COUNCIL BRIEFING AGENDA 08 DECEMBER 2020

8.3 REPORT AND MINUTES OF THE AUDIT COMMITTEE MEETING HELD ON 1 DECEMBER 2020

Attachments: 1. Audit Committee Meeting Minutes - 1 December 2020
RECOMMENDATION:
That Council:

1. RECEIVES this report from the Audit Committee meeting of 1 December 2020 and the
minutes of that meeting at Attachment 1;

2. APPROVES the recommendations of the Audit Committee as follows:

2.1 RECEIVES the review pursuant to regulation 17 of the Local Government (Audit)
Regulations 1996 and regulation 5 of the Local Government (Financial Management)
Regulations 1996;

2.2 RECEIVES the Auditor’'s management letters (Financial Audit and Information System
Audit), exit brief and Audited Annual Financial Statements for the year ended 30 June
2020;

2.3 RECOMMENDS to Council the adoption of the Audited Annual Financial Statements for
the year ended 30 June 2020, subject to the finalisation of the Mindarie Regional
Council financial statements, in consultation with Audit Committee members, and that
it note that the 7 significant findings in the Financial Audit;

2.4 REQUESTS the Chief Executive Officer to prepare a report to the Budget Workshop on
improvements to own source revenue coverage and operating surplus ratios as part of
the 2021 budget process;

2.5 NOTES the status update for the two significant findings arising from the IS Audit for
the period 1 July 2019 — 30 June 2020; and

2.6 NOTES the status of the City’s Audit Log as at 1 December 2020 and the amendment to
the proposed completion date for the following items:

. EA 2020/10 (1) (a) and (b) — Office of the Auditor General Information Systems
Audit — Database Security

. EA 2020/10 (3) Office of the Auditor General Information Systems Audit -
Segregation of Duties

. EA 2020/10 (4) - Office of the Auditor General Information Systems Audit —
Information Security Policy

. EA 2020/10 (9) - Office of the Auditor General Information Systems Audit -

Authority
. User Review Process

EA 2020/10 (12) - Office of the Auditor General Information Systems Audit —
. Unauthorised Device Connections

. EA 2020/10 (18) - Office of the Auditor General Information Systems Audit —
Contract Management

. EA 2020/10 (20) - Office of the Auditor General Information Systems Audit —
Business Continuity Plan — Testing

PURPOSE OF REPORT:

To report to Council the proceedings of the Audit Committee at its meeting held on 1 December 2020 in
accordance with clause 2.21(1) of the City’'s Meeting Procedures Local Law 2008.
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BACKGROUND:

The City’s Audit Committee is a statutory committee of Council, established in accordance with section 7.1A
of the Local Government Act 1995. The role of the Audit Committee is to provide independent advice and
assurance to Council over the City’s risk management, internal controls, legislative compliance and financial
management.

The Audit Committee meets approximately every two months and comprises of three external independent
members (one of which is the Audit Committee Chair) and four Elected Members.

DETAILS:

At its meeting on 1 December 2020, the Audit Committee considered six agenda items as follows:
5.1 Regulation 5 and Regulation 17 review report and recommendations
5.2 Review of Office of the Auditor General Audit Report - Waste Management - Service Delivery
5.3 Audited Financial Statements and Management letters for year ended 30 June 2020
5.4 Review of the City's Audit Log
5.5 Risk Assessment of Ageing Sporting Infrastructure Assets
5.6 ICT Audit

Details of the key agenda items are set out below.

5.1 Regulation 5 and Regulation 17 review report and recommendations

Stantons International provided its Regulation 5 and Regulation 17 review. The 13 findings were added to
the City’s Audit Log, with the proposed actions and timeframes listed. No significant issues were identified.

5.2 Review of Office of the Auditor General Audit Report - Waste Management - Service Delivery
This item was deferred to the 2 March 2021 meeting of the Audit Committee due to time constraints.
5.3 Audited Financial Statements and Management letters for year ended 30 June 2020

The Office of the Auditor General provided its financial audit. The 9 findings were added to the City’s Audit
Log, with the proposed actions and timeframes listed. Five significant issues were identified, as listed below.

5.4 Review of the City's Audit Log
22 items were added to the City’s Audit Log as a result of the Financial Audit and Reg 5 and Reg 17 review,

5 of which are significant. There are now 9 significant items outstanding. A summary of the items added,
completed and ongoing is below.

Total Significant Moderate Minor
Open as at 20 October 26 3 19 4
2020
New Actions Added 22 5 11 6
Implemented/Closed 4 2 2
Open as at 1 December | 44 6 30 8
2020

The ongoing significant items are:

1. EA: 2019/7 Office of the Auditor General's Performance Audit 2019 - Fraud Prevention in Local
Government - Findings and Recommendations

2. EA: 2019/8 Office of the Auditor General's Performance Audit 2019 - Fraud Prevention in Local
Government - Findings and Recommendations
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3. EA:2020/10 (1) (a) and (b) Office of the Auditor General Information Systems Audit — Database
Security

The significant items added in November 2020 are:

1. EA: 2020/12 (14) Office of the Auditor General — Financial Audit — Access Levels within Authority

2. EA: 2020/12 (15) Office of the Auditor General — Financial Audit — Evidence of Review of changes to
employee Masterfile

3. EA: 2020/12 (18) Office of the Auditor General — Financial Audit — Adverse trends in financial ratios
It was also noted by the Audit Committee that the completion date for 8 items was extended. The Audit
Committee recommended to Council that it note these amendments.

5.5 Risk Assessment of Ageing Sporting Infrastructure Assets

This item was deferred to the 2 March 2021 meeting of the Audit Committee due to time constraints.

5.6 ICT Audit

The Audit Committee considered the status updates to the two significant findings arising from the Office of
the Auditor General ICT Audit findings.

CONSULTATION/ADVERTISING:
Nil.
LEGAL/POLICY:

Clause 2.21 of the City’s Meeting Procedures Local Law 2008 states that the report and minutes of a
Committee meeting are to be provided to Council.

The Audit Committee Terms of Reference govern the functions, powers and membership of the Audit
Committee.

RISK MANAGEMENT IMPLICATIONS:

Low: It is low risk for Council to consider the report and minutes of the Audit Committee meeting on
20 October 2020.

STRATEGIC IMPLICATIONS:
This is in keeping with the City’s Strategic Community Plan 2018-2028:

Innovative and Accountable

Our resources and assets are planned and managed in an efficient and sustainable manner.

We are open and accountable to an engaged community.
SUSTAINABILITY IMPLICATIONS:

Nil.

PUBLIC HEALTH IMPLICATIONS:

Nil.
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FINANCIAL/BUDGET IMPLICATIONS:

As detailed in the Annual Financial Statements.
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COUNCIL BRIEFING

8 DECEMBER 2020

AUDIT COMMITTEE MINUTES

1 DECEMBER 2020

MINUTES OF CITY OF VINCENT
AUDIT COMMITTEE
HELD AT THE E-MEETING AND ADMINISTRATION AND CIVIC CENTRE
244 VINCENT STREET, LEEDERVILLE
ON TUESDAY, 1 DECEMBER 2020 AT

PRESENT: Mr Conley Manifis
Mr Robert Piper
Mr Aaron Smith
Cr Dan Loden

Cr Ashley Wallace
Cr Susan Gontaszewski

IN ATTENDANCE: David MacLennan
Virginia Miltrup

Vanisha Govender
Meluka Bancroft

Nirav Shah
Peter Ferguson

Mark Ambrose
Jeff Sweetham
Kerry Flynn

Wendy Barnard

1 INTRODUCTION AND WELCOME

Independent External Member (Chair)
Independent External Member
Independent External Member

North Ward (left at 2.34pm during Item
5.3)

South Ward

South Ward

Chief Executive Officer

Executive Director Community &
Business Services

Executive Manager Financial Services
Executive Manager Corporate Strategy &
Governance

Coordinator Financial Services
Executive Manager ICT (for Items 5.4 and
5.6)

Senior Director, Office of the Auditor
General (for Item 5.3)

Audit Manager, Office of the Auditor
General (for Item 5.3)

Audit Manager, Stantons International
(for Iltem 5.1)

Council Liaison Officer

The Presiding Member, Conley Manifis, declared the meeting open at 2.04pm and read the following

Acknowledgement of Country statement:

“The City of Vincent would like to acknowledge the Traditional Owners of the land, the Whadjuk people of the
Noongar nation and pay our respecits to Elders past, present and emerging”

2 APOLOGIES / MEMBERS ON APPROVED LEAVE OF ABSENCE

Cr Joshua Topelberg was an apology at this meeting.

3 DECLARATIONS OF INTEREST

Conley Manifis declared an impartiality interest. The extent of his interest is that his company is contracted

by the Office of the Auditor General to complele external audits
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4 CONFIRMATION OF MINUTES

COMMITTEE DECISION

Moved: Mr Piper, Seconded: Cr Gontaszewski
That the minutes of the Audit Committee held on 20 October 2020 be confirmed.

CARRIED UNANIMOUSLY (6-0)

For: Mr Manifis, Cr Loden, Cr Wallace, Mr Piper, Cr Gontaszewski and Mr Smith
Against: Nil

(Cr Topelberg was an apology for the Meeting.)

Page 4
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AUDIT COMMITTEE MINUTES 1 DECEMBER 2020

5 BUSINESS ARISING

53 AUDITED FINANCIAL STATEMENTS AND MANAGEMENT LETTERS FOR YEAR ENDED 30
JUNE 2020

Attachments: Audit Management Letter - Financial Audit 1 &

1
2. Audit Management Letter - Information Systems Q'@
3. Annual Financial Audit - Exit brief 1 7
4 Auditor's Opinion 4 &

5 Financial Statements as at 30 June 2020 g“?,.]

RECOMMENDATION:
That the Audit Committee:

1. RECEIVES the Auditor’s management letters (Financial Audit and Information System Audit) and
exit brief, prepared for the year ending 30 June 2020 at Attachments 1, 2 and 3;

2. RECEIVES the Audit Opinion {(unsigned) for the year ended 30 June 2020 at Attachment 4;

3. RECEIVES the Audited Annual Financial Statements for the year ended 30 June 2020 at
Attachment 5; and

4. RECOMMENDS to Council the adoption of the Audited Annual Financial Statements for the year
ended 30 June 2020.

Moved: Cr Gontaszewski, Seconded: Cr Wallace

That the recommendation be adopted.

AMENDMENT 1

Moved: Cr Gontaszewski, Seconded: Mr Smith

That the recommendation be amended as follows:

5. REQUESTS the Chief Executive Officer to prepare a report for a Budget Workshop on improvements to
the City's own source revenue coverage and operating surplus ratios as part of the 2021 budget

process.
AMENDMENT CARRIED (5-0)

For: Mr Manifis, Cr Wallace, Mr Piper, Cr Gontaszewski and Mr Smith

Against: Nil

(Cr Topelberg was an apology for the Meeting.)

(Cr Loden was an apology for this Vote.)

AMENDMENT 2

Moved: Mr Piper, Seconded: Cr Gontaszewski

That the recommendation be amended as follows:
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AUDIT COMMITTEE MINUTES 1 DECEMBER 2020

6. RECOMMENDS that Council note the 7 significant findings in the Financial Audit.

AMENDMENT CARRIED (5-0)

For: Mr Manifis, Cr Wallace, Mr Piper, Cr Gontaszewski and Mr Smith
Against: Nil
(Cr Topelberg was an apology for the Meeting.)

(Cr Loden was an apology for this Vote.)

AMENDMENT 3

Moved: Mr Piper, Seconded: Cr Gontaszewski
That recommendation 4 be amended to include the following:
4. RECOMMENDS to Council the adoption of the Audited Annual Financial Statements for the year

ended 30 June 2020, subject to the finalisation of the Mindarie Regional Council financial
statements, in consultation with Audit Committee members;

COMMITTEE DECISION ITEM 5.3

That the Audit Committee:

1. RECEIVES the Auditor’s management letters (Financial Audit and Information System Audit) and
exit brief, prepared for the year ending 30 June 2020 at Attachments 1, 2 and 3;

2. RECEIVES the Audit Opinion (unsigned) for the year ended 30 June 2020 at Attachment 4;

3. RECEIVES the Audited Annual Financial Statements for the year ended 30 June 2020 at
Attachment 5;

4. RECOMMENDS to Council the adoption of the Audited Annual Financial Statements for the year
ended 30 June 2020, subject to the finalisation of the Mindarie Regional Council financial
statements, in consultation with Audit Committee members;

5. REQUESTS the CEO to prepare a report for a Budget Workshop on improvements to the City's
own source revenue coverage and operating surplus ratios as part of the 2021 budget process;
and

6. RECOMMENDS that Council note the 7 significant findings in the Financial Audit.

CARRIED UNANIMOUSLY (5-0)

For: Mr Manifis, Cr Wallace, Mr Piper, Cr Gontaszewski and Mr Smith
Against: Nil
(Cr Topelberg was an apology for the Meeting.)

(Cr Loden was an apology for this Vote.)

At 2.34pm Cr Dan Loden left the meeting.
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AUDIT COMMITTEE MINUTES 1 DECEMBER 2020

Attachment 1. Audit Management Letter - Financial Audit - Confidential
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AUDIT COMMITTEE MINUTES 1 DECEMBER 2020

Attachment 2 - Audit Management Letter - Information Systems - Confidential
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AUDIT COMMITTEE MINUTES 1 DECEMBER 2020

Attachment 3 - Annual Financial Audit - Exit brief - Confidential
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COUNCIL BRIEFING 8 DECEMBER 2020

AUDIT COMMITTEE MINUTES 1 DECEMBER 2020

Auditor General

INDEPENDENT AUDITOR’S REPORT
To the Councillors of the City of Vincent
Report on the Audit of the Financial Report

Opinion

| have audited the annual financial report of the City of Vincent which comprises the Statement
of Financial Position as at 30 June 2020, the Statement of Comprehensive Income by Nature
or Type, Statement of Comprehensive Income by Program, Statement of Changes in Equity,
Statement of Cash Flows and Rate Setting Statement for the year then ended, and notes
comprising a summary of significant accounting policies and other explanatory information, and
the Statement by the Chief Executive Officer.

In my opinion the annual financial report of the City of Vincent:
(i) is based on proper accounts and records; and
(ii) fairly represents, in all material respects, the results of the operations of the City for the
year ended 30 June 2020 and its financial position at the end of that period in
accordance with the Local Government Act 1995 (the Act) and, to the extent that they
are not inconsistent with the Act, Australian Accounting Standards.

Basis for Opinion

| conducted my audit in accordance with Australian Auditing Standards. My responsibilities
under those standards are further described in the Auditor's Responsibilities for the Audit of the
Financial Report section of my report. | am independent of the City in accordance with the
Auditor General Act 2006 and the relevant ethical requirements of the Accounting Professional
and Ethical Standards Board's APES 110 Code of Ethics for Professional Accountants (the
Code) that are relevant to my audit of the annual financial report. | have also fulfilled my other
ethical responsibilities in accordance with the Code. | believe that the audit evidence | have
obtained is sufficient and appropriate to provide a basis for my opinion.

Emphasis of Matters — Basis of Accounting
| draw attention to the matters below. My opinion is not modified in respect of these matters:

| draw attention to Notes 1 and 11 to the annual financial report, which describes the basis for
accounting. The annual financial report has been prepared for the purpose of fuffilling the City’s
financial reporting responsibilities under the Act. Regulation 17A of the Local Government
(Financial Management) Regulations 1996 (Regulations), requires a local government to
measure vested improvements at fair value and the associated vested land at zero cost. This is
a departure from AASB 16 Leases which would have required the entity to measure the vested
improvements also at zero cost.

| draw attention to Notes 1 and 11 to the annual financial report, which describes the basis of
accounting. The annual financial report has been prepared for the purpose of fuffilling the City’s
financial reporting responsibilities under the Act. In respect of the comparatives for the previous
year ended 30 June 2019, Regulation 16 of the Local Government (Financial Management)
Regulations 1996 (Regulations), did not allow a local government to recognise some
categories of land, including land under roads, as assets in the annual financial report.

Page 1of 3
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AUDIT COMMITTEE MINUTES

1 DECEMBER 2020

Emphasis of Matter — Restatement of Comparative Balances

| draw attention to Note 30 to the annual financial report which states the amounts reported in
the previously issued 30 June 2019 annual financial report have been restated and disclosed
as comparatives in this annual financial report. My opinion is not modified in respect of this
matter.

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

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

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

Auditor’s Responsibility for the Audit of the Financial Report

The objectives of my audit are to obtain reasonable assurance about whether the annual
financial report as a whole is free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion. Reasonable assurance is a high level
of assurance, but is not a guarantee that an audit conducted in accordance with Australian
Auditing Standards will always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the
basis of the annual financial report.

A further description of my responsibilities for the audit of the annual financial report is located
on the Auditing and Assurance Standards Board website at
https://www.auasb.gov.au/auditors_responsibilities/ard.pdf. This includes the identification and
assessment of the risk of material misstatement due to fraud arising from management
override of controls. This description forms part of my auditor's report.

Report on Other Legal and Regulatory Requirements

In accordance with the Local Government (Audit) Regulations 1996 | report that:
(i) In my opinion, the following material matters indicate significant adverse trends in the
financial position of the City:

a. The asset sustainability ratio as reported in Note 33 of the annual financial
report has been below the Department of Local Government, Sports and
Cultural Industries' standard for the current year and past 2 years.

b. The debt service cover ratio as reported in Note 33 of the annual financial report
is below the Department of Local Government, Sports and Cultural Industries’
basic standard in the current year and below the City’s actual result for the past
2 years.

c. The operating surplus ratio as reported in Note 33 of the annual financial report
has been below the Department of Local Government, Sports and Cultural
Industries’ basic standard for the current year and past 2 years.

Page 2 of 3
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(i) The following material matters indicating non-compliance with Part 6 of the Local
Government Act 1995, the Local Government (Financial Management) Regulations
1996 or applicable financial controls of any other written law were identified during the
course of my audit:

a. Access controls over a key system of the City were inadequate to enforce
adequate segregation of duties. This could lead to inappropriate use of the
systems, however our audit testing did not identify any inappropriate use.

b. No evidence was retained to demonstrate whether changes to the employee
master file, including bank account details, were being authorised by an officer
other than the person making the amendment. This increases the risk that
authorised changes may be made, resulting in errors or funds being
inappropriately transferred. Our audit did not identify any instance of unauthorised
changes.

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

(iv) All audit procedures were satisfactorily completed.

(v) In my opinion, the Asset Consumption Ratio and the Asset Renewal Funding Ratio
included in the annual financial report were supported by verifiable information and
reasonable assumptions.

Other Matter

The financial ratios for 2018 in Note 33 of the annual financial report were audited by another
auditor when performing their audit of the City for the year ended 30 June 2018, The auditor
expressed an unmodified opinion on the annual financial report for that year.

Matters Relating to the Electronic Publication of the Audited Financial Report

This auditor's report relates to the annual financial report of the City of Vincent for the year
ended 30 June 2020 included on the City’s website. The City's management is responsible for
the integrity of the City’s website. This audit does not provide assurance on the integrity of the
City’s website. The auditor’s report refers only to the annual financial report described above. It
does not provide an opinion on any other information which may have been hyperlinked to/from
this annual financial report. If users of the annual financial report are concerned with the
inherent risks arising from publication on a website, they are advised to refer to the hard copy
of the audited annual financial report to confirm the information contained in this website
version of the annual financial report.

CAROLINE SPENCER

AUDITOR GENERAL

FOR WESTERN AUSTRALIA

Perth, Western Australia
December 2020
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CITY OF VINCENT

FINANCIAL REPORT

FOR THE YEAR ENDED 30 JUNE 2020

TABLE OF CONTENTS

Statement by Chief Executive Officer

Statement of Comprehensive Income by Nature or Type

Statement of Comprehensive Income by Program

Statement of Financial Position

Statement of Changes in Equity

Statement of Cash Flows

Rate Setting Statement

Notes to and forming part of the Financial Report

Independent Auditor's Report

CITY'S VISION

To be a clever, creative and courageous local government.

