

















Cherbourg Aboriginal Shire Council

Notes to the financial statements
For the year ended 30 June 2014

1

1.A

1.B

1.C

1.D

1E

1.F

Significant accounting policies
Basis of preparation

These general purpose financial statements for the period 1 July 2013 to 30 June 2014 have been prepared in accordance with
all Australian Accounting Standards, Australian Accounting Interpretations and other pronouncements issued by the Australian
Accounting Standards Board. They also comply with the requirements of the Local Government Act 2009 and the Locaf
Government Regulation 2012,

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

Statement of compliance

These general purpose financial statements comply with all accounting standards and interpretations issued by the Australian
Accounting Standards Board {AASE) that are relevant to Council's operations and effective for the current reporting period.
Because the Council is a not-for-profit entity and the Australian Accounting Standards include requirements for not-for-profit
entities which are inconsistent with International Financial Reporting Standards (IFRS), to the extent these inconsistencies are
applied, these financial statements do not comply with IFRS. The main impacts are the offsetting of revaluation and impairment
gains and losses within a class of assets, and the timing of the recognition of nen-reciprocal grant revenue.

Constitution

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

Date of authorisation

The financial statements were authorised for issue on the date they were submitted to the Auditor-General for final signature.
This is the date the management certificate is signed.

Currency

The Council uses the Australian dollar as its functional currency and its presentation cusrency.
Adoption of new and revised Accounting Standards

In the current year, Council adopted all of the new and revised Standards and Interpretations issued by the Australian
Accounting Standards Board (AASB) that are relevant to its operations and effective for the current reporting period. The
adoption of the new and revised Standards and Interpretations has not resulted in any material changes to Council's accounting
policies. However the application of AASB 13 Fair Value Measurement and AASB 2011-8 Amendements to Australian
Accounting Standards arising from AASE 13 for the first time this year has resulted in greater disclosures.
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Cherbourg Aboriginal Shire Council

Notes to the financial statements
For the year ended 30 June 2014

1.F

Adoption of new and revised Accounting Standards (cont)

At the date of authorisation of the financial statements, the Standards and Interpretations listed below were in issue but not yet

effective.

AASB 9 Financiaf Instruments (December 2009)
AASB 10 Consolidated Financial Statements

AASE 11 Joint Arrangements

AASB 1055 Budgetary Reporting

2008-11 Amendments to Australian Accounting Standards arising from AASB 9 (December 2009)
AASB 2010-7 Amendments to Australian Accounting Standards arising from AASB 9 (December
2010)

AASB 2012-3 Amendments to Australian Accounting Standards — Offsetting Financial Assets and
Financial Liabilities

AASB 12 Disclosure of interest in other entities

AASB 2013-3 Amendements to AASB 136- Recoverable Amount Disclosures for Non Financial
Assets

AASB 2013-1 Amendments to AASB 1049 - Relocation of Budgetary Reporting Requirements

Effective for annual
report periods
beginning on are after:

1 January 2117

1 January 2014

1 January 2014
1 Juiy 2014

1 January 2015

1 January 2015

1 January 2014

1 January 2014
1 January 2014

1 July 2014

The reporied results and position of the council will not change on adoption of the other pronouncements as they do not result in
any changes to the council’s existing accounting policies. Adoption will, however, result in changes to information currently
disclosed in the financial statements. The council does not intend to adopt any of these pronouncements before their effective

dates.
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Cherbourg Aboriginal Shire Council

Notes to the financial statements
For the year ended 30 June 2014

1.G

1.H

Critical accounting judgements and key sources of estimation uncertainty

In the application of Council's accounting policies, management is required to make judgements, estimates and assumptions
about carrying values of assets and liabilities that are not readily apparent from other sources, The estimates and associated
assumptions are based on historical experience and other factors that are considered to be relevant. Actual results may differ
from these estimates. The estimates and ongoing assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised and in future periods as relevant.

Judgements, estimates and assumptions that have a potential significant effect are outlined in the following financial statement
notes:

Valuation and depreciation of property, plant and equipment - Note 1.N and Note 14

Impairment of property, plant and equipment - Note 1.P and Note 10

Provisions - Note 1.5 and Note 17

Contingencies - Note 22

Impairment of trade and other receivables- Note 1.K, Note 12 and Note 27

Valuation of biological assets - Note 1.0 and Note 15

Revenue

Rents, levies, grants and other revenue are recognised as revenue on receipt of funds or earlier upon unconditional entitlement
to the funds.

Fees and charges
Fees and charges are recognised on delivery of the associated service.

Grants and subsidies
Crants, subsidies and contributions that are non-reciprocal in nature are recognised as revenue in the year in which Council
obtains control over them. An equivalent amount is recognise as a restriction over cash balances until the funds are expended,

Where grants are received that are reciprocal in nature, revenue is recognised over the term of the funding arrangements.
Councif does not currently have any reciprocal grants.

