more detail.

e Significant deficiency e Deficiency e Other matters

6 Deficiencies

20 CR-1 Failure to comply with purchasing policy

Control activities

As per the procurement policy, purchase orders are required to be raised for all purchases other than the
exemptions listed in the procurement policy. It was identified during expense testing that purchase orders
have not been raised.

QAO recommendation

We recommend that Council ensures the correct processes are being followed and that all purchases are
being raised in accordance with Council's Procurement Policy and the procurement requirements of the
Local Government Regulations as outlined in section 224 to 235 of the regulations.

Management response

Council will follow up that the correct processes are in place that all purchases are in accordance with
Council's Procurement Policy and Local Government Regulations. Council is currently investigating
oplions available through establishing preferred vendor and supplier panels and increased use in Local
Buy as part of its procurement process.

Responsible officer: Executive Manager Finance and Human Services
Status: Work in progress
Action date: December 2020

20 CR-2 Year end processes
Control activities

As detailed in Appendix B, a number of misstatements were identified during the audit. These related to
revenue cut-off, calculation of employee provisions, inventory, work in progress, unrecorded creditors,
contributed assets, land fill provision and grants repayable. This is due to a lack of reconciliation process
for revenue streams and deficiencies in the quality assurance processes for other balances.

QAO recommendation
It is recommended that reconciliations should be prepared for all balance sheet accounts on a monthly
basis. A person independent of the preparer should review the completed reconciliations.

A monthly timetable should be established for completing the month-end reconciliations and reports.

Management response
Management agrees with the recommendations and will ensure processes are in place that the above
items are routinely reconciled on a monthly basis and independently reviewed.

Responsible officer: Finance and Administration Manager
Status: Work in progress
Action date: December 2020
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Appendix A1—Internal control deficiencies
(continued)

20 CR-3 GST errors
Control activities

The GST receivable recorded at 30 June 2020 is higher than the amount reported on the Business Activity
Statement for 30 June 2020. A review of the monthly GST reports for the year indicated that none of the totals
agreed to the Business Activity Statement lodged.

It appears that adjustments have been made to the Xero file afler Business Activity Statements have been
lodged and that no amendments have been lodged with Australian Taxation Office.

In addition, errors were noted with GST being incorrectly attributed to grant funds which were GST free.

QAO recommendation
It is recommended that a GST review be conducted and amended Business Activity Statements be lodged with
the Australian Taxation Office.

A review and reconciliation of GST transactions should be conducted on a monthly basis. A person
independent of the preparer should review the completed reconciliation.

Management response
Management agrees with the recommendations and a review and reconciliation of GST transactions will be
conducted on a monthly basis and independently reviewed.

Responsible officer: Management Accountant
Status: Work in progress
Action date: October 2020
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Appendix A2—Financial reporting issues

There were no financial reporting issues identified through our audit.
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Appendix A3—Matters previously reported

The following table summarises all control deficiencies, financial reporting issues and other matters that we
have raised this year and those issues raised in in prior years but are not yet resolved.

Reference

Rating

Issue

Internal control issues

Status

20IR-1

20IR-2

o)

Control Activity - Lack of formal periodic review of
users, access privileges and process when assigning
and terminating user access

Risk Assessment - Lack of evidence or review of
financial management and fraud risks and control
measures

Work in Progress —
October 2020

Work in Progress —
November 2020

CR19

Control Activities - Payroll records & pay rates

Work in Progress

20IR-3

Control Activities - Incorrect pay rates

Work in Progress —
December 2020

20IR-4

Control Environment - Policies and procedures

Work in Progress —
December 2020

20IR-5

Control Activilies - Control ownership

Work in Progress —
November 2020

20IR-6

Control Activities - Credit card reconciliations

Work in Progress —
September 2020

16IR

Control Environment - Compliance matters

Council has not implemented an Asset management
strategy and has not adopted a Long-term asset
management plan