Principal place of business:
244 Vincent Street (cnr Loftus Street)
Leederville, Western Australia, 6007
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60
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CITY OF VINCENT
FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

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

STATEMENT BY CHIEF EXECUTIVE OFFICER

The attached financial report of the City of Vincent for the financial year ended

30 June 2020 is based on proper accounts and records to present fairly the financial position
of the City of Vincent at 30 June 2020 and the results of the operations for the

financial year then ended in accordance with the Local Government Act 1995 and, to the extent
that they are not inconsistent with the Act, the Australian Accounting Standards

Signed on the day of 2020

Chief Executive Officer

David McLennan

Name of Chief Executive Officer
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Restated"
2020 2020 2019
NOTE Actual Budget Actual
$ $ $
Revenue
Rates 25(a) 35,678,835 35,601,498 34,102,294
Operating grants, subsidies and contributions 2(a) 2,010,681 941,360 1,648,628
Fees and charges 2(a) 15,718,899 15,769,274 19,415,392
Interest earnings 2(a) 813,755 748,100 1,158,675
Other revenue 2(a) 1,173,973 1,240,394 1,422,639
55,396,143 54,390,635 57,747,628
Expenses
Employee costs (25,474,149) (24,915,201) (26,062,129)
Materials and contracts (16,704,363) (17,038,438) (17,204,540)
Utility charges (1,708,740) (1,627 ,490) (1,904,877)
Depreciation on non-current assets 11(c) (13,917,901) (11,717,502) (13,372,362)
Interest expenses 2(b) (602 866) (713,748) (938,465)
Insurance expenses (494,843) (534,879) (501,641)
Other expenditure (2,948,442) (3,477 ,834) (2,993,650)
(61,851,304) (60,025,092) (62,977,664)
(6,455,161) (5,634,457) (5,230,036)
Non-operating grants, subsidies and contributions 2(a) 1,381,848 1,470,228 1,709,727
Profit on asset disposals 11(a) 271,501 241,185 257,168
(Loss) on asset disposals 11(a) (86,359) (207,112) (18,669)
Fixed assets written off 11(b) (290,823) 0 (270,329)
Profit from sale of land (TPRC Joint Arrangement) 23(b) 362,936 250,000 414.744
Net Share of Interest in Joint Arrangements 23(b) (37.435) 0 135,679
Change in Equity Local Govt House Trust 8(b) 577 0 4,101
1,602,245 1,754,301 2,232,421
Net result for the period (4,852,916) (3,880,1586) (2,997,615)
Other comprehensive income
lterns that will not be reclassified subsequently to profit or loss
Changes in asset revaluation surplus 12 585,681 1] 1,258
Total other comprehensive income for the period 585,681 0 1,258
Total comprehensive income for the period (4,267,235) (3,880,156) (2,996,357)
This statement is to be read in conjunction with the accompanying noles
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I OF COMPREHENSIVE INCOME

BY P,

ROC

FOR THE 1 ENDED 30 JUNE 2020
Restated”
2020 2020 2019
NOTE Actual Budget Actual
$ $ $

Revenue 2(a)
Governance 39,309 41,000 54,495
General purpose funding 38,220,942 37,558,519 36,798,097
Law, order, public safety 239,208 164,357 143,631
Health 383,015 364,365 379,321
Education and welfare 119,745 130,342 136,380
Community amenities 1,250,827 1,209,610 1,671,503
Recreation and culture 8,214,808 7,994,103 9,765,370
Transport 6,325,383 6,325,194 8,147,802
Economic services 369,936 357,850 313578
Other property and services 232,970 245,295 337,451
55396143 54390635 57,747,628

Expenses 2(b)
Governance (3,585162) (3.550,734) (2,812,931)
General purpose funding (808,237) (B811.27TT) (897 155)
Law, order, public safety (1,616,522) (1,660,282) (1,392 622)
Health (1,586,064)  (1,653,285) (1.243,162)
Education and welfare (1,066,112)  (1,150,722)  (1,091,576)
Community amenities (11,575,181) (12,354 538) (11,894 978)
Recreation and culture (23,997, 214) (20,935,559) (25,807.882)
Transport (13,911,249) (14,000,352) (14,333,239)
Economic services (643,186) (556,308) (761,862)
Other property and services (2,459,511)  (2,638,287)  (1,803,792)
(61,248,438) (59,311,344) (62,039,199)

Finance Costs 2(b)
Recreation and culture (602,866) (713,748) (938,465)
(602 866) (713,748) (938 465)
(6,455161)  (5,634,457)  (5,230,036)
Non-operating grants, subsidies and contnbutions 2(a) 1,381,848 1,470,228 1,709,727
Profit on disposal of assels 11(a) 271,501 241,185 257,168
(Loss) on disposal of assels 11(a) (86,359) (207,112) {18,669)
Fixed assets wrilten off 11(b) (290,823) 0 {270,329)
Profit from sale of land (TPRC Joint Arrangement) 23(b) 362,936 250,000 414,744
Net Share of Interest in Joint Arrangements 23(b) (37,435) 0 135679
Change in Equity Local Govt House Trust 4(b) 577 0 4,101

1,602,245 1,754,301 2232421

Net result for the period (4,852,916) (3,880,156) {2,997,615)
Other comprehensive income

Items that will not be reclassified subsequently to profit or loss

Cl inasset 1 surplus 12 585,681 0 1,258
Total other comprehensive income for the period 585,681 [1] 1,258
Total comprehensive income for the period (4,267,235)  (3,880,156)  (2,996,357)

This statement is to be read in conjunction with the accompanying notes
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COUNCIL BRIEFING 8 DECEMBER 2020

AUDIT COMMITTEE MINUTES 1 DECEMBER 2020

CITY OF VINCENT
STATEMENT OF FINANCIAL POSITION

AS AT 30 JUNE 2020
2019 01-Jul-18
NOTE 2020 Restated" Restated *
$ $ $
CURRENT ASSETS
Cash and cash equivalents 3 7,539,213 6,969,088 3,256,075
Trade and Other receivables 6 3,005,497 2,833,134 3,334,281
Financial assets 4(a) 11,000 11,000 11,000
Financial assets at amortised cost 4(a) 12,643,934 17,995,781 17,609,944
Inventories T 185,474 175,208 184,342
Other assels 8 563,809 1,159,008 0
Assets classified as held for sale 8 748,738 0 ]
TOTAL CURRENT ASSETS 24 697,755 29,143,219 24 395,642
NON-CURRENT ASSETS
Trade and Other receivables 6 1,283,110 908,879 1,197,431
Other financial assets at amortised cost 4(b) 35611 35,034 30,933
Inventories 7 0 105,822 105,822
Interests in Joint Arrangements 23(a) 9,593,399 9,688,250 9,469,902
Property, plant and equipment 9 285,275,450 289,206,317 294,113,129
Infrastructure 10 178,006,588 179,130,965 179,727,045
Right of use Assets 15 329 536 0 (1]
TOTAL NON-CURRENT ASSETS 474,523 694 479,075,267 484 644 262
TOTAL ASSETS 499,221,449 508,218,486 509,039,904
CURRENT LIABILITIES
Trade and other payables 13 6,702 481 7,200,886 4,665,044
Borrowings 17(a) 887,431 6,097,295 948 227
Employee related provisions 18 4,378,760 3,908,452 3,367,101
Contract & Capital Grant Liabilities 14 534,290 0 ]
Lease liabilities 16(a) 91,377 0 1]
TOTAL CURRENT LIABILITIES 12,594,339 17,206,633 8,980,372
NON-CURRENT LIABILITIES
Borrowings 17(a) 7,916,965 7,851,061 13,948 356
Employee related provisions 18 426 880 475,086 429113
Lease liabilities 16(a) 163,440 0 0
Contract & Capital Grant Liabilities 14 0 0 0
TOTAL NON-CURRENT LIABILITIES 8,507,285 8,326,147 14,377,469
TOTAL LIABILITIES 21,101 624 25,532,780 23,357,841
NET ASSETS 478,119,825 482 685,706 485 682 063
EQUITY
Retained surplus 115,336,258 118,881,460 123,029,990
Reserves - cash backed 5 10,976,525 12,582,885 11,431,970
Revaluation surplus 12 351,807,042 351,221,361 351,220,103
TOTAL EQUITY 478,119,825 482,685,706 485,682,063
This statement is to be read in conjunction with the accompanying notes.
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COUNCIL BRIEFING 8 DECEMBER 2020

AUDIT COMMITTEE MINUTES 1 DECEMBER 2020
(o] NCEN
S ( 1 N EQU
ORTH I ) u 202(
RESERVES
RETAINED CASH REVALUATION TOTAL
NOTE SURPLUS BACKED SURPLUS EQUITY
$ $ $ $

Balance as at 1 July 2018 124,733,952 11,431,970 351,527,184 487,693,106
Correction of error - Nib stadium depreciation 30(b) (2,011,043) 0 0 (2,011,043)

Correction of error - Mindarne Regional Council
restatement 30(b) 307,081 0 (307,081) 0

Restated total equity at the beginning
of the financial year 123,029,990 11,431,970 351,220,103 485,682,063

Comprehensive income

Net result for the period (Original) (982,346) 0 0 (982,346)
Correction of error - Nib stadium depreciation 30(c) (2,011,043) 4] 0 (2,011,043)
Correction of error - Mindarie Regional Council  30(c) (4,226) 1] 1,258 (2,968)

Joint Arrangement restatement

Total comprehensive income (2,997 615) 1] 1,258 (2,996,357)
Transfers from/(to) reserves (1,150,915} 1,150,915 0 0
Balance as at 30 June 2019 118,881,460 12,682,886 361,221,361 482,685,706
Change in accounting policy 29 (298 646) 0 4] (298 646)

Restated total equity at the beginning
of the financial year 118,582,814 12,582,885 351,221,361 482,387,060

Comprehensive income

MNet result for the period (4,852 916) 0 0 (4,852 916)
Other comprehensive income 12 0 4] 585,681 585,681
Total comprehensive income (4,852,916) 0 585,681 (4,267,235)
Transfers from/(to) reserves 1,606,360 (1,606,360) 0 0
Balance as at 30 June 2020 115,336,258 10,976,525 351,807,042 478,119,825

This statement is to be read in conjunction with the accompanying notes.
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COUNCIL BRIEFING 8 DECEMBER 2020

AUDIT COMMITTEE MINUTES 1 DECEMBER 2020

STATE

FOR

Restated®
2020 2020 2019
NOTE Actual Budget Actual
$ $ $
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts
Rates 35,248,770 35,526,498 33,939 855
Operaling grants, subsidies and contributions 2,246,324 947,389 685,557
Fees and charges 15,705,060 19,580,225 19,415,392
Interest received 813,755 933,288 1,158,675
Goods and services tax received 1,182 126 0 1,299 640
Other revenue 1,173,973 1,226,243 1,422,639
56,370,008 58,213,643 57,921,758
Payments
Employee costs (25,052,047) (25,493, 467) (25,277,634)
Materials and contracts (16,586,788) (16,683,962) (13,791,388)
Utility charges (1,708,740) (1,718,630) (1,904,877)
Interest expenses (602,866) (723,058) (938,465)
Insurance expenses (494,843) (534,879) (698,811)
Goods and services tax paid (1,285,070) 0 (1,383,034)
Other expenditure (2,872,387) (3,359,584) (2,993,651)
(48,602, 741) (48,513,580) (46,987 860)
Net cash provided by (used in)
operating activities 19 7,767,267 9,700,063 10,933,899
CASH FLOWS FROM INVESTING ACTIVITIES
Payments for purchase of
property, plant & equipment (4,760,635) (7,477, 716) {3,066, 527)
Payments for construction of infrastruclure (4,736,567) (7,297 ,661) (5,193,886)
Payments for financial assets at amortised cost 0 0 (385,837)
Non-operating grants,
subsidies and contributions 1,381,848 1,470,228 1,709,727
Proceeds from sale of property, plant & equipment 564,646 555,000 330,531
Distributions from Joint Arrangements 250,000 250,000 333,333
Proceeds from financial assels at amortised cost - term
deposils 5,351,846 0 0
Net cash provided by (used in)
investment activities (1,048 862) (12,500,149) (6,272,658)
CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of borrowings (6,143,960) {6,143 960) (948,227)
Proceeds from new borrowings 1,000,000 1,000,000 0
Payments for principal portion of lease liabilities (104,320) 0 0
Net cash provided by (used In)
financing activities (5,248,280) (5,143,960) (948,227)
Net increase (decrease) in cash held 570,125 {7,944 046) 3713013
Cash at beginning of year 6,969,088 21,955,208 3,256,075
Cash and cash equivalents
at the end of the year 19 7,539,213 14,011,162 6,969,088
This statement is to be read in conjunction with the accompanying notes.
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COUNCIL BRIEFING 8 DECEMBER 2020

AUDIT COMMITTEE MINUTES 1 DECEMBER 2020
Y OF VINCENT

RA ETTING STATEMEN
FOR THE YEAR ENDI 0 JUNE 2020

2020 2020 2019

NOTE Actual Budget Actual
$ $ $

OPERATING ACTIVITIES
Net current assets at start of financial year - surplus/(deficit) 26 (c) 5,811,178 5,811,178 5,524 402

5,811,178 5,811,178 5,524 402

Revenue from operating activities (excluding rates)

Governance 39,886 41,000 58,596
General purpose funding 2,542 107 1,867,021 2,695,803
Law, order, public safety 282 123 164,357 168,589
Health 398,145 371,864 379,321
Education and welfare 119,745 130,342 187,490
Community amenities 1,266,148 1,209,610 1,675,074
Recreation and culture 8,216,809 7,994,103 9,788,806
Transport 6,325,383 6,371,190 8,147,802
Economic services 369,936 365,721 313,578
Other property and services 754,605 675,114 1,041,967

20,314,887 19,190,322 24,457,026
Expenditure from operating activities

Governance (3,585,162) (3,550,734) (2,820,918)
General purpose funding (808,237) (811,277) (897,155)
Law, order, public safety (1,616,522) (1,660,282) (1,392,622)
Health (1,586,190) (1,653,285) (1,243,162)
Education and welfare (1,066,112) (1,150,722) (1,095,752)
Community amenities (11,575,181)  (12,354,538)  (11,960,717)
Recreation and culture (24,633,557) (21,656,102) (26,799,616)
Transport (14,113,153) (14,007,395) (14,334,258)
Economic services (698,626) (556,308) (908,665)
Other property and services (2,545,745) (2,831,561) (1,813,797)

(62,228,485) (60,232,204) (63,266,662)

Non-cash amounts excluded from operating activities 26(a) 13,771,438 11,433,429 12,980,081
Amount attributable to operating activities (22,330,982) (23,797,275) (20,305,153)

INVESTING ACTIVITIES

Non-operating grants, subsidies and contributions 1,381,848 1,470,228 1,709,727
Proceeds from disposal of assets 11(a) 564,646 555,000 330,531
Distributions from Joint Arrangements 250,000 250,000 333,333
Purchase of property, plant and equipment 9(a) (4,760,635) (5,769,009) (3,066,526)
Purchase and construction of infrastructure 10(a) (4,736,567) (5,369,018) (5,193,886)

(7,300,708) (8,862,799) (5,886,821)

Non-cash amounts excluded from investing activities (282,726) 0 0
Amount attributable to investing activities (7,583,434) (8,862,799) (5,886,821)

FINANCING ACTIVITIES

Repayment of borrowings 17(b) (6,143,960) (6,143,960) (948,227)
Proceeds from borrowings 17(b) 1,000,000 1,000,000 0
Transfers to reserves (restricted assets) 5 (3,313,605) (3,339,634) (2,098,939)
Transfers from reserves (restricted assets) 5 4,919,965 5,445 566 948,024
Payments for principal portion of lease liabilities (104,320) 0 0
Amount attributable to financing activities (3,641,920) (3,038,028) (2,099,142)
Surplus/(deficit) before imposition of general rates (33,556,336) (35,698,102) (28,291,116)
Total amount raised from general rates 25 35,678,835 35,691,498 34,102,294
Surplus/(deficit) after imposition of general rates 26(c) 2,122,499 (6,604) 5,811,178

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

8 DECEMBER 2020

AUDIT COMMITTEE MINUTES

1 DECEMBER 2020

CITY OF VINCENT
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

1. BASIS OF PREPARATION

The financial report comprises general purpose financial
statements which have been prepared in accordance with
Australian Accounting Standards (as they apply to local
governments and not-for-profit entities) and Interpretations
of the Australian Accounting Standards Board, and the Local
Government Act 1995 and accompanying regulations

AMENDMENTS TO LOCAL GOVERNMENT (FINANCIAL
MANAGEMENT) REGULATIONS 1996

The Local Government (Financial Management) Regulations
1996 take precedence over Australian Accounting Standards
Prior to 1 July 2019, Financial Management Regulation 16
arbitrarily prohibited a local government from recognising as
assels Crown land that is a public thoroughfare, i.e. land
under roads, and land not owned by but under the control or
management of the local government, unless itis a golf course,
showground, racecourse or recreational facility of State or
regional significance. Consequently, some assets pertaining
to vested land, including land under roads acquired on or
after 1 July 2008, were not recognised in previous financial
reports of the City. This was not in accordance with the
requirements of AASE 1051 Land Under Roads paragraph 15
and AASB 116 Property, Plant and Equipment paragraph 7.

From 1 July 2019, the City has applied AASB 16 Leases
which requires leases to be included by lessees in the
statement of financial position. Also, the Local Government
(Financial Management) Regulations 1996 have been amended
to specify that vested land is a right-of-use asset to be
measured at cost. All right-of-use assets (other than vested
improvements) under zero cost concessionary leases are
measured at zero cost (i.e. not included in the statement of
financial position) rather than at fair value. The exception is
vested improvements on concessionary land leases such as
roads, buildings or other infrastructure which continue to be
reported at fair value, as opposed to the vested land which is
measured at zero cost. The measurement of vested
improvements at fair value is a departure from AASB 16
which would have required the City to measure any

vesled improvements at zero cost

The City has not been impacted by this change

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

NEW ACCOUNTING STANDARDS FOR APPLICATION IN
FUTURE YEARS
On 1 July 2020 the following new accounting standards are to
be adopted
- AASB 1059 Service Concession Arrangements: Grantors
- AASB 2018-7 Amendments to Australian Accounting
Standards - Materiality

AASB 1059 Service Concession Arrangements: Grantors is
not expected to impact the financial report.

Specific impacts of AASB 2018-7 Amendments to Australian
Accounting Standards - Materiality, have not been identified

CRITICAL ACCOUNTING ESTIMATES

The preparation of a financial report in conformity with
Australian Accounting Standards requires management to
make judgements, estimates and assumptions that effect the
application of policies and reported amounts of assels and
liabilities, income and expenses

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

THE LOCAL GOVERNMENT REPORTING ENTITY

All funds through which the Gity controls resources to carry

on its functions have been included in the financial statements
forming part of this financial report.

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

All monies held in the Trust Fund are excluded from
the financial statements. A separate statement of those
monies appears at Note 28 to these financial statements
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COUNCIL BRIEFING

8 DECEMBER 2020

AUDIT COMMITTEE MINUTES

1 DECEMBER 2020

CITY OF VINCENT

NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

2. REVENUE AND EXPENSES

REVENUE RECOGHNITION POLICY

Recognition of revenue is dependant on the source of revenue and the associated terms and conditions associated with each source
of revenue and recognised as follows:

When
obligations Allocating Measuring
Nature of goods and typically Returns/Refunds/ Determination of transaction obligations for Timing of revenue
Revenue Category services satisfied Payment terms Warranties transaction price price returns recognition
Rales General Rates Over time Payment dates None Adopted by When taxable  Not applicable When rates notice is
adopted by Council Council annually event occurs issued
during the year
Specified area Rates charge for Overtime  Payment dates Refund in event Adopted by When taxable  Not applicable When rates notice is
rates specific defined purpose adopted by Council  monies are Council annually event occurs issued
during the year unspent
Service charges Charge for specific Overtime  Payment dates Refund in event Adopted by When taxable  Not applicable When rates notice is
service adopted by Council  monies are Council annually event occurs issued
durnng the year unspent
Grant contracts Community events, Over time Fixed terms transfer Contract Set by mutual Based on the Returns Output method based on
with customers minor facilities, of funds based on obligation if agreement with the  progress of limited to project milestones and/or
research, design, agreed milestones project not customer works to match  repaymentof  completion dale matched
planning evaluation and and reporting complete performance transaction to performance
services obligations price of terms  obligations as inputs are
breached shared
Grants, subsidies  Construction or Over time Fixed terms transfer Contract Set by mutual Based on the Returns Output method based on
or contributions acquisition of of funds based on obligation if agreement with the  progress of limited to project milestones and/or
for the recognisable non- agreed milestones project not customer works to match repayment of  completion dale matched
construction of financial assels to be and reporting complete performance transaction to performance
non-financial controlled by the local obligations price of terms  obligations as inputs are
assets government breached shared
Grants with no General approprations Mo Mot applicable Not applicable Cash received On receipt of Not applicable When assels are
contract and contributions with obligations funds controlled
commitments no reciprocal
commitment
Licences/ Building, planning, Single Full payment prior None Sel by Stale Based on No refunds On payment and issue of
Redgistrations/ development and animal  point in to issue legislation or timing of issue the licence, registration or
Approvals management, having time limited by of the approval
the same nature as a legislation to the associated
licence regardiess of cosl of provision nights
namina.
Pool inspections Compliance safety Single Equal proportion None Sel by State Apportioned No refunds After inspection complete
check point in based on an equal legislation equally across based on a 4 year cycle
time annually fee the inspectlion
cycle
Other inspections  Regulatory Food, Health  Single Full payment prior None Sel by Slate Applied fully Not applicable Revenue recognised after
and Safety point in to inspection legislation or on timing of inspection event occurs
time limited by inspection
legislation to the
cost of provision
Waste Kerbside collection Overtime  Payment on an None Adopted by Apportioned Not applicable  Output method based on
management service annual basis in Council annually equally across regular weekly and
collections advance the collection fortnightly period as
period proportionate to collection
service
Wasle Wasle treatment, Single Payment in advance None Adopted by Based on Not applicable  On entry to facility
management recycling and disposal point in at gate or on normal Council annually timing of entry
entry fees sarvice at disposal sites  lime trading terms if to facility
credit provided
Property hire and  Use of halls and Single In full in advance Refund if event Adopted by Based on Returns On entry or at conclusion
entry facilities point in cancelled within Council annually timing of entry  limited to of hire
time 7 days to facility repayment of
transaction
price
Memberships Gym and pool Over time Payment in full in Refund for Adopted by Apportioned Returns Output method Over 12
membership advance unused portion Council annually equally across  limited to months matched to
on application the access repayment of access right
period transaction
price
Fees and charges Library fees, Single Payment in full in None Adopted by Applied fully Not applicable Output method based on
for other goods reinstatements and point in advance Council annually based on provision of service or
and services private works time timing of complation of works
provision
Sale of stock Kiosk and Beatty Park Single In full in advance, Refund for faulty  Adopted by council  Applied fully Returns Output method based on
retail stock point in on 15 day credit goods annually, set by based on limited to goods
time mutual agreement  timing of repayment of
provision transaction
price
Commissions Commissions on Qver time Payment in full on None Sel by mutual On receipt of Not applicable When assels are
licencing and ticket sale agreement with the  funds controlled
sales customer
Reimbursements  Insurance claims Single Payment in arrears  None Set by mutual When claim is  Not applicable When claim is agreed
point in for claimable event agreement with the agreed
time customer

| 10
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COUNCIL BRIEFING

8 DECEMBER 2020

AUDIT COMMITTEE MINUTES

1 DECEMBER 2020

CITY OF VINCENT

NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

FOR THE YEAR ENDED 30 JUNE 2020

2.

(a)

REVENUE AND EXPENSES

Revenue

Grant Revenue

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

Comprehensive Income:

Operating grants, subsidies and contributions
Governance

General purpose funding
Law, order, public safety
Health

Education and welfare
Community amenities
Recreation and culture
Transport

Economic services

Other property and services

Non-operating grants, subsidies and contributions
Law, order, public safety

Recreation and culture

Transport

Total grants, subsidies and contributions

Fees and Charges
Governance

General purpose funding
Law, order, public safety
Health

Education and welfare
Community amenities
Recreation and culture
Transport

Economic services
Other property and services

SIGNIFICANT ACCOUNTING POLICIES

Grants, subsidies and contributions

Operating grants, subsidies and contributions are grants
subsidies or contributions that are not non-operating in nature.

Non-operating grants, subsidies and contributions are amounts
received for the acquisition or construction of recognisable

non-financial assets to be controlled by the local government

2020 2020 2019
Actual Budget Actual
$ $ $
0 0 16,410
1,185,135 562,808 1,088,424
3,559 3,000 3,438
4,841 1,500 2,566
4,000 0 0
313,851 244 497 246,815
430,991 77,055 159,520
24,343 24,500 23,998
2,067 1,550 2,071
41,894 26,459 105,386
2,010,681 941,369 1,648,628
247,286 0 234,510
57,885 0 61,603
1,076,677 1,470,228 1,413,614
1,381,848 1,470,228 1,709,727
3,392,529 2,411,597 3,358,355
798 1,000 640
363,948 375,000 369,294
235,649 161,357 140,193
374,718 359,028 372,216
78,153 95,690 99,940
928,691 963,745 1,113,065
7,034,818 7,120,291 8,837 544
6,252,688 6,250,294 8,082,118
364,268 351,300 305,884
85,168 91,569 94,498
15,718,899 15,769,274 19,415,392

Fees and Charges

Revenue (other than service charges) from the use of facilities
and charges made for local government services, sewerage
rates, rentals, hire charges, fee for service, photocopying
charges, licences, sale of goods or information, fines, penalties

and administration fees
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COUNCIL BRIEFING

8 DECEMBER 2020

AUDIT COMMITTEE MINUTES

1 DECEMBER 2020

2.