Non-cash contributions
Non-cash contributions with a value in excess of the recognition thresholds, are recognised as revenue and as non-current
assets at the fair value of the contribution received. Non-cash contributions below the thresholds are recorded as revenue and

CXpENnses.

Rental income
Rental revenue from property is recognised as income on a periodic straight line basis over the lease term or when Council has

entitlement to invoice for services provided.

Sales Revenue
Contract revenue is recognised at the agreed contract price due at the time of sale or service dellvery, Sales revenue is further
classified into capital revenue for major upgrades and recurrent revenue for minor repairs and maintenance work.

Interest and dividends
Interest received from term deposits is accrued over the term of the investment.
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Cherbourg Aboriginal Shire Council

Notes to the financial statements
For the year ended 30 June 2014

1.1

1.

1.K

Financial assets and financial liabilities

Council recognises a financial asset or a financial fiability in its Statement of Financial Positicn when, and only when, Council
becomes a party to the contraciual provisions of the instrument.

Cherbourg Aboriginal Shire Council has categorised and measured the financial assets and financial liabilities held at balance
date as follows:

Financial assets

Cash and cash equivalents (Note 1.J)

Receivables - measured at amortised cost (Note 1.K)
Financial liabilities

Payables - measured at amortised cost (Note 1.R)

Financial assets and financial liabilities are presented separately from each other and offsetting has not been applied.

The fair value of financial instruments is determined as follows:

The fair value of cash and cash equivalents and non-interest bearing menetary financial assets and financiat liabilities
approximate their carrying amounts and are not disclosed separately.

The fair value of borrowings is determined by reference to published price guotations in an active market and/or by reference to
pricing models and valuation techniques. It reflects the value of the debt if the Council repaid it in full at balance date. Asitis
the intention of the Council to hold its borrowings for their full term, no adjustment provision is made in these accounts.

The fair value of trade receivables approximates the amortised cost less any impairment. The fair value of payables
approximates the amortised cost.

Cherbourg Aboriginal Shire Council does not recognise any financial assets or financial liabilities at fair value in the Statement of
Financial Position.

All ether disclosures relating to the measurement and financial risk management of financial instruments are included in Note
27.

Cash and cash equivalents

Cash and cash equivalents includes cash on hand, all cash and cheques receipted but not banked at the year end, deposits
held at call with financial institutions, other short-term, highly liguid investments with original maturities of three maonths or less
that are readily convertible to known amounts of cash and which are subject to an insignificant risk of changes in value, and

bank overdrafts.

Receivables

Trade receivables are recognised at the amounts due at the time of sale or service delivery i.e. the agreed purchase price /
contract price. Settlement of these amounts is required within 30 days from invoice date.

The collectability of receivables is assessed periodically and if there is objective evidence that Council will not be able to collect
all amounts due, the carrying amount is reduced for impairment. The loss is recognised in finance costs. The amount of the
impairment is the difference between the asset's carrying amount and the present value of the estimated cash flows discounted

at the effective interest rate.

All known bad debts were written-off at 30 June 2014. Subsequent recoveries of amounts previously written off in the same
period are recognised as finance costs in the Statement of Comprehensive Income. If an amount is recovered in a subsequent
period it is recognised as revenue.
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Cherbourg Aboriginal Shire Council

Notes to the financial statements
For the year ended 30 June 2014

1.L

1.M

1.N

Inventories

Stores and raw materials are valued at the lower of cost and net realisable value and include, where applicable, direct material,
direct labour and an appropriate portion of variable and fixed overheads. Costs are assigned on the basis of weighted average
cost.

Inventories held for distribution are:

- goods to be supplied at no or nominal, charge, and

- goods to be used for the provision of services at ne or nominal, charge.

These goods are valued at cost, adjusted, when applicable, for any loss of service potential.

Investments

Term deposits with original maturify dates in excess of three months are reported as investments, while deposits with original
maturity dates of less than three months are reported as cash equivalents. At 30 June 2014 Council did not have any
investments.

Property, plant and equipment

Each class of property, plant and equipment is stated at cost or fair value less, where applicable, any accumulated depreciation
and accumulated impairment loss. Iterns of plant and equipment with a total value of less than $10,000, and infrastructure
assets and buildings with a total value of less than $10,000 are freated as an expense in the year of acquisition. All other items
of property, plant and equipment are capitalised.

The classes of property, plant and equipment recognised by the Council are:
Land

Buildings

Houses

Moteor Vehicles

Plant and equipment

Fumiture and fittings
Infrastructure - Roads & Bridges
Infrastructure - Water
Infrastructure - Sewerage
Infrastructure - Other Structures
Work in progress

Acquisition of assets
Acquisitions of assets are initially recorded at cost. Cost is determined as the fair value of the assets given as consideration

plus costs incidental to the acquisition, including freight in, architect's fees and engineering design fees and all other
establishment costs.

Property, ptant and equipment received in the form of contributions, are recognised as assets and revenues at fair value by
Councif valuation where that value exceeds the recognition thresholds for the respective asset class. Fair value is the price that
would be received to sell the asset in an orderly transaction between market participants at the measurement date.

