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PORT AUGUSTA CITY COUNCIL

ANNUAL FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2017

CERTIFICATION OF FINANCIAL STATEMENTS

We have been authorised by the Council to certify the financial statements in their final
form. In our opinion:
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CHIEF EXECUTIVE OFFICER

——
—

The accompanying financial statements comply with the Local Government Act
1999, Local Government (Financial Management) Regulations 2011 and
Australian Accounting Standards.

The financial statements present a true and fair view of the Council’'s financial
position at 30 June 2017 and the results of its operations and cash flows for the
financial year.

Internal contrels implemented by the Council provide reasonable assurance that
the Council’s financial records are complete, accurate and reliable and were
effective throughout the financial year.

The financial statements accurately reflect the Council’s accounting and other
records.

18.10. 17
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PORT AUGUSTA CITY COUNCIL
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2017

NOTE 1

SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies adopted in the preparation of the financial report are set out below. These
policies have been consistently applied to all the years presented, unless otherwise stated.

1.1

1.1.1

Basis of Preparation
Compliance with Australian Accounting Standards

This general purpose financial report has been prepared in accordance with Australian
Accounting Standards as they apply to not-for-profit entities, other autheritative proncuncements
of the Australian Accounting Standards Board, Interpretations and relevant South Australian
legislation.

Accounting Standards Adopted Early

AASB 2016-4 Recoverable Amount of Non Cash-Generating Specialised Assets of Not-for-Profit
Entities has been adopted early in the preparation of these financial reports. This Standard
removes the requirement for impairment testing of non cash-generating specialised assets that
are carried at fair value. The early adoption of this Standard has not resulted in any changes to
any amounts disclosed in these reports.

Authorisation for Issue

The financial report was authorised for issue by certificate under regulation 14 of the Local
Government (Financial Management) Regulaticns 2011 dated 16/10/2017.

Critical Accounting Estimates

The preparation of financial statements in conformity with Australian Accounting Standards
requires the use of certain critical accounting estimates, and requires management to exercise
its judgement in applying Council’s accounting policies. The areas involving a higher degree of
judgement or complexity, or areas where assumptions and estimates are significant to the
financial statements are specifically referred to in the relevant sections of these Notes.
Rounding

All amounts in the financial statements have been rounded to the nearest dollar ($0).
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PORT AUGUSTA CITY COUNCIL
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2017

2.0

3.0

The Local Government Reporting Entity

The Port Augusta City Council is incorporated under the SA Local Government Act 1999 and
has its principal place of business at 4 Mackay Street, Port Augusta, South Australia. These
financial statements include the consolidated fund and all entities through which Council
controls resources to carry on its functions, In the process of reporting on the Council as a
single unit, all transactions and balances between activity areas and controlled entities have
been eliminated.

The principal activities and entities conducted other than in the Council's own name that have
been included in these consolidated financial statements are:
Wadlata Outback Centre

Australian Arid Lands Botanic Gardens

Port Augusta Cultural Centre — Yarta Purtli

Ryan Mitchell Swim Centre

Nerrilda Nursing Home

AM Ramsay Village

Port Augusta Childcare Centre

Mirtam High Special Needs Centre

Port Augusta Mens Shed

Substance Misuse Service

Sobering Up Unit

Port Augusta Qutdoor Adventure Centre

Port Augusta Public Library

Trust monies and property held by Council but subject to the control of other persons have been
excluded from these reports. A separate statement of moneys held in the Trust Fund is
available for inspection at the Council Office by any person free of charge.

Income recognition

Income is measured at the fair value of the consideration received or receivable. Income is
recognised when the Council obtains control over the assets comprising the income, or when
the amount due constitutes an enforceable debt, whichever first occurs.

Where grants, contributions and donations recognised as income during the reporting period
were obtained on the condition that they be expended in a particular manner or used over a
particular period, and those conditions were undischarged as at the reporting date, the amounts
subject to those undischarged conditions are disclosed in these notes. Also disclosed is the
amount of grants, contributions and receivables recognised as incomes in a previous reporting
period which were obtained in respect of the Council's operations for the current reporting
period.

in the month of June in recent years the Federal Government has paid amounts of untied
financial assistance grants, which are recognised on receipt, in advance of the year of
allocation:

June 2011 1 quarter of the 2011/12 allocation $827,244

June 2012 2 quarters of the 2012/13 allocation $1,634,200

June 2013 2 quarters of the 2013/14 allocation $1,684,272

June 2014 No advance paid

June 2015 2 quarters of the 2015/16 allocation $1,505,972

June 2016 No advance paid

June 2017 2 quarters of the 2017/18 allocation $1,510,089

Because these grants are untied, the Australian Accounting Standards require that payments be
recognised upon receipt. Accordingly, the operating results of these periods have been distorted
compared to those that would have been reported had the grants been paid in the year to which
they were allocated. For 2016/17 the Operating Deficit is understated by $1,510,089.

7
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PORT AUGUSTA CITY COUNCIL
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2017

4.0

5.0

The Operating Surplus Ratio disclosed in Note 14 has also been calculated after adjusting for
the distortions resulting from the differences between the actual grants received and the grants
entittements allocated.

Cash Equivalents and other Financial Instruments

Cash Assets include all amounts readily convertible to cash on hand at Council's option with an
insignificant risk of changes in value with a maturity of three months or less from the date of
acquisition.

Receivables for rates and annual charges are secured over the subject land, and bear interest
at rates determined in accordance with the Local Government Act 1999. Other receivables are
generally unsecured and do not bear interest.

All receivables are reviewed as at the reporting date and adequate allowance made for amounts
the receipt of which is considered doubtful.

