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MACEKAY REGIONAL COUNCIL

Statement of Comprehensive Incomse
For the year ended 30 June 2015

QAO
certified statements

Income
Revenue
Recurrent revenne
Rates, levies and charges
Fees and charges
Rental income
Imterest received
Sales contracts and recoverable works
Other recurrent income
Grants, subsidies, contributions and donations

Capital revenue
Grants, subsidies, contributions and donations
Total revenue
Capital income
Total income

Expenses
Recurrent expenses
Employee benefits
Materials and services
Finance costs
Depreciation and amortisation

Capital expenses
Total expenses
Net result
Other comprehensive income
Items that will not be reclassified to net result
Increase (decrease) in asset revaluation surplus
Total other comprehensive income for the vear

Total comprehensive income for the year

3ia)
3(b)

3(c)
3d)

4(a)

4(v)

00 =1 &n W

17

2015 2004
Actual Actual
b3 L
213,085910 203,870,178
19,805,040 25,499,645
721,184 596,250
6,122.912 5,608,861
6,740,396 8,031,002
2,855,567 2,785,058
15,941,424 20,819,163
265,272433 267,210,247
123,315,500 166,675,637
3RB, 587,933 433 RRS5,BR4
920,326 254,049
389,508,259 434,139,933
(75,166,936) (77,789,249)
(98,343,824) (117,795.454)
{19,340,463) (14,850,749)
(69.076412) (63,351.847)
(261,927.633) (273,787,299}
(34,398, 782) (64,828,.361)
(296,326417) (338.015,660)
93,181,842 95,524,273
177,560,941 (24,054,413)
177,560,941 (24,054,413)
270,742,783 71,469,860
= ————

The above statement should be read in confunction with the accompanying notes and summary of significant accounting policies.,
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MACKAY REGIONAL COUNCIL

Statement of Financial Position
as at 30 June 2015

2015 2014
Actual Actual
Note ] 5

Currenl assets

Cash and cash equivalents 1] 141,669,420 149,491 490

Trade and other receivables 11 19,212,202 18,641,291

Inventories 2,604,760 3,000 858

163,486,481 171,142,639

Non current assets classified as held for sale 2,532,000 2,447,000

Total current assets 166,018,481 173,589,639
Non-current assels & investments

Trade and other receivables 11 1,450,000

Investments 1,454,945 .

Property, plant and equipment 12 3.575,804.997 3,338,942,043

Intangible assets 1,619,714 1,892 605

Total non-current assets 3,580,329, 656 3,340,834 648
Total assels 3,746,348,137 3,514,424 287
Current liabilities

Trade and other payables 14 19,697,394 26,124,777

Borrowings 15 11,297,211 11,893,714

Provisions 16 34,574,981 34,297.426

Other lhabilities 1,042,038 1,222,965

Total current liabilities 66,611,624 73,538,882
Non-current liabilities

Borrowings 15 184,788,860 224,165,696

Provisions 16 7,696,895 6,763,983

Total non-current liabilities 192,485,755 230,929,679
Total linbilities 259,097,379 304,468,561
Nel community assets 3,487,250,758 3,209,955.726
Community equity

Retained surplus 1,928,492.912 1,828,758,821

Asset revaluation surplus 17 1,558.757.846 1,381,196,905
Total community equity 3,487,250,758 3,209,955,726

The above statement should be read in confunction with the accompanying notes and summary of significant accounting policies.
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MACKAY REGIONAL COUNCIL

Statement of Changes in Eguity
For the year ended 30 June 2015

Balance as at 1 July 20014
Opemng balance adjustment

Met result
Increase in asset revaluation surplus
Total comprehensive income for the year

Balance as at 30 Junc 2015

Balance as at 1 July 2013
Opening balance adjusiment

Net result
Decrease in assel revaluation surplus
Total comprehensive income for the year

Balance as at 30 June 2014

Mot

12

Retained surplus Asset revaluation Tatal
surplus
17
5 ] 5
1,828,758.821 1,381,196,905 3,2049.955,726
6,552,249 - 6,552,249
1.835311,070 1,381,196,905 3.216507,975
93,181,842 03,181,842
177,560,941 177,560,941
93,181,842 177,560,941 270,742,783
1,928.492,912 1,558,757,846 3.487,250,758
—_—
1,725,263,954 1,405,251,318 3130515272
7,970,594 - 7,970,554
1,733,234,548 1,405,251,318 3,138,485 866
05,524,273 95,524,273
: (24,054,413) (24.054,413)
05.524,273 (24,054.413) 71469860
1,828,758,821 1,381,196,905 3,209.955,726

The above statement showld be read in conjunction with the accompanying notes and summary of significant accounting policies.

~ QAD
cerlified statements
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MACKAY REGIONAL COUNCIL

Statement of Cash Flows
For the year ended 30 June 2015

QAO
cerified statements

Cash Nows from operating activities:
Receipts from customers
Pavments (o suppliers and emplovees

Interest received
Non capital grants and contributions
Bormowing costs

Net cash inflow from operating activities

Cash flows from investing activities:
Payments for property, plant and equipment
Payments for investment
Capital receipts
Proceeds from sale of property plant and equipment
Grants, subsidies, contributions and donations

Net cash outflow from investing activities

Cash flows [rom financing activities:
Proceeds from bormowings
Repayment of borrowings

Net cash outllow from financing activities

Net decrease in cash and cash equivalents

Cash and cash equivalents at beginning of the financial year

Cash and cash equivalents at end of the financial year

Note

22

15

0

2015 2004
Actual Actual
L] 5
240,791,469 250,900,051
(180,366,226) (210.051,893)
60,425,242 40,848,158
5,689,810 5,300,468
15941424 20,819,163
(17,979, 194) (13,525,067)
64,077,282 53,442,722
(76,150,018) (130,106.760)
(2,001)
920,326 254,049
1,044,097 5,216,195
42,261,583 59,609,598
(31.926,013) (65,026,918)
14,656,187
(39.973,339) (10,544,034)
(39,973,339 3,812,153
(7.822,000) (7,772,043)
149,491 490 157,263,533
141,669,420 149,491,490

The abave statement should be read in conjunction with the accompanying notes and summary of significant accounting policies.
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MACKAY REGIONAL COUNCIL

Notes to the Financial Statements
For the year ended 30 June 2015

1 Summary of significant accounting policies

1. 1 Basis of preparation
These general purpose financial statements are for the period 1 July 2014 to 30 June 2015 and have been
prepared in compliance with the requirements of the Local Government Acy 2009 and the Local Government

Regulation 2012

Consequently, these financial statements have been prepared in accordance with all Australian Accounting
Standards, Australian Accounting Interpretations and other authoritative pronouncements issued by the
Australian Accounting Standards Board.

These financial statements have been prepared under the historical cost convention except for the following:

- financial assets and liabilites, certain classes of property, plant and equipment and investment property
which are measured at fair value;
- assels held for sale which are measured at fair value less cost of disposal.

Mackay Regional Council is constituted under the Queensland Local Government Act 2009 and is domiciled
in Australia.

The Council uses the Australian dollar as its functional currency and its presentation currency.
Amounts included in the financial statements have been rounded to the nearest 51.

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

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

Capital Revenue includes grants and subsidies received which are tied (o specific projects for the replacement
or upgrade of existing non-current assets andfor investment in new assets. It also includes non-cash
contributions which are usually infrastructure assels received from developers,

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

- disposal of non-current assets
- discount rate adjustments to restoration provisions
- revaluations of investment property and property, plant and equipment.

All other revenue and expenses have been classified as "recurrent”.

1. 2 Statement of compliance
Because the Council is a not-for-profit entity and the Auvstralian Accounting Standards incluede requirements
for mot-for-profit entities which are inconsistent with International Financial Reporting Standards (IFRS), 10
the extent these inconsistencics are applied, these financial statements do not comply with IFRS. The main
impacts are the offsetting of revaluation and impairment gains and losses within a class of assets, and the
timing of the recognition of non-reciprocal grant revenoe.