Capital and operating expenditure

Wage and materials expenditure incurred for the acquisition or construction of assets are treated as capital expenditure.
Routine operating maintenance, repair costs and minor renewals to maintain the operational capacity of the non-current asset is
expensed as incurred, while expenditure that relates to replacement of a major component of an asset to maintain its service
potential is capitalised. All the major upgrades and maintenance for the houses are treated as operating expenditure.
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Cherbourg Aboriginal Shire Council

Notes to the financial statements
For the year ended 30 June 2014

1N

Property, plant and equipment {cont)

Valuation
Land, buildings, houses, major plant and equipment including motor vehicles and all infrastructure assets are measured at fair
value under the the revaluation model, in accordance with AASB116 Property, Plant and Equipment. Other plant and

equipment is measured at cost.

Non-current physical assets measured at fair value are revalued, where required, so that the carrying amount of each class of
asset does not materially differ from its fair value at the reporting date. This is achieved by comprehensively revaluing these
assets at least once every five years, with interim valuations using a suitable index being otherwise performed on an annual
basis where there has been a material variation in the index.

Any revaluation increment arising on the revaluation of an asset is credited to the appropriate class of the asset revaluation
surplus, except to the extent it reverses a revaluation decrement for the class previously recognised as an expense. A decrease
in the carrying amount an revaluation is charged as an expense to the extent it exceeds the balance, if any, in the revaluation
surplus of that asset class.

On revaluation, accumulated depreciation is restated proportionately with the change in the carrying amount of the asset and
any change in the estimate of remaining useful life,

Separately identified components of assets are measured on the same basis as the assets to which they relate.

Details of valuers and methods of valuations are disclosed in Note 14.

Capital work in progress
The cost of property, plant and equipment being constructed by the Council includes the cost of purchased services, materials,

direct labour and an appropriate proportion of [abour overheads.

Depreciation
Land is not depreciated as it has an unlimited useful life. Depreciation on other property, plant and equipment is calculated on a

straight-line basis so as te write-off the net cost or revalued amount of each depreciable asset, less its estimated residual value,
progressively over its estimated useful life to the Council.

Assets are depreciated from the date of acquisition or, in respect of internally constructed assets, from the time an asset is
completed and commissicned ready for use.

Where assets have separately identifiable components that are subject {o regular replacement, these components are assigned
useful lives distinct from the asset to which they relate. Any expenditure that increases the originally assessed capacity or
service potential of an asset is capitalised and the new depreciable amount is depreciated over the remaining useful life of the

asset to the Council.

Major spares purchased specifically for particular assets that are above the asset recognition threshold are capitalised and
depreciated on the same basis as the asset to which they relate.

The estimated useful lives of property, plant and equipmeni are reviewed annually. Details of the range of useful lives for each
class of asset are shown in Note 14.

Deed of Grant in Trust Land

The Council is located on land assigned to it under a Deed of Grant in Trust (DOGIT) under Section 334 of the Land Act 1962,
It comprises an area of approximately 3,130 hectares.

The land is administered by the Depariment of the Environment and Resource Management and the Council has resfricted use
of this land for the benefit of shire inhabitants. The DOGIT land has not been taken up in the Council's assets as it cannot be
reliably measured.
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Cherbourg Aboriginal Shire Council

Notes to the financial statements
For the year ended 30 June 2014

1.0

1.P

1.Q

1.R

Biological assets

The Council has a beef livestock operation. These assets are valued at market value at reporting date. In view of the immaterial
nature of this operation the accounting principles under AASE 141 related to biological assets have not been applied. The costs
incurred in this operation are included in Council's general operations as they are incurred.

Impairment of non-current assets

Each non-current physical and intangible asset and group of assets is assessed for indicators of impairment annually. If an
indicator of possible impairment exists, the Council determines the asset's recoverable amount. Any amount by which the
asset's carrying amount exceeds the recoverable amount is recorded as an impairment loss. The recoverable amount of an
asset is the higher of its fair value less costs to sell and its value in use.

An impairment loss is recognised as an expense in the Statement of Comprehensive Income, unless the asset is carried at a
revalued amount. When the asset is measured at a revalued amount, the impairment loss is offset against the asset revaluation
surplus of the relevant class to the extent available.

Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to the revised estimate of its
recoverable amount, but so that the increased carrying amount does not exceed the carrying amount that would have been
determined had nc impairment loss been recognised for the asset in prior years. A reversai of an impairment loss is recognised
as income unless the asset is carried at a revalued amount, in which case the reversal of the impairment loss is treated as a

revaluation surplus increase.

Leases

Leases of plant and equipment under which the Council as [essee assumes substantially all the risks and benefits incidental to
the ownership of the asset, but not the legal ownership, are classified as finance leases. Other leases, where substantially all
the risks and benefits remain with the lessor, are classified as operating leases.

Operating leases
Payments made under operating leases are expensed in equal instalments over the accounting periods covered by the lease

term, except where an alternative basis is more representative of the pattern of benefits to be derived from the leased property.