All financial instruments are recognised at fair value at the date of recognition.

A detailed statement of the accounting policies applied to the Financial Instruments forms part
of Note 12,

Inventories
inventories held in respect of stores have been valued by using the weighted average cost on a

continual basis, after adjustment for loss of service potential. Inventories held in respect of
business undertakings have been valued at the lower of cost and net realisable value.

Galpins
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PORT AUGUSTA CITY COUNCIL
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2017

6.0 Infrastructure, Property, Plant & Equipment

6.1 Initial Recognition

All assets are initially recognised at cost. For assets acquired at no cost or for nominal
consideration, cost is determined as fair value at the date of acquisition. All non-current assets
purchased or constructed are capitalised as the expenditure is incurred and depreciated as soon
as the asset is held “ready for use”. Cost is determined as the fair value of the assets given as
consideration plus costs incidental to the acquisition, including architects’ fees and engineering
design fees and all other costs incurred. The cost of non-current assets constructed by the
Council includes the cost of all materials used in construction, direct labour on the project and an
appropriate proportion of variable and fixed overhead.

6.2 Materiality

Assets with an economic life in excess of one year are only capitalised where the cost of
acquisition exceeds materiality thresholds established by Council for each type of asset. In
determining (and in annually reviewing) such thresholds, regard is had to the nature of the asset
and its estimated service life. Examples of capitalisation thresholds applied during the year are as
follows. No capitalisation threshoeld is applied to the acquisition of land or interests in land.

Buildings, Structures and Site Improvements $5,000
Road Construction/Reconstruction $5,000
CWMS, Waste Water and Stormwater $3,000
Paving, Footpaths, Kerb and Gutter $2,000
Plant, Contents and Vehicles $1,000

Assets which are not completed as at 30th June in any year will be shown in the Balance Sheet
as Work in Progress. These assets will not attract depreciation until completion.

6.3 Subsequent Recognition

All material asset classes are revalued on a regular basis such that the carrying values are not
materially different from fair value. For infrastructure and other asset classes where no active
market exists, fair value is determined to be the current replacement cost of an asset less, where
applicable, accumulated depreciation calculated on the basis of such cost to reflect the already
consumed or expired future economic benefits of the asset. Further detail of existing valuations,
methods and values are provided in Note 8.
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PORT AUGUSTA CITY COUNCIL
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2017

6.4 Depreciation of Nen-Current Assets

Other than land, all infrastructure and property, plant and equipment assets recognised are
systematically depreciated over their useful lives in a manner which reflects the consumption of
the service potential embodied in those assets.

Depreciation Is recognised on a straight-line basis. Major depreciation periods for each class of
asset are shown below. Depreciation periods for infrastructure assets have been estimated based
on the best information available to Council, but appropriate records covering the entire life cycle
of these assets are not available, and extreme care should be used in interpreting financial

information based on these estimates.

Plant, Contents and Vehicles
Furniture and Contents

Plant and Equipment

Vehicles

Buildings, Structures and Site Improvements

Buildings — Structure

Buildings — Components

Park Furniture

Playground Equipment
Carparks, Pathways and Fencing
Monuments and Memorials
Shade Sails and Shelters
Swimming Pools

Marine Structures

CWMS, Waste Water and Stormwater
Stormwater Drains

Culverts

Flood Control Structures

Bores

Reticulation Pipes — PVC70

Reticulation Pipes — other25

Pumps & Telemetry

Reclaimed Water Plant & Irrigation System
CWMS

Road Infrastructure

Sealed Roads — Surface Upper
Sealed Roads — Surface Lower
Sealed Roads — Pavement Upper
Sealed Roads — Pavement Sub Base
Unsealed Roads

Bridges — Concrete

Kerb and Gutter

Paving and Footpaths

3 to 15 years
5to 15 years
5to 15 years

50 to 120 years
15 to 40 years
51to 20 years
20 to 30 years
30 to 50 years
50 to 100 years
15 to 30 years
40 to 50 years
60 to 150 years

80 to 100 years
50 to 80 years
80 to 100 years
20 to 40 years
60 to 80 years
50 to 75 years
15 to 25 years
20 to 50 years
50 to 80 years

15 to 35 years
45 to 75 years
50 to 80 years
150 to 300 years
10 to 15 years
80 to 100 years
60 to 80 years
15 to 45 years

Galpins



PORT AUGUSTA CITY COUNCIL
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2017

6.5

7.0

741

7.2

8.0

9.0

9.1

Impairment

Assets whose future economic benefits are not dependent on the ability to generate cash

flows, and where the future economic benefits would be replaced if Council were deprived
thereof, are not subject to impairment testing. Other assets that are subject to depreciation are
reviewed for impairment whenever events or changes in circumstances indicate that the carrying
amount may not be recoverable. An impairment loss is recognised for the amount by which the
asset's carrying amount exceeds its recoverable amount (which is the higher of the present value
of future cash inflows or value in use). Where an asset that has been revalued is subsequently
impaired, the impairment is first offset against such amount as stands to the credit of that class of
assets in Asset Revaluation Reserve, any excess being recognised as an expense.

As a result of sale agreements signed in July 2017 for Aged Care and Homestead Park, an
impairment has been recognised and these assets have been re-classified as "Held For Sale”.

Payables
Goods & Services

Creditors are amounts due to external parties for the supply of goods and services and are
recognised as liabilities when the goods and services are received. Creditors are normally paid 30
days after the month of invoice. No interest is payable on these amounts.

Payments Received in Advance & Deposits

Amounts received from external parties in advance of service delivery, and security deposits held
against possible damage to Council assets, are recognised as liabilities until the service is
delivered or damage reinstated, or the amount is refunded as the case may be.