Work in Progress

17IR

Q O QOO D

Control Activities - No review of Bank Reconciliations

Financial reporting issues

Work in Progress

CR18

Conditions over contributions - unexpended grant funds

exceed cash balance

Other matters

Resolved

20IR-7

Qutdated policies and procedures

Work in Progress —
December 2020

20IR-8

18IR

Compliance with Act & Regulations

Conflict of interest implementation

Work in Progress —
December 2020

Work in progress —
June 2020
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Appendix A4—Our rating definitions A

Internal controls rating definitions

Prioritisation of

Definition remedial action

Significant A significant deficiency is a deficiency, or combination of deficiencies, in This requires immediate
deficiency internal contral that requires immediate remedial action. management action to
Also, we increase the rating from a deficiency to a significant deficiency resolve.

9 based on:

« the risk of material misstatement in the financial statements
+ the risk to reputation

« the significance of non-compliance with policies and applicable laws
and regulations

« the potential to cause financial loss including fraud, or

+ where management has not taken appropriate timely action to
resolve the deficiency.

Deficiency A deficiency arises when internal controls are ineffective or missing, and \We expect management

are unable to prevent, or detect and correct, misstatements in the action will be taken in a
6 financial statements. A deficiency may also result in non-compliance timely manner to resolve
with policies and applicable laws and regulations and/or inappropriate deficiencies.

use of public resources.

Other An other matter is expected to improve the efficiency and/or Our recommendation
matter effectiveness of internal controls, but does not constitute a deficiency in may be implemented at
internal controls. If an other matter is not resolved, we do not consider management’s discretion.

that it will result in a misstatement in the financial statements or non-
compliance with legislative requirements.

Financial reporting issues rating definitions

Prioritisation of

Potential effect on the financial statements . .
remedial action

High We assess that there is a high likelihood of this causing a material This requires immediate
misstatement in one or more components (transactions, balances and management action to
. disclosures) of the financial statements, or there is the potential for resolve.

financial loss including fraud.

Medium We assess that there is a medium likelihood of this causing a material We expect management
misstatement in one or more components of the financial statements. action will be taken in a
timely manner.

Low We assess that there is a low likelihood of this causing a material We recommend
misstatement in one or more components of the financial statements. management action to
resolve; however, a
decision on whether any
action is taken is at
management’s discretion.
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Appendix B—Misstatements A

In total, the effect of the corrected misstatements on the financial statements has resulted in an increase in net
profit result of $1,475,000 and a decrease in net assets of $180,000.

Summary of corrected misstatements

The following misstatements were identified during the audit and have subsequently been corrected by
management in the financial statements.

# Details Profit or loss Balance sheet
Increase/(decrease) Increase/(decrease)
$000 $000
1 Finance leases 896
Gain on finance leases 896

Adjustment resulting from a revision of the discount

rate used

2 Contract assets 57
Contract liabilities (1,133)
Retained eamings 1,655
Capital grant revenue 579

Additional contract liabilities relating to capital
grants identified

Total 1,475 1,475

Summary of uncorrected misstatements

During the course of our audit, we identified the following uncorrected misstatements and request that they be
corrected. Management has concluded that these matters are not material and do not propose adjustment.
We consider the misstatements are not material either to the financial statements as a whole or to individual
line item presentations.

#  Details Profit or loss Balance sheet
Increase/(decrease) . Increase/(decrease)
$000 $000
1 DR Various revenue accounts (205)
DR Receivables 138
CR Retained eamings (343)

Cut- off errors identified in relation to revenue

2 DR Landfill provision 40

CR Capital expense - landfill 40

SENSITIVE °

Item 14.2- Attachment 1 Page 50



ORDINARY COUNCIL MEETING AGENDA

21 OCTOBER 2020

Estimated impact of adjustments to discount rate
and future maintenance costs

DR Doubtful debts expense

(54)

CR Provision for doubtful debts

(54)

Estimated adjustment to doubtful debts

DR Employee provisions

34

CR Employee costs

34

Annual leave loading included twice in calculation
and estimate impact of adjustments to discount
rates