Page 7
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MACEKAY REGIONAL COUNCIL.

Notes 1o the Financial Statements
For the year ended 30 Jane 2015

Basis of consolidation
The financial statements do not incorporate the assets and liabilities of entities controlled by Mackay
Regional Council because thev are not considered material.

Adoption of new and revised Accounting Standards

In the cumrent year, Council adopted all of the new and revised Standards and Interpretations issued by the
Australian Accounting Standards Board (AASB) that are relevant to its operations and effective for the
current reporting period. The adoption of the new and revised Standards and Interpretations has not resulted
in any material changes to Council's accounting policies.

With the application of AASE [0 Consolidated Financial Statemenis for the first time this year, Council
identified two controtled entities, Mackay Region Enterprises Pty Lid which was incorporated during the
period and the Artspace Mackay Foundation which was not previously considered to be controlled by
Council. These entities are not considered material to Council's business and as such the financial statements
have not been prepared on a consolidated basis to include these entities.

AASB 101 Presentation af Financial Statements will 1ake effect from 1 January 2016 and states that an entity
need not provide a specific disclosure required by an Australian Accounting Standard if the information
resulting from that disclosure is not material. In anticipation, Council has simplified its disclosures in
accordance with the AASB 101 changes,

The Auvstralian Accounting Standards Board (AASB) has issued an update to AASB 13, This update provides
relief for not-for-profit public sector entities from making some previously required disclosures about the fair
value measurement of property, plant and equipment assets which are primarily held for internal or policy
use, rather than to eamn revenue. More specifically, the disclosure of quantitative information about the
significant unobservable inputs used in fair value measurements and the sensitivity of certain fair value
measurements to changes in unobservable inputs will no longer be required and is reflected in these financial
statements.

From 1 July 2006 AASE 124 Related Party Disclosures will apply to Council. This means that Council will
disclose more information about related parties and transactions with those related parties. Council is
currently preparing for this change by identifying related parties. Related partics will include the Mayor,
Councillors and some Councii staff. In addition the close family members of those people and any
organisations that they control or are associated with will be classified as related parties,

AASE 9 Financial Instruments will be effective for Council’s reporting period commencing 1 July 2018 and
must be applied retrospectively. AASE 9 replaces AASE 139 Financial Instruments: Recognifion and
Measurement and changes the classification, measurement and disclosure of financial assets. Under the new
requirements, the four current categories of financial assets will be replaced with two measurement
categories, fair value and amortised cost. This change will require Council to measure all financial assets at
fair value or amortised cost rather than at cost. The impact is anticipated to be immaterial.

AASE 15 is effective from | January 2017 and will replace AASE 118 Revenue, AASE 111 Construction
Contracts and a number of interpretations. It contains a comprehensive and robust framewaork for the
recognition, measurement and disclosure of revenue from contacts with customers.

Other amended Australian Accounting Standards and Interpretations which were issued at the date of
authorisation of the financial report, but have future commencement dates are not likely 1o have a materizl
impact on the financial statements.
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MACKAY REGIONAL COUNCIL

MNotes to the Financial Statements
For the year ended 30 June 2015

1. 5§ Critical accounting judgements and key sources of estimation uncertainty
In the application of Council's accounting policies, management is required to make judgements, estimates
and assumptions about carrying values of assets and liabilities that are not readily apparent from other
sources. The estimates and associated assumplions are based on historical experience and other factors that
are considered to be relevant. Actual results may differ from these estimates. The estimates and assumptions
are reviewed on an ongoing basis with revisions to accounting estimates being recognised in the period in
which the estimate is revised and in future periods as relevant.

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

Valuation and depreciation of property, plant and equipment - pote 1.11, note 12 and note 13
Annual leave - note 1.13(b) and note 14

Provisions - note 1.13(d), note 1.15 and note [6

Contingent liabilities - note 19

Mon-cash contributions - note 1.6{c) and note 12

1. & Revenue

{a) Rates and levies
Where rate monies are received prior to the commencement of the rating period, the amount is recognised as
revenue in the period in which they are received, otherwise rates are recognised ar the commencement of
rating period.

(b) Granis and subsidies
Cirants, subsidies and contributions that are non-reciprocal in nature are recognised as revenue in the year in
which Council obtains control over them. In the financial year ended 30 June 2015, and previous years, an
equivalent amount was constrained through internally imposed expenditure restrictions from Council capital
until the funds were expended.

{c} Non-cash contributions
MNon-cash contributions with a value in excess of the recognition threshold of 55,000 are recognised as
revenue and as non-current assets. Non-cash contributions below the thresholds are recorded as revenue and

eXpenses.

Physical asseis contributed 1o Council by developers in the form of road works, stormwater, water and
sewerage infrastructure and park equipment are recognised as revenue when the development becomes "on
maintenance” (i.e. The Council obtains control of the assets and becomes liable for any ongoing
maintenance) and there is sufficient data in the form of drawings and plans to determine the approximate
specifications and values of such assets. All non-cash contmbutions from developers are recognised at the
fair value of the contribution received on the date of acquisition.

(d) Cash contributions
Developers also pay infrastructure charges for trunk infrustructure, such as pumping stations, treatment
works, mains, sewers and water pollution control works. These infrastructure charges are not within the scope
of AASE Interpretation 18 because there is no performance obligation associated with them. Conseguently,
the infrastructure charges are recognised as revenue when received.

Page 9
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MACKAY REGIONAL COUNCIL @

Notes to the Financizl Statements
For the vear ended 30 June 2015

(] Interest received
Imerest received from term deposits is accrued over the term of the investment.

(f1  Sales revenue
Sales of goods are recognised when the significant risks and rewards of ownership are transferred to the
buyer, generally when the customer has taken undisputed delivery of the goods.

The Council generates revenues from a number of services including contracts for water, sewerage and road
works. Revenue from contracts and recoverable works generally comprises & recoupment of material costs
together with an hourly charge for use of equipment and employees. Revenue is measured at the fair value of
consideration received or receivable in relation to that activity, Where consideration is received for the
service in advance it is recognised as revenue in the period the service is performed.

{g) Fees and charges
Fees and charges are recognised upon unconditional entitlerment 1o the funds. Generally this is upon
lodgement of the relevant applications or documents, issuing of the infringement notice or when the service is
provided,

1. 7 Financial assels and financial liabilities
Council recognises a financial asset or a financial liability in its Statement of Financial Position when, and
only when, Council becomes a party to the contractual provisions of the instrument,

Mackay Regional Council has categorised and measured the financial assets and financial liabilities held at
balance date as follows:

Financial assets

Cash and cash equivalents {note 1.8)

Receivables - measured at amortised cost (note 1.9)
Investments - measured at cost or fair value (note 1.10)

Payables - measured at amortised cost (note 1.12)
Borrowings - measured at amoriised cost (note 1.14)

All other disclosures relating to the measurement and financial risk management of financial instruments are
included in note 23,

1. 8 Cash and cash equivalents
Cash and cash equivalents includes cash on hand, ali cash and cheques receipted but not banked at the year
end, deposits held at call with Onancial instittions, other short-term, highly liquid investments with original
maturities of three months or less that are readily converible 1o known amounts of cash and which are
subject to an insignificant risk of changes in value.
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MACKAY REGIONAL COUNCIL

Naotes to the Financial Statements
For the year ended 30 June 2015

1. 9 Trade and other receivables
Trade receivables are recognised at the amounts due at the time of sale or service delivery i.c. the agreed
purchase price / contract price. Settlement of these amounts is required within 30 days from invoice date.

The collectability of receivables is assessed periodically and if there is objective evidence that Council will
not be able 1o collect all amounts due, the carrying amount is reduced for impairment. The loss is recopnised
in finance costs. The amount of the impairment is the difference between the assel’'s carrying amount and
the present value of the estimated cash flows discounted at the effective interest rate.