(a)

NDED 30 JUNE 2020

REVENUE AND EXPENSES (Continued)
Revenue (Continued)

Contracts with customers and
transfers for recognisable non-financial assets

Revenue from contracts with customers and transfers
to enable the acquisition or construction of recognisable
non-financial assets to be controlled by the City

was recognised during the year for the following nature
or types of goods or services:

Non-operating grants, subsidies and contributions

Transfers intended for acquiring or constructing recognisable non
financial assets included as a contract liability at the start of the period

Other revenue from performance obligations satisfied during the year

Information about receivables, contract assets and contract
liabilities from contracts with customers along with

financial assets and associated liabilities arising from transfers
to enable the acquisition or construction of recognisable

non financial assets is:

Contract liabilities from contracts with customers

Capital grant liabilities from transfers for recognisable non financial assets

2020 2020 2019
Actual Budget Actual
$ $ $

1,381,848 1,470,228 1,709,727
1,381,848 1,470,228 1,709,727

282,726 0 0
1,099,122 1,470,228 1,709,727
1,381,848 1,470,228 1,709,727

368,289 0 0

166,000 0 0

Impairment of assets associated with contracts with customers are detailed at note 2 (b) under 'Other expenditure’.

Contract liabilities for contracts with customers primarily relate to prepayments of membership fees relating to Beatty Park Leisure Centre
and grants with performance obligations received in advance, for which revenue is recognised over time as the performance obligations
are met. Consideration from contracts with customers is included in the transaction price.
Performance obligations in relation to Capital grant liabilities from transfers for recognisable non financial assets are satisfied
as project milestones are met or completion of construction or acquisition of the asset.
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COUNCIL BRIEFING

8 DECEMBER 2020

AUDIT COMMITTEE MINUTES

1 DECEMBER 2020

2.

(a)

30 JUNE 2020

REVENUE AND EXPENSES (Continued)

Revenue (Continued)

Revenue from statutory requirements

Revenue from statutory requirements was recognised during
the year for the following nature or types of goods or services:

General rates

Specified area rates

Service charges

Statutory permits and licences
Fines

Developer contributions

Other revenue
Reimbursements and recoveries
Other

Interest earnings

Municipal funds

Reserve funds

Rates instalment and penalty interest (refer Note 25(c))
Other interest earnings

2020 2020 2019
Actual Budget Actual

$ $ $
35,678,835 35,691,498 34.102,294
0 0 0
0 0 0
164,034 108,168 70,506
1,905,683 1,718,500 2,430,037

0 0

37,748,552 37,518,166 36,602,837
955,392 1,024,542 1,059,543
218,581 215,852 363,096
1,173,973 1,240,394 1,422,639
297,684 250,000 526,802
223,720 200,000 295,189
290,973 295,000 333,867
1,378 3,100 2,817
813,755 748,100 1,158,675
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COUNCIL BRIEFING

8 DECEMBER 2020

AUDIT COMMITTEE MINUTES

1 DECEMBER 2020

CITY OF VINCENT

NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

FOR THE YEAR ENDED 30 JUNE 2020

(b)

SIGNIFICANT ACCOUNTING POLICIES

Interest earnings

Interest income is calculated by applying the effective interest
rate to the gross carrying amount of a financial asset except
for financial assets that subsequently become credit-impaired
For credit-impaired financial assets the effective interest rate
is applied to the net carrying amount of the financial asset

(after deduction of the loss allowance)

. REVENUE AND EXPENSES (Continued)

Expenses

Auditors remuneration
- Audit of the Annual Financial Report

Interest expenses (finance costs)
Borrowings (refer Note 17(b))
Lease liabilities

Other expenditure
Loss allowance on trade and other receivables
Sundry expenses

Interest earnings (Continued)
Interest income is presented as finance income where it is

earned from financial assets that are held for cash management

purposes

2020 2020 2019
Actual Budget Actual
$ $ $
55,000 55,000 55,000
55,000 55,000 55,000
601,738 713,748 938,465
1,128 0 0
602,866 713,748 938,465
76,054 0 538,544
2,872,388 3,477,834 2,993,650
2,948,442 3,477,834 3,532,194

In addition to the credit loss allowance recognition required as per AASB 9, the City has incorporated additional credit risk

associated with the effects of COVID-19 on the local economy.
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COUNCIL BRIEFING 8 DECEMBER 2020

AUDIT COMMITTEE MINUTES 1 DECEMBER 2020

CITY OF VINCENT
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

Restated” Restated"
3. CASH AND CASH EQUIVALENTS NOTE 2020 2019 01-Jul-18

$ $ $
Cash at Bank and on hand 7,539,213 6,969,088 3,256,075
Total cash and cash equivalents 7539213 6,969,088 3,256,075
Comprises:
- Cash and cash equivalents 3,672,333 3,928,000 2,402,836
- Term deposits maturity < 3 months 0 2,200,000 0
- Restricted cash 3,866,880 841,088 853,239

7,539,213 6,969,088 3,256,075
The following restrictions have been imposed by
regulations or other externally imposed requirements:
Reserves - cash backed 3,332,590 87,104 0
Unspent grants/contributions 0 753,984 853,239
Contract liabilities from contracts with customers 14 368,289 0 0
Capital grant liabilities from transfers for recognisable
non financial assets 14 166,000 0 0
Total restricted cash and cash equivalents 3,866,880 841,088 853,239
SIGNIFICANT ACCOUNTING POLICIES
Cash and cash equivalents Restricted assets
Cash and cash equivalents include cash on hand, cash at bank Restricted asset balances are not available for general use by
deposits available on demand with banks and other short term the local government due to externally imposed restrictions
highly liquid investments with original maturities of three months Externally imposed restrictions are specified in an agreement,
or less that are readily convertible to known amounts of cash contract or legislation. This applies to reserves, unspent grants,
and which are subject to an insignificant risk of changes in value subsidies and contributions and unspent loans that have not been
and bank overdrafts. Bank overdrafts are reported as short term fully expended in the manner specified by the contributor,
borrowings in current liabilities in the statement of financial legislation or loan agreement
position

| 15
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COUNCIL BRIEFING 8 DECEMBER 2020

AUDIT COMMITTEE MINUTES 1 DECEMBER 2020

CITY OF VINCENT
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

Restated” Restated*
4. OTHER FINANCIAL ASSETS 2020 2019 01-Jul-18
$ $ $
(a) Current assets
Financial assets at fair value through profit and loss
Shares in unlisted corporation - North Perth Community
Financial Services Ltd 11,000 11,000 11,000
11,000 11,000 11,000

Other financial assets at amortised cost
- Financial assets at amortised cost - term deposits 30(a) 12,643,934 17,995,781 17,609,944
(Maturity > 3 months)

Comprises:
Unrestricted Term deposits - Municipal 5,000,000 5,500,000 7,000,000
Restricted Term deposits - Reserves 7,643,934 12,495,781 10,609 944
12,643,934 17,995,781 17,609,944
(b) Non-current assets
Financial assets at fair value through profit and loss
Investment in Local Government House Trust 35,611 35,034 30,933
35,611 35,034 30,933
SIGNIFICANT ACCOUNTING POLICIES
Other financial assets at amortised cost
The City classifies financial assets at amortised cost if both of the
following criteria are met:
the asset is held within a business model whose objective is to collect
the contractual cash flows, and
the contractual terms give rise to cash flows that are solely payments
of principal and interest
Financial assets at fair value through profit and loss
The City classifies the following financial assets at fair value through profit
and loss
debt investments which do not qualify for measurement at either
amortised cost or fair value through other comprehensive income.
- equity investments which the City has not elected to recognise
fair value gains and losses through other comprehensive income
Impairment and risk
Information regarding impairment and exposure to risk can be found at
Note 27.
16
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COUNCIL BRIEFING

8 DECEMBER 2020

AUDIT COMMITTEE MINUTES

1 DECEMBER 2020

CITY OF VINCENT

NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

5. RESERVES
(@)  Adminstration Centre Reserve
(b)  Asset Sustainability Resarve
(&) Beatty Park Lesure Cantie Resarve
(d) Capital Reserve
(@)  Cash In Lieu Parking Reserve
in 246 Vincent Street Bulkdng Reserve
(@)  Electronc Equpment Resarve
(h)  Hyde Park Lake Reserve
(0] Land and Bulding Acquisition Reserve
Uy Leedenille Oval Reserve
(k)  Leederville Tennis Reserve
n ILoftus Community Centre Reserve
{m) Loftus Recreabon Centre Resarve
in) North Perth Tennis Resene
(o)  Parking Faciy and Equpment Reserve
(p)  Percent for Art Reserve
(g)  Plant and Equipment Reserve
ir) Slate Gymnashcs Centre Reserve
is) Waste R
1] Tamala Park Land Sales Resarve
(u)  Underground Power Reserve
(v}  Wasle Managemant Plant and Equipmaent Resarve

2020 2020 2020 2020 2020 2020 2020 2020 2019 2019 2019 2019
Actual Actual Actual Actual Budget Budget Budget Budget Actual Actual Actual Actual
Opening Transfer Transfer Closing Opening Transfer Transfer Closing Opening Transfer Transfer Closing
Balance to {from) Balance Balance to {from) Balance Balance to ifrom) Balance
5 $ ] $ $ $ $ $ $ $ $ $
0 0 L] o 0 o 0 0 363 1 (364) [
4,135,364 1,532,182 (374,349) 5203197 4,198 844 1,516,860 {374,349) 5,341,355 3,806,230 768,108 (528.974) 4,135,364
99,246 1972 0 101,218 99,278 1,927 0 101,205 149,681 4 565 {55,000) 99,246
0 0 0 o 0 o ] 0 7671 17 (7 6&8) 0
1,867 058 58233 0 1,926,192 1,846,678 62,068 0 1,900,646 1,688 491 193128 (13,660) 1,867,959
421,187 8,149 (28,180) 401,156 445,105 7,196 (28,181) 424,120 536,594 14,122 (129,529) 421,187
0 0 0 o 0 0 0 0 54,004 119 54,123) 0
156,166 3,103 U] 159,260 156,142 3,030 [i] 159,172 152,168 3.908 i} 156,166
291 677 5,794 0 207 471 291,632 5,658 1] 297290 284,213 7464 ] 201 677
164,016 60,053 (130,000) 94,069 163,981 59,181 {130,000) 93,162 222 530 5842 (64,356) 164,016
0 0 ] o ] 0 0 o 3024 14,665 (17 ,689) 0
31,481 5420 0 36,901 31,475 5,350 0 36,834 24 544 6,937 0 31,481
118,201 53234 ] 171,525 117,941 54,152 [i] 172,003 58631 50,660 i} 118,201
] o o o o o 1] o 47,925 1,489 {49.414) 1]
103,550 2,057 o 105,607 103,535 2,009 1] 105,544 100,899 2651 0 103,550
200,000 288 867 [} 488 867 200,000 327 580 {525 ,600) 1,980 0 200,000 0 200,000
188,734 3,749 (170.000) 22 483 188,701 3,562 (170,000) 22263 210,436 5525 (27.227) 188,734
102,201 7,906 [} 110,197 102,852 7,553 0 110,205 B3T57 18,444 0 102,201
21,965 975,506 0 997 471 21,962 974,202 0 996,164 21,402 563 ] 21,965
4250 422 208918 (4,217.436) 340,902 4258 875 300,218 (4217 436) 341,657 3,478,572 T80 850 0 4,250,422
205,961 4,000 0 210,051 205,930 3,995 0 209,925 200,690 521 0 205,961
215,665 4,284 0 219,949 215,632 4,184 0 219,816 210,145 5,520 0 215,665
12,582 885 3313605 (4919965 10976525 12,648,363 3330634 (5445566) 10,542,430 11,431.870  2,098930 (948,024) 12,582 885
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COUNCIL BRIEFING

8 DECEMBER 2020

AUDIT COMMITTEE MINUTES

1 DECEMBER 2020

CITY OF VINCENT
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

5. RESERVES - CASH BACKED (CONTINUED)

n

with Council

(@)
(b)
()

(d)
(@)

in

{g)

(h)
(0]

]
(k)

U]
(m})

(n)

(o)

P

(a)
0]
(s}

(U}
fu)
)

Name of Reserve
Administration Centre Reserve

Asset Sustainability Raserve
Beatty Park Lesura Contre Resare

Capital Reserve
Cash In Lieu Parking Reserve

246 Vincant Street Buldng Rasarve
Electronsc Equipment Reserve

Hyde Park Lake Reserve

Land and Bulding Acquisition Resarve

Leedenville Oval Reserve
Leaderville Tannis Resarve

LLoftus Community Centre Reserve
Loftus Recreation Centre Reserve
Noath Perth Tenns Reserve

[Parking Facilly and Equpment Reserve

Parcant for Art Resarve

Plant and Equipment Reserve
State Gymnastcs Centre Resarve
Waste

Tamala Park Land Sales Resarve
Underground Power Reserve
Wasle Management Plant and Equipment Resene

Anticipated
date of use
Ongoing
Ongoing
Ongoing

Ongoing
QOngeing

Ongoing
Ongoing
Ongoing
Ongoing
Ongoing
Ongoing
Ongoing

Ongoing

Ongoing

Ongoing

Ongoing
Ongoing
Ongong

Ongoing
Ongoing
Ongoing

in reslation lo each reserve account, the purpose for which the reserves are sel aside and their anticipated dale of use are as follows.

Purpose of the reserve
For providing for major renovation, maintenance, repairs and replacement of the fodures and fitings associated with the City's Administration and Civic Centre

For assisting Council in funding its long term asset management objectives and provide a means fo spread the cost of intergenerational assets over multiple years.

For the major upgrade and redevelopmaent of the Beatty Park Letsure Cenltre g the or p of major plant, equipment, fodures and fitlings.
For future major capital works and projects.

Thes reserve is established from payment of cash-in-bieu of car parking from development apphcants and is lo be used for providing and/or upgrading exsting and
proposed Transport infrastructure as defined in the City's Parking and Access Policy 7.7.1

For major bulding upgrade, , repairs, tion and of floon 0, ftures and filtings associated with the new Office Building and Land

For the replacement and major upgrade of electronic equipment ncluding, but nol mited to compuler hardware and software, informalien technology and communication
equpmaent

For works. ted with the tigation, ma: 3 works and the 1of the Hyde Park Lakes and surrounds.

To ensure that proceeds of real assels disposed of are restncted o purchase other land and buildings for civic punposes.

For the works associated with the mainfenance, repairs, upgrade and replacement of Leadervillie Oval builkdings, fdures, fittngs and associated kand

For the upgrade, renewal and replacement of the waler bore and/or pump al the Leadenille tennis courts, with funds contnbuted by the Lesses in accordance wilth the
Spacial Condition - Sinking Fund provision of the Lease

This reserve is for the of capital impi ws, major items of plant and equipment or renewal and modifications to the Centre

This reserve is for the purpose of capital mprovements, including replacing major items of plant and equipment or renewal and modifications to the Centre.

For the upgrade, renewal and replacement of the North Perth lennis courts, with funds contributed by the Lessee in accordance with the Special Condition - Sinking Fund
provision of the Lease

This reserve is for the purchase and replacement of parking licket provisson and
|pathways and associated infrastructure to access parking areas and associalad works.

nl of parking systems, security bghling, improved

This reserve is funded from payment of public art contributions from development apphicants and s 1o be used for the acquisition and provision of Public Art and
associabed infrastructure.

For the purchase of replacemant plant and equipment associaled with City's works
Thes reserve is for the purpose of capital imp s, including replacing major items of plant and equipment of renewal and modifications lo the Cantra

) and of integrated waste iprogi and 3 0 ¥ waste and costs with
tha redevolopmant of Lot 118 Tamala Park)
For future significant/major capital works, nfrastructure, project or debt reduction programme for the benefit of the City
For the punpose of fundng the City's contribution to approved underground power projects.
For the purpose of ) plant and it with the City's wasbe Tl i,

and recychng
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COUNCIL BRIEFING 8 DECEMBER 2020

AUDIT COMMITTEE MINUTES 1 DECEMBER 2020

CITY OF VINCENT
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

6. TRADE AND OTHER RECEIVABLES 2020 2019
$ $
Current
Rates outstanding 661,370 648,084
Sundry debtors 620,700 454 133
Allowance for impairment of receivables (194,671) (155,806)
GST receivable 389,066 286,118
Infringement Debtors 1,710,343 1,787,271
Allowance for impairment of infringement debtors (181,311) (186,666)
3,005,497 2,833,134
Non-current
Rates outstanding 405,356 0
Rates outstanding - pensioners 145187 133,768
Infringement Debtors 971,183 971,183
Allowance for impairment of infringement debtors (238,616) {196,072)
1,283,110 908,879

SIGNIFICANT ACCOUNTING POLICIES

Trade and other receivables

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

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

Impairment and risk exposure

Information about the impairment of trade receivables
and their exposure to credit risk and interest rate risk
can be found in Note 27

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

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

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

| 19
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COUNCIL BRIEFING 8 DECEMBER 2020

AUDIT COMMITTEE MINUTES 1 DECEMBER 2020

CITY OF VINCENT
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

7. INVENTORIES 2020 2019
$ $
Current
Depot 82,205 72,740
Beatty Park Leisure Centre 103,269 102,468
185,474 175,208

Non-current

Land held for resale - cost

Land held for development (TPRC) 0 105,822
0 105,822

The following movements in inventories occurred during the

year:
Carrying amount at 1 July 281,030 277,931
Inventories expensed during the year (107,196) 0
Additions/(Disposals) to inventory 11,640 3,099
Carrying amount at 30 June 185,474 281,030

SIGNIFICANT ACCOUNTING POLICIES

General
Inventories are measured at the lower of cost and net

realisable value

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

Land held for resale
Land held for development and resale is valued at the
lower of cost and net realisable value. Cost includes the

Land held for resale (Continued)
Borrowing coslts and holding charges incurred after

development is completed are expensed

Gains and losses are recognised In profit or loss at

the time of signing an unconditional contract of sale if
significant risks and rewards, and effective control over
the land, are passed onto the buyer at this point

Land held for resale is classified as current except
where it is held as non-current based on the Council's
intentions to release for sale

cost of acquisition, development, borrowing costs and
holding costs until completion of development

(o]

o
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COUNCIL BRIEFING

8 DECEMBER 2020

AUDIT COMMITTEE MINUTES

1 DECEMBER 2020

NOTES T ORMING PART OF THE FINANCIA

FOR THE

8. OTHER ASSETS

Other assets - current
Deposits and Prepayments
Accrued Income

Assets classified as held for sale
Land - freehold

Land classified as held for sale

2020 2019
$ $
272,632 791,942
291,267 367,066
563,899 1,159,008
748,738 0
748,738 0

During the year Council has earmarked to dispose off two parcels of freehold land located at 150 Charles Street
and 202 Vincent Street. Council has approved the sale of these parcels of land in April 2020.

SIGNIFICANT ACCOUNTING POLICIES
Other current assets
Other

non

Non-current assets held for sale

as held for sale where

e for

bable

rcovered through a sale rather

Non-current assets held for sale (Continued)

MNon-current assels classified

at the lower of the carmying

coslis to se

he fair value of the land wa:

using the sa

p arties in area

per the fair value heir

1 approach L

avel 2
ut in Note

s held for sale are valued

ount and fair value less

mined in 2017
rable

h)
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COUNCIL BRIEFING

8 DECEMBER 2020

AUDIT COMMITTEE MINUTES

1 DECEMBER 2020

CITY OF VINCENT

NOTES TO AND FORMING PART OF THE

FOR THE YEAR ENDED 30 JUNE 2020

9. PROPERTY, PLANT AND EQUIPMENT

{a) Movements in Carrying Amounts

FINANCIAL REPORT

Movement in the camying amounts of each class of property, plani and equig the and the end of the current fmancial year
Please refer 1o Note 15 for Right of Usa Assals
Land - freehold Total land and Furniture and Plant and PPE - Work in Total property, plant
land Total land Buildings* Total buildings buildings equipment equipment Progress and equipment
s $ $ $ § $ § § $
Restated Balance at 1 July 2018° 128,067 500 128,067,500 158,776,540 158,776,540 286 844 040 1445427 5,007 619 726,044 294,113,129
Addbions 0 0 1,682 807 1,682 807 1,682,807 101,500 1.019.105 263,024 3,066,526
(Disposals) 0 0 0 0 ] 0 (92,033) 0 (92,033)
Expensed 1] 0 0 ] 1] (187 208) (14,287) i} (201 ,485)
Depreciabion (expansa) 1] 1] (6,141,829) (6,141,829) {6,141 820) (430 538) {1,107 445) [V} (7.679.810)
Transfer o Expense 0 0 0 0 0 0 0 0 0
Transfers 0 0 726,044 726,044 726,044 0 0 (726,044) 0
Carrying amount at 30 June 2019 128,067 500 128,067,500 155,043,562 155,043,562 283,111,062 929,273 4,902,959 263,024 28920617
Comprises
Gross camyng amount at 30 June 2019 128,067 500 128 067,500 237 285255 237 285255 365,352 755 4,180,064 11.299.021 263,024 381,094 864
Accumulated depreciation at 30 June 2019 ) 0 (B82.241.693) (B2.241,693) (82.241,693) (3,250,791) 16,396,063) 0 (51,888,547)
Carrying amount at 30 June 2019 128,067 500 128 067,500 155,043 562 155,043 562 283,111,062 929273 4,902 958 263,024 289206317
Additions (1] 0 2,147 4T0 2,147 4T0 2,147 ATO 74,831 2227874 310,360 4,760,635
(Disposals) 0 0 o 0 o 0 (379,504) 0 (379,504)
Fixed assets written off 0 0 0 0 1] (45,150) (245674) L] (290,824)
increments / (di s) d lo
revaluaton surplus (79,000) (79,000) (1] o (79,000) 1] 835,033 1] 756,033
Depreciation (expense) 0 0 (6,527 986) (6,527 986) (6,527 986) (314 272) (1,186,211) 0 (8,028 ,4689)
Transfer o Expanse (] 0 0 1] 0 0 (i} 0 0
Transfer 1o Other Current Assels (Assets held for sala) (748,738) (748,738) 0 0 (748,738) 0 (1] 0 (748,738)
Transfers 0 0 217,047 217,047 217,047 18,006 0 (235,053) 0
Carrying amount at 30 June 2020 127230762 127 239,762 150,880,093 150,880,093 278,119,855 662,788 6,154 476 338,331 285275450
Comprises
Gross camying amount at 30 June 2020 127,239,762 127.239,762 239,649,772 239 649,772 366,889, 534 4,002,681 11,805.243 338,331 383,035,789
Accumulated depreciaton at 30 June 2020 o 0 (B8, 769 679) (B8, 769,679) (88,769,679) (3,339,893) {5,650,767) 0 {97,760,338)
Carrying amount at 30 June 2020 127,230,762 127,239,762 150,880,093 150,880,003 278,119,855 662,788 6,154,476 338,331 285275450

*Please refer lo Nole 30(d)for prior year adjusimenis
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COUNCIL BRIEFING

8 DECEMBER 2020

AUDIT COMMITTEE MINUTES

1 DECEMBER 2020

9. PROPERTY. PLANT AND EQUIPMENT (Continued)

(b) Fair Value Measurements

Fair Value Basis of Date of Last
Asset Class Hierarchy Valuation Technique Valuation Valuation Inputs Used
Land and buildings
Land - freehold land 2 Market Approach Indepandant June 2017 Price per square metre
WValuation
Estimates of useful ife, pattern of consumption,
In nden n n, n | val nd relationshi hi
Buildings 23 Cost and Market Approach dependent June 2017 assel condition, residual value and relationship to the
Valuation assessad remaining service potential of the
depreciable amount.
Management Purchase costs and current condition, residual
Furniture and equipment 3 Cost Approach 9 June 2020 .
valuation wvalues and remaining useful life assessment inpuls
Independent Market price per item - Heavy and Light fleet
" 2 \ e o
Plant and equipment 213 Cosl and Market Approach Valuation June 2020 Costapproach - Tickel mechines
Level 3 inputs are based on assumptions with regards to fulure values and patterns of consumplion ulilising current information. If the basis of these assumptions were vared,

they have the potential lo resull in a significantly higher or lower fair value measurement

During the period there were no changes in the valuation technigues used by the local government lo determine the fair value of property, plant and equipment using either

level 2 or level 3 inpuls

Following a change to Local Government (Financial Management) Regulation 17A, plant and equipment lype assets (being plant and equipment and furniture and equipment)
are lo be measured under the cost model, rather than at fair value. This change is effective from 1 July 2019 and represents a change in accounting policy.