DR Cost of sales - fuel

(18)

CR Inventory stores

(18)

Pricing variance on fuel stocks

DR Sales — contract works

CR Accounts receivable

(19)

(19)

Adjustment to BAS invoices

DR Various expense accounts
DR Capital work in progress

CR Accounts payable

(86)

20
(124)

CR Retained eamings

18

Unrecorded creditors identified in current and prior
year

DR GST receivable

25

CR Sundry expenses

25

Unreconciled GST variance

DR Buildings

433

CR Capital revenue — Contributed assets

433

Error in calculation of the fair value of contributed
assets

10

DR GST receivable

79
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Cr Recurrent grant revenue 79

GST incorrectly remitted on grant funding

11 DR Recurrent grant revenue (17)
DR Retained eamings 78
CR Accounts payable (95)

Liability for grants repayable not recorded

Total 212 212
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Appendix C—Assessment of Financial

Sustainability

Assessment of financial sustainability

Section 169(5) of the Local Government Regulation 2012 outlines the following relevant measures of financial
sustainability for all Queensland local governments must report on:

Sustainability
measure

Purpose

L =
How is it measured? Target

Operating surplus

The Operating Surplus Ratio indicates the

Net operaling result/Total operating Between 0%

ratio extent to which operating revenues raised revenue (excluding capital ifems})  and 10% per
cover operating expenses. annum
Net financial The Net Financial Liabilities Ratio indicates the (Total Liabilities — current < 60% per
liabilities ratio extent to which operating revenues (including  assets)/Total operating revenue annum
grants and subsidies) can cover net financial
liabilities (usually loans and leases).
Asset The Asset Sustainability Ratio indicates the Capital Expenditure on = 90% per
sustainability ratio  extent to which assets are being replaced as  replacement of assels annum

they reach the end of their useful lives.

{renewals)/Depreciation

We assigned a risk rating to each measure using the below criteria.

Risk rating
measure for
Individual Ratios

Operating surplus ratio

Net financial
liabilities ratio

Asset sustainability ratio

Higher Less than negative 10% More than 80% Less than 50%
(i.e. losses)
Insufficient revenue is being  Potential long term concern Insufficient spending on asset
generated to fund operations  over ability to repay debt replacement or renewal resulting in
and asset renewal levels from operating reduced service levels and
revenue increased burden on future
ratepayers
Moderate MNegative 10% to zero 60% to 80% 50% to 90%
A risk of long term reduction  Some concems over the Irregular spending or insufficient
in cash reserves and inability  ability to repay debt from asset management practices
to fund asset renewals operating revenue creating a backlog of
maintenance/renewal work
Lower More than zero Less than 60% More than 90%
(i.e. surpluses)
Well positioned to fund No concern over the ability to  Likely to be sufficiently replacing or
operations and asset repay debt from operating renewing assets as they reach the
renewals revenue end of their useful lives
° SENSITIVE
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Appendix C —Assessment of Financial 73
Sustainability (continued)

Our assessment of financial sustainability risk factors does not take into account Council's long-term forecasts
or credit assessments undertaken by Queensland Treasury Corporation. We calculate the overall financial
sustainability risk assessment using the ratings determined for each measure using the criteria in the table
below.

Risk level Detail of risk

Higherrisk  Higher risk of sustainability issues arising in the short to medium term if current operating income and
. expenditure policies continue, as indicated by average operating deficits (losses) of more than 10 per
cent of operating revenue.
Moderate Moderate risk of sustainability issues over the longer term if current debt financing and capital investment
risk policies continue, as indicated by:
« current net financial liabilities more than 80 per cent of operating revenue or

« average asset sustainability ratio over the last 5 years is less than 50 per cent or

+ average operating deficits (losses) over the last five years of between two and 10 per cent of
operating revenue or

+ realising two or more of the individual ratios for moderate risk assessments (per the table
opposite).