All known bad debts were wrinten-off at 30 June. Subsequent recovéries of amounts previously written off in
the same period are recognised as finance costs in the Statement of Comprehensive [ncome. [f an amount is
recovered in a subsequent period it is recognised as revenue.

1. 10 Investments
Mackay Regional Council holds 100% of the 2,000 shares in the controlled entity, Mackay Region
Enterprises Pty Ltd. Council entered into this arrangement as a long term investment. Council also holds the
single Government Redeemable Preference Share of $1 in the Connect Heusing Group (formally Mackay

Regional Housing Company).

The shares in these companies are not listed on any stock exchange and there is no active market, As a resuit
the fair value of these investments cannot be reliably measured and therefore the shares are measured at cost,

Council also holds investment property which is held for the primary purpose of earning rentals and/or
capital appreciation. Investment property is measured using the fair value model. This means all investment
property is initially recognised at cost {(including transaction costs) and then subsequently revalued annually
at the balance date by a registered valoer. Where investment property is acquired at no or nominal cost, it is
recognised at fair value.

1. 1 Property, plant and equipment
Each class of property, plant and equipment is stated at cost or fair value less, where applicable, any
accumulated depreciation and accumulated impairment loss. Land and infrastrecture assets with a total
valie of less than $1 are treated as an expense in the year of acquisition, along with items of plant and
equipment, and buildings with a total value of less than 55,000, All other items of property, plant and
equipment are capitalised,

The classes of property, plant and equipment recognised by the Council are reported in note 12,

(2) Acquisition of assets
Acquisitions of assets are initially recorded at cost. Cost is determined as the fair value of the assets given as
consideration plus costs incidental to the acquisition, including freight in, architect’s fees and engineering
design fees and 2!l other establishment costs.

Property, plant and equipment received in the form of contributions, are recognised as assets and revenues al
fair value by Council valuation where that value exceeds the recognition thresholds for the respective asser

class.

(b) Capital and operating expenditure
Direct labour and materials and an appropriate proportion of overheads incurred in the acquisition or
construction of assets are wreated as capital expenditure. Assets under construction are not depreciated until
they are completed and commissioned, at which time they are reclassified from work in progress 1o the

appropriate property, plant and equipment class.
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MACKAY REGIONAL COUNCIIL.

Notes to the Financial Statements
For the year ended 30 June 2015

Routine operating maintenance, repair costs and minor renewals to maintain the operational capacity and
useful life of the non-current asset is expensed as incurred, while expenditure that relates to replacement of a
major component of an asset to maintain its service potential is capitalised.

Expenditure incurred in accordance with Natural Disaster Relief and Recovery Arrangements on road assets
is analysed to determine whether the expenditure is capital in nature, The analysis of the expenditure requires
Council engineers to review the nature and extent of expenditure on a given asset, For example, expenditure
that paiches a road is generally maintenance in nature, whereas a kerb to kerb rebuild is treated as capital.
Material expenditure that extends the useful life or renews the service potential of the asset is capitalised.

(¢) WValuation
Land, site improvements, buildings and all infrastructure assets are measured on the revaluation basis, at fair
value, in accordance with AASBIf6 Propertv, Plant and Equipment. Plant and equipment and work in
progress are measured at cost,

Non-current physical assets measured at fair value are revalued, where required, so that the carrying amount
of each class of asset does not materially differ from its fair value al the reporting date. This is achieved by
engaging independent, professionally qualified valuers to determine the fair value for each class of property,
plant and equipment assels at least once every 5 years. This process involves the valuer physically sighting a
representative sample of Council assets across all asset classes and making their own assessments of the
condition of the assets at the date of inspection,

In the intervening vears, Council uses internal engineers to assess the condition and cost assumptions
associated with all infrastructure assers, the resells of which are considered in combination with any relevant
indices. Together these are used to form the basis of a management valuation for infrastructure asset classes
in each of the intervening years. With respect to the valuation of the land, site improvements and buildings
asset classes in the intervening years, management reviews the asset condition and any relevant indices to see
if there was any material changes. The result of which determine whether engagement of an independent
valuer to perform "desktop™ valuation is required. A desktop valuation involves management providing
updated information to the valuer regarding additions, deletions and changes in assumptions such as useful
life, residval value and condition rating. The valuer then determines suitable indices which are applied o
each of these asset classes.

An analysis performed by management has indicated that, on average, the variance between an indexed asset
value and the valuation by an independent valuer when performed is not significant and the indices used by
Council are sound.

Futher detaiis in relation to valuers, the methods of valuation and the key assumptions used are disclosed in
note 13,

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

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

Separately identified componenis of assets are measured on the same basis as the assets to which they relate.
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MACKAY REGIONAL COUNCIL

MNotes to the Financial Statements
For the year ended 30 June 2015

{d) Capital work in progress
The cost of property, plant and equipment being constructed by the Council inclodes the cost of purchased
services, materials, direct labour and an appropriate proportion of labour overheads.

(e) Depreciation
Land is not depreciated as it has an unlimited useful life. Depreciation on site improvements and other
property, plant and equipment is based on the pattern in which the asset's future economic benefits are
expected to be consumed. This may vary from asset to asset, but where appropriate, is calcolated on a straight-
line basis so as to write-off the net cost or revalued amount of each depreciable asset, less ils estimaled
residual value, progressively over its estimated uscful life to the Council.

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

Where asscts have separately identifiable compoments that are subject 1o regular replacement, these
components are assigned useful lives distinct from the assel 1o which they relate. Any expenditure that
increases the originally assessed capacity or service potential of an asset is capitalised and the new
depreciahle amount is depreciated over the remaining useful life of the asset to the Council.

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

The depreciable amount of improvements to or on leaschold land is allocated progressively over the
estimated useful lives of the improvements to the Council or the unexpired period of the lease, whichever is
the shorter.

Depreciation methods, estimated useful lives and residual values of property, plant and equipment assets are
reviewed at the end of each reporting period and adjusted where necessary to reflect any changes in the
pattern of consumption, physical wear and tear, technical or commercial obsolescence, or management
intentions. The condition assessments performed as part of the annual valuation process for assets measured
al written down curment replacement cost are used to estimate the useful lives of these assets at each reporting
date.

Details of the range of useful lives for each class of assel are shown in note 12,

{fi Land under roads
The Mackay Regional Council does not control any land under roads. All land under the road network
within the Council area has been dedicated and opened for public use under the Land Act 1994 or the Land
Title Act 1994 and is not controlled by Council but is controlled by the State pursuant to the relevant
legslation. Therefore this land is not recogmsed in these Bnancial statements.

1. 12 Trade and other payables
Trade creditors are recognised upon receipt of the goods or services ordered and are measured at the agreed
purchase or contract price net of applicable discounts other than contingent discounts. Amounts owing are
unsecured and are generally settled on 30 day terms.

1. 13 Liabilities - employee benefits
Liabilitics are recognised for employee benefits such as wages and salaries, annuoal leave and long service
leave in respect of services provided by the employees up to the reporting date. Liabilities for employee
benefits are assessed at each reporting date.
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MACKAY REGIONAL COUNCIL

Motes to the Financial Statements
For the year ended 30 June 2015

(a) Salaries and wages
A liability for salaries and wages is recognised and measured as the amount unpaid at the reporting date at
current pay rates in respect of employees' services up to that date. This liability represents an accrued
expense and is included in note 14 as a pavable.

(b) Annual leave
A liability for annual leave is recognised. Amounts expected to be settled within 12 months are calculated on
cumrent wage and salary levels and includes related employee on-costs. Amounts not expected to be seitled
within 12 months are calculated on projected future wage and salary levels and related employee on-costs,
and are discounted to poesent values. This lability represents an accrued expense and is reported in note 14
as a payable.

As Council does not have any unconditional right to defer this liability bevond 12 months, annual leave is
classified as a current liability.