Borrowings

Loans are carried at their principal amounts which represent the present value of future cash flows
associated with servicing the debt. Interest is accrued over the period to which it relates, and is
recorded as part of “Payables”.

Employee Benefits
Salaries, Wages & Compensated Absences

Liabilities for employees’ entitlements to salaries, wages and compensated absences expected to
be paid or settled within 12 months of reporting date are accrued at nominal amounts (including
payroll based on cost) measured in accordance with AASB 119.

Liabilities for employee benefits not expected to be paid or settied within 12 months are measured
as the present value of the estimated future cash outflows (including payroll based oncosts) to be
made in respect of services provided by employees up to the reporting date. Present values are
calculated using government guaranteed securities rates with similar maturity terms.

No accrual is made for sick leave as Council experience indicates that, on average, sick leave
taken in each reporting period is less than the entitlement accruing in that period, and this
experience is expected to recur in future reporting periods. Council does not make payment for
untaken sick leave.




PORT AUGUSTA CITY COUNCIL
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2017

9.2

10.0

11.0

12.0

Superannuation

The Council makes employer superannuation contributions in respect of its employees to the
Statewide Superannuation Scheme and to Hesta Super Fund. The Statewide Superannuation
Scheme has two types of membership, each of which is funded differently. No changes in
accounting policy have occurred during either the current or previous reporting periods. Defails of
the accounting policies applied and Council's involvement with the schemes are reported in Note
17.

Construction Contracts

Construction works undertaken by Council for third parties are generally on an agency basis
where the third party reimburses Council for actual costs incurred, and usually do not extend
beyond the reporting period. As there is no profit component, such works are freated as 100%
completed. Reimbursements not received are recognised as receivables and reimbursements
received in advance are recognised as “payments received in advance”.

Leases

Lease arrangements have been accounted for in accordance with Ausfralian Accounting
Standard AASB 117. In respect of operating leases, where the lessor substantially retains all of
the risks and benefits incident to ownership of the leased items, lease payments are charged to
expense over the lease term,

GST Implications

In accordance with UIG Abstract 1031 "Accounting for the Goods & Services Tax
» Receivables and Creditors include GST receivable and payable
+ Except in relation to input taxed activities, revenues and operating expenditures exclude
GST receivable and payabie.
» Non-current assets and capital expenditures include GST net of any recoupment.
+« Amounts included in the Statement of Cash Flows are disclosed on a gross basis.

12
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PORT AUGUSTA CITY COUNCIL
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2017

13.0

New Accounting Standards

Certain new accounting standards and UIG interpretations have been published that are not
mandatory for the 30 June 2017 reporting period and have not been used in preparing these

reports.

AASB 9 Financial instruments

AASB 15 Revenue from Contracis with Customers

AASB 16 Leases

AASB 1057 Application of Australian Accounting Standards

AASE 1058 Income of Not-for-Profif Entities

AASB 2010-7 Amendments to Australian Accounting Standards arising from AASB 9

{December 2010)

AASB 2014-1 Amendments to Australian Accounting Standards

AASB 2014-5 Amendments to Australian Accounting Standards arising from AASB 15

AASB 2014-7 Amendments to Australian Accounting Standards arising from AASB 9

AASB 2014-8 Amendments to Australian Accounting Standards arising from AASB 8

AASB 2015-8 Amendments to Australian Accounting Standards — Effective Date of
AASB 15

AASB 2015-9 Amendments to Australian Accounting Standards — Scope and
Application Paragraphs

AASB 2015-10 Amendmentis to Australian Accounting Standards — Effective Date of
Amendmentis fo AASB 10 and AASB 128

AASB 2016-2 Amendments to Australian Accounting Standards — Disclosure Initiative:
Amendments to AASB 107

AASB 2016-7 Amendments to Australian Accounting Standards — Deferral of AASB 15
for Not-for-Profit Entities

AASB 2016-8 Amendments fo Australian Accounting Standards — Australian
Implementation Guidance for Not-for-Profit Entities

int'n 2010-7 Amendments to Australian Accounting Standards arising from AASE 9
Int'n 2014-1 Amendments fo Australian Accounting Standards
Int'n 2014-7 Amendments to Australian Accounting Standards arising from AASB 8

{Standards not affecting the Port Augusta City Council have been excluded from the above list)

AASB 7 Financial Instruments - Disclosures, AASB 9 Financial Instruments, AASB 15 Revenue
from Contracts with Customers (all commence 1 January 2018) and AASE 16 Leases
(commences 1 January 2019) are considered to be too remote in time to have a potentially
material affect an the interpretation of the 2016/17 financial reports, and omitted on this basis.

Council is of the view that none of the above new standards or interpretations will affect any of
the amounts recognised in the financial statements, but that they may impact certain information
otherwise disclosed.