Lower risk  Lower risk of financial sustainability concerns based on current income, expenditure, asset investment
. and debt financing policies.
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Appendix D —Performance audit update A

Planned performance audits

QAQ's Strategic Audit Plan outlines the performance audit topics we plan to undertake in the next three years.
Performance audits provide independent assurance that public resources are being used appropriately and that

government programs are delivering on their objectives efficiently, effectively, and economically.

We are in the process of recalibrating our Strategic Audit Program given the direct and indirect impacts of
COVID-19 on public sector entities and public sector services. We will reassess our proposed audits to see if
these topics remain relevant in light of the pandemic or whether alternative topics need to be prioritised.

Recently tabled reports

We have provided below a list of recently tabled audit report that we believe may be of interest to you.

Report

Key message

Effectiveness of
audit committees in
state government
entities

Report 2
September 2020

In this report we drew connections between effective audit committees and the success of
an entity's governance framework.

This report identified what entities can do in establishing an effective audit committee.

Queensland
Government
response to COVID-
19

Report 3
September 2020

The speed and depth of the impacts from the COVID-19 pandemic, and the ongoing
government responses to them, are unprecedented. The Queensland Government has
announced a range of measures with the aim of supporting the state economy, promoting
public safety, and assisting households and businesses. As at 21 August 2020, the
Queensland Government had announced over $7 billion in response measures. The
costs of the government's response are significant and will largely depend on the ongoing
health and economic impacts of the pandemic.

The report includes details of:

«  COVID-19 key events
«  Government's response measures to COVID-19.

Our reports are available on our website: hitps://www.gao.g/d.gov.au/reports-resource

/parliament
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Appendix E—Other matters of interest A

QAO’s online blog

Our blog available on our website: www.qao.ald.gov.au/blog

Qur blog provides updates on topical accounting and auditing standard issues, as well as wider learnings from
our recently tabled reports to parliament and general news from QAQ.

The latest posts that may be of interest to your entity include:

o Local government audit committees—qgetting the right membership

L] Increased scrutiny of going concern

. inancial reporting considerations in uncertain times

s Returning to the office: does this affect your control environment?

Other matters of interest

https://www.dlgrm a.qld.gov.au/about-ilgp/news-media-and-events/local-government-bulletins.htm|

https://www.ccc.qld.gov.au/publications

d.gov.au/media

hitps://www.ccc
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gao.gld.gov.au

% Suggest a performance audit topic

Contribute to a performance audit in progress

Subscribe to news

Connect with QAO on Linkedin

Sri Narasimhan
T: 07 3149 6000
E: sri.narasimhan@gqao.qld.gov.au

T: 07 3149 6000
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W: gao.gld.gov.au

53 Albert Street, Brisbane Qld 4000
PO Box 15396, City East Qid 4002

® Queensland
® ® Audit Office

Better public services
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14.3 ANNUAL FINANCIAL STATEMENTS (FOR THE YEAR ENDED 30 JUNE 2020)

Author: Acting Executive Manager Finance and Human Services
Attachments: 1 Annual Financial Statements (For the year ended 30 June 2020)

PURPOSE (EXECUTIVE SUMMARY)

The purpose of this report is to table the 2020 Annual Financial Statements for Mornington Shire
Council.

BACKGROUND & PREVIOU S COUNCIL CONSIDERATION

The General Purpose Financial Statements for the year ended 30 June 2020 have been
completed, and audited. A copy of these statements and Current Year Sustainability Statement
has been forwarded to the Minister for Local Government. The Queensland Audit Office has issued
an unmodified opinion. Council has submitted these statements within the required regulatory
timetables.

Council achieved a net result of $1,676,761 (2019 - $6,122,496) for the financial year ended 30

June 2020. These results included grants and contributions for capital purposes. After
consideration of t hese, Council 6s results before
deficit of ($3,615,906) (2019 i deficit of ($9,222,631)). This represents an improvement of
$5,606,725 (60.8%) as compared to 2019. This pro-active management of revenue and

i mprovement in expenditure monitoring and control
reserves to be positive at June 2020 whereas at June 2019 there were insufficient cash reserves to

fund unexpended grants.