However, this will be appled from 2020/21 onwards because the City had already completed the revaluation exercise and it was d

date of change

d fair value ap tes cosl at the
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COUNCIL BRIEFING 8 DECEMBER 2020

AUDIT COMMITTEE MINUTES 1 DECEMBER 2020

10. INFRASTRUCTURE

(a) Movements in Carrying Amounts

Movement in the carrying amounts of each class of infrastructure between the beginning and the end of the current financial year.

Infrastructure - Other
Infrastructure - Infrastructure - Infrastructure - Infrastructure - Infrastructure - Car Park Infrastructure Infrastructure Work Total
Roads Foothpaths Right of Way Drainage Park Development Development Assets In Progress Infrastructure
$ $ $ $ $ $ $ $ $

Balance at 1 July 2018 109,871,059 19,990,869 8,653,871 17,275,336 11,231,537 3,442 379 7,597,381 1,664,612 179,727,045
Additions 2,388,509 978,726 59 869 139,989 874,125 317,108 244 629 190,930 5,193,886
Expensed 0 0 0 0 0 0 (68,834) 0 (68,834)
Transfer to Expense 0 0 0 0 0 0 0 (28,579) (28,579)
Depreciation (expense) (2,920,926) (659,524) (208,982) (239,935) (915,122) (218,441) (529,622) 0 (5,692,552)
Transfers 295,683 1,301,979 0 0 34,980 1,200 0 (1,633,842) 0
Carrying amount at 30 June 2019 109,634,325 21,612,001 8,504,758 17,175,380 11,225,520 3,042,246 7,243,554 193121 179,130,965
Comprises:

Gross carrying amount at 30 June 2019 143,655,818 32,361,657 11,403,396 29,042 647 16,890,362 8,415,321 13,945,235 193,121 255,907,557
Accumulated depreciation at 30 June 2019 (34,021,493) (10,749,606) (2,898,638) (11,867,257) (5,664,842) (4,873,075) (6,701,681) 0 (76,776,592)
Carrying amount at 30 June 2019 109,634,325 21,612,051 8,504,758 17,175,390 11,225,520 3,542 246 7,243,554 193,121 179,130,965
Additions 1,968,723 245413 58,648 134,342 687,314 180,058 702,389 759,680 4,736,567
Depreciation (expense) (2,991,904) (713,111) (205,467) (238,846) (886,724) (279,463) (544,316) 0 (5,859,831)
Transfer to Expense 0 0 0 0 0 (1,113) 0 0 (1,113)
Transfers 2,191 0 0 0 43,540 0 0 (45,731) 0
Carrying amount at 30 June 2020 108,613,335 21,144,353 8,357,939 17,070,886 11,069,650 3441728 7.401.627 907,070 178,006,588
Comprises:

Gross carrying amount at 30 June 2020 145,626,731 32,607,069 11,462,044 29,176,989 17,621,216 8,594,139 14,647 623 907,070 260,642,881
Accumulated depreciation at 30 June 2020 (37,013,396) (11,462,716) (3,104,105) (12,106,103) (6,551,566) (5,152,411) (7,245,996) 0 (82,636,293)
Carrying amount at 30 June 2020 108,613,335 21,144 353 8,357,939 17,070,886 11,069,650 3,441,728 7,401,627 Q07,070 178,006,588
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COUNCIL BRIEFING

8 DECEMBER 2020

AUDIT COMMITTEE MINUTES

1 DECEMBER 2020

10. INFRASTRUCTURE (Continued)

(b) Fair Value Measurements

Asset Class

Fair Value
Hierarchy

Valuation Technique

Basis of Valuation

Date of Last
Valuation

Inputs Used

Infrastructure - Roads

Infrastructure - Foothpaths

Infrastructure - Right of Way

Infrastructure - Drainage

Infrastructure - Park Development

Infrastructure - Car Park Development

Other Infrastructure Assets

Measurements based on
unobservable inputs for the asset
of liability.

Measurements based on
unobservable inputs for the asset
of liability.

Measurements based on
unobservable inputs for the asset
of liability.

Measurements based on
unobservable inputs for the asset
of liability.

Measurements based on
unobservable inputs for the asset
of liability.

Measurements based on
unobservable inputs for the asset
of liability.

Measurements based on
unobservable inputs for the asset
of liability.

Independent Valuation

Independent Valuation

Independent Valuation

Independent Valuation

Independent Valuation

Independent Valuation

Independent Valuation

June 2018

June 2018

June 2018

June 2018

June 2018

June 2018

June 2018

Residual Value and useful life estimates - Level 3

Residual Value and useful life estimates - Level 3

Residual Value and useful life estimates - Level 3

Residual Value and useful life estimates - Level 3

Residual Value and useful life estimates - Level 3

Residual Value and useful life estimates - Level 3

Residual Value and useful life estimates - Level 3

Level 3 inputs are based on assumptions with regards to future values and patterns of consumption utilising current information. If the basis of these assumptions were varied, they
have the potential to result in a significantly higher or lower fair value measurement.

During the period there were no changes in the valuation techniques used to determine the fair value of infrastructure using level 3 inputs.
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COUNCIL BRIEFING

8 DECEMBER 2020

AUDIT COMMITTEE MINUTES
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CITY OF VINCENT
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

11. PROPERTY, PLANT AND EQUIPMENT AND INFRASTRUCTURE

SIGNIFICANT ACCOUNTING POLICIES

Fixed assets

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

Initial recognition and measurement between

mandatory revaluation dates

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

Where multiple individual low value assets are purchased together
as part of a larger asset or collectively forming a larger asset
exceeding the threshold, the individual assets are recognised as
one asset and capitalised.

In relation to this initial measurement, cost is determined as the fair
value of the assets given as consideration plus costs incidental to
the acquisition. For assets acquired at no cost or for nominal
consideration, cost is determined as fair value at the date of
acquisition. The cost of non-current assets constructed by the

City includes the cost of all materials used in construction, direct
labour on the project and an appropriate proportion of variable and
fixed overheads.

Individual assets acquired between initial recognition and the next
revaluation of the asset class in accordance with the mandatory
measurement framework, are recognised at cost and disclosed as
being at fair value as management believes cost approximates
fair value. They are subject to subsequent revaluation at the

next anniversary date in accordance with the mandatory
measurement framework.

Revaluation

The fair value of fixed assets is determined at least once every three
to five years in accordance with the regulatory framework, or when
Council is of the opinion that the fair value of an asset is materially
different from its carrying amount. At the end of each period the
valuation is reviewed and where appropriate the fair value is updated
to reflect current market conditions. This process is considered to

be in accordance with Local Government (Financial Management)
Regulation 17A (2) which requires property, plant and equipment

to be shown at fair value.

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

AUSTRALIAN ACCOUNTING STANDARDS - INCONSISTENCY
Land under control

In accordance with Local Government (Financial Management)
Regulation 16(a)(ii), the City was required to include as an asset
(by 30 June 2013), Crown Land operated by the local government
as a golf course, showground, racecourse or other sporting or
recreational facility of State or Regional significance.

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

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

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

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

Whilst such treatment is inconsistent with the requirements of
AASB 1051, Local Government (Financial Management)

Regulation 4(2) provides, in the event of such an inconsistency,

the Local Government (Financial Management) Regulations prevail.
Consequently, any land under roads acquired on or after 1 July
2008 was not included as an asset of the City.

Land under roads from 1 July 2019

As a result of amendments to the Local Government (Financial
Management) Regulations 1996, effective from 1 July 2019, vested
land, including land under roads, are treated as right-of-use

assets measured at zero cost. Therefore, the previous inconsistency
with AASB 1051 in respect of non-recognition of land under roads
acquired on or after 1 July 2008 has been removed, even though
measurement at zero cost means that land under roads is still not
included in the statement of financial position.

The City was not impacted by this change.

Vested improvements from 1 July 2019

The measurement of vested improvements at fair value in accordance
with Local Government (Financial Management) Regulation 17A(2)(iv)
is a departure from AASBE 16 which would have required the City to
measure the vested improvements as part of the related right-of-use
assets at zero cost.

Refer to Note 15 that details the significant accounting policies applying
to leases (including right of use assets).
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COUNCIL BRIEFING

8 DECEMBER 2020

AUDIT COMMITTEE MINUTES

1 DECEMBER 2020

11. PROPERTY, PLANT AND EQUIPMENT AND INFRASTRUCTURE

The following assels were disposed of dunng the year

) Plant and Equipment

Governance

General Administration
Law, order, public safety
Health

Education and wellare
Housing

Community amenities
Recreation and culture
Transport

Economic services
Other property and services

2020 2020 2020 2020 2019 2019
Actual Actual 2020 2020 Budget Budget 2020 2020 Actual Actual 2019
Net Book Sale Actual Actual MNet Book Sale Budget Budget NetBook Sale Actual
Value Proceeds Profit Loss Value Proceeds Profit Loss Value Proceeds Profit
$ $ $ $ $ H $ $ $ $ $
1] 1] (1] (1] 0 0 1] 0 32 697 26418 0 (6.,279)
6,141 34,427 28,288 1] o 1] 1] 0 1] 19,145 19,146 0
5212 48,127 42,915 1] 11,698 51499 39801 0 1,392 26,349 24 957 0
165,933 102,849 14,033 (77,119) 48671 56,170 7,499 o 0 0 0 0
(1] [i] (1] (1] (i} 1] [i] 0 1,408 52518 51,110 0
o 0 0 0
9,106 24,427 15,321 0 3,305 9500 6,195 0 0 ] 0 0
o (1] o o 0 0 o 0 6449 29,885 23436 0
o (1] 0 0 15,269 14,500 o (769) 0 0 0 0
(] o (1] 0 5120 13,000 787 0 12,390 ] 0 (12,390)
193,112 354816 170,944 (9,240) 436,855 410,331 179,810 (206,343) 37,697 176216 138519 0
379,504 564,646 271,501  (86,359) 520,927 555,000 241,185 (207,112) 92,033 330531 257,168 (18,669)
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8 DECEMBER 2020

AUDIT COMMITTEE MINUTES

1 DECEMBER 2020

11. PROPERTY, PLANT AND EQUIPMENT AND INFRASTRUCTURE (Continued)

(b) Fixed assets written off

The following assets were written off during the year

2020 2020 2019 2019
Actual Actual 2020 2020 Actual Actual 2019 2019
Net Book Sale Actual Actual Net Book Sale Actual Actual
Value Proceeds Profit Loss Value Proceeds Profit Loss
Furniture, Plant and Equipment $ $ $ $ $ § H §
Education and Welfare 0 0 (1] (1] 4,176 0 0 (4176)
Governance 0 0 0 1] 1,708 0 0 (1,708)
Law Order and Public Salely 0 0 0 0 0 0 0 0
Other Property and Services 1] 1] (1] [1] 10,005 0 0 (10,005)
Economic Services 50,427 0 0 (59,427) 134,413 0 0 (134,413)
Recreation and Culture 29,491 0 0 (20,491) 50,175 0 0 (50,175)
Transport 201,905 0 0 (201,905) 1,018 0 0 (1.018)
290,823 0 0 (290.823) 201,495 0 0 (201,495)
Infrastructure
Community Amenities 1] 1] (1] (1] 65,730 0 0 (B5,739)
Recreation and Cullure 0 0 0 1] 3,005 0 0 (3,095)
Transporn 0 0 0 1] 0 0 0 0
Other Properly Services 1] 0 0 0 0 0 1] 0
0 0 0 0 68,834 0 0 (68,834)
Total expensed 290,823 0 0 (290,823) 270,329 0 0 (270,329)

The assels above have bean written off as part of the assel venfication exercise undertaken as part of the revaluation

axercise of Plant, Furniture and equipment
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COUNCIL BRIEFING 8 DECEMBER 2020

AUDIT COMMITTEE MINUTES 1 DECEMBER 2020

CITY OF VINCENT
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

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

Restated”
(c) Depreciation 2020 2020 2019
Actual Budget Actual
$ $ $
Buildings 6,527,986 4,381,662 6,141,829
Furniture and equipment 314,272 430,030 430,536
Plant and equipment 1,186,211 1,099617 1,107,445
Infrastructure - Roads 2,991,904 2,947,104 2,920,926
Infrastructure - Foothpaths 713,111 711,622 659,524
Infrastructure - Right of Way 205,467 205,467 208,982
Infrastructure - Drainage 238,846 240,000 239,935
Infrastructure - Park Development 886,724 902,000 915,122
Infrastructure - Car Park Development 279,463 265,000 218,441
Other Infrastructure Assets 544 316 535,000 529,622
Right of Use Assets - Plant and Equipment 29,601 0 0

13,917,901 11,717,502 13,372,362

SIGNIFICANT ACCOUNTING POLICIES

Depreciation Depreciation (Continued)
The depreciable amount of all fixed assets including buildings When an item of property, plant and equipment is
but excluding freehold land and vested land, are depreciated revalued, any accumulated depreciation at the date of
on a straight-line basis over the individual asset's useful life the revaluation is treated in one of the following ways
from the time the asset is held ready for use. Leasehold
improvements are depreciated over the shorter of either the (a) The gross carrying amount is adjusted in a manner
unexpired period of the lease or the estimated useful life of that is consistent with the revaluation of the carrying
the improvements. amount of the asset. For example, the gross carrying
amount may be restated by reference to observable
The assets residual values and useful lives are reviewed, and market data or it may be restated proportionately to the
adjusted if appropriate, at the end of each reporting period change in the carrying amount. The accumulated
depreciation al the date of the revaluation is adjusted
An asset's carrying amount is written down immediately to its to equal the difference between the gross carrying
recoverable amount if the asset's carrying amount is greater amount and the carrying amount of the asset after
than its estimated recoverable amount. taking into account accumulated impairment losses; or
Gains and losses on disposals are determined by (b) Eliminated against the gross carrying amount of the
comparing proceeds with the carrying amount. These asset and the net amount restated to the revalued
gains and losses are included in the statement of amount of the asset.

comprehensive income in the period in which they arise

Depreciation rates
Typical estimated useful lives for the different asset classes
for the current and prior years are included in the table below:

Asset Class Useful life
Buildings 15 to 80 years
Furniture and equipment 3 to 20 years
Plant and equipment 3 to 30 years
Sealed roads and streets

Subgrade structure not depreciated

Formation not depreciated

Pavement 60 to 120 years

Seal

bituminous seals 20 years
asphalt surfaces 30 years

Footpaths 5 to 50 years
Water supply and Drainage systems 30 to 120 years
Car park infrastructure

Subgrade structure not depreciated

Other infrastructure 10 to 60 years
Parks infrastructure

Reticulation 30 years

Parks other infrastructure 7 to 80 years
Right of use Asset (plant and equipment) 3 years

| 29
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COUNCIL BRIEFING 8 DECEMBER 2020

AUDIT COMMITTEE MINUTES 1 DECEMBER 2020

CITY OF VINCENT
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

12. REVALUATION SURPLUS Restated" Restated Restated Restated
2020 2020 2020 Total 2020 2019 2019 Tetal 2019
Opening Revaluation Revaluation Movement on Closing Opening Revaluation Movement on Closing
Balance Increment (Decrement) Rewvaluation Balance Balance Increment  Revaluation Balance
$ $ $ $ $ $ $ $ $
Revaluation surplus - Land - freehold land 125,380,529 (i} (79,000) (79,000) 125,301,528 125,380,529 0 0 125,380,529
Revaluation surplus - Buildings 115,951 868 0 o 0 115,951,868 115951 868 0 0 115,951 868
Revaluation surplus - Furnilure and equipment 206,609 0 1] 0 206,609 206,609 0 0 206,609
Revaluation surplus - Plant and equipment 2,113,335 835,033 0 835,033 2,948,368 2,113,335 0 0 2,113,335
Revaluation surplus - Joint Arrangement in Mindane Regional Council 2,203,396 1] {170,352) (170,352) 2,123,044 2,292 138 1,258 1,258 2,293 396
Revaluation surplus - Joint Arrangement in Tamala Park Regional Council 529 0 0 0 529 529 0 0 529
Revaluation surplus - infrastructure - Roads 81,580,765 1} 0 0 81,580,765 81,580,765 0 0 81,580,765
R surplus - ture - Foothpaths 12,870,701 0 0 0 12,870,701 12,870,701 0 0 12,870,701
Revaluation surplus - Infrastructure - Right of Way 5,142 685 0 0 0 5,142 685 5,142 685 0 0 5,142 685
Revaluation surplus - Infrastructure - Drainage 3,073,843 (1] 1] 0 3,073,843 3,073,843 0 0 3,073,843
Revaluation surplus - Other Infrastructure Assets 2,607 101 0 0 0 2,607,101 2,607 101 0 2,607 101
351,221,361 835,033 (249,352) 585,681 351,807,042 351,220,103 1,258 1,258 351,221,361
* Refer to Note 30(c) for prior year adjustements relating to Mindarie Regional Council
Movements on revaluation of property, plant and equipment (including infrastructure) are not able to be reliably attributed to a program as the assels were revalued by class as provided for by AASB 116 Aus 40.1.
30
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COUNCIL BRIEFING

8 DECEMBER 2020

AUDIT COMMITTEE MINUTES

1 DECEMBER 2020

13. TRADE AND OTHER PAYABLES

Current

Sundry creditors

Prepaid Rates

Accrued Expenses
Contribution Liabilities - Bonds

SIGNIFICANT ACCOUNTING POLICIES

ables

Trade and other p

2020 201

$ $
3,430,516 3,387 896
308,532 0
1,441 561 1,507 948
1,431,872 2,305,042
6,702,481 1,200,886

Prepaid rates
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COUNCIL BRIEFING 8 DECEMBER 2020

AUDIT COMMITTEE MINUTES 1 DECEMBER 2020

14, CONTRACT & CAPITAL GRANT LIABILITIES

2020 2019
$ $
Current
Contract liabilities from contracls with customers - Rates paid in advance ] ]
Contract liabilities from contracts with customers 368,289 0
Capital grant liabilities from transfers for recognisable non financial assets 166,000 0
534,289 o
Performance obligations from contracts with custemers are expected to
be recognised as revenue in accordance with the following time bands
Less than 1 year 534 289
SIGNIFICANT ACCOUNTING POLICIES
Contract Liabilities
the
\ 1
Capital Grant Liabilities
apil ant Liabilit 1
tructing a financial asset ir »
]
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COUNCIL BRIEFING

8 DECEMBER 2020

AUDIT COMMITTEE MINUTES

1 DECEMBER 2020

CITY OF VINCENT
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

15. LEASES

(a)

(b)

(c)

Right of Use Assets

Movement in the carrying amounts of each class of right of

use asset between the beginning and the end of the
current financial year.

Carrying amount at 30 June 2019

Additions
Depreciation (expense)
Carrying amount at 30 June 2020

Cash outflow from leases
Interest expense on lease liabilities
Lease principal expense

Total cash outflow from leases

Other expenses and income relating to leases
Short-term lease payments recognised as expense

Right of Use Assets -

Plant and Right of use assets
equipment Total
$

0 0
359,137 359,137
(29,601) (29,601)
329,536 329,536
1,128 1,128
104,320 104,320
105,448 105,448
43,272 43,272
43,272 43,272

The City has one lease relating to plant and equipment for ticket machines.
The lease term is 3 years with fixed term payments on a quarterly basis.

The City has not revalued the right of use assets relating to plant and equipment as the difference between

the fair value and carrying amount is immaterial.

SIGNIFICANT ACCOUNTING POLICIES

Leases

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

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

Right of use assets are subsequently measured
under the revaluation model as they relate to
asset classes that are also revalued.

Right of use assets are depreciated over the
lease term or useful life of the underlying
asset, whichever is the shortest. Where a
lease transfers ownership of the underlying
asset, or the cost of the right of use asset
reflects that the City anticipates to exercise

a purchase option, the specific asset is
amortised over the useful life of the underlying
asset

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

Leases for right of use assets are secured
over the asset being leased.

Right-of-use assets - valuation

Right-of-use assets are measured at cost. This

means that all right-of-use assets (other than
vested improvements) under zero cost
concessionary leases are measured at zero

cost (i.e. not included in the statement of financial
position). The exception is vested improvements on
concessionary land leases such as roads, buildings

or other infrastructure which are reported at
fair value

Refer to Note 4 for details on the significant

accounting policies applying to vested improvements.