Payables

Trade creditors are recognised upon receipt of the goods or services ordered and are measured at the agreed purchase/contract
price net of applicable discounts other than contingent discounts, Amounts owing are unsecured and are generally settled on 30

day terms.
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Cherbourg Aboriginal Shire Council

Notes to the financial statements
For the year ended 30 June 2014

1.5

1.T

Liabilities - employee benefits

Liabilities are recognised for employee benefits such as wages and salaries, annual leave and leng service leave in respect of
services provided by the employees up to the reporting date. Liabilities for employee benefits are assessed at each reporting
date. Where it is not expected that the leave will be paid in the next twelve months the liability is discounted to its present value.
If council has an unconditional right to defer settlement of leave liabilities beyond twelve months the liability is treated as non-
current, all other leave liabilities are treated as current liabilities. Otherwise the liability is treated as non-current.

Salaries and wages
A liability for salaries and wages is recognised and measured as the amount unpaid at the reporting date at current pay rates in

respect of employees' services up to that date. This liability represents an accrued expense and is reperted in Note 16 as a
payable.

Annual leave
A liability for annual leave is recognised. The portion expected to be paid within twelve months is calculated on current wage

and salary levels and includes related employee on-costs. The portion not expected to be paid out within the next twelve month
is calculated on projected future wage and salary levels and related employee on-costs, discounted to present values. This
liability represents an accrued expense and is reported in Note 16 as a payable. As council does not have an unconditional right
to defer settlement of the obligation beyond twelve months, all annua! leave liabilities are classified as current,

Sick leave
Sick leave taken in the future will be met by future entitiements and hence no recognition of sick leave has been made in these

financial statements.

Superannuation
The superannuation expense for the reporting period is the amount of the contribution the Council makes te the superannuation

plan which provides benefits to its employees. Details of those amangements are set out in Note 23.

Long service leave
A liability for long service leave is measured as the present value of the estimated future cash outflows to be made in respect of

services provided by employees up to the reporting date. The value of the liability is calculated using current pay rates and
projected future increases in those rates and includes related employee on-costs. The estimates are adjusted for the probability
of the employee remaining in the Council's employment or other associated employment which would result in the Council being
required to meet the liability. Adjustments are then made to allow for the proportion of the benefit earned to date, and the result
is discounted to present value. The interest rates attaching to Commonwealth Government guaranteed securities at the
reporting date are used to discount the estimated future cash outflows to their present value. This liability is reported in Note 17
as a provision.

Asset revaluation surplus
The asset revaluation surplus comprises adjustments relating to changes in value of property, plant and equipment that do not

result from the use of those assets. Netincremental changes in the carrying value of classes of non-current assets since their
initial recognition are accumulated in the asset revaluation surplus.

Increases and decreases on revaluation are offset within a class of assets.

Where a class of assets is decreased on revaiuation, that decrease is offset first against the amount remaining in the asset
revaluation surplus in respect of that class. Any excess is treated as an expense.

When an asset is disposed of, the amount reported in surplus in respect of that asset is retained in the asset revaluation surplus
and not transferred to retained surplus.
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Cherbourg Aboriginal Shire Council

Notes to the financial statements
For the year ended 30 June 2014

1.U

1v

1.W

1.X

1.¥

1.2

Retained surplus

This represents the amount of Council’s net funds not set aside in reserves to meet specific future needs.

Restricted cash

Council cash and cash equivalents are subject to a number of intemnal restrictions that limit the amount that is available for
discretionary or future use. These restrictions are accounted for using an interal management accounting system. Intermnal
restrictions that have been placed on council's cash and cash equivalents are now disclosed in note 11.

National competition policy

The Council has reviewed its activities to identify its business activities. Council has resolved that none of its activities fall within
the National Competion Policy guidelines and has therefore chosen not to apply the Code of Competitive Conduct.

Rounding and comparatives

The financial statements have been rounded to the nearest $1.

Comparative information has been restated where necessary to be consistent with disclosures in the current reporting period.

Trust funds held for outside parties

Council is holding no trust funds for outside parties at reporting date.

Taxation

Income of local authorities and public authorities is exempt from Commonwealth taxaticn 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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Cherbourg Aboriginal Shire Council

Notes to the financial statements
For the year ended 30 June 2014

14 Property, Plant and Equipment (Continued)

(i) Fair Value Heirachy

The fair values of assets are determined using valuation technigues which maximise the use of observaple data, where it is
available, and minimise the use of entity specific estimates. To provide an indication about the reliability of the inputs used in
determining fair values, council classifies assets which are measured at fair value into the three levels prescribed under AASB 13,
as follows:

Level 1: Fair value based on quoted prices (unadjusted) in active markets for identical assets or liabilities.
Level 2: Fair value based con inputs that are directly or indirectly observable for the asset or liability.
Level 3: Fair value based on unobservable inputs for the asset and liability.

There were no transfers between levels during the year.