PORT AUGUSTA CITY COUNCIL

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2017

NOTE 3

INCOME

RATES REVENUES

GENERAL RATES

General Rates

Less Mandatory Rebates

Less Discretionary Rebates, remissions & write
offs

OTHER RATES (INCLUDING SERVICE CHARGES)
Natural Resource Management Lew

Community Waste Water Management Systems
Waste Management Lewy

OTHER CHARGES
Penalties for late payment
Legal & other costs recovered

Notes

2017 2016
$ $

16,146,512 15,846,867
185,637 138,240
801,345 697,531
15,159,530 15,011,096
286,335 240,832
805,486 769,853
1,585,365 1,515,218
2,677,186 2,525,903
137,236 138,540
111,868 123,906
249,104 262,446
18,085,820 17,799,445
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PORT AUGUSTA CITY COUNCIL

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2017

NOTE 3

INCOME (Continued)

STATUTORY CHARGES
Dewelopment Act Fees

Town Planning Fees

Animal Registration Fees & Fines
Parking Fines/expiation fees
Sundry

USER CHARGES

Cemetery Fees

Halls Hire

Sales - General

Rentals

Nursing Home Fees

Childcare Fees

Swimming Pool & Aquatic Centre Fees
Wadlata Interpretive Centre Fees
Other Fees

Sundry

INVESTMENT INCOME

Interest on Investments
Local Govemment Finance Authority
Loans to community groups

REIMBURSEMENTS
For Roadworks
For Private Works
Other

OTHER INCOME
Insurance & other recoupments - infrastructure
Sundry

Noles

2017 2016
$ $

21,626 31,644
52,548 45,737
100,763 75,893
31,290 23,806
14,114 13,356
220,341 190,436
129,008 153,673
3,784 6,498
953,435 968,083
52,995 48,347
2,162,322 2,167,808
477,813 523,006
172,770 181,679
152,290 164,336
911,778 936,810
17,117 17,471
5,033,312 5,167,711
99,255 102,924
3,252 3,852
102,507 106,776
32,654 5,603
7,406 6,676
459,520 488,152
499,580 500,521
1,145,402 1,184,328
601,145 578,308

1,746,547 1,762,636




PORT AUGUSTA CITY COUNCIL
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2017

NOTE 3 INCOME (Continued)

2016

458,000
11,299,330

11,757,330

8,785,991
2,845,430
125,909

2017
Motes $
GRANTS, SUBSIDIES, CONTRIBUTIONS
Amounts received specifically for new or upgraded assets 762,000
Cther grants, subsidies and contributions 14,645,780
15,407,780
The functions to which these grants relate are
shown in Nofe 2.
Sources of granis
Commonwealth government 9,638,279
State government 5,769,501
Other 0
15,407,780

11,757,330

INDIVIDUALLY SIGNIFICANT ITEMS

In June 2017, Council received an advance
payment of 50% of the 2017/2018 Grants 1,510,089
Commission Financial Assistance Grant (FAG).

Conditions over grants & contributions

Grants and conltrib utions which were oblained on the
condition that they be expended for specified
purposes or in a future period, but which are not yet
expended in accordance with those conditions, are as

folfows:

Unexpended at the close of the previous reporting period 81,611

Less: expended during the current period from revenues

recognised in previous reporting periods 81.611
Subtotal ]

Plus: amounis recognised as revenues in this
reporting period but not yet expended in accordance

with the conditions 1,686,502
Subtfotal 1,686,502

Unexpended af the close of this reporting period and held as

restricted assets 1,686,502

Netincrease (decrease}) in restricted assets in the current
reporting period 1,604,891

1,770,024

1,770,024

0

81,611

81,611

81,611

(1,688,413)
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PORT AUGUSTA CITY COUNCIL
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2017

NOTE 4 EXPENSES (cont)

Notes
FINANCE COSTS
Interest on overdraft & short-term borrowings
Interest on Loans

DEPRECIATION, AMORTISATION & IMPAIRMENT
Depreciation

Buildings & Other Structures

Infrastructure

Plant & Eqguipment

Fumniture & Equipment

2017 2016
$ $

3,404 5,502
1,281,924 1,410,339
1,285,328 1,415,841
3,304,797 1,907,093
3,201,843 3,206,509
657,928 381,046
813,210 97,652
7,977,778 5,602,200
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PORT AUGUSTA CITY COUNCIL
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2017

NOTE & CURRENT ASSETS

2017 2016
Notes $ $
CASH & EQUIVALENT ASSETS
Cash on Hand and at Bank 404,171 32,330
Deposits at Call 205,287 3,860,120
609,458 3,892,450
TRADE & OTHER RECEIVABLES
Rates - General & Other 1,107,800 1,249,293
Accrued Revenues 240,606 70,216
Debtors - General 331,799 287,174
Other lewels of Government 236,546 259,096
GST Recoupment 234,862 323,600
Prepayments 17,454 64,226
Loans to community organisations 19,085 18,462
2,188,152 2,272,067
Less: Allowance for Doubtful Debts 305,776 228,099
1,882,376 2,043,968
INVENTORIES
Stores & Malerials 81,062 92,251
Trading Stock 160,231 164,463
241,293 256,714

22
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PORT AUGUSTA CITY COUNCIL
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2017

NOTE 7 NON-CURRENT ASSETS

Notes
ANANCIAL ASSETS
Receivables
Loans to community organisations

TOTAL ANANCIAL ASSETS

Capital Works-in-Progress
Nursing Home Bed Places 20

TOTAL OTHER NON-CURRENT ASSETS

2017 2016
$ $
62,581 81,666
62,581 81,666
- 2,100,000
- 2,100,000

Nursing Home Bed Places have transferred to 'Non-current Assets Held for Sale'.
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PORT AUGUSTA CITY COUNCIL
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2017

NOTE 8 (Cont} INFRASTRUCTURE, PROPERTY, PLANT & EQUIPMENT
Valuation of Assets

At July 2004 upon the transition to AIFRS, Council elected pursuant to AASB 1.19 to retain
previously established deemed cost under GAAP as it deemed cost. With subsequent additions at
cost, this remains as the basis of recognition of non-material asset classes.

The requirements of AASB 13 Fair Value Measurement have been applied to all valuations
undertaken since 1 July 2013,

Fair value hierarchy level 2 valuations

Certain land, and the buildings and structures thereon, are shown above as being based on fair
value hierarchy level 2 valuation inputs. They are based on prices for similar assets in an active
market, with directly or indirectly observable adjustments for specific advantages or disadvantages
attaching to the particular asset.