{c} Superannuation
The superannuation expense for the reporting period is the amount of the contribution the Council makes to
the superannuation plan which provides benefits to its employees. Details of those arrangements are set out
in note 20

(d) Long service leave
A liability for long service leave is measured as the present value of the estimated future cash outflows to be
made in respect of services provided by emplovees up to the reporting date. The value of the liability is
calculated using current pay rates and projected future increases in those rates and includes related employee
on-costs, The estimates are adjusted for the probability of the emplovee remaining in the Council’s
employment or other associated employment which would result in the Council being required to meet the
liability. Adjustments are then made 1o allow for the proportion of the benefit eamed to date, and the resull is
discounted to present value. The interest rates attaching to Commonwealth Government guaranteed securities
al the reporting dale are used to discount the estimated fumre cash outflows to their present value. This
liability is reported in note 16 as a provision.

Where employees have met the prerequisite length of service and Council does not have an unconditional
right to defer this liability beyond 12 months, long service leave is classified as a corrent liability. Otherwise
it is classitied as non-current.

1. 14 Borrowings and borrowing costs

Borrowings are initially recognised at fair value plus any directly anributable transaction costs. Subsequent
to initial recognition these liabilities are measured at amortised cost,

All borrowing costs are expensed in the period in which they are incurred.

1, 15 Restoration provision
A provision is made for the cost of restoration in respect of refuse dumps and quarries where it is probable
the Council will be liable, or required, to incur such a cost on the cessation of use of these facilities. The
provision is measured at the expected cost of the work required, discounted (o current day values using the
interest rates attaching to Commonwealth Government gpuaranteed securities with a maturity date
comesponding to the anticipated date of the restoration.
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16

17

18

The provision represents the present value of anticipated future costs associated with the closure of these
facilities, decontamination and monitoring of historical residues and leaching of refuse dump sites and
refilling the basin and reclamation and rehabilitation of quarries. The calculation of these provisions requires
assumptions such as application of environmental legislation, site closure dates, available technologies and
engineering cost estimates. These uncertainties may result in future actual expenditure differing from
amounts currently provided. Because of the nature of the liability, the most significant uncertainty in
estimating the provision is the costs that will be incurred. Provisions are reviewed at least annually and
updated based on the facts and circumstances available at the time.

Restoration of assets with no probable future economic benefit

Where the restoration site has no probable future ecomomic benefit, the cost of the provisions for restoration
of these sites has 10 be treated as an expense in the year the provision is first recognised. Changes in the
provision due to either ime, discount rate or expected future cost are treated as an expense or income in the
reporting period in which they arise.

Restoration of assets with probahle future economic benefit

Where the restoration sile has probable future economic benefil, the cost of the restomation provision is added
to the cost of the asset s an improvement and amortised over the expected useful life. Changes in the
provision not arising from the passing of time are added to or deducted from the asset revaluation surplus of
the asset. If there 18 no available revaluation surplus, increases in the provision are treated as an expense and
recovered out of futare decreases if any. Changes to the provision resulting from the passing of time (the
unwinding of the discount) are treated as a finance cost.

Asset revaluation surplus

The asset revaluation surplus comprises adjustments relating to changes in value of property, plant and
equipment that do not result from the vuse of those assets. Net incremental changes in the camrying value of
classes of non-current assets since their initial recognition are accumulated in the asset revaluation surplus.

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

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

When an asset is disposed of, the amount reported in surplus in respect of that asset is retained in the asset
revaluation surplus,

Retained surplus
This represents the amount of Council's net funds not set aside in asset revaluation surplus reserve to meet
specific fumure needs,

Juint arrangement

Council remains a party to the joint arrangement (as disclosed in the 2013-2014 Financial Statements) with
Economic Development Queensland - EDQ) (previously the Urban Land Development Authority - ULDAJ.
The aim of the joint arrangement is to develop and sell lots located at and known as Bedford Road,
Andergrove Mackay. In accordance with the agreement, Mackay Regional Council’s interest in the joint
arrangement is 50%.

Due to the immaterial nature of this armrangemeni relevant to total Council operations, application of AASE 117
Joint Arrangements is not made in these financial statements.
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For the year ended 30 June 2015

1. 19 National competition policy
The Council has reviewed its activities to identify its business activities. Details of these activities are
disciosed in note 24,

1. 20 Trust funds held for outside parties

Funds held in the trust account on behalf of cutside parties include those funds from the sale of land for
arrears in rates recovery, deposits for the contracted sale of land, sccurity deposits lodged to guarantee
performance and unclaimed monies paid into the trust account by the Council. The Council performs only a
custodian role in respect of these monies and because the monies cannot be used for Council purposes, they
are not considered revenue nor brought to account in the financial statements.

The monies are disciosed in the notes to the financial statements for information purposes only in note 21.

1. 21 Taxation

Income of local authorities and public authorities is exempt from Commonwealth taxation except for Fringe
Benefits Tax and Goods and Services Tax ("GST'). The net amount of GST recoverable from the ATO or
payuble to the ATO is shown as an asset or lability respectively.

The business units pay an income tax equivalent to the Council in accordance with the requirements of the
Local Government Act 2(09.

Where an activity of the business units of the Council is subject to the MNational Tax Equivalents Regime, the
income tax expense is calculated on the operating surplus adjusted for permanent differences between taxable
and accounting income.

The Council pays Payroll Tax to the Queensland Government on cerlain activilies.
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2

Amalysis of results by function

{a) Components of Council functions

Coungil underwent a re-structure of its departmental functions during the period. Therefore, to enhance
camparability, & restatement of analysis by function for the year ended 30 June 2014 is made in note 2(b) 1o
reflect what the results would have been had this stucture been in place previously.

The goals and activities relating 10 the Council's components reported on in note 2(b) are as follows:

Office of the Mayor & CEQ

The goal of the Office of the Mayor and CEO is to support the Council to be open, accountahle, and
transparent and (o deliver value for money community outcomes. This function includes legal and
administrative support for the Mayor, Councillors and Chief Executive Officer as well as the internal aodit
function.

Organisational Services

The goal of Organisational Services is to provide accurate, timely and appropriate information (o suppon
sound decision making and meet statutory requirements. This includes advice and supporn to ather Council
departments particularly in areas of people and culture, workplace health and safety, governance, financial
and asset information,

Organisational Services also manages Cooncil's extensive fleet, contract and procurement activities as well as
munaging and maintaining all Council owned buildings,

Development Services

The goal of Development Services is to facilitaie the growth and prosperity of the region through well planned
and guality development incorporating the economic development of the area. This ensures that the Mackay
region is well designed, efficiently serviced and economically sustainable whilst taking into consideration the
region's tropical climate. This function sustainably manages and cares for our natural surroundings and
resources and ensures our open spaces are accessible and valued.

Development Services also includes activities and services related 1o food safety, promotion of responsible pet
ownership, as well as mosquito and pest control,

Communily & Clienl Services
The goal of Community and Client Services is to provide opportunities for all residents. workers and visitors
to participate in cultural and recreational activities which foster inclusion and stronger communities.

The program includes libraries, entertainment venues, art galleries and mosenms, community development
and sport and recreation programs.

Engineering and Commercial Infrastruciure
The goal Engineering and Commercial Infrastructure is to provide high quality, sustainably managed and
efficient roads, water, sewerage and wasle management services,

Engineering
This function provides and maintains transpon infrastructure, including the maintenance and provision of the
roads, drainage network, footpaths and bikeways, boat ramps and bridges.