The following table summarises the classification of councils assets into the levels defined above. Comparative information has
not been presented as permitted by the transitional provisions of AASB 13.

Asset Category Level 1 Level 2 Level 3 Total

Land 1,616,000 1,616,000

Buildings and Houses 87,711,193 87,711,193

Motor Vehicles 522,483 522,483

Maijor Plant and

Equipment 475,359 475,359

Infrastructure 18,175,657 18,175,657
- 2,613,842 105,886,850 108,500,692

Council does not carry any assets or liabilities at fair value other than property, plant and equipment as described above.

(ii) Basis of vafuation and valuation processes

All assets with the exception of furniture and equipment and capital work in progress are measured at fair value utilising the
valuation basis’ described below. Independent comprehensive valuations of each category of asset are undertaken on a rolling
basis with each category being subject to comprehensive revaluation at least once every five years. In intervening years desktop
valuation updates are performed either internally or by an independent valuer. Desktop valuations apply an indexation factor to the
the previous comprehensive valuation and consider any known factors giving rise to a change in asset condition which have
ocecurred since the last comprehensive valuation. Where an independent valuer is engaged to undertake a destop valuation
update, a sample of assets will be physically inspected by the independent valuer in order 1o gauge changes in asset conditions.

The table below summarises the level of detail applied in determining the value of Council's assets as at 30 June 2014.

Valuation Effective Date of Last
Asset Category Effective 30 Performed By Comprehensive Performed By
June 2014 Valuation
APV Valuers and APV Valuers and
Land Desktop Asset Management 30/06/2012 Asset Management
APV Valuers and APV Valuers and
Buildings and Houses Desktop Asset Management 30/06/2012 Asset Management
APV Valuers and APV Valuers and
Motor Vehicles Desktop Asset Management 30/06/2012 Asset Management
Major Plant and APV Valuers and APV Vaiuers and
Equipment Desktop Asset Management 30/06/2012 Asset Management
APV Valuers and APV Valuers and
Infrastructure Deskiop Asset Management 30/06/2012 Asset Management

Council adopted AASB13 Fair Value Measurement for the first time this financial year and has reviewed each valuation to ensure
compliance with the requirements of the new standard.
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Cherbourg Aboriginal Shire Council

Notes to the financial statements
For the year ended 30 June 2014

14 Property, Plant and Equipment (Continued)
(iii) Valuation techniques to derive fair values for level 2 and fevel 3 valuations

Land (level 2)
Land fair values have been determined by direct comparison to the sales prices of comparable properties in close proximity

adjusted for difference in key attributes such as property size. The most significant inputs into this valuation approach are price
per square metre and the indexation rate applied in the current period desktop valuation update. All land values are based on the
assumption that contaminants such as asbestos, chemicals, toxic wastes or other hazardous materials fo not exist on these land

parcels.
As noted above the last comprehensive valuation of land assets was undertaken effective 30 June 2012. No indexation factor was

applied to the opening value of land in deriving the valuation as at 30 June 2014,

Buildings and Houses {level 3)
Community and residential buitdings within the Cherbourg Aboriginal Shire Ceuncil are not able to be transferred on a market

basis, and as such sales evidence is not available to support a markel-based valuation approach. Buildings and houses are
therefore valued using a depreciated replacement cost methedology, which estimates the replacement cost for each building by
componentising the buildings iinto significant parts with different useful lives and taking inte account a range of factors. The gross
current values are derived from reference to market data for recent projects and costing guides issued by the Australian Institute
of Quantity Surveyars and Rawlinson’s {Australian Construction handbook).

A calculated accumulated depreciation charge is subtracted from the gross replacement cost to reflect the consumed or expired
service potential of the asset. In determining the level of accumulated depreciation the asset has been disaggregated into
significant parts which exhibit different patterns of consumption or useful lives. Allowance has been made for the typical asset
lifecycle and renewal treatments of each component, residual value at the time the asset is considered to be no longer availabie
for use, the pattern of consumption of the asset's future economic benefits and the condition of the asset. Condition was assessed
taking into account both physical characteristics as well as holistic factors such as functionality, capacity, utilisation and
obsolescence. Residual values have been calculated at a component level and are based on the cost that would be incurred to
restore the asset's service potential back to "as new” if it were allowed to deteriorate to a condition which was deemed to deliver

In order to assess the remaining service potential the following consumption scoring system is applied:

Phase Points Description
OH - OM New or very good condition - very high level of remaining service potential.
Not new but in very goeod condition with no indicators of any future cbsolescence and
TH-1M providing a high level of remaining service potential.
Aged and in good condition, providing an adeguate level of remaining service potential.
2H - ZM No signed of immediate or short-term obsolescence.

Providing an adequate level or remaining service potential but there are some concerns
over the asset's ability to continue to provide an adequate level of service in the short to
3H-3M medium term. May be signs of obsolescence in short to mid-term.