Fair value hierarchy level 3 valuations of land

Valuations of Crown land, community land and land subject to other restrictions on use or disposal,
shown above as being based on fair value hierarchy level 3 valuation inputs, are based on prices for
similar assets in an active market, but include adjustments for specific advantages or
disadvantages attaching to the particular asset that are not directly or indirectly observable in that
market, or the number and / or amount of observable adjustments of which are so great that the
valuation is more fairly described as being based on level 3 valuation inputs.

Fair value hierarchy level 3 valuations of buildings, infrastructure and other assets

There is no known market for these assets and they are valued at depreciated current replacement
cost. This method involves:

The determination of the cost to construct the asset {or its modern engineering equivalent) using
current prices for materials and labour, the quantities of each being estimated based on recent
experience of this or simitar Councils, or on industry construction guides where these are more
appropriate.

The calculation of the depreciation that would have accumulated since original construction
using current estimates of residual value and useful life under the prime cost depreciation
method adopted by Council.

This method has significant inherent uncertainties, relying on estimates of quantities of materials
and labour, residual values and useful lives, and the possibility of changes in prices for materials
and labour, and the potential for development of more efficient construction techniques.
Accordingly, formal sensitivity analysis does not provide useful information.

Transfers between fair value hierarchy levels
In the course of revaluing all asset classes the nature of the inputs applied was reviewed in detail

for each asset and where necessary, the asset reassigned to the appropriate fair value hierarchy
level. Such transfers take effect as at the date of the revaluation.

25
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PORT AUGUSTA CITY COUNCIL
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2017

Land

Land assets were valued by Maloney Field Services as at 30 June 2016.

Council being of the opinion that it is not possible to attribute a value sufficiently reliably to qualify for
recognition, land under roads has not been recognised in these reports. Land acquired for road
purposes during the year is initially recognised at cost, but transferred to fair value at reporting date,
effectively writing off the expenditure.

Pursuant to Council’s election, freehold land and land over which Council has control, but does not
have title, is recognised on the cost basis. No capitalisation threshold is applied to the acquisition of
land or interests in land.

Estimated future costs of reinstatement of land, capitalised in accordance with AASB 116.16(c) are
reviewed annually (see Note 1) and depreciated over the estimated remaining life of the relevant
asset.

Buildings & Other Structures

Buildings & Other Structures were valued by Maloney Field Services as at 30 June 20186.

Infrastructure

Community waste water management systems were valued by Tonkins Consuiting as at 1 July
2015. Stormwater drainage and road infrastructure assets were valued by Tonking Consulting as at
30 June 2016.

Plant & Equipment

Plant & Equipment were valued by Maloney Field Services as at 30 June 2016,

Furniture & Fittings

Furniture & Fittings were valued by Maloney Field Services as at 30 June 20186,

26
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PORT AUGUSTA CITY COUNCIL

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2017

NOTE 9 LIABILITIES

2017 2017 2016 2016
Current Non-Current Current Non-Current
Notes $ $ $ $
TRADE & OTHER PAYABLES
Goods & Services 1,980,611 2,260,088
Payments received in advance 40,426 8,821
Accrued expenses - other 1,151,725 1,140,381
Aged Care Facility Deposits - 3,605,524
3,172,762 - 7,014,814 -
Amounts included in trade & other
payables that are not expected to be
settled within 12 months of the reporting 2,632,000
BORROWINGS
Bank Overdraft - 6,650
Friends of the Arid Lands Botanic Garden 23,797 - 29,037 23,797
Loans - LGFA 3,084,283 23,717,316 3,133,066 27,921,561
3,108,090 23,717,316 3,168,753 27,945,358
All interest bearing liabilities are secured aver the fulure revenues of the Council.
PROVISIONS
Provision for Annual Leave 1,067,923 1,452,274
Provision for Long Senvice Leave 1,275,738 88,839 1,525,288 94,313
2,343,661 88,839 2,977,562 94,313
Amounts included in provisions that are
not expected to be settled within 12
months of the reporting date. 1,313,988 1,811,602
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PORT AUGUSTA CITY COUNCIL

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 3( JUNE 2017

NOTE 12 FINANCIAL INSTRUMENTS

Recognised Financial Instruments
Bank, Deposits at Call, Short Term
Deposits

Receivables - Rates & Associated
Charges (including legals & penalties for
late payment)

Receivables - Fees & other charges

Receivables - other levels of
government

Receivables - Retirement Home
Contributions

Liabilities - Creditors and Accruais

Liabilities - Relirement Home
Contributions

Liabilities - Interest Bearing Loans

Liabilities - Finance Leases

Accounting Policy: Carried at lower of cost and net realisable value; Interest is recognised
w hen earned.

Terms & conditions: Deposits are returning fixed interest rates of 2.0% (2016: betw een 2.15%
and 2.40%) and variable interest rates of 1.5% (2016: 1.75%).

Carrying am ount: approximates fair value due to the short term to maturity.

Accounting Policy: Carried at nominal values less any allowance for doubtful debts. An
allow ance for doubtful debts is recognised (and re-assessed annually) w hen collection in full is
no konger probabte.

Terms & conditions: Receivables for rates and annual charges are secured over the subject
land, and bear interest at rates determined in accordance with the Local Government Act 1999.
Carrying amount: approximates fair value (after deduction of any allow ance}.

Accounting Policy: Carried at nominal values less any aflowance for doubtful debts. An
allow ance for doubtful debts is recognised {and re-assessed annually} when collection in full is
no longer probable.