Commercial Infrastructure
This function supports healthy and safe communities and natural environments by sustainably managing water
and sewerage services. This function also protects and supports the community by providing sustainably
managed refuse collection and disposal services,
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MACKAY REGIONAL COUNCIL

Notes Lo the Financial Statements
For the year ended 30 June 2015

2015 2014
Actual Actual
Note 5 3
3 Revenue analysis
{u) Rates, levies and charges 1.6(a)
General rates 114,820,364 107,657,740
Special rates and charges 6,979,873 6,725,090
Water consumption and charges 42,809,178 41,226,714
Sewerage charges 44 958,957 43,463 846
Sewerage trade waste 1,474,186 1,881,701
Garbage charges 21,226,883 20,610,969
Total rates and utility charges revenue 232,269,441 221,570,060
Less: discounts {16,159,231) (15,767,084)
Less: pensioner and other remissions (3,024,300) (1,932, 798)
213,085910 203,870,178
(b) Fees and charges 1.6{(g)
Application fees 2,929 806 5592827
Licence fees and registrations 1,820,904 1,854,725
Fines and penalties 650,254 576,129
Venues, events and cuoltural fees 4,482,851 4955401
Waste and recycling fees 6,560,511 8,520,604
Orher fees and charges 3,360,714 3,959,959
19,805,040 25,499,645
(c) Interest received 1.6(e)
Interest on investments 4916377 4,870,775
Interest from overdue rates and utility charges 1,206,535 T3E,086
6,122,012 5,608,861
(d) Sales contracts and recoverable works 1.6(f)
Roads recoverable works 4333994 4 466,779
Water operations 1,289,051 1.800,113
Sewer operations 1,022,193 1,445,873
Other sales contracts and recoverable works 05,158 318,377
6,740,396 8,031,092
4  Grants, subsidies, contributions and donations 1.6(b)
(a) Recurrent
General purpose grants 6,433,934 2,992,105
Government granis and subsidies B 575455 17,513,524
MNon-government grants and subsidies - 11,000
Donations 104,305 -130,191
Contributions 827,730 172,343
15,941 424 20,819,163
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Notes to the Financial Statements
For the vear ended 30 June 2013

2015 2014
Actual Actual
Nole 5 $
4 irants, subsidies, contributions and donations (Continued)
(b) Capital

Government grants and subsidies 24,323 246 34,708,636
Contribulions 1.6(d) 17,938,337 24,900,962
42,261,583 59,609,598

Contributed assets recognised as income during the reporting period:
Developer assets contributed by developers at fair value 1.6(c) 80,392,081 98,109,843
(nher physical assets contributed* 661,836 8,956,196
B1.053.517 107,066,039
123,315,500 166,675,637

*Note: the Pioneer River Imprevement Trust was abolished by the River Improvement Trust Amendment Regulation (No. 1) 2014
on | July 2014. On this day, the assets and liabilities of the former Pioneer River Improvement Trust were recognised by Mackay
Regional Council and is disclosed in the 2015 amount above.

5  Employee benefils

Total staft wages and salaries 60,683,717 63,120,712
Councillor's remuneration 1,130,978 1,082,454
Annual, sick and long service leave entitlements 13,494,295 13,937 4092
Superannuition 20 7,868,219 7.871.184
83,177,200 86,011,842
Other employee related expenses 84,031 141,077
83,261,240 86,152,919
Less: capitalised employee costs (8,094,304) (8,363,670)
75,166,936 77,789,249

6  Materials and services

Advertising and marketing 1,191,971 1,056,446
Audit of annual financial statements by the Auditor-General of

Queensland 157,400 151,870
Communications and [T 1,898,652 1,506,924
Consultants and services 5,855,188 6,197,834
Contractors 21,905,550 39,730,608
Donations, grants and subsidies 852,646 1,269,125
Electricity 6,508,047 6,274,393
Eguipment and hire fees 3,871,861 3,927,988
Fuel 2,402 858 2,804,043
Legal fees 1,481,046 2,293,375
Insurance 2,604,060 2,696,488
Rates and charges 2,047 560 1,884,726
Registrations and subscriptions 1,901,950 2084911
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6 Maierials and services (Continued)

Repairs and maintenance
Other materials and services

7  Finance costs
Finance costs charged by Queensland Treasury Corporation
Bank charges
Impairment of receivables
Refuse restoration - change in present value over time
Quarry restoration - change in present value over time

8  Depreciation and amortisation
Depreciation of non-current assels
Site improvements
Buildings
Plant and equipment
Roads, drainage and bridge works
Water
Sewerage
Waste infrastructure
Heritage and cultural assets

Amortisation of intangible assets
Compurter software

Total depreciation and amaortisation

9  Capital expenses
Loss on the disposal of non-current asseis
Proceeds from the sale of plant and equipment
Less: book value of plant & equipment sold, writien off or disposed

Proceeds from the sale or disposal of land
Lass: book value of land sold, written-off or disposed

Proceeds from the disposal of buildings
Less: book value of buildings write-offs or disposals

2015 2014
Actual Actual

Note 5 5
37,522,205 38,108,906
8,052,830 7,807,727
98,343,824 117,795,454
17,979,194 13,525,067
400,796 373,826
555,625 464,649
342,278 427,152
62,570 60,055
19,340,463 14,850,749

1.11(e)

2654418 2.211,033
2,986,375 2,919,370
3,641,106 4,225,797
34,718,463 32,657,678
9,917,824 10,128,797
10,119,380 9,574,873
4.361,677 872,076
42296 37,386
12 68,441,539 62,628,010
634,873 723,837
634,873 723,837
69,076,412 63,351,847
1,044,097 1,917,398
12 (1,941,410) (2,851,852)
(897,313) (934,454)
12 (43,981) (3,750,018)
{43,981) (3,750,018)
1,649,399
12 (1,685,367) (1,744,618)
(1,685,367 (95,219)
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2013 2014
Actual Actual
Note 5 5
9  Capital expenses (Continued)

Proceeds from the disposal of infrastructure :
Less: book value of infrastructure write-offs or disposals 12 (31,742,077) (59,898,068

(31,742,077) (59,898 068}
Loss on the disposal of land classified as held for sale
Proceeds from the sale of land classified as held for sale 1,649,308
Less: book valee of land classified as held for sale (1,800,000)

- (150,602)
Laoss on the disposal of intangibles
Proceeds from the disposal of intangibles £ s
Less: book value of intangibles write-offs or disposals (30.044)
{30,044)
Total capital expenses (34,398, 782) (64,828,361)
10 Cash and cash equivalents 1.8

Cash in operating bank account 7,893,585 14,156,052
Cash on hand 41,912 23,232
Deposits at call 133,733,923 135,312,206

141669420 149,491 490

Councils cash and cash equivalents are subject to a number of external restrictions that limit amounts available for discretionary or

future use. These include:

Externally imposed expenditure restrictions at the reporting date relate to

the following cash assets:

Unspent government grants and subsidies 18,582 562 30,583,132
Unspent loan monies 3,926,636
Total external unspent restricted cash 18,582 562 34,509,768

The Council may be exposed to credit risk through its investments in the QTC Cash Fund and QT'C Working Capital Facility. The
QTC Cash Fund is an asset management portfolio that invests with a wide range of high credit rated counterpanies. Deposits with
the QTC Cash Fund are capital guaranteed. Working Capital Facility deposits have a duration of one day and all investments are
required 1o have a minimum credit rating of “A-", therefore the likelihood of the counterparty having capacity to meet its financial
commitments is strong.
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2015 2014
Actual Actual
Note 5 5
11 Trade and other receivables 1.9
Current
Rates and utility charges 10,890,916 5,950,991
Intcrest receivable 1,847,129 1,414,027
GST recaverable 2,300,798 1,358,833
Prepayments 1,937 336 2029513
Orher debtors 5,063,839 6,257,622
Less: provision for impairment of debt {2.827,726) (2,369,695)
19,212,292 18,641,201
Non-Current
Cther debtors 1,450,000 =
Total receivables 20,662,292 18,641,291

Council is empowered under the provisions of the Local Government Act 2009 to sell an owner's property 1o recover outstanding
rate debts, For this reason Council does not generally impair any rate receivables however due to ownership complexitics on a
particular property Council elected in 2010 to recognise a provision for impairment of debt which currently amounts to $2,691,145
{2014: $2,239,001).