Indicators showing the need to renew, upgrade or scrap in near future. Should be
reflected by inclusion in the capital works plan to renew or replace in short-term. Very

4H - 4M low level of remaining service potential.
At intervention point. No longer providing an acceptable level of service. If remedial
5H - 5M action is not taken immediately the asset will need to be closed or decommissioned.
6 - End of Life Theoretical end of life.

New buildings are valued at the actual cost of construction in the year they are constructed, and subsequently under the approach
described above.

The most significant inputs into the valuation approach are construction cost unit rates (per square metre), estimated residual
values, estimated useful lives, pattern of consumption, asset condition, and the indexation rate applied in the current period
desktop valuation update.

An indexation factor of 2% was applied to the opening capital replacement value of building and house assets in deriving the 30
June 2014 desktop valuation.

The indexation percentages applied in the valuations were derived by APV Valuers and Asset Management from reference to
costing guides issued by the Australian Institute of Quantity Surveyors, Rawlinson’s {Australian Construction Handbook},
construction data from the Australian Bureau of Statistics, and the valuer's own intemal market research and costings.
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Cherbourg Aboriginal Shire Council

Notes to the financial statements
For the year ended 30 June 2014

14 Property, Plant and Equipment (Continued)

Motor Vehicles (level 2}
Motor vehicle asset values are derived from comparable sales and relevant industry market price reference guides. The most

significant inputs into the valuation approach are the make, size, year of manufaciure and condition. Indexation rates of 0-1% were
applied to motor vehicle assets in the current period deskiop valuation.

Major Plant and Equipment level 2}

Major plant and equipment asset values are generally derived from comparable sales and relevant industry market price reference
guides. Where items of plant however are unique in design or there is insufficient market evidence to support the valuation, the
valuation is perfermed using a depreciated replacement cost approach (as described for buildings and houses above).

The most significant inputs into the market based valuation approach are the make, size, year of manufacture and condition.
Where assets are valued under a depreciated replacement cost approach significant inputs include the asset replacement cost,
useful lives, pattern of consumption and asset condition. Under both approaches the indexation rates applied in the current period
desktop valuation update, being 0-1%, are also considered to be a significant valuation input.

No items of major plant and equipment were valued using a depreciated replacement cost in the current year.

Road and Water Infrastructure Network (level 3)
Council categorises its road infrastructure into sealed and unsealed roads, which are managed in segments of no longer than

3km. All road segments are componentised into formation, pavement and seal {where applicable). Drainage assets are
segmented and componentised into pits, pipes, channels and floodways. Water and sewerage mains are segmented and
componentised into standard and rising mains.

Council assumes that environmental facters such as soil type, climate and topography are consistent across each segment.
Council also assumes a segment is designed and constructed to the same standard and uses a consistent amount of labour and

materials.

All road and water infrastructure network assets are valued utilising a depreciated replacement cost approach. Gross replacement
costs are estimated through multiplying materials and labour unit prices (per measurement of areaflength) determined by
reference to market data for recent projects, costing guides such as Rawlinson’s (Australian Construction Handbook) and
benchmark data from similar coungils, by volumes ascertained with reference to council minimum asset linear and area
specifications.

In determining the level of accumulated depreciation assets are disaggregated into significant parts which exhibit different patterns
of consumption or useful lives. Allowances are made for the typical asset lifecycle and renewal treatments of each component,

residual value at the time the asset is considered to be no longer available for use, the pattern of consumption of the asset's future
economic benefit and the condition of the asset. Condition is assessed by taking into account both physical characteristics as well

An identical condition rating scale as provided above in relation ta buildings and houses is utilised for infrastruciure assets in order
to assess the remaining service potential.

The most significant inputs into the valuation approach are construction cost unit rates (per square metre), estimated resideual
values, estimated useful lives, pattern of consumption, asset condition, and the indexation rate applied in the current period
desktop valuation update.

The following indexation rates were applied in deriving the 30 June 2014 desktop valuation updates for road and water
infrastructure network assets:

Class Indexation Factor
Water & Sewerage Infrastructure - Civil 1%
Water & Sewerage Infrastructure - Other 0%
Roads 1%
Other Structures 2%

The indexation percentages applied in the infrastructure valuations were derived by APV Valuers and Asset Management from
reference to costing guides issued by the Australian Institute of Quantity Surveyors, Rawlinson's {Australian Construction
Handbook), construction data from the Australian Bureau of Statistics, and the valuer's own internal market research and costings.
(iv) Significant Unobservable Inputs and Sensitivity Analysis

The range of unobservable inputs (i.e. Level 3 inputs) applied in the valuation of council's assets as at 30 June 2014, together with
the sensitivity of asset valuations to changes in these inputs, are outlined below for each class of asset measured at fair value:
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Notes to the financial statements
For the year ended 30 June 2014

22 Contingent liabilities (continued)

23

National Regulatory System for Community Housing Providers

Under amendments passed {o the Housing Act 2003 during the financial year, council, as a
service provider of community housing, is required fo register for the newly established National
Regulatery System for Community Housing Provider (NRSCH). In order to become eligible for
registration under the NRSCH council must complete certain pre-requisite actions, a number of
which remain outstanding as af the date of this report.