Terms & conditions: Unsecured, and do not bear interest. Although Council is not materially
exposed to any individual debtor, credit risk exposure is concentrated within the Council's
boundaries.

Carrying amount: approximates fair value {after deduction of any allow ance).

Accounting Policy: Carried at nominal value,

Terms & conditions: Amounts due have been calculated in accordance wilh the terms and
conditions of the respective programs follow ing advice of approvals, and do not bear interest. All
amounts are due by Departments and Agencies of the Governments of the Commonw eaith &
State.

Carrying amount: approximates fair value.

Accounting Policy: Carried at nominal values less any allowance for doubtful debts. An
allow ance for doubtful debis is recognised (and re-assessed annually} w hen collection in fult is
no longer probable.

Terms & conditions: Amounts due have been calculated in accordance with the terms and
conditions of the respective legisiation.

Carrying amount; approximates fair value (after deduction of any allow ance}.

Accounting Policy: Liabilities are recognised for amounts to be paid in the future for goods and
services received, w hether or not billed to the Council.

Terms & conditions: Liabilities are normally settled on 30 day terms.

Carrying amount: approximates fair value.

Accounting Policy: To avoid inconvenience when complying with the separate audit
requirements imposed by the relevant legistation, amounts are carried at nominal values.

Terms & conditions: Pursuant to Commonw ealth legislation cerlain intending residents are
required to contribute amounis on an interest free basis. The amounis are subject fo certain
deductions as prescribed by the legislation, the balance being repaid on lermination of tenancy.

Carrying amount: approximates fair vaiue for short tenancies; may be non-materially over-
stated for longer tenancies,

Accounting Policy: Carried at the principal ameunts. Interest is charged as an expense as if
accrues.

Terms & conditions: secured over future revenues, loans are repayable by equal 8 monthly
instalments of principal & interest; interest is charged at fixed rates between 4.25% and 7.48%
(2016: 4.25% and 7.48%)

Carrying amount: approximates fair value.

Accounting Policy: accounted for in accordance with AASB 117.
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PORT AUGUSTA CITY COUNCIL
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2017

NOTE 12 FINANCIAL INSTRUMENTS (Continued)

Liquidity Analysis

Due Due Due Total Carrying
2017 <1 year > 1 year > 5§ years Contractual Values
> 5 years Cash Flows
Financial Assets 5 5 $ 5 $
Cash & Equivalents 609,458 609,458 609,458
Receivables 539,714 539,714 539,714
Total 1,149,172 - - 1,149,172 1,149,172
Financial Liabilities
Payables 1,980,611 1,980,611 1,980,611
NHA Bonds - - -
Borrow ings 3,750,369 11,973,439 27959073 43,682,881 43,682,881
Total 5,730,980 11973439 27,959,073 45683,492 45663492
2016 Due Due Due Total Carrying
<1 year >1year > & years Contractual Values
> 5 years Cash Flows
Financial Assets 5 5 5 H H]
Cash & Equivalents 3,892,450 3,892,450 3,892 450
Receivables 471,075 471,075 471,075
Total 4,363,525 - - 4,363,525 4,363,525
Financial Liabllities
Payables 2,280,088 2,280,088 2,260,088
NHA Bonds 3,605,524 3,605,524 3,605,524
Borrow ings 3,961,141 12,669,912 34,668,843 51,299,896 51,299,898
Total 9,833,403 12669912 34668843 57172,158 57,172,158

The following interest rates were applicable to Council’s borrowings at balance day.

30 June 2017 30 June 2016
Weighted Carrying Weighted Carnving
Average Value Average Value
Interest Rate Interest Rate
% %
Overdraft - 6,650
QOther Variable Rates 375 12,601,675 4.00 13,721,628
Fixed Interest Rates 508 31,081,206 5.50 37,578,268
43,682 881 51,306,546

NET FAIR VALUE

All camying values approximate fair value for ali recognised financial instruments. With the exception of

imestments, there is no recognised market for the financial assets of the Council.

RISK EXPOSURES

Credit risk represents the loss that would be recognised if counterparties fail to perform as contracted. The
maximum credit risk on financial assets of the Councit is the carrying amount, net of any allowance for doubtful

debts. All Council investments are made with the SA Local Govemment Finance Authority and are guaranteed by
the SA Gowemment. Except as detailed in Notes 5 & 6 in relation to individual classes of receivables, exposure is
concentrated within the Council's boundaries, and there is no material exposure to any individual debtor.

Market Risk is the risk that fair value of financial assets will fluctuate as a result of changes in market prices. All
of Council's financial assets are denominated in Australian dollars and are not traded on any market; and hence
neither market risk or currency risk apply

Liquidity Risk is the risk that Council will encounter difficulty in meeting obligations with financial {iabifities. In
accordance with the model Treasury Policy (LGA Information Paper 15), liabilities have a range of maturity dates
based on cash inflows. Council also has available a range of bank overdraft and short-term draw down facilities
that it can access.