Interest is charged on outstanding rates at a rate of 11% per annom. There is no concentration of credit risk for rates and utility
charges, fees and other debtors receivable,

Movement in accumulated impairment losses (other debtors) is as follows;

Opening balance at 1 July (2,369,605) (1,939.854)
Impairment debts written off during the year 2317 2,663
Additional impairments recognised (460,792) (436,104)
Tmpairments reversed 384 3,600
Closing Balance as 30 June (2,827,726} (2,369,695)

Apeing of past due receivables and the amount of any impairment is disclosed in the

following table:
Mot past due 15,005,780 13,643,908
Past due 31-60 days 43,854 28,117
Past due 61-90 days 48,174 75325
More than 90 days 709,422 404,733
Impaired 2,827,726 2,369,605
Total 18,724,956 16,611,778
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MACEAY REGIONAL COUNCIL

Motes to the Financial Statements
Fuor the year ended 30 Jane 2015

1} Fair vidoe messuremeiss

i} Recognised lair valoe mesurements
Catinzil measures and recognises the following asiets ot fair vakae of & recorring hasis,

Investment Property

Property, plan: ard equipmes;
« Larad
Site improvemenis
- Buildings
- Hesitage and ctilturn] assers
- Rowtd, bridge and dreinnge network
- Water
- Sewernge
Warste Indrestructure

Council Soes nos messure 2y liabiliies s fair value on a recurring busis
Councld has assers and liabilines whick are no: measured a: Bair valus, bat for whick feir valoes ere disclosed ie other notes,

Couancil bomowings e messarad 5 amoniied cos with interest recogzised as a profit or koss when iecurred, The fair valie of bomowisgs disclosed innoe 15
s proviced by the Qmeenslana Treasury Corpomtion snd represents the contraciual undiscoursed cash flows at balance date Qevel 20

The carryicg amousts of trade receivables and imde payebles ane sssunsed W approximete their fuir values due po their shos-term ratee {level Z).

Coancil ste has axscty imncasused at fair valoe on 2 noc-roszmog bass us o resl: of being reclassified ax assers held for wale. A& description of the valuation
teckrigques and ihe npais wsed to desermine the fair vahae of this land is included below ander the heading *Land (level 207,

It accordance with AASE 13 fair value measurenenss are categoreed on the following basis:

- Fair value besed on guoted prices funacdiusted) in active nuarkets foe identical atsels ar Habilities

- Fakr valee based on inputs that are directly or indicectly ohaervable for the asset or liability (evel 23
- Foir value based on ueobservabsio inputs for the assel and liabiliny fevel 3)

The follawing table caegorises fair valoe measuremnents as level 2 and level 3 in sccordance with AASE 13, Council does not have ary assets or lahilites
mecesnred at fair vahue which meet the crizeria for cateparisation as kevel |

The fair values of the gxsess are determined using valuation sechniques which maximise the wse of ghservebile duta, where (& is available, and minimise the use
of entity specific estimates, 1 all siprificant inputs required 1o fair value an asset are ehwenvable, ke naset is ncloded i level 2 If ore or more of the
siprificant inguats is not based on observale market data, the assed is inchaded in Jeved 3. This is the case for Coemeil infrastructure assess, which are of o
specialist mnune for which there is co active merkes for similer or idectical zsseis, These aisets are valued using 2 combanation of observable ard anobservants

s,
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13 Falr value measurements (Continued)

The table presents the Council’s pssets and liabilites measured and recognised ar fair vaboe ar 30 June 2015,

Mg Level 2 Lewel 3 Total
(Significant other observable  (Significant wnohservable inputs)
inputs}
5 3 3
2015 014 2015 2014 2005 2014
Recurring falr valoe meénsnremends
Investment Propenty [.452,944 1,452,944
Lasd 12 6,549,300 221,581,237 252,396,120 228,130,537 252,396,129
Site improvements 12 B3,013,032 BL278,453 83,113,092 B2178,453
Bulidings 12 11,458 B850 123,923,589 137,104,055 135,362,439 137,104,055
Herkage and culnural asseis 12 474,968 2,595,651 3,535,088 470619 3,535,088
Road, bridge and drasnage nerwork 12 2,043,390,200  1,787,757,527 2,043,300,200 1,747, 757,527
Wter 12 424236413 410,573,060 424 730413 410,573,060
Sewempge 12 520,170,305 460,530,066 520,170,301 448,539,066
Waste Infrestrucnure 12 - = 28,597,005 30,568,769 18,507,005 30,568,769
19,936,062 - 3448000428 3,173, 751147 JAGT, 546400 3170751147

Nom-recurring falr value measurements
Land held for sake 2,532,000 447,000

There wers i ransfers between levels 1 and 2 during the year, kowever cermin percels of residential land and buildings were transferred from Jevel 3 to level
R

Cowncils policy @ 1o recognise ransfers wn aod out of the fair valoe hiemrchy bevels s ot the end of the reporting pericd.
() Valnation techmiques used to derive fuir valoes for level 2 and bevel 3 valuations

Specific valuation technigues wsed to value Conncil adsets comprise:

Imvestment property (evel 2)
Courcily in propeny comprizes land and lsaibding locmed in the Mackay CBD. This does not include comenenity hoysing which is duschosed below in
Land (Jewel Z1.

All investinent property was ncquired during the period and as such is measured af cosl, comprising its purchase price and any directly attribusshle expendinume
for exumple, professional fees for legal services, property transfer fees and imasaction costs. Sebuequeet 10 initial messtrement af cost, investmen: propeny
will be nevalued annually 1o reflect fair valur with chonges i the fair value recognised os other economic flows (grindoss) in the comprehensive income
suterment in the period they arise.

Land {level 2}
All Couecil's lard holdings were disclosed an Level 3 assets ir: the 2013-2014 Ficancia] Sttements, however & more detalled comuiderstion of the vabustion

approneh, wherely land parceis szeoclazed with resikdeeial bufldings in areas with regular and comparable sales, has bed to the transfer of thees pasets 1o the
Level 2 category, evidenced in the above table.

Cuneil ohtaing inde persdent valuntion 1 least every 3 years for all retal propertees. The basg valustion was sndereaken by Astetic Pty Lid m ot 30 Jone 2014
Indicative market movemnests since the last vahstion 1o 30 fune 2005 were determiresd by AssetVal Pry Lid theoogh discussions with local real estabe speots
anul analysis of sales evidence.

Lagd (level 3)

Land fair velues wiene descrminsd by independent vabuer Assetic Poy Lid effective 30 June 2014, Lovel 3 valaation inpuss wene esed i valve land n frechald
titke a3 well as kand wsed for special purpuses, which is restricted im ese under current roning nles. The appraisal was undertaken on the basis of a review and
repgpessment of the valoes determaned as a1 30 Jone 2009, Those axsets with a vahoe over $ 10 as at 30 June 7003 and those identified as new assets since the
valuation were individually sssessed. A combination of physical inspection, deskiop assessment of serin] photopraphy aed review of recent market movement
in Mackay was used &5 the basls of valuation, Due to the number snd natore of freebold properties beld by councll, it was not considered  practical 1o
indEviduatly sssess all propenies, however throagh the course of the revaluation, approximately 30% of the aesets wese individually reviewed.

Gives the charncteristics of some smaller parcels of lind, 2 minimum notiona) value wis adoptod. This resulied in assers with a value of less than 35,000 not
being subject b0 reassessmenl.