Council 6s performance at 30 June 2020 against key
Ratio How the measure is calculated Actual Target

Operating Surplus Ratio Net regult (excluding caplt:al) dwld.Ed by total -18.1% 0% to 10%
operating revenue (excluding capital)

Asset Sustainability Ratio Capital expenditure on replacement of assets | -, ;. > 90%
(renewals) divided by depreciation expense.
Total liabilities less current assets divided by

Net Financial Liabilities Ratio total operating revenue (excluding capital -32% <60%
items)

The operating surplus ratio has improved from -46.2% in 2019 to -18.1% in 2020. This ratio is
slightly unfavourable to the budget of -15.60%.Counci | 6s community equity re
value of $120,086,259.

Whilst the result before capital grants and contributions improved in the year, there is still much
work to be done in looking at opportunities to increase revenue and reduce expenditure as Council
has outlined in its Long Term Financial Plans.

FINANCIAL & RESOURCE IMPLICATIONS

There are no financial and resource implications attached to this report or its recommendation.

RECOMMENDATION

That Council receives and notes the information in this report.
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Mornington Shire Council

Financial Statements
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Mornington Shire Council
Statement of Comprehensive Income
For the year ended 30 June 2020

Income
Revenue
Recurrent revenue
Levies and charges
Fees and charges
Sales revenue
Grants, subsidies and contributions

Capital revenue
Grants, subsidies and contributions
Total capital revenue

Rental income
Interest revenue
Other income
Capital income

Total income

Expenses
Recurrent expenses
Employee benefits
Materials and services
Finance costs
Depreciation

Capital expenses

Total expenses

Net result

Other comprehensive income

Items that will not be reclassified to net result
Movement in asset revaluation surplus

Total other comprehensive income for the year

Total comprehensive income for the year

Council
2020 2019
Note $ $

3(a) 2,821,145 2,051,943
3(b) 1,607,553 1,342,131
3(c) 9,709,264 10,866,027
3(di) 5,033,643 5,127,652
198,171,605 19,387,753
3(d)(in 5,270,214 16,634,018
5,270,214 16,634,018
13 517,719 443 226
4(b) 46,952 76,304
4(a) 258,973 61,711
5 504,624 375,826
25,770,087 36,978,838
-] (8,102,777) (8,875,705)
7 (11,658,427) (14,141,963)
8 (147,224) (62,480)
14 (5,702,727) (6,111,477)
(23,611,155) (29,191,625)
9 (482,171) (1,664,717)
(24,093,326) (30,856,342)
1,676,761 6,122,496
18 - (8,512,693)
- (8,512,693)
1,676,761 (2,390,197)

The above statement should be read in conjunction with the accompanying notes and Significant Accounting Policies.
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Mornington Shire Council
Statement of Financial Position

as at 30 June 2020
Council
2020 2019
Note $ $
Current assets
Cash and cash equivalents 10 3,860,376 2,181,213
Trade and other receivables 1" 1,308,961 1,570,189
Inventories 629,560 573,239
Contract asset 12 303,551 -
Leases 13 208,082 208,092
Total current assets 6,310,540 4,532,733
Non-current assets
Leases 13 6,199,478 5,909,712
Property, plant and equipment 14 113,274,150 113,117,099
Total non-current assets 119,473,628 118,026,811
Total assets 125,784,168 123,559,544
Current liabilities
Trade and other payables 16 1,500,451 2,072,592
Contract liability 12 2,622,740 -
Provisions 17 24,802 84,208
Total current liabilities 4,148,093 2,156,800
Non-current liabilities
Provisions 17 1,549,816 1,215,975
Total non-current liabilities 1,549,816 1,215,875
Total liabilities 5,697,809 3,372,775
Net Community assets 120,086,259 120,186,769
Community Equity
Asset revaluation surplus 18 99,160,205 98,160,205
Retained surplus 20,926,054 21,026,564
Total Community equity 120,086,259 120,186,769