Should council not obtain registratuin prior to 30 June 2015, there would be three alternatives
available for Council's consideration :

1. Transfer or return of community housing assets to the Department of Housing and Public
Works;
2. Repayment of contingent liahility of any funded assets (i.e purchaisng the Department’s interest

in community housing assets); or
3. Transfer of assets to another provider that is registered under the NRSCH.

The most likely outcome should council fail to obtain registration under the NRSCH would be the
removal of community housing assets from council’s balance sheet. At 30 June 2014 these assets
had a total value of $57.824m (refer note 14}.

Council consider that it is probable registration will be obtained within the required timeframe,
however as the likelihood of not obtaining registration cannot be considered remote, disclosure of
the alternatives has been made above.

Superannuation

The Council contributes to the Local Government Superannuation Scheme (Qld) (the scheme).
The scheme is a Multi-employer Plan as defined in the Australian Accounting Standard AASB119
Employee Benefils .

The Queensland Local Government Superannuation Board, the trustee of the scheme, advised
that the Jocal government superannuation scheme was a complying superannuation scheme for
the purpose of the Commonwealth Superannuation Industry (Supervision) legislation.

The scheme has two elements referred to as the Defined Benefits Fund (DBF}) and the
Accumulation Benefits Fund (ABF). The ABF is a defined contribution scheme as defined in AASB
119. Council has no liability to or interest in the ABF other than the payment of the statutory
contributions as required by the Local Government Act 2009 .

The DBF is a defined benefit plan as defined in AASB119. The Council is not able to account for

the DBF as a defined benefit plan in accordance with AASB119 because the scheme is unable to

account to the Council for its proportionate share of the defined benefit obligation, plan assets and
costs.

Any amount by which either fund is over or under funded would only affect future benefits and
contributions to the DBF, and is not an asset or liability of the Council. Accordingly there is no
recognition in the financial statements of any over or under funding of the scheme.

The audited general purpose financial report of the scheme as at 30 June 2012 (the most recent
available) which was not subject to any audit qualification, indicates that the assets of the scheme
are sufficient to meet the vested benefits.

The most recent actuarial assessment of the scheme was undertaken as at 1 July 2012, The
actuary indicated that “the Regional DBF is currently in a satisfactory but modest financial position
and remains vulnerable to adverse short and medium term experience.”

Following the previous actuarial assessment in 2009, councils were advised by the trustee of the
scheme, following advice from the scheme’s actuary, that additional contributions may be
imposed in the future at a level necessary to protect the entitlements of Regional DBF members.
In the 2012 actuarial report the actuary has recommended no change to the employer contribution

levels at this time.
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Cherbourg Aboriginal Shire Council
Financial statements
For the year ended 30 June 2014

Management Certificate
For the year ended 30 June 2014

Management Certificate
For the year ended 30 June 2014

These general purpose financial statements have been prepared pursuant to sections 176 and 177 of the Local Government
Regulation 2012 (the Regulation) and other prescribed requirements.

In accordance with section 212(5) of the Regulation we certify that:

{iy the prescribed requirements of the Local Government Actf 2009 and Local Government Regulation 2012 for the establishment
and keeping of accounts have been complied with in all material respects; and

(ii) the general purpose financial statements, as set out on pages 1 to 38, present a true and fair view, in accordance with Australian
Accounting Standards, of the Council’s fransactions for the financial year and financial position at the end of the year.

2 W~

Mayor /Fﬁﬂ' Executive Officer

Ken Bone Warren Collins

'Date: 22/10/2014 Date: 22/10/2014
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The Auditor-General may conduct an audit in any way considered appropriate and is not
subject to direction by any person about the way in which audit powers are to be exercised.
The Auditor-General has for the purposes of conducting an audit, access to all documents
and property and can report to Parliament matters which in the Auditor-General’s opinion are

significant.
Opinion

In accordance with s.40 of the Auditor-General Act 2009 ~
(a) I have received all the information and explanations which | have required; and

(b) in my opinion -

(i) the prescribed requirements in relation to the establishment and keeping of
accounts have been complied with in all material respects; and

(i) the financial report presents a true and fair view, in accordance with the
prescribed accounting standards, of the financial performance and cash flows of
Cherbourg Aboriginal Shire Council for the financial year 1 July 2013 to 30 June
2014 and of the financial position as at the end of that year.

Other Matters - Electronic Presentation of the Audited Financial Report

Those viewing an electronic presentation of these financiai statements should note that audit
does not provide assurance on the integrity of the information presented electronically and
does not provide an opinion on any information which may be hyperlinked to or from the
financial statements. If users of the financial statements are concermed with the inherent
risks arising from electronic presentation of information, they are advised to refer to the
printed copy of the audited financial statements to confirm the accuracy of this electronically

presented information.