Right-of-use assets - depreciation
Right-of-use assets are depreciated over the
lease term or useful life of the underlying
asset, whichever is the shortest. Where a
lease transfers ownership of the underlying
asset, or the cost of the right-of-use asset
reflects that the City anticipates to exercise

a purchase option, the specific asset is
amortised over the useful life of the underlying
assel

w
w

Iltem 5.3- Attachment 5

Page 45

Item - Attachment 1

Page 57



COUNCIL BRIEFING

8 DECEMBER 2020

AUDIT COMMITTEE MINUTES

1 DECEMBER 2020

16. LEASE LIABILITIES

{a) Lease Liabilities

Current

Non-current

(b) Movements in Carrying Amounts

Purpose

Transport

EMV Kits for Parking ticket machines

2020 2019
$ $
91,377
163,440
254,817
Lease
Lease Interest
Number nstitution Rate
EBN0162814 Maia Financial 1.60%

30 June 2020 30 June 2020
Actual Actual Actua
Lease Lease Principal New Lease Principal

30 June 2020
Actual Actual
Lease Principal Lease Interest

30 June 2020

Term 1 July2019 Leases Repayments Outstanding Repayments
$ $ $ $
3 years 0 350,137 104,320 254 817 1,128
0 359,137 104,320 254 817 1,128
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COUNCIL BRIEFING 8 DECEMBER 2020

AUDIT COMMITTEE MINUTES 1 DECEMBER 2020

Particulars

6.36% 5,343,068 o 5.343 066 14067 o 5,343,009 Q 5,443,960

0 576,576 232,008 386,140 5,343,908
2n 144% L] 1,000,000 46 086 a.xan 8533 1,000,000 853302
5 6.35% 1673287 o 163 640 100,743 1,500 641 1. 673286 o 1,500 640 1,826 B90 1673287
8 1 B5% 708,307 ] 241 870 25,861 558,823 708,302 0 550 623 1,000,867 798,302
Boalty Park Rodevelcpement 10 5.40% 6.132.760 o 348,001 326,420 STRATOR 6132700 o 148,000 128,021 5,784,700 5,462,250 §,132.700
13,048,356 1,000,000 6,143,560 601,738 BADA 306 13,048,356 1,000,000 6,143,060 63,712 8,504,306 14,80, 583 ol 227 O3B 465 13,048,350
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COUNCIL BRIEFING 8 DECEMBER 2020

AUDIT COMMITTEE MINUTES 1 DECEMBER 2020

CITY OF VINCENT
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

17. INFORMATION ON BORROWINGS (Continued)

2020 2019
(c) Undrawn Borrowing Facilities $ $
Credit Standby Arrangements
Credit card limit 50,000 25,000
Credit card balance at balance date (4,398) (7,430)
Total amount of credit unused 45,602 17,570

Loan facilities

Loan facilities - current 887,431 6,097,295
Loan facilities - non-current 7,916,965 7,851,061
Total facilities in use at balance date 8,804,396 13,948,356

SIGNIFICANT ACCOUNTING POLICIES

Financial liabilities Borrowing costs

Financial liabilities are recognised at fair value when the City becomes
a party to the contractual provisions to the instrument

Non-denvative financial liabilities (excluding financial guarantees) are

subsequently measured at amortised cost. Gains or losses are

Borrowing costs are recognised as an expense when incurred except
where they are directly attributable to the acquisition, construction or
production of a qualifying asset. Where this is the case, they are
capitalised as part of the coslt of the particular asset until such time

as the asset is substantially ready for its intended use or sale

recognised in profit or loss

Risk
Financial liabilities are derecognised where the related obligations are Information regarding exposure to risk can be found at Note 27
discharged, cancelled or expired. The difference between the carrying
amount of the financial liability extinguished or transferred to another
party and the fair value of the consideration paid, including the transfer

of non-cash assets or liabilities assumed, is recognised in profit or loss
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COUNCIL BRIEFING

8 DECEMBER 2020

AUDIT COMMITTEE MINUTES

1 DECEMBER 2020

CITY OF VINCENT
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

18. EMPLOYEE RELATED PROVISIONS

Employee Related Provisions

Opening balance at 1 July 2019
Current provisions
Non-current provisions

Additional provision
Balance at 30 June 2020

Comprises
Current
Non-current

Amounts are expected to be settled on the following basis:
Less than 12 months after the reporting date
More than 12 months from reporting date

Provision for Provision for

Annual Long Service
Leave Leave Total
$ $ $
2,055,408 1,853,044 3,908,452
0 475,086 475,086
2,055,408 2,328,130 4,383,538
419,825 2,277 422,102
2475233 2,330,408 4,805,640
2475233 1,903,527 4,378,760
0 426,880 426,880
2475233 2,330,407 4,805,640
2020 2019
$ $
961,128 876,708
3,844,512 3,506,830
4,805,640 4,383,538

Timing of the payment of current leave liabilities is difficult to determine as it is dependent on future decisions of employees
Expecled settlement limings are based on information oblained from employees and historical leave trends and assumes

no events will occur to impact on these historical trends

SIGNIFICANT ACCOUNTING POLICIES

Employee benefits

Short-term employee benefits

Provision is made for the City's obligations for short-term
employee benefits. Short-term employee benefils are
benefits (other than termination benefits) thal are expected
to be settled wholly before 12 months afler the end of the
annual reporting period in which the employees render the
related service, including wages, salaries and sick leave
Short-term employee beneflits are measured at the
{undiscounted) amounts expecled to be paid when the

obligation is settled

The City's obligations for short-term employee benafits
such as wages, salarnes and sick leave are recognised as
a part of current lrade and other payables in the statement

of financial position

Other long-term employee benefits
The City's obligations for employees’ annual leave and long
service leave entillements are recognised as provisions

in the statement of financial position

Long-term employee benefits are measured at the present
value of the expected future payments to be made to
employees. Expected future payments incorporate
anticipated fulure wage and salary levels, durations of
service and employee departures and are discounted at

Other long-term employee benefits (Continued)

rates determined by reference lo market yields al the end
of the reporting period on government bonds that have
maturity dates that approximate the lerms of the obligations
Any remeasurements for changes in assumptions of
obligations for ather long-term employae benefils are
recognised in profit or loss in the periods in which the

changes occur

The City's obligations for long-term employee benefils are

presanted as non-current provisions in its stalement of

financial position, excepl where the City does nol have an
unconditional nght to defer settiement for at least 12 months
after the end of the reporting period, in which case the

obligations are presented as current provisions

Provisions

Provisions are recognised when the City has a present
legal or constructive obligation, as a result of past events,
for which it is probable that an outflow of economic benefits
will result and that outflow can be reliably measured

Provisions are measured using the best estimate of the
amounts required to seftle the obligation at the end of the
reporting period
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COUNCIL BRIEFING

8 DECEMBER 2020

AUDIT COMMITTEE MINUTES

1 DECEMBER 2020

19. NOTES TO THE STATEMENT OF CASH FLOWS

Reconciliation of Cash

For the purposes of the Statement of Cash Flows, cash includes cash and cash equivalents,

net of outstanding bank overdrafts. Cash at the end of the reporing period is reconciled to the

related items in the Statement of Financial Position as follows.

Cash and cash equivalents

Reconciliation of Net Cash Provided By
Operating Activities to Net Result

Net result

Non-cash flows in Net result
Depreciation
Assets expensed during the year
Fixed assets expensed
Change in Equity Local Govt House Trust
Net Share of Interests in Joint Arrangement
(Profit)loss on sale of assel
Profit from sale of land (TPRC Joint Arrangement)
Other Non-cash adjustments
Loss on revaluation of fixed assets
Changes in assels and liabilities
(Increase)/decrease in receivables
{Increase)decrease in other assels
(Increase)/decrease in Prepayments
(Increase)/decrease in inventories
Increase/{decrease) in payables
Increase/(decreasea) in provisions
Increase/(decrease) in contract and capital grant liabilities
MNon-operalting grants, subsidies and contributions
Net cash provided by operating activities

Restated*
2020 2020 2019
Actual Budget Actual

$ $ $
7.539,213 14,011,162 6,969,088
(4,852,916) (3,880,156) (2,997 615)
13,917,901 11,717,502 13,372,362
o 0 28,579
200,823 [} 270,329
(577) 0 (4,101)
37435 0 (135.679)
(185,142) (34,073) (238,499)
(362,936) 250,000 (414, 744)
1,113 0 0
0 0 (0)
(470,794) 730,018 174,126
0 [V} 0
519,310 652,000 (543,433)
95 557 85,000 9,134
(498,405) 900,000 2,535,842
422,102 750,000 587,326
235643 0 0
(1,381,848) (1,470,228) (1,709,727)
7,767,267 9,700,063 10,933,899
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20. CONTINGENT LIABILITIES

Mindarie Regional Council

In ling with other equity holders in the Mindane Regional Council (MRC), the City of Vincent has guarantead
a proportionale of its equity share (1/12) the obligations of MRC to the contractor which built and is now
operating the Neerabup Resource Recovery Facility. The financial guarantee is to provide comfort to the
operator (and its financiers) by providing a direct contractual relationship between each member council and
the operator

The guarantee can be called upon in the event of a default event during the contractor's operation of the
facility. The share of the liability that could be generated by the exercise of the guarantee is estimated at an
amount between $1.5 million and $7.2 million depending on the ime of any such default event. The current
guarantee period expires on 15 July 2021
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21. CAPITAL AND LEASING COMMITMENTS

2020 2019
(a) Capital Expenditure Commitments
Contracted for
- capital expenditure projects 648,310 983,961
plant & equipment purchases 346,729 1,688,694
995,039 2672655
Payable
- not later than one year 995,039 2672655
(b) Operating Lease Commitments
Non-cancellable operaling leases contracted for but
not capitalised in the accounts
2020 2019
Payable $ 3
- not later than one year 0 43,272
0 43272
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22. RELATED PARTY TRANSACTIONS

Elected Members Remuneration

2020 2020 2019

The following fees, expenses and allowances weare Actual Budget Actual
paid to council members and/or the Mayor $ $ $
Meeting Fees 216,801 216,989 214 840
Mayor's allowance 63,354 63,354 62,727
Deputy Mayor's allowance 15,711 15,839 15,682
Travelling expenses 1,044 500 499
Telecommunications allowance 22 636 22,850 22623
Stationery/Printing 4,906 6,000 3,507
Other Expenses 257 950 115
Child Care 5,155 8,000 5,605

329,864 334 482 325,598
Key Management Personnel (KMP) Compensation Disclosure

2020 2019

The total of remuneration paid to KMP of the Actual Actual
City during the year are as follows: $ $
Short-term employee benefits 842 445 940,072
Post-employment benefits 73,562 98,249
Other long-term benefits 17,741 24078
Termination benefits 0 185,252

933,748 1,247,651

Short-term employee benefits
These amounts include all salary, fnnge benefits and cash bonuses awarded to KMP except
for details in respect to fees and benefits paid to elected members which may be found above

Post-employment benefits
These amounts are the current year's estimated cosl of providing for the City's superannuation
contributions made during the year

Other long-term benefits
These amounts represent long service benefits accruing during the year

Termination benefits
These amounts represent termination benefits paid to KMP.
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22. RELATED PARTY TRANSACTIONS (Continued)

Transactions with related parties

Transactions belween related parties and the City are on normal commercial terms and conditions,
no more favourable than those available lo other parties, unless otherwise stated

Mo outstanding balances or provisions for doubtful debts or guaranties exist in relation lo related parties at year end.

2020 2019

The following transactions occurred with related parties Actual Actual
$ $

Sale of goods and services 55616 50,826
Purchase of goods and services 2670496 2,602 996
Joint Arrangement entities:
Distributions received from joint arrangement entities 250,000 333,333
Amounts outstanding from related parties:
Trade and other receivables 228 1,280
Amounts payable to related parties:
Trade and other payables 22 600 154 473

Related Parties

The City's main related parties are as follows

i. Key management parsonnel

Any person(s) having authonity and responsibility for planning, directing and controlling the activities
of the entity, directly or indirectly, including any elected member, are considered key management
personnel

ii. Other Related Parties
The associate person of KMP was employed by the City under normal employment terms
and conditions

iii. Entities subject to significant influence by the City
An entity that has the power to participate in the financial and operating policy decisions of an

enlity, but does nol have control over those policies, is an entity which holds significant influence.
Significant influence may be gained by share hip, statute or agr

iv. Joint arrangement entitias accounted for under the proportionate consolidation mathod

The City has a one-twelfth interest Mindarie Regional Council and Tamala Park Regional Council respectively.
The interest in the joint entity is for in these financial statements using the equity
method of accounting. For details of interests held in joint arrangement entilies, refer to Note 23
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23. INTEREST IN JOINT ARRANGEMENTS

Restated"
2020 2019
$ $
(a) Net assets
Mindarie Regional Council 5,685,075 5,878,910
Tamala Park Regional Council 3,908,324 3,809,340
9,593,399 9,688,250

Mindarie Regional Council

The Mindare Regional Council was formally constituted in December 1987, The City of Vincent (along with the Cities of Perth, Wanneroo,
Joondalup, Stirling and the Towns of Victoria Park and Cambridge) is a member of the Mindarie Regional Council. The primary function of the
Regional Council under the conslitution agreement is for the orderly and efficient treatment and / or disposal of waste. City of Vincenl is a participant
in the Mindarie Regional council and has a one twelfth (1/12) equity in the land and assels of the refuse facility as per the constitution agreemenlt
(dated 25 November 1996) that recognises the City as a member of the Mindarie Regional Council

The City's interest in the MRC joint arrangement is represented by the following breakdown of the joint arrangement’s financial position (1/12 share)

The valuation as shown balow is, at the ime of prep of these stat 1
Restated"
2020 2019
$ $

Current Assels 3,388,301 3,103,934
Non-Current Assets 5,390,899 4,828,242
Total Assets 8,779,200 7,932,176
Current Liabiltties 696,294 623,949
Mon-Current Liabilities 2,397,831 1,429,317
Total Liabilities 3,094,125 2,053,266
Net Assets 5,685,075 5,878,910
* Refer to Note 30 for prior year ad) relating to R Council.

Tamala Park Regional Council

The City is a participant (along with the Cities of Perth, Wanneroo, Joondalup, Stirling and the Towns of Victoria Park and Cambridge) in the
operations of Tamala Park Regional Council (TPRC). The TPRC was created in 2006 lo develop app 173 hact of land for sale
immediately north of the land leased by the Mindarie Regional Council. The City of Vincent has a one twelfth (1/12) equity in the assets and liabilities
of the development as well as a one twelfth (1/12) equity in the assets and liabilities of TPRC as the operator of the development, and a one twelfth
(1/12) share in the assel of the land held for development

The City's interest in the TPRC joint arrar IS rep by the q of the joint arrangy 's position (1/12
share)
2020 2019
$ $

Current Assets 3,793,106 3,693,401
Mon-Current Assets 146 468 143,607

Total Assets 3,939,574 3,837,008

Current Liabilties 28,752 27,191
Non-Current Liabiliies 2497 477

Total Liabilities 31,249 27,668

Net Assets 3,908,325 3,809,340
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23. INTEREST IN JOINT ARRANGEMENTS (Continued)

(b) Change in Equity Restated"
2020 2019
$ $
in Mindarie Regi I Council
Opening Balance 5878910 5,658 875
Changes on Revaluation of Non-Current Assels (170,352) 1,259
Mel Share of Interests in Mindane Regional Council (23,483) 218,776
Closing Balance (Based on audited financials) 5,685,075 5,878,910

Investment in Tamala Park Regional Council

Opening Balance 3,809,340 3,811,027
Proceeds from Sale of Land 753,148 828217
Land Development Expenses (390,212) (413,473)
Proceeds Distnibution (250,000) (333,333)
Nel Share of Interests in Tamala Park Regional Council - Retained surplus (13,366) 627
Net Share of Interests in Tamala Park Regional Council - Members Equity (586) (83,725)
Closing Balance (Based on audited financials) 3,908,324 3,809,340
Net Share of Interests in Mindarie Regional Council (23,483) 218,777
Mel Share of Interests in Tamala Park Regional Council - Retained surplus (13,366) 627
Met Share of Interests in Tamala Park Regional Council - Membaers Equity (586) (83,725)

(37,435) 135,679

" Refer to Note 30 for prior year adjustments relating to Mindane Regional Council

SIGNIFICANT ACCOUNTING POLICIES

Interests in joint arrangements
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24, MAJOR LAND TRANSACTIONS

Tamala Park Regional Council - Development of Calalina Eslale

{a) Details
The City is a participant (along with the Cities of Joondalup, Perth, Stirling, Wanneroo and the Towns of Cambndge and Victona
Park) in the operations of the Tamala Park Regional Council (TPRC). The TPRC was created in 2006 to develop the Calalina
Estate - approximately 173 hectares of land for sale immediately north of the land leased by the Mindarie Regional Council. The
City has a one twelfth (1/12) equity in the assets and liabilities of the development and the net proceeds of the land development; as
well as a one twelfth (1/12) share in the asset of the lands held for development
The City's share of the land sale proceeds at Tamala Park is $753,418. The Cily’s share of the developmenl! and selling costs is
$300,212 resulting in a net gain amount of $362,936. This note should also be read in conjunction with Note 23 Interests in Joint

Arrangements.
2020 2019
{b) Current year transactions Actual Actual
$ $

Operating Income

- Proceeds from Sale of Land (distributed) 250,000 333,333

- Proceeds from Sale of Land (not distnbuted) 503,148 494,884

Capital Expenditure

- Land Development Costs (390,212)  (413,473)

Net proceeds 362,936 414,744
(c) Expected future cash flows

2020/21 2021/22 2022123 2023124 2024/25 Total
$ $ $ $ $ $

Cash outflows
- Development cosls (1,772,757) (2,618,247) (2,616,754) (2.413.856) (2,190,666) (11,612,281)
(1,772,757) (2,618.247) (2.616,754) (2,413 .856) (2,190,666) (11,612,281)

Cash inflows
- Sale proceeds 3,533,209 4,670,374 4,465,042 4,744 462 5,037,014 22 450,191
3,533,299 4,670,374 4,465,042 4,744 462 5,037,014 22,450,191

Net cash flows 1,760,542 2,052 127 1,848,288 2,330,606 2,846,348 10,837 910
2025/26 2026/27 2027/28 2028/29 2029/30 Total
$ $ $ $ $ $
Cash outflows
- Davelopment costs (2,904,050) (2,751,955) (516,018)  (271,600) 0 (6,443,623)
(2,904,050) (2,751,955) (516,018)  (271,600) 0 (6,443,623)
Cash inflows
- Sale proceeds 5,503,308 6,609,530 3,739,413 380,156 0 16,241,407
5,503,308 6,609,530 3,739,413 389,156 0 16,241,407
Net cash flows 2,500,258 3857575 3,223,395 117,556 0 9,797,784

(d) Assets and liabilities

Refer to Inventories (Note 7) 2020 2019
$ $
Non-Current
Land held for development (TPRC) 0 105,822
1] 105,822
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25. RATING INFORMATION

(a) Rates

RATE TYPE
Differential general rate / general rate

Gross rental valuations

Residential

Other

Vacanl Commercial

Vacant Residential
Sub-Total

Minimum payment

‘Gross rental valuations

Residential

Other

Vacant Commercial

‘Vacan! Residential
Sub-Total

Rates waived (refer Note 25(b))
Rates Exemptions
Rates Paid in advance brought forward

Total amount raised from general rate

SIGNIFICANT ACCOUNTING POLICIES
Rates

THE FINANCIAL REPORT

2019/20 2019/20 2019/20 2019/20 2019/20 2019/20 2019/20 2019/20 2018M9
Number Actual Actual Actual Actual Actual Budget Budget Budget Actual
Rate in of Rateable Rate Interim Back Total Rate Interim Total Total
$ Properties Value Revenue Rates Rates Revenue Revenue Rate Revenue Revenue
$ $ $ $ $ $ $ $ $
0.0665 11,253 288,459,724 19,182,572 302,424 21,062 19,506,058 19,182 572 270,000 19,452,572 18,374 683
0.06718 1,624 128779126 8,651,382 13,690 8928 8,674,000 B 662 268 25,000 B,6B7 268 8,520,601
0.0665 41 2,482 850 318,227 (17,753) (12,507) 287 967 318227 30,000 348227 312335
0.12817 130 3,367,260 223,923 2,661 (2,183) 224 401 223,923 5,000 228,023 216,794
13,048 423,088,960 28,376,104 301,022 15,300 28,692 426 28,386,990 330,000 28,716,990 27,424 503
Minimum
$

1,212 5,495 84,563,140 6,659,391 20,056 21,217 6,700,664 6,658,301 30,000 6,689,301 6,507 649
1,198 147 1,763,734 176,062 (1,198) 1,940 176,804 176,062 1] 176,062 172,465
1,516 4 41,700 6,066 0 0 6,066 6,065 o 6,085 5,976
1,212 184 2,370,880 222,990 13,334 4,972 241,296 222,990 20,000 242,990 217,051
5,830 88,739,454 7,064,509 32,192 28,129 7,124,830 7,064,508 50,000 7,114,508 5,903,142
18,878 511,828,414 35,440,613 333,214 43429 35,817,256 35,451,498 380,000 35,831,498 34 327 645
(138 ,421) (140,000) (142,212)
1} 0 276,388
0 0 (359,527)
35,678,835 35,691,498 34,102,294
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25, RATING INFORMATION (Continued)

(b) Discounts, Incentives, Concessions, & Write-offs

Wilvers or Concessions

Rate or Fee and
Charge to which

the Waiver or 2020 2020 2019
Concession Is Granted Type Discount Discount Actual Budget Actual
$ $ $ $
Rates waved 138421 140,000 142,212
138421 140,000 142212

() Interest Charges & Instalments

Instalment

nstalment

Unpaid Rates

Date Plan Plan Interest
Instalment Options Due Admin Charge Interest Rate Rate
s
Option One
Single full paymaent 26 Aug 2019 0.00 0.00% 11.00%
Option Two
First instalment 26 Aug 2019 0.00 0.00% 11.00%
Second instalment 29 Oct 2019 13.00 550% 11.00%
Third instalment 07 Jan 2020 13.00 5 50% 11.00%
Fourth instalment 10 Mar 2020 13.00 550% 11.00%
2020 2 2019
Actual Budget Actual
$ $ $
Interest on unpaid rates 96,320 100,000 149,183
Interast on instalment plan 194 644 195,000 181,186
Charges on instaiment plan 255,813 260,000 255,158
546,786 555,000 585,527

Circumstances in which Reasons for the Waiver

the Waiver or Co ssion is or Concession

Granted and to whom it was
available

City's leasad propertios Nol-for-profitt Community and/or Sporting purposes
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26. RATE SETTING STATEMENT INFORMATION

(a) Non-cash amounts excluded from operating activities

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

Adjustments to operating activities
Less: Profit on asset disposals
Assels expensed during the year

Less: Movement in liabilities associated with restricted cash - operating grants

Add: Other Non-cash adjustments

Add: Movement in Inventory (Land held for development TPRC)

Less: Fair value adjustments to financial assets at
amortised cost

Fixed Assets expensed

Less: Change in accounting policy

Movement in pensioner deferred rates (non-current)

Movement in employee benefit provisions (non-current)

Movement in Infringement debtors provisions (non-current)

Add: Loss on disposal of assets

Movement in Net Share of Interest in Joint Arrangement

Profit from sale of land (TPRC Joint Arrangement)

Add: Depreciation on non-current assets

Non cash amounts excluded from operating activities

(b) Non-cash amounts excluded from investing activities
Less: Movement in liabilities associated with restricted cash - non operating
grants

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

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

Adjustments to net current assets

Less: Reserves - restricted cash

Less: Restricted non operating grant

Less: Shares transferred from non current to current asset
Less: Other Current Assets

Add: Current portion of lease liabilities

Add: Rates outstanding Non-current

Add: Borrowings

Add: Infringement debtors transferred to non current asset
Total adjustments to net current assets

Net current assets used in the Rate Setting Statement
Total current assels

Less; Total current liabilities

Less: Total adjustments to net current assets

Net current assets used in the Rate Setting Statement

(d) Adjustments to current assets and liabilities at 1 July 2019
on application of new accounting standards

Total current assets at 30 June 2019
- Contract assets
Total current assets at 1 July 2019

Total current liabilities at 30 June 2019

- Contract liabilities from contracts with customers

- Contract liabilities from transfers for recognisable non financial assets
- Rates paid in advance

- Lease liabilities

Total current liabilities at 1 July 2019

2019/20
2019/20 Budget 2019/20
(30 June 2020 (30 June 2020 (1 July 2019
Carried Carried Brought
Note Forward) Forward) Forward)
$ $ $

11(a) (271,501) (241,185) (257,168)
0 0 28,579
(15,920) 0 0
1,113 0 0
105,822 0 0
(577) 0 (4,101)
290,823 0 270,329
29 0 0 (137,472)
(11,419) 0 (2,740)
(48,2086) 0 45,974
42,544 0 196,072
11(a) 86,359 207,112 18,669
37,435 0 (135,679)
(362 ,936) (250,000) (414,744)
11(c) 13,917,901 11,717,502 13,372,362
13,771,438 11,433,429 12,980,081
(282,726) 0 0
3 (10,976,525) (10,542 ,430) (12,582 885)
(600,000) 0 (600,000)
{11,000) 0 (11,000)
(748,738) 0 0
91,377 0 0
405,356 0 0
17(a) 887,431 6,097,295 6,097,295
971,182 0 a71,182
(9,980,917) (4,445 135) (6,125,408)
24 697,755 19,051,213 29,143,219
(12,594,339) (14,612, 682) (17,206,633)
(9,980,917) (4,445,135) (6,125,408)
2,122,499 (6,604) 5811178
29,143,219
29(a) 0
29,143,219
(17,206,633)
29(a) 15,920
29(a) 0
29(b) 0
29(c) 0
(17,190,713)
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27. FINANCIAL RISK MANAGEMENT

l

This note explains the City's exposure to financial risks and how these risks could affect the City's future financial
performance.