The above statement should be read in conjunction with the accompanying notes and Significant Accounting Policies.
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Mornington Shire Council
Statement of Cash Flows
For the year ended 30 June 2020

Cash flows from operating activities
Receipts from customers
Payments to suppliers and employees

Rental Income

Interest received

Operating grants and contributions

Net cash inflow (outflow) from operating activities

Cash flows from investing activities

Payments for property, plant and equipment
Proceeds from sale of property plant and equipment
Lease receipts

Grants, subsidies. contributions and donations

Net cash inflow (outflow) from investing activities

Net increase (decrease) in cash and cash equivalent held
Cash and equivalents at the beginning of the financial year

Cash and equivalents at end of the financial year

Council
Note 2020 2019

$ $
14,328,973 14,666,332
(18,222,034) (22,250,788)
(3,893,061) (7.584,456)
517,719 443,226
46,952 76,304
5,033,643 5,127,652
19 1,705,253 (1,937,274)
(5,887,185) (20,249,0286)

9 81,955 -

13 214,857 329,622
5,564,283 16,634,018
(26,090) (3,285,386)
1,679,163 (5,222,660)
2,181,213 7,403,873
10 3,860,376 2,181,213

The above statement should be read in conjunction with the accompanying notes and Significant Accounting

Policies.
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Mornington Shire Council
Statement of Changes in Equity
For the year ended 30 June 2020

Asset Retained Total
Revaluation Surplus
Surplus
Note 18
$ $ $

Balance as at 1 July 2019 99,160,205 21,026,564 120,186,769
Adjustment on initial application of AASB 15/ AASB 1058 (1,777,271) (1,777,271)
Restated balance at 1 July 2019 98,160,205 19,249,293 118,409,498
Net operating surplus - 1,676,761 1,676,761
Other comprehensive income for the year

Increase / (decrease) in asset revaluation surplus 18 - - -
Balance as at 30 June 2020 99,160,205 20,926,054 120,086,259
Balance as at 1 July 2018 107,672,898 14,904,068 122,576,966
Net operating surplus - 6,122,496 6,122 496
Other comprehensive income for the year

Increase / (decrease) in asset revaluation surplus (8,512,693) - (8,512,693)
Balance as at 30 June 2019 99,160,205 21,026,564 120,186,769

The above statement should be read in conjunction with the accompanying notes and Significant Accounting Policies.
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Mornington Shire Council
Notes to the Financial Statements
For the year ended 30 June 2020

1

1.A

1.B

Significant Accounting Policies
Basis of Preparation

Mornington Shire Council is constituted under the Queensland Local Government Act 2009 and is domiciled in
Australia.

These general purpose financial statements are for the period 1 July 2018 to 30 June 2020 and have been prepared in
accordance with the Local Government Act 2009 and the Local Government Regulation 2012 .

These financial statements comply with Australian Accounting Standards and Interpretations issued by the Australian
Accounting Standards Board (AASB). Council is a not-for-profit entity for financial reporting purposes and complies
with Australian Accounting Standards as applicable to not-for-profit entities.

These financial statements have been prepared under the historical cost convention except for the revaluation of
certain classes of non-current assets.

Current/ Non-Current Classification

Assets and liabilities are presented as "current" or "non-current” in the Statement of Financial Position on the following
basis:

Current assets and liabilities include financial and non-financial items which are either held primarily for the purpose of
trading or is expected to arise and be realised or settled in the normal course of the operating cycle, or does not have
an unceonditional right to defer settlement for at least 12 months after the reporting period.