Interest Rate Risk is the risk that fuiure cash flows will fluctuate because of changes in market interest rates.
Council has a balance of both fixed and variable interest rate borrowings and investments. Cash flow fluctuations
are managed holistically in seeking to minimise interest costs over the longer term in a risk averse manner,




PORT AUGUSTA CITY COUNCIL
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2017

Note 13 COMMITMENTS FOR EXPENDITURE

2017 2016
Notes $ $
Other Expenditure Commitments
Other expenditure committed for {excluding inventories)
at the reporting date but not recognised in the financial
statements as liabilities:
Audit Senices 89,100 110,000
Waste Collection Contract 1,011,738 1,011,738
Refuse Resene Contract 2,065,548 2,748,452
Parks & Gardens Contract 99,698 403,128
Cleaning Senices 16,653 150,742
Catering Senices - 234,000
Security Senices 461,720 814,628
3,744,457 5,472,688
These expenditures are payable;
Less than one year 1,985,790 2,639,239
Not later than & years 1,758,667 2,833,449
3,744,457 5,472,688
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PORT AUGUSTA CITY COUNCIL
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2017

NOTE 16 OPERATING LEASES

Leases providing revenue to the Council

Council owns various buildings, plant and other facilities that are
available for hire or [ease {on a non-cancellable basis wherever
practicable) in accordance with the published revenue policy. Rentals
received from such leases are disclosed as rent and hire of non-
investment property in Note 3.

Lease payment commitments of Council

Council has entered into non-cancellable operating leases for various
items of computer equipment. No contingent rentals were paid during
the current or preMous reporting periods.

No lease imposes any additional restrictions on Council in relation to
additional debt or further leasing.

Leases in refation to computer and office equipment pemit Council, at
expiry of the lease, to elect to re-lease, retum or acquire the equipment
leased.

No lease contains any escalation clause.

Commitments under non-cancellable operating leases that have not
been recognised in the financial statements are as follows: No
contingent rentals were paid during the current or previous reporting

periods.
2017 2016
$ $
Not later than cne year 300,819 333,609
Later than one year and not later than 5 years 544,687 244,022

845,506 577,631




PORT AUGUSTA CITY COUNCIL
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2017

NOTE 17 SUPERANNUATION

The Council makes employer superannuation contributions in respect of its employees to the Statewide
Superannuation Scheme and to HESTA. The Statewide Superannuation has two types of membership,
each of which is funded differently. Permanent and contract employees of the South Australian Local
Government sector have the option to contribute to Marketlink and/or Salarylink. All other employees
{(including casuals) have all contributions allocated to Marketlink.

Marketlink (Accumulation Fund) Members

Marketlink receives both employer and empioyee contributions on a progressive basis. Employer
contributions are based on a fixed percentage of employee earnings in accordance with superannuation
guarantee legisfation {9.50% in 2016/17; 9.50% in 2015/16). No further liability accrues to the Council as
the superannuation benefits accruing to employees are represented by their share of the net assets of the
Fund.

Salarylink {Defined Benefit} Members

Salarylink is a defined benefit scheme where the benefit payable is based on a formula determined by the
member's contribution rate, number of years and level of contribution and final average salary. Council
makes employer contributions to Salarylink as determined by the Scheme’'s Trustee based on advice from
the Scheme's Actuary. The rate is currently 6.3% (6.3% in 2015/16) of “superannuation” salary.

Given that Employer contributions are based on a fixed percentage of employee earnings in accordance
with superannuation guarantee legislation, the remaining 3% for Salarylink members is allocated to their
Marketlink account. Employees also make member contributions to the Fund. As such, assets accumulate
in the Fund to meet the member's benefits, as defined in the Trust Deed, as they accrue.

The Salarylink Plan is a multi-employer sponsored plan. As the Fund's assets and liabilities are pooled
and are not allocated by employer, and employees may transfer to another employee within the local
government sector and retain membership of the Fund, the Actuary is unable to allocate benefit liabilities,
assets and costs between employers. As provided by AASB 116.32(b}, Council does not use defined
benefit accounting for these contributions.

The most recent full actuarial investigation was conducted by the Fund’s actuary, A.C. Miller, FIAA, of
Russell Employee Benefits Pty Ltd as at 30 June 2014. The Trustee has determined that the current
funding arrangements are adequate for the expected Salarylink liabilities. However, future financial and
economic circumstances may require changes to Council’s contribution rates at some future time.

Contributions to other schemes

Council also makes contributions to other Superannuation Schemes selected by employees under the
“"choice of fund” legislation. All such schemes are of the accumulation type, where the superannuation
benefits accruing to the employees are represented by their share of net assets of the scheme, and no
further liability attaches to the Council.







PORT AUGUSTA CITY COUNCIL

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2017

NOTE 18 SEGMENT REPORTING CONTINUED

REVENUE $ EXPENSES $
Government Subsidies 6,516,073  Wages & Superannuation - Care 4,563,000
Resident Charges 2,261,030  Wages & Superannuation - Admin 386,183
Capital Grants 0  Wages & Superannuation - Other 876,001
Bond Retentions / Draw Downs 74,526 Management Fees 365,285
interest Income 52,546 Depreciation & Amortisation 653,247
Donations & Contributions 22,926 Interest 55,069
Other Operating Revenue 75,124

Building Repairs & Maintenance 158,183
TOTAL OPERATING REVENUE 9,002,225 Insurance 331,527

Motor Vehicles 17,128

Utilities 222,518

Other Expenses 2,195,349

TOTAL EXPENSES 9,823,488
SEGMENT RESULT SURPLUS(DEFICIT) (821,263)
SEGMENT ASSETS 3 SEGMENT LIABILITIES $
Current Assets Current Liabilities
Investment 0 Borrowings 202,625
Trade Receivables 172,617 Trade Payables 286,085
Other Current Assets 0 Employee Provisions 0
Non-current Assets Held for Sale 8,579,766 Accommodation Bonds 0

Other Current Liabilities 208,224

Liabilities Associated with Non-current

Assets Held for Sale 4,267,949
TOTAL CURRENT ASSETS 8,752,383 TOTAL CURRENT LIABILITIES 4,964,863
Property, Plant & Equipment 0 Loans 385,706
Intangibles 0 Employee Provisions 0
Other Non-Current Assets 0 Accommodation Bonds 0
TOTAL NON-CURRENT ASSETS 0 TOTAL LIABILITIES 385,706
SEGMENT TOTAL ASSETS 8,752,383  SEGMENT TOTAL LIABILITIES 5,350,569
SEGMENT NET ASSETS 3,401,814
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PORT AUGUSTA CITY COUNCIL
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2017

NOTE 19 CONTINGENCIES & ASSETS & LIABILITIES NOT RECOGNISED IN THE STATEMENT
OF FINANCIAL POSITION

The following assets and liabilities do not qualify for recognition in the Statement of Financial
Position but knowtedge of those items is considered relevant to user of the financial report in
making and evaluating decisions about the allocation of scarce resources.