Risk Exposure arising from Measurement Management
™ - o Sancituit
Market risk - interest rate Long term gs at a4 Utilise fixed interest rate borrowings
rales analysis
) Cash and cash equivalents, trade Aging Iy 0 of bank deposils,
Credit risk receivables, financial assets and debt )
Credit analysis  credit limils
investments
Availability of committed credit lines
Liquidity risk Borrowings and other liabilities Ralling cash flow l

forecasts and borrowing faciliies
The City does not engage in transactions expressed in foreign currencies and is therefore not subject to foreign cumency risk
Financial risk management is carried out by the finance area under policies approved by the Council. The finance

area @ and risks in close peration with the op 9 . Council have
approved the overall isk management policy and provide policies on specific areas such as investment policy.

) Interest rate risk
Cash and cash equivalents
The City's main interest rate risk arises from cash and cash equivalents with variable interest rates, which exposes the

City to cash flow interest rate risk. Short term overdraft faciliies also have varnable interest rates however these are
repaid within 12 months, reducing the risk level to minimal

Excess cash and cash eq are ted in fixed rate term which do not expose the City to cash
flow interest rate risk. Cash and cash equivalents required for working capital are held in variable interest rate accounts
and non-interest bearing accounts. Carrying amounts of cash and cash equivalents at 30 June and the weighled average
interest rate across all cash and cash equivalents are reflected in the table below.

Weighted
Average Carrying Fixed Variable Non-interest
Interest Rate Amounts Interest Rate Interest Rate Bearing
% H $ $
2020
Cash and cash equivalents 0.65% 7,539,213 0 3,526,385 4,012,828
2019
Cash and cash equivalents 0.00% 6,969,088 0 0 6,969,088
Sensitivity
Profit or loss is sensitive to higher/lower interest income from cash and cash equivalents as a result of changes in
interest rates 2020 2019
$ $

Impact of a 1% movement in interest rates on profit and loss and equity” 35,264 0
Borrowings

Borrowings are subject to interest rate risk - the nsk that movements in interest rates could adversely affect funding costs
The City manages this risk by borrowing long term and fixing the interest rate to the situation considered the most
advantageous at the time of negotiation. The City does not consider there to be any interest rate risk in relation to borrowings.

Details of I rales app o each b g may be found at Note 17(b).
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27. FINANCIAL RISK MANAGEMENT (Continued)

{b) Credit risk

Trade and other Receivables

The City's major receivables comprnise rates annual charges and user fees and charges. The major risk associated

with these receivables is credit nisk - the risk that the debts may not be repaid. The City manages this nsk by monitoring
outstanding debt and employing debt y policies. It also er g lep s lo pay rates by the due dale
through incentives.

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

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

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

The expected loss rates are based on the payment profiles of rates and fees and charges over a penod of 36 months
before 1 July 2018 or 1 July 2019 respectively and the corresponding historical losses experienced within this period

Historical credit loss rates are adjusted to reflect current and f looking inf on nomic factors

such as the ability of ratepayers and residents to settle the receivables. Housing prices and unemployment rates have been
entified as the most factor in rates, and ac are made lo the expected credit loss

rate based on these faclors. There are no material receivables that have been subjecl to a re-negotiation of repayment terms

The loss allowance as at 30 June 2020 was determined as follows for Sundry debtors & Infringement related deblors:

More than 30 More than 60 More than 90

Current days past due days past due days past due Total
30 June 2020
Sundry debtors
Expecled credit loss 7.60% 9.90% 17.90% 45.00%
Gross carrying amount 187,910 122 52,069 379,999 620,700
Loss allowance 14,281 72 9,320 170,998 194,671
30 June 2019
Sundry debtors
Expecled credit loss 1.10% 7.60% 16.20% 37.10%
Gross carrying amount 387 514 30514 1,683 401,488 821,199
Loss allowance 4,263 2319 272 148,952 155,806
More than 30 More than 60 More than 90
Current days past due days past due days past due Total
30 June 2020
Infringement Debtors
Expected credit loss 1.81% 2.70% 4.00% 16.15%
Gross carrying amount 58,542 30,743 5,033 2,587,208 2,681,526
Loss allowance 1.060 830 202 417 835 419,927
30 June 2019
Infringement Debtors
Expected credit loss 0.25% 1.20% 2.50% 14.70%
Gross carrying amount 40,394 39,850 94,554 2,583 656 2,758 454
Loss allowance 100 AT 2,364 379,797 382,738
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27. FINANCIAL RISK MANAGEMENT (Continued)
(¢) Liquidity risk
Payables and borrowings
Payables and borrowings are both subject to liquidity risk — that is the risk that insufficient funds may be
on hand to meel payment obligations as and when they fall due. The City manages this risk by monitoring

its cash flow requir and lig: y levels and 1ing an cash buffer. Payment terms
can be extended and overdraft facilities drawn upon if required and disclosed in Note 17(c)

The contractual undiscounted cash flows of the City's payables and borrowings are set out in the
liquidity table below. Balances due within 12 months equal their carrying balances, as the impact
of discounting is not significant

Due Due Due Total

within between after contractual Carrying

1 year 1& 5 years 5 years cash flows values
2020 $ $ $ $ $
Payables 6,303,949 0 o 6,303,949 6,702,481
Borrowings 887 431 3,224 440 4,692 525 8,804 306 8,804 396
Contract and Capital
Grant Liabilities 534,289 0 ] 534,289 534,289
Lease liabilities 91,377 163,440 0 254 817 254 817

7,817 046 3,387 880 4692525 15897451 16,295,983
2019
Payables 7,200,886 0 ] 7,200,886 7,200,886
Borrowings 6,798,159 4,528 107 2,622,000 13948 356 13,948 356

13,999045 4528107 2,622,090 21,149,242 21,149,242
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28. TRUST FUNDS

Funds held at balance date which are required lo be held in trust and which are not included in the
financial statements are as follows.

Amounts
transferred to
Municipa
1 July 2019 Paid fund 30 June 2020
$ $
Leederville Gardens Inc. Trust 5,468,186 105,610 (599,800) 0 4,973 996
5,468,186 105,610 (599,800) 0 4,973,996
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29. INITIAL APPLICATION OF AUSTRALIAN ACCOUNTING STANDARDS

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

(a) AASB 15: Revenue from Contracts with Customers

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

AASB 118 AASBE 15

carrying amount carrying amount
Note 30 June 2019 Reclassification 01 July 2019
$ $ $
Contract liabilities - current
Contract liabilities from contracts with customers 14 0 15,920 15,920
Adjustment to retained surplus from adoption of AASB 15 29(d) 0 15,920 15,920
(b) AASE 1058: Income For Not-For-Profit Entities
The City adopted AASB 1058 Income for Not-for-Profit Entities (issued December 2016) in advance on 30 June 2019 resulting
in accounting policies. In accordance with the transition provisions AASB 1058, the City adopted the new rules retrospectively with the
cumulative effect of initially applying AASB 1058 recognised at 1 July 2019. Comparative information for prior reporting periods was
not restated in accordance with AASB 1058 transition requirements.
In applying AASB 1058 retrospectively with the cumulative effect of initially applying the Standard on 1 July 2019 changes occurred
to the following financial statement line items by application of AASB 1058 as compared to AASB 118: Revenue and AASB 1004:
Contributions before the change:
1004 AASE 1058
carrying amount carrying amount
Note 30 June 2019 Reclassification 01 July 2019
$ $ $
Capital grant liabilities
Other 'Ilabllrtles from transfers for recognisable non 0 282.726 282.726
financial assets 14
Adjustment to retained surplus from adoption of AASB
1058 29(d) 0 282,726 282,726
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REPORT

29. INITIAL APPLICATION OF AUSTRALIAN ACCOUNTING STANDARDS (Continued)

The table below provides details of the amount by which each financial statement line item is affected in the current reporting period
by the application of this Standard as compared to AASB 118 and 1004 and related Interpretations that were in effect before the change.

2020

$
Adjustment due 1o

As reported under  application of
AASBE 15 and AASB AASB 15 and

2020
$

Compared to AASB

Note 1058 AASE 1058 118 and AASE 1004
Statement of Comprehensive Income
Revenue
Rates 25(a) 35,678,835 398,532 36,077,367
Operating grants, subsidies and contributions 2(a) 2,010,681 368,289 2,378,970
Fees and charges 2(a) 15,718,899 0 15,718,899
Non-operating grants, subsidies and contributions 2(a) 1,381,848 166,000 1,547,848
Net result (4,852,916) 932,821 (3,920,095)
Statement of Financial Position
Trade and other payables 13 6,702,481 (398,532) 6,303,949
Contract and Capital Grants liabilities 14 534,289 (534,289) 0
Net assets 478,119,825 932,821 479,052,646
Statement of Changes in Equity
Net result (4,852,916) 932,821 (3,920,095)
Retained surplus 115,336,258 932,821 116,269,079
Refer to Note 2(a) for new revenue recognition accounting policies as a result of the application of AASB 15 and AASB 1058.
(c) AASB 16: Leases
At 1 July 2019, the City only had short term leases that have been expensed during the year.
(d) Impact of New Accounting Standards on Retained Surplus
The impact on the City's retained surplus due to the adoption of AASB 15, AASB 1058 and AASB 16 as at 1 July 2019 was as follows:
Note Adjustments 2019
$

Retained surplus - 30 June 2019 118,881,460
Adjustment to retained surplus from adoption of AASB 15 29(a) 15,920
Adjustment to retained surplus from adoption of AASB 16 29(c) 0
Adjustment to retained surplus from adoption of AASB
1058 29(b) 282,726
Retained surplus - 1 July 2019 298,646

119,180,106
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30. CORRECTION OF ERROR

Balances relating to the 2019 comparatives have been amended due to the correction of prior year adjustments.

These amendments have been amended as shown below and in accordance with the requirements of AASB 108,

a statement of financial posilion as at the beginning of the earliest comparative period has been included (refer statement
of financial position column labelled as at 1 July 2018),

Cash & Cash equivalents

The City disclosed 'Term deposits' with an original maturity greater than 3 months as a "Cash and

Cash equivalent’ item on the balance sheet instead of disclosing as "Other financial assets at amortised cost'.
The restatement resulls in no change to the ‘Nel assels’ & "Tolal equity’ position, however the opening

cash balance at 1 July 2019 has been adjusted accordingly and incorporated into the cash flow statement for the
period ending 30 June 2020. Refer to 30(a) below.

Depreciation - NIB stadium

As per Note 40 of the 30 June 2017 Audited financials, the City stopped depreciating assets relating to

NIB stadium on the basis that the City bears no responsibility for maintenance or renewal at the stadium.

However, given the City owns the asset, depreciation should be have been charged in accordance with

AASB 116 Property, Plant and Equipment. As a result, the City has recalculated the depreciation charge for these
assets from 1 July 2017 up to 30 June 2020 and adjusted prior year amounts accordingly. Refer to Note 30(b), 30(c)
and 30(d) below.

Mindarie Regional Council Joint Arrangement

Due to a prior year adjustment relating to the Joint Arrangement at Mindarie Regional Council, the City

has restated il's prior year figures. The restatement relates to the amortisation of the land fill facility managed
by the entity. Refer to Note 30(c), 30(e) and 30(f) below.

Ratios

As a result of the prior year corrections, the ratios for 2018 and 2019 respectively have been restated
Refer to Note 33

Changes to the Financial statements

Increase/ 01 July 2018

Statement of Financial Position 30 June 2018 (Decrease) (Restated)
(Extract) $ $ $

(a) Cash and cash equivalents (Note 3) 20,866,019 (17,609 944) 3,256,075
Financial assets at amortised cost (Note 4(a)) 0 17,600,944 17,609,944
No net impact on the net assels

(b) Property, Plant and equipment 296124172 (2,011,043) 294 113,129
Equity
Revaluation surplus 351,527,184 (307,081) 351,220,103
Retained Surplus 124,733,952 (1,703,962) 123,029,990
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{c) Statement of Comprehensive Income

Expenses - by Nature or Type
Depreciation on non-current assets

Net Share of Interest in Joint Arrangements

Expenses - by Program
Recreation and Culture

Net Share of Interest in Joint Arrangements

Comprehensive income
Met result for the period

Other Comprehensive Income
Changes in asset revaluation surplus

Total comprehensive income

Equity
Revaluation surplus
Retained Surplus

Changes to Disclosure Notes

(d) Property, Plant and Equipment (Note 9(a))

Carrying Amount
Buildings

{e) Interestin Joint Arrangements (Note 23)
Interest in Joint Arrangements
Mindarie Regional Council

{(f) Revaluation Surplus (Note 12)
Revaluation surplus - Joint Arrangement in
Mindarie Regional Council

30 June 2019

Increase/ 30 June 2019

(Original) (Decrease) (Restated)
$ $ $
(11,361,319) (2,011,043) (13,372,362)
139,905 (4,226) 135,679
(23,796,839) (2,011,043) (25,807 ,882)
139,905 (4,226) 135,679
(982,346) (2,015,269) (2,997 ,615)
99,736 (98,478) 1,258
(882,610) (2,113,747) (2,996,357)
351,220,103 1,258 351,221,361
123,029,990 (4,148 ,530) 118,881,460
30 June 2018 Increase/ 01 July 2018
(Original) (Decrease) (Restated)
$ $ $
160,787,583 (2,011,043) 158,776,540
30 June 2019 Increase/ 01 July 2019
(Original) (Decrease) (Restated)
$ $ $
9,790,954 (102,704) 9,688,250
5,981,614 (102,704) 5,878,910
2,599,219 (307,081) 2,292 138
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31. OTHER SIGNIFICANT ACCOUNTING POLICIES

a) Goods and services tax (GST)

Revenues, expenses and assets are recognised net of the amount of GST,
excepl where the amount of GST incurred is nol recoverable from the
Australian Taxation Office (ATO)

Receivables and payables are stated inclusive of GST receivable or payable
The net amount of GST recoverable from, or payable to, the ATO is included
with receivables or payables in the statemant of financial position

b) Current and non-current classification

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

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

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

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

e) Budget comparative figures

Unless otherwise staled, the budget comparative figures shown in this annual
financial report relate to the original budget estimate for the relevant item of
disclosure

f) Superannuation

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

@) Fair value of assets and liabilities

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

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

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

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

h) Fair value hierarchy

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

Level 1

Measurements based on quoted prices (unadjusted) in active markets for
identical assels or liabilities thal the entity can access at the measurement
date

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

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

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

Valuation techniques

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

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

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

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

Each valuation technique requires inputs that reflect the assumptions that
buyers and sellers would use when pricing the asset or liability, including
assumptions about nsks. When selecting a valuation technique, the City

gives priority to those techniques that maximise the use of observable inputs
and minimise the use of unobservable inputs. Inputs that are developed using
market data (such as publicly available information on aclual transactions) and
reflect the assumplions that buyers and sellers would generally use when
pricing the asset or liability are considered observable, whereas inputs for
which market data is not available and therefore are developed using the best
information available about such assumplions are considered unobservable

i) Impairment of assets

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

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

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

For non-cash generating specialised assets that are measured under the
revaluation model such as roads, drains, public buildings and the like, no
annual assessment of impairment is required. Rather AASB 116.31 applies
and revaluations need only be made with sufficient regulatory to ensure the
carrying value does not differ materially from that which would be determined
using fair value at the ends of the reporting period

| 57
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32. ACTIVITIES/PROGRAMS

The City's operations as disclosed in these financial statements encompass the following service orientaled aclivities/programs.”

GOVERNANCE
This schedule details costs and revenues associated with Governance of the City. These include Members of Council
and other costs involved in supporting members and governing the City

GENERAL PURPOSE FUNDING
This schedule records details of rate revenue and general purpose grants allocated by the WA Local Government
Grants Commission as well as expenditures associated with this (rates collection, investment of funds).

LAW, ORDER, PUBLIC SAFETY
This program covers cosls associated with animal control, fire prevention and other law, order and public safety
services generally associated with local law control

HEALTH
This program covers health administration and inspection, child health clinics, immunisation clinics, food control and
pest control services

EDUCATION AND WELFARE

The major costs in this program relate to staff involved in coordinating welfare, disability and youth services and
donations to various community welfare groups serving the City. The costs of maintaining pre-school premises are
also included

COMMUNITY AMENITIES

This program covers activities of household refuse and recycling, other sanitation including public litter bins and
bulk rubbish collections as well as town planning and regional development administration, protection of the
environment and bus shelters and street furniture,

RECREATION AND CULTURE
This program covers aclivities associated with public halls, recreation administration, sportsgrounds, parks and
reserves. Bealty Park Leisure Centre, Vincent Library and cultural activities are included.

TRANSPORT

The principal operating areas here relate to maintenance of paths, drains, streel cleaning, verges and medians,
roads and kerbs, nghts of way, crossovers, street trees and road reserves. Parking control and operation of car
parks is also covered

ECONOMIC SERVICES
This program covers cosls associated with building control and area promotion.

OTHER PROPERTY AND SERVICES

This program is principally a clearing area where cosls associated with public works overheads are accumulated
and then subsequently dispersed to other expense areas. Other activities include general administration
overheads, plant operation costs, insurance claims and properties held for civic purposes.
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33. FINANCIAL RATIOS

Current ratio

Assel consumplion ratio

Asset renewal funding ratio

Asset sustainability ratio

Debt service cover ratio

Operating surplus ratio

Own source revenue coverage ratio

Restated"" Restated""

2020 2019 2018
1.09 092 1.36
0.65 0.68 0.69
0.92 083 0.81
0.45 0.30 0.36
1.23* 5.09 4.22
(0.12) (0.08) (0.10)
0.87 0.90 0.93

* The Debt service ratio has decreased compared lo previous years due a significant balloon payment of $5.3m
for the loan relating to the DLGSC building. This ratio however is expected to normalise in the
following years based on the expected repayments as per the City’s debt portfolio

** As a result of the reversal of prior year depreciation charges relating to NIB stadiurn (Refer to Note 30(b)),

the following ratios have been impacted: -

Asset Sustainability Ratio
Operating Surplus Ratio
Own Source Revenue Ratio

The above ralios are calculated as follows

Current ratio

2019 2019 2018 2018

(Restated) {Original) (Restated) (Original)

0.30 0.33 0.36 043
(0.08) (0.05) (0.10) (0.06)
0.90 093 093 096

current assels minus resltricled assels

Asset consumption ratio

current liabilities minus liabilities associated
with restricted assels

depreciated replacement costs of depreciable assels

Asset renewal funding ratio

current replacement cost of depreciable assets

NPV of planned capital renewal over 10 years

Asset sustainability ratio

NPV of required capital expenditure over 10 years

capital renewal and replacement expenditure

Debt service cover ratio

depreciation

annual operating surplus before interest and depreciation

Operating surplus ratio

principal and interast

operating revenue minus operating expenses

Own source revenue coverage ratio

own source operating revenue

oWn source operating revenue

operating expense
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5.1 REGULATION 5 AND REGULATION 17 REVIEW REPORT AND RECOMMENDATIONS
Attachments: 1. Stantons Regs 5 and 17 Review Report !Lm

RECOMMENDATION:

That the Audit Committee recommends to Council that it:

1. RECEIVES the review pursuant to regulation 17 of the Local Government (Audit) Regulations
7996 and regulation 5 of the Local Government (Financial Management) Regulations 1996,
prepared by Stantons International, as at Attachment 1;

2. NOTES the key findings of the review, as detailed in this report; and

3. NOTES that the findings and management actions arising from the review have been added to
the City’s Audit Log.

COMMITTEE DECISION ITEM 5.1

Moved: Mr Piper, Seconded: Cr Gontaszewski
That the recommendation be adopted.

CARRIED UNANIMOUSLY (5-0)

For: Mr Manifis, Cr Wallace, Mr Piper, Cr Gontaszewski and Mr Smith
Against: Nil
(Cr Topelberg was an apology for the Meeting.)

(Cr Loden was an apology for the Meeting.)