Indicative msrkel movements since the st valustion to 30 June 2015 were determined by AssetVal Pry Lid and were s d throwgh discussions wit local
real estate gpests, snalysis of sales evidence end previous valuation work undertaken in the Queensiand property market. An assessment of how medinn prices
changed in the provieus 12 mocths was completed via an snalysis of growth charts end sales price mapping to determine appropriste mtes of movement. Upoa
comsubtation of the results with internal parties responsible for these asess, a 105 decrease has been sdopied.
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13 Fair value messurements | Continued)

Sile improvements (level 3)

Site Improvement asseis were ksl valoed s an 30 Juce 2002 by iedependert regisiered valuers, Assetic Pry Lad The date soances emploved by Assetic Py Lad
0 desermne the approgricte unit rezes includes published rates fsuch as reference guides by Rawlinson's Ausirlian Corsmoction Hanchooz 2003 end
Cordell's E-Costing Webiige), actual mtes for simslar work cooe by Couwrctl and sciue] reses for similar work performsd by costreciors for Courcii Indices
mevemen: fram the dute of the fust vabuation 30 3 Jene 2005 was dezermiced by Adsetval Py Lid,

Al agiets were physically inspocted o detenming assel siribule quamitics amd coeditions fof iechesion i the 30 June 2014 valuasion. These condiztions wers
in mam sed o refleet the rermining life of the assers. The methocologies vsed 1o determine pseful Eves inchudes an independen: review with incustry
recommendations | ceigibouring councili and the Internatioeal Indfroatnactiore Managemen: Marsual,

The site fmprovemert index neview, compieted by Asses¥al Pry Lid resched in 2 1% decvease which ki been confirmed as reusoratile by interrai engineers
anc tectrical oficers. The assessment was developed by combining the road and widge index, the cieczrical cable and equiprment maralscturing index.
concese product marusscturisg irdex aml the engineening and Zesige icdex. The weighting of each index is haseo on ar estimaied project o5t Sreakdown ut
0%, M, M and NME respectively.

Ruildings (level 2)

The entire asset cless of wokling was disciosed us Level 3 in the 20032014 Firurcial Sistemerss, however similar consideration of the vak appeoach for
Land Level 2 noted above was upplicd for bulldangs. As sack, residential and comneercial balldings in arcas with rogular and comparahle sabes has led to the
‘ramsfer of certain mseis 0 the Level 2 calegory.

Indenation for Level 2 buildicgs during the reporting period was sssesed by AsserV ol Pry L€ and wias hased or a maret level 1) Sans a5 per the origicad
valuation uncertaken, with consideration of local market sales end gereral propery masiet movement in the region from § July 2044 2o 3 June 3035, A mege
of loca! sales bave been aealysed and evidence of the currer? propesty meariet trends in Mackay Regional Council ares was coraidered with 2 (0% decresse
ndopted. This movemes? was revicwed zed coafirmed by managemens as being ressocable.

Bubldings (level 3}

The bas Ml waluwtion of buildings was endenaker effective 30 Juse 2003, Avsels were comprebensively revalaed o thelr writien dows replecemen cost at
that date by independent tegistered valisers, Assetiz Pry Lid, The methedologies employed for buiddicgs veluation is the same as those Buied shove for Sae
Impeovernents.

Exluing wilidings as a2 30 June 2014 were assevsed by AssetVal Pry Lad fo 2pply appropaiate ingexathon rates a4 2 30 June 3013, Buildings wess assessed by
anslywing duts which has been derived fom information from Rawdinsons Autralion Corstrction Handbook 2015, Cottweb, Auwtraliar, fratinge of Quarnty
Surveyon and the Housirg Indestry Assocealion.

The incexation assessment i bmied an igpies from prodecer price data, cocstraction indices and recent cosstruction oodt guides. These are anakysed by
determizing the mavement betwoen | July 2004 amd 30 fuse 2005 and irchede the reghocs] bailding price index for 21l construction froen Raw linsoes
Ausraiar Coestruction Hardbook, Costweb, ANJS s well wn snles asd groweh chans on resicential, non residentinl and commercial boikdings sources from
the Depaniment of Environment ard Resosrce Managemnent and Australiar Irasitne of Quentity Surveyors. A §5% increase, revicwed and approved by
marapemsem has beer appled acoordingly.

Additicenal bisklicgs scquired from ! July 2014 to 30 Jure 2015 have been recogrised at iheir cost, which hus heen determined to spproimuse their feir vahse.

In determiring the bevel of accumulated depreciation the sisel has beer disaggregated into sigrificast componenzs which exhibit useful lves. Allowzece was
made for the application of Courci's renatning life models and renewal treat-neess of each component and the conditton of the assel. Condibon was asssswed
raking frio accoust both physical chamcteristics as well as holistic faciors sech 23 functioaality, capability, stilisation and obsolescence,

Waste Infrastrocture (level 3}

Assets on hasd at 30 Juse 2052 sre included at their written down cament replacement cost af 3 Juce 2013 as determined by independest registered valuers,
Assetic Pry Lid. Additional assets acquined from: & July 2002 10 30 June 2015 have beer recognised &t thoir cost, which bas been delermined o spprocimaie
atwedr falr velae, The methodologics emploved for Waste valuation s the same as those lisied above for Site Improvements,

Coadition wes astesved usizg the following mabile:

Phase Points | Description

o i&wmm-pﬁmdﬁm—mﬁﬂmddmmml

] Mot pew bt in very good condition with oo indicatomn of any Suture obsolescence and provicdisg a
hagh bevel of rermainieg service polential,
Aped drsl in gpood condithon, providieg an adeguate level of remaining service potendlal. Ko signs of
e dinte or short erm obsolescence.
1 Providing an sdequate leve] of remaining servioe potential b thene ase some concens aver the
nsser’s ahility o contimue to provide an edequate evel of service in the short o medium term.  May
be signs of ohsolescerce in shart (o mic-term

=]

i Indicators showing the seed 1o renow, upgrade of scrap in the near famre. Shoulid be reflecied by
inchusion in the Capital Works Plan (o resew or replace in short-term, Very low level of remaining
servioe potertial

5 Al indervention point. No longer providing an soceptubie level of serdee. 1 remediad action i oo
akien immediately the assed will need 1o be chowed o decommissioned

Eni aof Life Theoretical ond of life.
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13 Fair value measurements (Continoed)

Herftage and culturs] sssets {Jevel 2)
Comncily heritage and culnmal assets class was disclosed as Level 3 in the 2013-2014 Financial Starements, hawever a moge desziled considersiion of the

anworks held , wherchy sn active market sxists for certain pieces, has led fo the iunsfer of these aszcis i the Level 2 calepory, The methodalopy employed
per the most recent valuation completed by Bettina MecAulay of MacAsley Partners as af 30 June 2014 supponts this movemer! betwesn classcs,

Asser acquired during the period, since the date of the lest valuation are recorded a2 cost

The 2014 vahsstion inchoded a physical inspection of all anworks with valustions being determined according bo recent market prices for similar works by
panticular artists, or based on replacement cost Market price mfonmation was sourced from specialist subscription dala services, the valuer's industry contacts
cloding srists, agents, dealers and specialin memufactuners. Where such deta was not available for particular assets, sssesamers wan based oe recent mariet
prices for smworks by amiste of similar repotation.

.\-u\mmmm-nmmwmmmn-:mmmsmmmmmwmmm-mmlyumm
oary coanpany who specialise in monurental masoory. Witheut a detailed list of the mocuments and arowork owned by Mackay Regional

Ou-ﬂ.m?ll:pplm:hm.dhﬂm which is primarily » reffection of raw material cost increases in the specified period. The figures obitained via JH
Wagner have been supported by Rawlinwos Avstralian Consoroction Handboak 2015 and confirmed by management, As such a 5% incresse bas bees

aclopted.

Heritage and culturnl nssets (level 2)

Hezitzpe and cultural ass=ts valued per level 3 inguts include public works, manuments and strucrares for which oo active markes exisss. The most recect
wethstion af Cowncils beritage and cultral assers occorned a3 st 30 Jupe 2014 and was detsrmined by Berina MacAulsy of MacAuley Pamners. Asset
avquired since the dse of valuaton sre recorded st cost

The: methodolopy employed for the 2014 valusbon included & physical imspection of all artwerks with valustions being determined sceonding 1o mforatom
wvailable from specialist subscription das services, the valuer's indusary comacts inclading anises, ageris, dealers and specinlist manufbetwrer who work with.
rtists o create large-scale public artworks,

Applied indices 1o determine fair value 2s at 30 June 2015 wai completed by AssetVal Py Lid. ‘The details of this excrcise are disclosed above, Heritige snd
cutlurnl msscn (bevel 23

Infrustructure Assels (level 3)

All Coencil Tofrastruchee assets categorioed as Water msels, Sewerage assets and Road, Bridge and Drainage assets were fair vabsed nsing wrinen down
cumreni replacerient cost. This valuation comprises the asset’s curnent replacemers cost (CRC) less accummlated deprecintion calculated ve the basis of such
cost o reflect the alrendy comamed or expared futone econamic benefits of the asset. Council fird determined the gross coat of replacing the full service
potential of the asset and then adjusted this o 1o take acoount of the cxpired sorvice potential of the asset.