1. LAND UNDER ROADS

As reported elsewhere in these Statements, Council is of the opinion that it is not possible
to attribute a value sufficiently reliably for these assets to qualify for recognition, and
accordingly land under roads has not been recognised in these reports. Land acquired
for road purposes during the year is initially recognised at cost, but transferred to fair
value at reporting date, effectively writing off the expenditure.

At reporting date, Council controlled 410km of road reserves of average width 20 metres.

2. POTENTIAL INSURANCE LOSSES

Council is a multi-purpose organisation providing a large range of building, parks
infrastructure, playgrounds and other facilities accessible to the public. At anytime, it is
likely that claims will have been made against Council that remain unsettled.

Council insures against all known insurable risks using a range of insurance policies,
each of which is subject to a deductible "insurance excess", the amount of which varies
according to the class of insurance.

Council has recognised the potential losses arising from claims known at reporting date
based on average historical net cost (including insurance excess) of similar types of
claims. Other potential claims not reported to Council may have existed at reporting date.
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PORT AUGUSTA CITY COUNCIL
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2017

NOTE 20

CURRENT ASSETS HELD FOR SALE & DISCONTINUED OPERATIONS

Sale of Aged Care Facilities

Port Augusta Council has signed asset sale agreements for Nemritda Nursing Home and
AM Ramsay Village including ‘Homestead Park’ land in July 2017, with an anticipated
settlement date of 1 November 2017

The Purchaser is Edenfield Family Care, a family owned organisaticn that has an
excellent reputation for quality care in Adelaide’s northern suburbs and pride themselves
on being dedicated to aged care.

Original caveats have been met through clauses within sale agreements. All staff will be
offered employment with Edenfield Family Care, including a transfer of leave liahilities.
Residents will not be impacted and existing Resident Agreements will transfer across to
Edenfield Family Care.

Financial Performance

2017 2016
$ $

Revenue 9,002,225 8,603,610
Expenses (excluding depreciation) 9,170,241 8,923,276

Depreciation expense 653,247 461,150
Operating Resuit of discontinued operations {821,263) {780,816)
Carrying Amount of Assets and Liabilities

Cash 3,504,766 3,652,475

Intangible Assets 834,783 2,100,000

Infrastructure, property, plant and equipment 4,240,217 9,936,297
Total Assets 8,679,766 15,688,772

Accomaodation Bonds 3,503,066 3,605,525

Current Employee Entitlements 730,218 604,351

Non-current Employee Entitlements 34,665 23,502
Total Liabilities 4,267,949 4,233,378
Net Assets 4,311,817 11,455,394

As the carrying amount exceeds the consideration expected to be received, infrastructure
assets have been recognised at fair value less cost to sell. Council incurred an impairment
loss of $7,837,356 in relation to this transfer.

This disposal group was prevously classified as part of Residential Aged Care Facilities
{RACF's} in Note 18.
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PORT AUGUSTA CITY COUNCIL
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2017

NOTE 21

RELATED PARTY DISCLOSURES

The Key Management Personnel of the Council include the Mayor, Councillors, CEQ and
certain prescribed officers under section 112 of the Local Government Act 1999,

In all, 20 persons were paid the following total compensation:

2017
Salaries, allowances & other short term benefits $ 1,549,037
Post-employment benefits § -
Long term benefits $ 23,088
Termination benefits $ -
TOTAL $ 1,672,125

Amounts paid as direct reimbursement of expenses incurred on behalf of Council have not
been included above.

Other than amounts paid as ratepayers or residents {(eg rates, swimming pool entry fees
etc), Council received the following amounts in total:

2017
Contributions for fringe benefits tax purposes $ 155
Planning & building application fees S 536
Rentals for Council property 3 -
TOTAL $ 691

Key management personnel or close family members (including related parties) lodged a
total of two planning and building applications during the year. In accordance with the Local
Government Act 1999, these persons took no part in the assessment or approval
processes for these applications.

Five close family members of the key management personnel are employed by Council in
accordance with the terms of the Award, and as recorded in the public Register of Salaries
maintained in accordance with section 105 of the Local Government Act 1999.

The Mayor and an Elected Members close family member both hold positions on the
management committee of an organisation with total purchases amounting to $3.7k. The
Auxillary group of this organisation also received a community grant of $2k.

Two Elected Members are members of the management committee for an organisation
which received a rate rebate of $1.3k

An Elected Member has a close family member who is involved in a business, with total
purchases amounting to $4.7k

An Elected Member is involved in a business with total purchases amounting to $57.0k

An Elected Member is a member of the management committee for an organisation which
received a contribution of $1.0k for an event.

An employee is a member of the management committee for an organisation which paid
council $94.4k.

In accordance with the Local Government Act 1999, these persons declare a conflict of
interest and leave the meeting environs when any matter affecting the organisation is
discussed or voted upon.
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