NOTES:

An update on the implementation of the Contract Management Framework will be provided to the 2 March
2021 Audit Committee Meeting.
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1. Engagement Overview

1.1. Scope of Services

The City of Vincent (the City) is a Local Government Authority encompassing a number of
vibrant inner-city suburbs with a steadily growing population. It operates under the Local
Government Act 1995 and associated Local Government Regulations. The City engaged
Stantons International to provide the following services in relation to the requirements of
Regulation 17 of the Local Government (Audit) Regulations 1996 and Regulation 5(2)(c) Local
Government (Financial Management Regulations 1996

Assess the systems and processes in place for the risk management process within

the City;

Assess the systems and processes in place for maintaining legislative compliance

within the City;

Evaluate the internal control systems and processes within the City

Evaluate the financial management systems and processes within the City.

This review was undertaken in response to the above requirements.

1.2. Reviews Required by Legislation
Local Government regulations require the following:

Regulation 17 (reg. 17) of the Local Government (Audit) Regulations 1996 provides that the
CEOQ is to:
‘review the appropriateness and effectiveness of a local government's systems and
procedures in relation to —

(a) risk management; and

(b) internal control; and

(c) legislative compliance
.. not less than once in every 3 financial years.”

The CEO is to report to the audit committee the results of the review.

Regulation 5 (reg. 5) of the Local Government (Financial Management) Regulations 1996
provides that the CEQ is to:

“undertake reviews of the appropriateness and effectiveness of the financial management
systems and procedures of the local government regularly (and not less than once in every 3
financial years) and report to the local government the results of those reviews.”

The last independent reviews were conducted in 2015.
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1.3. Overall Risk and Maturity Assessment

Overall risk exposure of the City to matters of
internal control/financial management, risk
management and legislative compliance has
been assessed as:

MODERATE

Improved:
o/

v Existing, up-to-date but less robust, policies and procedures

v Adequately designed internal controls but not well implemented

v Controls operating effectively at times

v Information systems are in place, operating as intended and are actively building
towards full integration

¥ Processes are well designed, interact with human resources well but with scope for
more improvement.

1.4. Summary of Findings and Recommendations

Overall audit has found that in relation to internal control and financial management contract
management requires improvement with the new policy and framework to be endorsed.
Contracting reporting can be improved. User review of Phoenix and Authority users was not
evident and needs to be performed. Asset stock counts need to include office furniture which
is currently lacking. Improvements can also be made over credit acquittal timeframes, goods
receipted workflow, recruitment request form approval and elimination of manual timesheets.
Further, there is a lack of a formally documented IT security framework, change management,
user training, staff screening, change control and document maintenance that needs
addressing. Finally, the record keeping system can be reviewed for useability.

In terms of risk management, there were no issues noted. We acknowledge that the City has
engaged Riskwest to provide risk management training with a focus on service area risks and
facilitate business continuity scenarios. The City also intend on updating their Fraud and
Corruption Prevention policy and create a Fraud Management Plan with LGIS reviewing both
the policy and plan.

For legislative compliance the City was generally compliant with some minor issues including
having a dedicated communication channel for receiving legislative changes and having
procedures and systems internally reviewed.

1.5. Overall City’s Management Comment

The City's systems and processes are maturing and can accommodate recommendations
raised. The details of these action plans are provided under the finding and recommendation
section below.
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1.6. Overall Audit (STANTONS) Management Comment

Stantons accepts the provided action plans noted for each of the findings raised.

2. Maturity Assessment Criteria

L= Needs Impr

¥ Adhoc, non existent,
partially complete, out of
date policies and
procedures.

¥ Inadequately designed
and implemented
Internal controls.

¥ Controls not operatin
effectively as intented all
the time.

+ Information systems
are in place but not fully
operational or well
intergreted.

v Processes are not fully
designed and are fully
dependent on human
support.

\ a Improved

v Existing, up-to-date but
less robust, policies and
procedures.

¥ Adequately designed
internal controls but not
well implemented.

v Controls operating
effectively at times.

¥ Information systems
are in place, operaling as
intended and are actively
building towards full
intergration.

¥ Processes are well
designed, interact with
human resources well
and with scope for more
improvement

() e

¥" Robust, up-to-date
policies and procedures
are in place

¥ Adequately designed
well implemented
controls are in place.

v Controls operate
effectively as intended

¥ Information systems
are in place, fully
intergrated and operating
effectively.

v Processes are
effectively designed and
human resources rely on
these to achieve
objectives.

3. Disclaimer

This report is prepared solely for City of Vincent's internal use. Copying and
distribution of this report should be made with prior approval and consent from both

Stantons International and the City of Vincent's representatives.

We have conducted our review in accordance with the applicable Performance
Standards of the International Standards for the Professional Practice of Internal
Auditing. This content of this report therefore represents independent view by
Stanton’s International purely on the audit evidence provided by the City of Vincent
during audit fieldwork. Changes to the contents of the report without Stanton’s
involvement will render all contents less ‘independent” and unrepresentative of

Stanton’s position with regards to the contents contained therein.
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4. Risk Assessment Criteria

CRITICAL

The finding poses a severe risk to the
City if not appropriately and timely
addressed.

Commence remedial

immediately

action

The finding poses significant risk to the
City if not appropriately and timely
addressed.

Commence remedial
within 3 months

action

MODERATE

The finding poses less significant risk to
the City if not appropriately and timely
addressed.

Commence remedial
within 6 months

action

The finding poses minimal risk to the City
if not appropriately and timely
addressed, the risk may develop more or
cause other risks to develop.

Commence remedial
within 12 months

action

scope.

5. Limitation of Audit Scope

The audit is pleased to disclose that there were no aspects that resulted in a limitation of
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6. Details of Findings
6.1. Internal Control and Financial Management Review

The internal control review (per reg. 17) and the financial management review (per reg. 5) for
the City covered the following systems and processes within the City. Audit assessed the
adequacy of documented policies and procedures, approval authority requirements
(delegations of authority), adequacy of separation of duties, periodic reconciliations
performed, access controls, documentation maintained (record keeping) and adequacy of
reporting and monitoring.

We noted from an overall policy and procedures perspective that the City has a significant
number of policies requiring review and updating. In addition, outdated policies do not note an
owner or the next review date. However, we noted that the City has documented a policy
review plan noting all City policies that require revision. Audit expects that this process will be
ongoing, and we noted that any policy the City has recently developed or updated notes a
responsible officer for the policy and the next review date.

Ll Receipting, Banking and Debtors

Through inquiry with relevant staff members, and the performance of walkthroughs, audit
gained an understanding of the City's step-by-step receipting, banking and debtors systems
and processes, noting the design and implementation of the controls operating within the City
and the Authority system. It is worth noting, that the City’'s largest revenue stream, rates are
managed within their own module in Authority and have their own specific procedures and
process notes. To assess the operating effectiveness of the controls as well as transactional
compliance with the City's documented receipting, banking and debtors policies and
procedures, audit performed detailed walkthroughs and sample testing on each major revenue
stream. Audit noted that the City has multiple revenue streams. Audit reviewed the following
predominate revenue streams:

Rates and Charges: Income is generated from rates and charges levied on owners of
residential and commercial property within the City. Rates and charges are levied annually, it
is an automatic invoicing process referred to as the annual rates strike. Audit agreed a sample
of rates and charges levied for the financial year end 2020 and agreed each rates invoice to
the underlying supporting documentation and as receipted into the bank. Depending on how
the owner paid their rates and charges, monies are receipted into Authority via the upload of
external files from Australian Post, Bpay (Commbiz), Bpoint, E-services, Authority
automatically matches the receipt with the corresponding transaction (assessment). Auditalso
examined other controls performed by the rates team members such as periodic exception
reporting, valuation reconciliations, annual pool and bin register reconciliations. These
controls check that individual assessments (an owners billing information) are correct prior to
the rates strike. Audit also noted that the rates team perform a monthly rates module to general
ledger reconciliation which is reviewed and approved by the financial services manager, the
reconciliation also notes the percentage of rates balances outstanding to be collected.

Parking: Income is generated from charging users of the City's various carpark and kerbside
parking facilities. Depending on how the user paid for their parking, the parking transactions
are uploaded and receipted into Authority via files/reports received from SimplePay (parking
paid via credit card), WestSure (parking paid via cash) or Ezidebit (parking paid via direct
debit). Parking paid via the Easypark app are invoiced monthly by the City. Audit agreed a
sample of daily parking transactions entered into Authority to the underlying supporting
documentation and as receipted into the bank.

Infringements: Income is generated from issuing fines to the public when there has been a
breach of the City's Local Laws. Parking, dogs and property are the common infringement
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type notices issued by the City. The City uses Ticketor, which is a ticketing software system.
Each Ranger has a Ticketor portable device; this device is pre-set up with the different types
of infringements and applicable fees/charge for each infringement type. Infringements
transactions are uploaded into Authority via a daily file from the Ticketor system. Depending
on how the user paid their infringement, monies are receipted into Authority via the upload of
external files from Australian Post, Bpay (Commbiz), Bpoint, E-services and Authority
automatically matches the receipt with the corresponding transaction (infringement). Audit
performed a detailed walkthrough of the receipting process.

Beatty Park Leisure Centre: Income is generated from selling memberships, swim school
classes, casual entries, merchandise and use of créche facilities. Beatty Park Leisure Centre
(BPLC) uses Phoenix, a standalone accounting system. BPLC transactions and receipts
(other than direct debit) are booked into Authority via the cash report generated from the
Phoenix accounting system being provided to the Finance team whom manually receipt the
daily Phoenix transactions into Authority. Membership and swim school direct debit payments
are captured via Ezidebit, the finance team compare the transactions per the Ezidebit report
to Phoenix and manually receipt membership and swim school direct debits into Authority.
Audit agreed a sample of BPLC cash reports to underlying supporting documentation (i.e.
cash and EFTPOS reports) from Phoenix and as entered into Authority. We note that there
was no evidence to demonstrate that a user review has been conducted over Phoenix.

Sundry Income: Sundry income is predominately leases, licence fees and charges relating to
the City's facilities. Audit noted that standing invoices are primarily used to process these
transactions. Invoices are automatically created at the start of every month, monies received
into bank are manually receipted by the finance team. Audit agreed a sample of standing
invoices to underlying supporting documentation (i.e. leases) and as receipted into bank. Audit
noted that the finance team maintain an excel spreadsheet noting all standing invoices and
the billing frequency. Audit also examined the monthly debtors report provided to the financial

services manager for review.

A key control governing receipting and banking is the daily bank reconciliations that are
performed by the finance team. Bank reconciliations are performed via the bank reconciliation
module within Authority. Audit agreed a sample of bank reconciliations to underlying
supporting documentation, noting they are reviewed and approved by the financial services
manager.

. Purchasing, Payments and Creditors

Through inquiry with relevant staff members and performing walkthroughs, audit gained an
understanding of the City's step-by-step purchasing, payments and creditors systems and
procedures, noting the design and implementation of the controls operating within the City and
the Authority system. To assess the operating effectiveness of these controls as well as
transactional compliance with the City's policies and procedures, audit performed the following
tests. Audit selected a sample of purchase transactions (invoices) of various values during the
audit period, noting the various purchase orders approval thresholds within the City. Audit
agreed this sample of invoice payments during the financial year end 2020 and agreed each
payment to the underlying supporting documentation and as paid from the bank. Audit checked
expenditure was genuine and that adequate approval was sought. Audit reviewed the
fortnightly payment run process noting that all invoices and the remittance extract are provided
to the financial services coordinator/ financial services manager for a subsequent review and
approval. Actual payment from the bank was approved by two separate Commbiz authorisers.
Audit also reviewed the accounts payable month end process, noting that a payment summary
reconciliation is prepared monthly and reviewed and approved by the financial services
manager, a summary of which is presented to the Council monthly.
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Audit agreed a sample of new creditors to supporting documentation and noted the checks
performed. Audit also noted new creditors are reviewed by the financial services
coordinator/financial services manager during the fortnightly payment run approval process.
The supplier database is only accessible by the procurement team.

We also noted during our walk throughs that users are not to delete own purchase requisitions,
relying on others with the appropriate authority to perform this. This can lead to some
inefficiencies.

Ll Credit Cards

Credit cards are only used for purchasing goods and services on behalf of the City. Audit
tested a sample of credit cards issued during the financial year end 2020 and examined
whether appropriate approval was sought. In addition, audit tested a sample of credit card
acquittals agreeing the expenditure to underlying supporting documentation and as approved.

Ll Petty Cash
Petty cash is only used by the City for minor and incidental legitimate City expenses. Audit
noted the following Petty Cash kitties are maintained within the City:

+ Finance $500

» Beatty Park Leisure Centre $350

« CEO $200

« Library $400.

Petty cash is reimbursed by accounts payable on receipt of a Petty Cash Recoup form. Audit
sampled Petty cash reimbursement agreeing to the underlying supporting documentation and
as approved.

. Contract Management

Through inquiry with relevant staff members, and performing walkthroughs, audit gained an
understanding of the City’s contract management systems and processes, noting the design
and implementation of the controls operating within the City and the Authority system. It is
worth noting, that the City has recently implemented a contracts module within Authority as
part of their contract management improvement process which commenced in late 2019. Audit
obtained a copy of the new centralised contracts register maintained within the module noting
that it is still a work in progress as some contracts were missing their contract value amounts
and other important details such as contract start and end dates, supplier details, contract
spend to date etc. Expenditure against each contract will now be tracked within the module as
there is a function to select ‘contract purchase’ in the module when raising a requisition relating
to an existing contract. In addition to this, they have also drafted an updated contract
management policy and framework which are still under review and awaiting Council
approval/endorsement. The contract management improvement process is still ongoing and is
expected to be completed by December 2020. Audit also noted that the City has delivered
training on the new contract management process and module. Audit agreed a sample of
contracts per the contracts register to underlying supporting documentation such as Request
for Quotation (RFQ), public advertisement or exemption to advertise, copies of offers received,
letters issued to unsuccessful respondents, final signed version of contract issued, and
contract spend-to-date.

During our audit we noted that City was unable to locate contract related supporting documents
such as unsuccessful letters distributed to respondents and signed final version of contracts
issued. However, the roll out of the new contract management process along with the training
that had been provided will minimise the risk of contract documentation not being recorded
and maintained accurately.

Iltem 5.1- Attachment 1 Page 81

Iltem - Attachment 1 Page 96



COUNCIL BRIEFING 8 DECEMBER 2020

AUDIT COMMITTEE MINUTES 1 DECEMBER 2020

. Payroll and Personnel Processing (including timesheets)
Through inguiry with relevant staff members and performing walkthroughs, audit gained an
understanding of the City's payroll and personnel processing processes, noting the design and
implementation of the interface controls in place. The observed payroll and personnel
processing processes can be categorised as follows:

« fortnightly payroll processing

» addition of new employees

» termination of current employees

e leave processing.

Audit selected a sample of fortnightly pay runs, new employees and terminated employees
during the financial year end 2020. The sample was selected using random selection
techniques. Audit assessed that payroll runs are adequately checked, approved and paid.
Audit assessed that new employees and terminated employees are processed within Authority
accurately and timely. We noted that the proposed recruitment request form requiring approval
from Finance is currently in the process of being endorsed and rolled out.

. Asset Management

Assets greater than $5,000 are capitalised at cost and subsequently recorded at fair value.
Audit obtained the asset register and accompanying asset reconciliation performed at financial
year end 2020. The annual asset reconciliation is signed as prepared and reviewed. Assets
under $5,000 are expensed immediately. However, these assets are still maintained on a
register. As of March 2020, the onus for maintaining these registers was delegated to the
individual services areas. Audit tested a sample of asset addition and disposal transactions
during the financial year end 2020, agreeing transactions to underlying supporting
documentation, noting the City’'s budget is the key control for capital expenditure. Capital
expenditure for the upcoming financial year is agreed as part of the annual budgeting process.
The budget is uploaded into Authority and subsequent capital expenditure is reconciled to the
corresponding budget line item; any material variation is approved by the relevant Executive
Director. Capital disposals and the forecasted proceeds are approved during the budgeting
process also. Capital expenditure is also presented to the Council monthly.

The City is required to undertake a revaluation exercise (asset stock count) every five years.
The City performs this by asset category on a rolling basis. Property, plant, and equipment
was due to be counted during the financial year end 2020 but the process was delayed due
to COVID-19 impact. Audit reviewed evidence of prior years’ asset revaluation exercises
performed with no issues noted.

During our audit the asset procedure was updated to reflect that the different business units
that are now responsible for maintaining their own different areas maintaining their own
register. Also, procedures were updated for stock count frequency and revaluation frequency,
rolling basis for the different asset categories.

Ll Fringe Benefit Tax (FBT)

Audit noted that as part of the accounts payable process FBT transactions with an underlying
FBT event are identified and noted in the FBT workbook. In addition, the City in conjunction
with the Light Fleet Coordinator also reviews their fleet database for those motor vehicles that
have been flagged as FBT reportable. All transactions relating to these motor vehicles are
also transferred to the FBT workbook. This ‘catch all' approach ensures the City reports all
FBT events and include the resulting FBT balances in their annual FBT return. Separate tabs
are set-up in the FBT Workbook for each identified FBT category. Our audit assessed the
accuracy of FBT balances by discussing the process with the Financial Services Coordinator.
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. GST (Goods and Services Tax)

GST is accurately charged and recorded against debtor invoices and claimed and recorded
against creditor invoices within the system. Thus, GST balances used to populate the monthly
BAS (Business Activity Statement) return is driven by the system. Our audit identified that the
City performs monthly BAS reconciliations. The system has an inbuilt BAS processing module.
As part of our Accounts Payable testing above audit agreed the GST (if applicable) on the
sample invoices selected to the City's monthly BAS workings/return.

. IT Controls

The City has in place the “Developing Information Governance Program” document which
refers to the Local Government Act 1995 and the need to take governance seriously.
According to the Information Governance Initiative, information governance is the activities
and technologies that organisations employ to maximise the value of their information while
minimising associated risks and costs. Information governance is defined as an organisation-
wide framework for managing information throughout its lifecycle and supporting the
organisation’s strategy, operations, regulatory, legal, risk, and environmental requirements. It
was noted that the document is still in a draft form pending approval. Driving this it was noted
that the CEO KPIs 2019-2020 includes as an item the requirement to develop a new
governance framework and supporting capability which promotes quality, timely and
transparent decision making.

Supporting overall information governance are IT controls which consist of various policies
and procedures that provide an appropriate framework and dictate the technical measures
required to protect IT systems. We note that the City has a password policy that has been
implemented within Active Directory but there is no formal document such as an IT Security
Policy or equivalent that captures this. At present the password policy is what is currently
configured based on numerous discussions with its service provider. For supporting IT policies

such as end user computing, Internet policy, mobile equipment policy we note that the City
has the Information and Communications Technology Conditions of Use document from 13
June 2000 that is quite old and hasn't been amended. It the covers many areas such as use
of facilities, hardware, internet, purchasing, software, antivirus, email/fax, and conditions of
use but requires review and updating.

Supporting the IT security framework, it would be expected that there is some sort of user
training or inductions for IT security, however it was advised that the City does not have
anything formalised, however for new staff inductions it does include a basic introduction of
the IT Services across City of Vincent. The formal training is currently in the planning stage
and needs to be progressed. Further to detect if there are any issues with IT security there
should be some level of vulnerability management including intrusion detection and prevention
systems but these are not in place. Further to validate the bona fides of staff with high levels
of financial delegation or have high levels of system access, the use of background checks
and police checks are normally recommended, however at present this does not occur at the
City. Further, there was no formal evidence of Authority and Phoenix user reviews.

We also noted in terms of IT controls there are no formal mechanisms to control changes to
IT systems such as a change advisory board or equivalent. The use of an ad hoc change
control mechanism may lead to adverse impact of systems if changes are not probably
assessed and approved. This may require the restoration of previous versions or reliance on
the Disaster Recovery Plan in a worst-case scenario. There is a Disaster Recovery Plan in
place which was created in 2018 but is yet to be reviewed / renewed for 2020. It the covers all
key aspects of IT but will require review to confirm it caters for any recent changes in IT
infrastructure and systems.

There is a Business Continuity Plan in place for the Civic Centre and Works Depot (version 2)
which does not cover Beatty Park. The purpose of the Business Continuity Plan is to set out
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the principles to be followed, actions to be taken and resources to be used in responding to
an incident that could result in prolonged disruption of services and business activities of the
City located in Civic Centre. This plan is designed to address significant disruptions to entire
workflows or processes that result from a total infrastructure outage or denial of access to the
work premise. We note that the City has engaged Riskwest to perform a business continuity
scenario exercise testing the Business Continuity test. Further during COVID-19 the entire
office was cleared, and everyone worked from home which was in effect a live test of the plan.
Each team was still able to provide the various services as needed.

Overall, in terms of IT controls we note that although technically the City has implemented
many controls, there is a distinct lack of a formal IT security framework which would generally
guide the technical measures required. Further there is a distinct lack of preventative and
detective controls in relation to IT such as vulnerability management and the validation of
employees in sensitive positions. Further there is no ongoing testing of the BCP nor a regime
to ensure supporting IT documents are kept up to date.

Assessment

Our review entailed an overview of the above areas, assessing key controls and considering
whether the systems and procedures in place are appropriate and effective for the City's
current level of operations and structure. Audit concludes the internal control environment is
deemed adequate based on our understanding and review of the systems and processes in
place, with the exception of contract management however, audit acknowledges that the City
is aware of the inadequacies within this area and has already commenced an improvement
plan. To further strengthen the control environment, the review has highlighted the need to
improve system access review and complete the review and updated various City policies.
Further findings are documented below together with recommendations that we believe would
assist the City to further strengthen their financial management and internal control
environment.

1. The City's previous contract management | MODERATE | Administration has focused on
processes were inadequate. Contracts improving contract management
were currently managed within the different over the last 12 months, which has
business units leading to poor oversight by included the implementation of a
the Cily on existing contracts, the City had new  contract's  management
no assurance that contracts were being module in Aulh_orltv ?’“" creatl_on i
managed adequately and spending was in :ofl?rg"ciac:n:aar?alzl:r:]el::llmfjrl:;:txbri
accordance with the City’s delegations or if haclalsolbeentdratadlandbwillbe

there were duplicate contracts in place presented to T

providing identical/similar services/goods. Management Committee early next

However, the City is currently in the year. Training will then be rolled out

process of improving their contract to all staff that manage contracts at

management processes by implementing a the City.

new contract management module in

Authority, and creating a new contract Responsible Person: Executive

management framework reflecting this new Financial Services Manager
process Completion Date: 30 June 2021

RECOMMENDATION

Audit recommends that the City promptly
review and present to Council the revised
contract management policy and contract
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management framework outstanding to be
endorsed.

2. The City does not centrally report and
monitor the status of current contracts or
review the effectiveness of their
management or check for any ongoing
issues.

RECOMMENDATION

Audit recommends that the City regularly report
contract spending, upcoming contract expiry
dates, contract variations or extensions or any
contentious  contract  issues lo  senior
management, this could be done via the weekly
Corpex or monthly EMC meetings. The
transition to the contract management module
within  Authority should easy facilitate the
compiling of this information so it can be
reported.