@AM

B MACRAE FCPA
(as Delegate of the Auditor-General of Queensland) Queensland Audit Office
Brisbane

ZJEENSLAND
2 4 OCT 2014
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Cherbourg Aboriginal Shire Council

Current-year Financial Sustainability Statement For the year ended 30 June 2014

Net financial liabilities ratio

by total operating revenue {excluding capital
itemns)

Measures of Financial Sustainability How the measure is calculated Actual Target

Operating surplus ratio Net resuit (excluding capital items) divided -28% Between 0%
by total operating revenue (excluding capital and 10%
items)

Asset sustainability ratio Capital expenditure on the replacement of 101% greater than
assets (renewals) divided by depreciation 90%
expense.
Total liabilities less current assets divided -25% not greater thany

0%

Basis of Preparation

The current year financial sustainability statement is a special purpose statement prepared in accordance with the requirements of the Local Government
Regulation 2012 and the Financial Management (Sustainability} Guideline 2013 . The amounts used to calculate the three reported measures are
prepared on an accrual basis and are drawn from the Council's audited general purpose financial statements for the year ended 30 June 2014.

Certificate of Accuracy
For the year ended 30 June 2014

This current-year financial sustainability statement has been prepared pursuant to Section 178 of the Local Government Reguiation 2012 (the regulation).

In accordance with Section 212(5) of the Regulation we certify that this current-year financial sustainability statement has been accurately calculated.

e -

Mayor
Ken Bone

Date:22/10/2014

ovD

SJUSLWISIEIS payian

/  Chief Executive Officer
Warren Collins

Date:22/10/2014



INDEPENDENT AUDITOR’S REPORT

To the Mayor of Cherbourg Aboriginal Shire Council

Report on the Current-Year Financial Sustainability Statement

| have audited the accompanying current-year financial sustainability statement, which is a
special purpose financial report of Cherbourg Aboriginal Shire Council for the year ended 30
June 2014, comprising the statement and explanatory notes, and certificates given by the
Mayor and Chief Executive Officer.

The Council’'s Responsibility for the Current-Year Financial Sustainability Statement

The Council is responsible for the preparation and fair presentation of the current-year
financial sustainability statement in accordance with the Local Government Regulation 2012.
The Council's responsibility also includes such internal control as the Council determines is
necessary to enable the preparation and fair presentation of the statement that is accurately
calculated and is free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

My responsibility is to express an opinion on the current-year financial sustainability
statement based on the audit. The audit was conducted in accordance with the Auditor-
General of Queensiand Auditing Standards, which incorporate the Australian Auditing
Standards. Those standards require compliance with relevant ethical requirements relating
to audit engagements and that the audit is planned and performed to obtain reasonable
assurance about whether the statement is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the statement. The procedures selected depend on the auditor’s judgement,
including the assessment of the risks of material misstatement of the statement, whether due
to fraud or ermor. In making those risk assessments, the auditor considers internal control
relevant to the Council’s preparation and fair presentation of the statement in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Council’s internal control. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness
of accounting estimates made by the Council, as well as evaluating the overall presentation

of the statement.

My responsibility is to form an opinion as to whether the statement has been accurately
calculated based on the Council’s general purpose financial report. My responsibility does
not extend to forming an opinion on the appropriateness or relevance of the reported ratios,
nor on the Council’s future sustainability.

| believe that the audit evidence obtained is sufficient and appropriate to provide a basis for
my audit opinion.
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Independence

The Auditor-General Act 2009 promotes the independence of the Auditor-General and all
authorised auditors. The Auditor-General is the auditor of all Queensland public sector
entities and can be removed only by Parliament.

The Auditor-General may conduct an audit in any way considered appropriate and is not
subject to direction by any person about the way in which audit powers are to be exercised.
The Auditor-General has for the purposes of conducting an audit, access to all documents
and property and can report to Parliament matters which in the Auditor-General’s opinion are

significant.
Opinion

In accordance with s.212 of the Local Government Regulation 2012, in my opinion, in all
material respects, the current-year financial sustainability statement of Cherbourg Aboriginal
Shire Council, for the year ended 30 June 2014, has been accurately calculated.

Emphasis of Matter — Basis of Accounting

Without modifying my opinion, attention is drawn to Note 1 which describes the basis of
accounting. The current-year financial sustainability statement has been prepared in
accordance with the Financial Management (Sustainability) Guideline 2013 for the purpose
of fulfilling the Council’s reporting responsibilities under the Local Government Regufation
2012. As a result, the statement may not be suitable for another purpose.

Other Matters - Electronic Presentation of the Audited Statement

Those viewing an electronic presentation of this special purpose financial report should note
that audit does not provide assurance on the integrity of the information presented
electronically and does not provide an opinion on any information which may be hyperlinked to
or from the financial statements. If users of the financial statements are concerned with the
inherent risks arising from electronic presentation of information, they are advised to refer to
the printed copy of the audited financial statements to confirm the accuracy of this
electronically presented information.

QUEENSLAND

24 OCT 204

dUpiT opFicE

PpoenaQ

B MACRAE FCPA
(as Delegate of the Auditor-General of Queensland) Queensland Audit Office
Brisbane
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