MNon-current assets and liabilities include financial and non-financial items which are either not expected to be realised
or settled in the normal course of the operating cycle, or contain an unconditional right to defer settlement for a period
greater than 12 months

Recurrent/Capital Classification

Revenue and expenditure are presented as "recurrent” or "capital” in the Statement of Comprehensive Income on the
following basis:

Capital Revenue includes grants and subsidies received which are tied to specific projects for the replacement or
upgrade of existing non-current assets and/or investment in new assets. It also includes non-cash contributions which
are usually infrastructure assets received from developers and fair value gains on infrastructure assets or housing
leases.

The following transactions are classified as either "Capital Income" or "Capital Expenses" depending on whether they
result in accounting gains or losses:

- disposal of non-current assets

- revaluations of infrastructure assets

- revaluation of housing leases
All other revenue and expenses have been classified as "recurrent”.

Adoption of New and Revised Accounting Standards
Council has adopted all standards which became mandatorily effective for annual reporting periods beginning on 1
July 2019, the standards which had an impact on reported position, performance and cash flows were those relating to

revenue.

Refer to the change in accounting policy Note 24 for transition disclosures for AASB 15 Revenue from Contracts with
Customers and AASB 1058 Income of Not for Profit Entities.
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Mornington Shire Council
Notes to the Financial Statements
For the year ended 30 June 2020

1.C Standards Issued Not Yet Effective

The AASB has issued Australian Accounting Standards and Interpretations which are not effective at 30 June 2020,
these standards have not been adopted by Council and will be included in the financial statements on their effective

date. The standards are not expected to have a material impact upon Council's future financial statements.
1.D Critical Accounting Judgements and Key Sources of Estimation Uncertainty

Councils make a number of judgements, estimates and assumptions in preparing these financial statements. These
are based on the best information available to Council at the time, however due to the passage of time, these
assumptions may change and therefore the recorded balances may not reflect the final outcomes. These significant
judgements, estimates and assumptions relate to the following items and specific information is provided in the
relevant note:

Judgements, Estimates and Assumptions Note
Valuation and depreciation of property, plant and equipment 14,15
Impairment of property, plant and equipment 14
Provisions 17
Valuation of finance leases 13
Contingent liabilities 22
Financial instruments and financial liabilities 20

1.E Inventories

Stores and raw materials held for resale are valued at the lower of cost and net realisable value. Costs are assigned
on the basis of weighted average cost.

1.F National Competition Policy

The Council has reviewed its activities and has identified that there are no business activities to which the code of
competitive conduct applies.

1.6 Rounding and Comparatives

The financial statements have been rounded to the nearest $1. Comparative information is restated where necessary
to be consistent with disclosures in the current reporting period.

1.H Taxation
Income of local authorities and public authorities is exempt from Commonwealth taxation except for Fringe Benefits

Tax and Goods and Services Tax ('GST'). The net amount of GST recoverable from the ATO or payable to the ATO
is shown as an asset or liability respectively.
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Mornington Shire Council
Notes to the Financial Statements
For the year ended 30 June 2020

2. Analysis of Results by Function

2(a) Components of Council Functions
The activities relating to the Council's components reported on in Note 2(b) are as follows :
Council and Executive Leadership Team

Council's current structure consists of three departments each headed by an Executive Manager. The Executive Managers,
along with the Chief Executive Officer form the Executive Leadership Team.

Financial Services

This comprises the support functions for the management of Council's finances, information technology and financial
reporting abligations.

Governance

The Govemance department advises on legal, human resources and governance issues and is responsible for managing
the service delivery reform program and ensuring the good governance of Council. Activities performed by Governance
were previously the responsibility of the Council and Executive Leadership Team Function.

Infrastructure/ Technical Services

To provide and maintain infrastructure such as roads, drainage, footpaths, aerodromes, marine facilities, water supply and
services, sewerage, plant and machinery, and the construction and maintenance of community buildings and facilities.

Human Services

The Human Services function includes:

» Administration

= Bakery

= Council Warehouse

= Grants

= Payroll

* Property Management (Residential and Commercial)
- Sports and Recreation

= Workplace Health and Safety
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