MODERATE

Management will ensure that
information  relating to new
contracts, contracts to expire in the
next 6 months, any contracts that
have contentious issues and any
contract with excess spend will be
included in  EMC’s  monthly
reporting

Responsible Person: Executive
Financial Services Manager
Completion Date: 31 March 2021

3. There was no evidence that random live
tests of user access are performed over the
Phoenix system at Bealty Park.

RECOMMENDATION

The City should randomly review user access
on the Phoenix system to ensure it is line with

what the actual user requirements.

MODERATE

The City will conduct an access
review immediately and then
schedule 6 monthly reviews of all
users on Phoenix.

Responsible Person: Manager
Beatty Park Leisure Centre
Completion Date: 31 December
2020

4. The City's current asset policy and related
asset procedures do not reflect the recent
changes the City made requiring the
different service areas to maintain their own
asset register for assets less than $5,000.

RECOMMENDATION

Audit recommends the City updates their asset
process to reflect that asset registers for assels
less than $5,000 are to be maintained by the
different services areas.

The City's asset procedure will be
updated, and training and guidance
will be provided to staff on the
basics of asset management,
including maintenance of asset
register for assets less than $5,000.

Responsible Person: Executive
Manager Financial Services
Completion Date:31 March 2021

5. The City's current asset policy and asset
procedures do not disclose the City's
procedure for counting and revaluing
assets. The City currently counts and
revalues assets by category on an annual
rotating basis.

RECOMMENDATION

Audit recommends the City updates their asset
process to reflect that the City counts and
revalues assels by category on an annual
rotating basis.

The City currently revalue assels
every 3-byears as per the
requirement of the Financial
Management Regulations. The
City's asset procedure will be
updated, and training and guidance
will be provided to staff on the
basics of asset management,
including verification of assets.

Responsible Person: Executive
Manager Financial Services
Completion Date: 31 March 2021
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6. Through our inquiries regarding asset stock
counts and sighting assets within the City’s
premises, audit noted that assets (office
furniture) are not tagged or barcoded.

RECOMMENDATION

Assels not tagged and barcoded cannot be
counted correctly. All assets should be
barcoded.

MODERATE

Tagaing or barcoding of assets will
nol be utilised, as an alternative
Administration will ensure all asset
registers are maintained for assets
less than $5000 by the respective
manager. Finance will conduct a
compliance testing and accuracy of
these asset registers every 6
months. The asset procedures will
also include verification of assets to
be conducted.

IT Equipment, asset register for
portable assets is in the process of
being updated on a new software,
Asset Sonar. This work has
commenced in March.

Responsible Person: Executive
Manager Financial Services
Executive Manager Information and
Communication Technology
Completion Date 31 March 2021

7. The City's proposed recruitment request
form requiring approval from Finance is not
yet endorsed and rolled out.

RECOMMENDATION

The City endorse and enforce the use of the
proposed recruitment request form and this will
ensure all necessary business units are aware

of employees being recruited outside of

approved positions.

The new Recruitment Request
Form which includes sign off from
Finance for all vacant positions and
fixed term appointments was
implemented in September 2020.

Responsible Person: Executive
Manager Human Resources
Completion Date: Actioned

8. The City uses manual timesheets,
predominately for those employees who
work in the depot and recreational leisure
centre.

RECOMMENDATION

The use of manual timesheets should be
eliminated, it is worth noting that the City has
already noted this as a finding within their own
audit log.

MODERATE

The City requires a robust online
time-sheeting system which is fit for
purpose of a casual workforce (i.e.
Beatty Park) that is flexible, easy to
use and aligned to the relevant cost
centres and employment.

Administration has determined that
Civica's  online  time-sheeting
module will be suitable for the City.
The module however can only be
implemented once work orders are
activated as part of the Chart of
Accounts project scheduled for
completion in July 2021. Online
time-sheeting will have a mobile
option as well. The scoping of this
project will be requested to
commence in March next year with
implementation in December 2021.

Responsible Person: Executive
Manager Human  Resources,
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Executive Manager Information and
Communication Technology
Completion Date: 31 December
2021

9. There was no evidence of formal review of
users' access privileges to Authority to
ensure that users do nol have access lo
unsuited functions/modules. IT

RECOMMENDATION

The City should randomly review user access
to ensure it is line with whal the actual user
requires. The City should regularly review every
users’ access privileges to Authority to ensure
that users do not have access to unsuited
functions/modules, this could also include
reviewing financial delegations within Authority

MODERATE

In response to this finding, the City
has commissioned a project with
Civica (vendor for  Authority
software) to provide ‘Authority User
Access and Security Restructure’.
The overall objectives of the project
are to provide:

* A structured,
and more
understood
security model
Better visibility of user
access and permissions
Simpler administrative
management control of
users and permissions

The project has been estimated to
run for 8 — 10 weeks. The City is
reviewing scheduling with Civica
given several other Authority
changes already in motion, in
particular the software upgrade
from version 6.11 to 7.1_ If Civica is
not able fo commit additional
resources to this project in early
2021, completion will be aligned to
7.1 go live in August 2021.

consistent
easily
Authority

Responsible Person: Executive
Manager Information and
Communication Technology

Completion Date: 31 August 2021

10. IT Controls are lacking across a few areas
including a formal IT security framework or
policy, out of date supporting policies, user
training, vulnerability management, staff
screening, change control, BCP tesling and
document maintenance.

RECOMMENDATION

IT Controls need enhancement including the
creation of an IT security framework or policy,

ensuring supporting policies such as the
Information and Communications Technology
Conditions of Use is reviewed and updated,
implementing user security training, having
vulnerability management such as an intrusion
prevention and detection system. Also there
needs to be staff screening implemented for
sensitive position holders (high financial
delegations/high system privileges), formal

MODERATE

Agree. The City will formalise its
draft Information Security Program
to document and govemn security
training, vulnerability management,
change control and continuity
testing. (align to OAG Finding 5).

Responsible Person: Executive
Manager Information and
Communication Technology
Completion Date: 31 March 2021
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change control such as a change advisory
board, defined BCP testing regime and
ensuring IT documents are maintained and kept
up lo date.

11. Poor retrievability of information, audit
noted the term ‘container’ used. Record
keeping of contract documentation is
inefficient and leads to poor retrievability.
The record keeping system does not
facilitate the use of sub folders which
results in all documented related to a
subject/topic being saved in a ‘container’.
With regards to contracts, there are a large
number of supporting documentation within
these ‘containers’ thus it can take some
time to retrieve the sought after document.
IT

RECOMMENDATION

The City should review useability of their record
keeping system ensuring that it is operating
effectively.

Agree. The City will review its
record keeping system to ensure it
is operating effectively.

Responsible Person. Executive
Manager Information and
Communication Technology
Completion Date: 31 March 2021

1. For procurement process efficiency allow user to delete own purchase requisition.

2. For payment run process efficiency activate Authority's goods receipting function across all

goods and services.
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6.2. Risk Management Review

The risk management process involves the systematic application of policies, procedures and
practices to the activities of communicating and consulting, establishing the context and
assessing, treating, monitoring, reviewing, recording and reporting risk. Audit noted that the
City has a risk management policy in place which sets the tone for the City's risk management
approach and establishes the risk management responsibilities of Council members and City
employees. Audit noted that the City has a dedicated corporate governance function whom
are responsible for risk management and have adopted an organisation-wide risk
management approach to identifying and managing risks associated with the performance of
the City's functions and the delivery of services. Audit noted that the City has documented its
risk management framework (referred to as an administrative procedure) which further defines
the systems and processes in place in the City, enabling their risk management process and
facilitating them in achieving their strategic, operational and project objectives. Audit noted
that the policy has been approved by Council and the Administration Procedure will be
approved by the Executive at the end of the year after updating. Riskwest has been engaged
to assist in this process.

Audit noted that the previous reg. 17 review found risk management procedures and systems
to be incomplete, no longer current, lacking in consistency and implementation and only
partially appropriate but generally ineffective. However, audit noted per discussions with staff
members from the corporate governance function that the City has put in considerable effort
in establishing their risk management process over the past year. On identifying that their risk
management procedures and systems were incomplete the City set out establishing risk
management practices. Audit noted the achievement of the following risk management
activities over the past year:

1. Setting the City's risk context (i.e. risk appetite) — audit noted that the City engaged a third
party consultant to develop the City's risk appetite and tolerance statements. Audit noted that
the risk context has been endorsed by Council on 16" June 2020.

2. Reconfirming the City's risk policy — audit noted that the City’s risk management policy was
updated and re-endorsed by Council and the executive team. Audit noted that the risk policy
provides risk consequence and likelihood criteria, a risk classification matrix, and a risk rating
and management matrix.

3. Documenting the City's risk management framework — as noted above this framework will
be approved by the Executive. Once approved the City will communicate the risk management
framework across the organisation and embed it into the City's practices and processes.

4. Risk management training — audit noted the City engaged a third party consultant (Riskwest)
to conduct workshops with the Council, Audit Committee and executives/staff members on
such risk topics as risk education, strategy and planning, risk appetite, and risk register
development. Going forward risk management training will be provided to staff commencing
at induction. In addition, regular risk management awareness information will be
communicated via the Vintranet.

5. Development of a corporate risk register — audit noted the City engaged a third-party
consultant to prepare a corporate risk register for the City. Details noted for each identified
risk (register includes both strategic and operational risks) include risk category and
description, impact analysis, current risk management strategy, required risk management
actions, risk owner and timeframe. Audit noted that the corporate risk register will be
progressed. Risks are report to EMC each month and Audit Committee at each meeting. The
Audit Committee approves the risk management actions for high and extreme risks

8. Identified risks have been aligned to service area deliverables per the updated SoaPs —
audit noted that the City's SoaPs have been updated to include the risks and issues for each
service are deliverable.
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All material risk management matters are reported to the City's Audit Committee whom are
positioned to monitor risk management. Only high and extreme risks per the corporate risk
register will be presented to the Audit Committee which are held every two months. However,
the complete corporate risk register will be presented at the Executive Management
Committee (EMC) meeting each month.

Audit noted that the City has a Fraud and Corruption Prevention policy in place, however it
requires review, the existing policy notes a February 2018 review date. The City currently has
no reporting system or management plan in place for fraud and misconduct risks. As part of
the policy review these too should be developed and implemented. It is worth nothing that
these inadequacies are noted as findings on the City's audit log. Audit noted the following
response (action) from the City per their audit log: ‘Governance will review the City’s current
Fraud and Corruption Prevention Policy. The City will investigate systems and processes to
report, review and manage any potential fraud, including anonymous reporting and the
escalation of fraud reporting. The proposed implementation date is December 2020. Human
Resources with the support of Governance will develop and implement an online fraud
awareness training program to be completed by all staff. New staff will be required to complete
the training as part of their online induction process and current staff will receive notification
to complete the training annually via the induction portal. Development of the training program
will commence in September 2020 and requires linkage to the Fraud Management Plan and
Risk Management Framework'. The risk identification process is the most important aspect of
risk assessment. The application of all other aspects for risk assessment is dependent on the
accuracy and completeness with which risks are identified. Raising awareness and providing
adequate training on the topic of risk management is key to rigor in risk identification which is
essential to effective risk management. Audit noted that Riskwest has been engaged to
provide risk management training with a focus on service area risks and facilitate business
continuity scenarios. The City also intend on updating their Fraud and Corruption Prevention
policy and create a Fraud Management Plan with LGIS reviewing both the policy and plan.

As noted under 7.1 above the City has a Business Continuity Plan in place. It was developed
in March 2020 and will be reviewed annually.

It is also worth noting that the City has a dedicated Occupational Safety and Health (OSH)
contact as well as an OSH Committee whom meet quarterly. In addition to this the LGIS
provide health and safety support and meet with the City's OSH contact bi-monthly.

Assessment

Audit concludes that the Risk Management Policy and Framework are well documented and
cover all the key requirements per AS/NZ ISO 31000 Risk Management Standard. Audit
identified that the newly developed risk management procedures and systems are adecquate
by design but the overall effectiveness of these procedures and systems have not been
assessed as they have only just been developed and yet to be fully implemented.
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6.3. Legislative Compliance Review

A robust compliance culture stems from organisational value which emphasises commitment
to legal and regulatory compliance, integrity and business ethics. Audit noted that the City has
a dedicated corporate governance function whom are responsible for legislative compliance.
Senior staff within this function are actively engaged with relevant local government agencies
such as WALGA (Western Australia Local Government Association), the Department of Local
Government and other Local Governments whom offer advice and support in this area. Senior
staff also attend professional forums and workshops on this topic ensuring they are kept up-
to-date with any legislative changes. All legislative compliance matters are reported to the
City's Audit Committee whom are positioned to menitor legislative compliance.

Audit noted that the outcome per the previous reg. 17 review found legislative compliance
procedures and systems were found to be largely inappropriate and ineffective. What was
lacking was a systematic process through which legislated requirements were identified,
responsibility for compliance allocated, and the required compliance actions validated and
reported against. However, audit noted per discussions with staff members from the corporate
governance function that the City recently development and adopted a compliance calendar
which implements a structured and systematic process to managing legislative compliance
and thus addresses this finding. Audit noted that the compliance calendar notes all of the City's
required compliance actions by month along with the business unit (i.e. service area)
responsible for the completion the required compliance action. The calendar will also capture
the status (including date of completion) of each compliance action and a reference to
evidence validating completion. The compliance calendar will be reviewed annually to ensure
any legislative changes or updates that have occurred are captured in the compliance
calendar. Audit noted that compliance obligations are also embedded within the City’s Service
Plans, referred to as SoaPs (Service on a Page). Every service provided by a service area
(i.e. business unit) has a SoaP which outlines the required deliverables for that service. These
deliverables are aligned to the underlying legislative requirements (if the deliverable is driven
by legislation). Embedding compliance responsibilities into the SoaP will support compliance
obligations being submitted on a timely basis.

Audit also noted that the City has also recently developed and implemented a corporate
calendar. This calendar is effectively an annual forward agenda for the City noting the
commencement, completion and reporting of key activities and deliverables. The corporate
calendar will assist the City with maintaining legislative compliance and notes when some of
the City's key documents relevant to legislative compliance are reviewed and reported to the
Audit Committee and to Council.

It is also worth noting that internally, the City maintains a strong documentation base to assist
staff with their management of compliance with applicable legislation. This includes Local
Laws, a Code of Conduct, and various policies and management guidelines. All of these
documents highlight the various legislative requirements that are applicable to ensure readers
are fully aware of their obligations and how they link back to the applicable legislation.

Like all local governments the City is usually notified by WALGA of any key changes or
updates to legalisation. Audit noted that the City does not appear to have a dedicated
communication channel for receiving information on these legislative changes and updates
and this information could be received via any number of channels. To ensure the City is
promptly aware of any legislative changes or updates a dedicated communication channel
should be used to receive such information. Those external agencies that provide such
information should be directed to use this dedicated communication channel. The City already
has a dedicated governance email and through our discussions with staff members from the
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corporate governance function it was suggested that this email address be used to receive
such information.

The City is mandated under the Local Government Act 1995 and Local Government (Audit)
Regulation 14 to undertake an annual Compliance Audit Return which is to be submitted to
the Department of Local Government prior to 31 March each year. A selected review of the
2019 and 2018 Returns noted that the City reported three and two areas of non-compliance
respectively. Audit noted that remedial action was taken immediately by the City and the City
is in fact largely compliant. Audit noted that all registers, as required by legislation, are
maintained and kept in good order, other than the Contracts register which is currently being
worked on by the City and is estimated to be completed by the end of this calendar year.

Assessment

Audit concludes that the legislative compliance component of the City's overall governance
framework has evolved in recent years and the City has now formalised its legislative
compliance control procedures. Audit observed that the commitment by the City’ leadership to
fully comply with legislative requirements is reflected in the recent development and
implementation of its compliance and corporate calendars along with the linkage of service
deliverables to underlying legislative requirements per the SoaPs. In addition, the City’s robust
systems of internal controls and appropriate risk management further mitigates and prevents
non-compliance. However, the review has found the below findings and recommendations
which audit believe would assist the City to further strengthen their legislative compliance
responsibilities.

12. The City does not have a dedicated
communication channel for receiving
legislative changes/updates.

RECOMMENDATION

MODERATE | Agree. Administration has now
established the
governance@vincent. wa.gov.au
as the dedicated channel, and
advised WALGA so that all
updates are received and collated
in a systematic manner.

Audit recommends the City identifies a
dedicated communication channel (ie. the
City's governance email address) to receive

information on any legislative changes or
updates. This email address should be
communicated to all those external agencies
who inform the City of any legislative changes
or updates. This ensures that no legislative
change or update is overlooked, delayed being
implemented or even missed all together.

Responsible Person: Executive
Manager Corporate Strategy and
Governance

Completion Date: Actioned

13. Legislative compliance procedures and
systems are not internally reviewed and
audited.

RECOMMENDATION

Audit recommends when developing the City's
strategic audit plan, legislative compliance
reviews should be included to be performed,
this will also cover off on the City's future
requirements to perform legislative compliance
reviews under reg. 17. However, it is worth
noting that the City has identified quarterly
compliance auditing as a recommendation per

Agree. This will form part of the
annual internal audit program.

Responsible Person: Executive
Manager Corporale Strategy and
Governance

Completion Date: 30 April 2021
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their own risk management, internal control,
and legislative compliance improvement plan.
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Appendix A - Definitions and Acronyms

_Acronyms

Stands for:

The City

City of Vincent

'WALGA
EMC

Western Australia Local Government Association
Executive Management Committee

FBT

Fringe Benefits Tax

GST

Goods and Service Tax

BAS

Business Activity Statement

SoaPs

Service on a Page

PO

Purchase Order
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5.6 ICT AUDIT
Attachments: Nil

RECOMMENDATION:
That the Audit Committee recommend to Council that it:
1. NOTES status updates to the two Significant findings actions arising from the Office of the

Auditor General’s Audit findings identified during the information systems (ICT) audit for the
period 1 July 2019 — 30 June 2020.

COMMITTEE DECISION ITEM 5.6

Moved: Cr Gontaszewski, Seconded: Cr Wallace
That the recommendation be adopted.

CARRIED UNANIMOUSLY (5-0)

For: Mr Manifis, Cr Wallace, Mr Piper, Cr Gontaszewski and Mr Smith
Against: Nil
(Cr Topelberg was an apology for the Meeting.)

(Cr Loden was an apology for this Item.)
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5.4 REVIEW OF THE CITY'S AUDIT LOG
Attachments: 1. Audit Log as at 24 November 2020 1 &

RECOMMENDATION:

That the Audit Committee recommends to Council that it NOTES the status of the City’s Audit Log as
at 1 December 2020, at Attachment 1.

Moved: Cr Gontaszewski, Seconded: Mr Piper

That the recommendation be adopted.

AMENDMENT 6

Moved: Cr Gontaszewski, Seconded: Mr Piper

That a recommendation be added as follows:

2. NOTES the amendment to the proposed completion date for the following items:

1) EA 2020/10 (1) (a) and (b) - Office of the Auditor General Information Systems Audit -
Database Security

2) [EA 2020/10 (3) Office of the Auditor General Information Systems Audit - Segregation of
Duties

3) EA 2020/10 (4) - Office of the Auditor General Information Systems Audit — Information
Security Policy

4) EA 2020/10 (9) - Office of the Auditor General Information Systems Audit - Authority
User Review Process

5) EA 2020/10 (12) - Office of the Auditor General Information Systems Audit —
Unauthorised Device Connections

6) EA 2020/10 (18) - Office of the Auditor General Information Systems Audit — Contract
Management

7) EA 2020/10 (20) - Office of the Auditor General Information Systems Audit - Business
Continuity Plan - Testing

AMENDMENT CARRIED (5-0)

For: Mr Manifis, Cr Wallace, Mr Piper, Cr Gontaszewski and Mr Smith
Against: Nil
(Cr Topelberg was an apology for the Meeting.)

(Cr Loden was an apology for this Item.)
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COMMITTEE DECISION ITEM 5.4

That the Audit Committee recommends to Council that it:

1. NOTES the status of the City’s Audit Log as at 1 December 2020, at Attachment 1.

2. NOTES the amendment to the proposed completion date for the following items:

For:

Against:

EA 2020/10 (1) (a) and (b) — Office of the Auditor General Information Systems Audit -
Database Security

EA 2020/10 (3) Office of the Auditor General Information Systems Audit - Segregation of
Duties

EA 2020/10 (4) - Office of the Auditor General Information Systems Audit — Information
Security Policy

EA 2020/10 (9) - Office of the Auditor General Information Systems Audit - Authority
User Review Process

EA 2020/10 (12) - Office of the Auditor General Information Systems Audit —
Unauthorised Device Connections

EA 2020/10 (18) - Office of the Auditor General Information Systems Audit — Contract
Management

EA 2020/10 (20) - Office of the Auditor General Information Systems Audit - Business
Continuity Plan - Testing

CARRIED UNANIMOUSLY (5-0)

Mr Manifis, Cr Wallace, Mr Piper, Cr Gontaszewski and Mr Smith

Mil

(Cr Topelberg was an apology for the Meeting.)

(Cr Loden was an apology for this Item.)

NOTES:

Conley Manifis left the Committee Room at 4.05pm and re-joined the Meeting electronically
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Attachment 1 - Audit Log as at 1 December 2020 - Confidential
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PROCEDURAL MOTION

Moved: Cr Gontaszewski, Seconded: Mr Piper
To defer items

5.2 Review of Office of the Auditor General Audit Report - Waste Management - Service Delivery
5.5 Risk Assessment of Ageing Sporting Infrastucture Assets

to the next Audit Committee meeting, 2 March 2021, due to time constraints

CARRIED UNANIMOUSLY (5-0)

For: Mr Manifis, Mr Piper, Cr Gontaszewski and Mr Smith

Against: Nil

{Cr Topelberg was an apology for the Meeting.)

{Cr Loden was an apology for this Item.)
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6 GENERAL BUSINESS

Nil

7 NEXT MEETING

2 March 2021

. Internal audit program

. Statutory Compliance Audit Return

. Review of Audit Log

. Review of Corporate Risk Register

. Risk Assessment of Ageing Sporting Infrastructure Assets

. Review of Office of the Auditor General Audit Report - Waste Management - Service Delivery
. Update on the implementation of the Contract Management Framework

. Fraud Update and Emerging Issues — Governance, Risk and Compliance — if applicable

. OAG Performance Audit and Other Audit/ Best Practice Recommendations — if applicable

8 CLOSURE

There being no further business the meeting closed at approximately 4.13pm.

These Minutes were confirmed by the Audit Committee as a true record and accurate of the Audit Committee
meeting held on 1 December 2020.

Signed: Mr Conley Manifis

Dated
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