CRC was measiged by reference to the lowest cost at which the gmss funare ecoramic benefits of the asse could cumently be oblained in the normal course of

‘bumness. 'Whens existing assets wene over designed, had excess capatity, or were icdundan sn adjiustment was mads 5o that the resulking valuation reflecied
the: cost of replacing the existing ecomomiz benefits besed on an efficient sl of modem equivalen: pssets to achizve the required leve] of service outpu, within

the council's plenning hoszon.

I{a) Road, bridge and drainage network (level 3) - calculstion of corrent replacement cost

Currenl Replacement Cos
A fudl valsation of Connellls rosd, bridge and drainsge nerwork waa undemaken by independent valvers, Ass=tVal Pty Led, effective 30 June 2015, Diue i the:

thy specislised pature of such assets, al} infrastructurs valuations were nndertaken on & Cost Appeoach to valastion. The cost approach is deemed a

predominen
Level 3 ingu. Under this approach, the following process was adoged:

= 'Where there was no depth of markel a3 determioed for e assew, the pet cument valee of an sssor wes considered the groas clament valoe less acoummalaed
depreciation o neflect the consumed of expired service potential of the assel. Published mvailable market data for recent projecis, sadior published cost guides
were wiilised (o determine the extimated replacemes cost (o value) of the asset, inchding allowances for preliminaries and professional fees. This is
considens] a Level 1 ingrat.

- A condlition sssessment was appled, which is besed ar fectors soch as the age of the amet, overal] condition as noted by (ke Valuer during inspection,
eoonomic ancdfor functional obsolescence. The condition assessment direcdy tmnmslaies o the kevel of depreciation applied,

- Wihile the replocement cost of the asie coald be supparted by market supplied evidence (lavel 2), the oiher mnobservable inputs (such as estimates of wsefial

lifie and aesel condision) were also required (level 3}
Infrestrucoure stsers were componentissd where required with unit mies spplied to the individual componenis i onder o determineg the replacement cost,

“The unif rstes applicd wese besed on brownfield propect costs and include all matenals, laboor and overheads. The enil rates were estimated in cossuliation
with Coancil's Technical Services stall using information collaied from recent project costs,

Avernge S/ for each of the key components were:

Sealed Roads [nsealed
Fogds |
] 5
Formton 158 T.67
Pavoment +0 65 4758
Sab pavement 30,76 40,68
Sur{ace 3796 nfa
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I3 Fair value measurements {Continued)
Accumulied Deprecwtion
Tovcuiccinte the spprupriate amoars of sccumuiased Jeprecintion. esseis were aither subaect fo & site inspection or oo Rssessment 0 determine remasnizg useful

life. Where site Inspections wene conducted {Le, for sammled visible assets}, the macts were allocaied a coedition assessmers, which was ised o edtimate
repaining weefin life as tabled below:

Percentuge of life remaining Description
3% - 10 1. Howrsd pew o pehabilitated o new with no vasthle deteriorations,
55% . GG 2. Excelient oversil condilion, early waages of detenomszion.
15% - 55%

3. Fair oveszll condition, ohwiozs deserinraihos, some serviccability kss.

5% . 15% g . 5 .
<. Poor overad condition, ot deterdomtion, some scrviceability loss, high muinteasnce costs

0% -
i 5. Extremely poor conditio, sevene servicesbidity probiemm. Rencwal roqeired immedastely.

1ib} Road, bridge and drainage network - unchservable inputs

As detnited shove Coancil's mads, drainape end bridge network kun been valued eiing writien Cowr curremt replacemen: cosi. This method usilives & rumiber
o inputs thut require judgement and are therefore clessed as usobservable, While these judgements are made with the preatess care, ane besed npor years of
eapericece, Sfferett jucpements could resul: in o Jiffererz valoation. The table below summarises the mos: significant unobservable inpucs that wouald have ae
impacs on the vahontion:

Significant uncbservable Inpul Range of inpuls

Conilition miimg fuschul life) 1-5 As specified

Narmber of labour botars 5100 hrfer

Raw mucerial wipe quartities WVaries dependars of type srd
application

Remaining uselis life 1-2100 vears.

Mar-depreciabde component of replecement S0-51, 408,000

[

Estimused wieful lives are disclosed in note j2

Xm) Water & Sewerage - caleulation of current replacement oost

Cwrrers Replacemens Cost

The bust full valistion of watcr snd sewemige agvets was aodertaien as ad | July 200 1, betng valoed ai thesr wilien down cisrent replacement cot as
ceiermired by independens valoers AssetVal Pry Lid, who alve urderiook an indexation exercise o determire movemera dusing the period. Mo material
movermest was iemified with the resulss confirmed by imtercal engineers and technical officers. The valuation methodology identified that waser and sewer
axsess can be brokoen o iwo biosd proups:

= Active asaets includes pump siations, bones, reservoirs, flow coraral and treatment plants
- Passive assets: which inchude mostdy nerwork essets such s pipe work aed manholes

AssetVal Pry Lid s cost models were derived from the following sources:
- AsseeVal Pry Lid datsbase

- Rowhinson's Australian Constroctdon Handbook (201 1)

= Conrmunscation with suppliers

- Schedube maes fior construction of asset or similar assecs

The 201] vehuation it rates (replacemer: costs ) were mereased by 27% to allow for non-constroction intangibles including mvestigation, desigr,

Additioeal arsets acquired from 2 July 200 1 to 30 Jure 206 5 have been recognesed af cos? o umil mabes {in the event they were donsied or not previousty
recupriscd ), which has been determited 1o approximate their (air valoe.

Average ousl per water main - 533191 per linesr mesre
Average ool per sewer irain - 341593 per lincar metre
Avernge cosl per water node - $3,001 85
Avernge cost pes sewer node - 34,672,117
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13  Fair valee measurements (Continoed )

Accumsilaied [epreciation
In determining accummsdated deprecistion, avsets were gither suhject 10 2 Sife ingpection or an assessment 10 detenmine remainang useful I, Where site
inspections were conducted (i.e, fior active sseis), the assets were allocated a condirion assessenenl, using the same tble as identified for waste.

Where site inspections were nol corducted (e, for passive msets sod sctive assets for widch no sl inspections were underzken), the remaining usefid life
was calcubsied o0 an age basis efter teking into consideration curment amd planned mainenance reconds,

2(b) Water und Sewer - anabservable inputs

The method used w0 vilue Councils water and sewerage asiets utilises a number of inpats that require jndgement and ure thercfire clissed oy anobscrvable.
While these judgements are made with the greates care, and based upon years of experience, different jodgements could result in a different valuation, The
whle below summarises the most significant unobservable mpus thet would have an impact an the valuation:

Significant unobservable input Range of inpuls
Condition rating (usefl life) 0 - Erd of kife
Sundard material usage quantities Varisd depending on the rype of
maerial
Numbes of labour hours Varies depending on site nnd
complexity

§0 - S167,796 (rewer)

e Sprmle s $0 - 53,521,000 fwater)

Estimated useful lives are disclosed in note 12

(i) Changes in Fair Valoe Measorement uxing significant unobservahle inputs (level 3)
The changes in level 3 assets with recarring frir vabee megsurcenents are detadled i note 12 (propemny, plant and equipment). However, since certain asset
clussen disciosed in those notes comprise bath level 2 and level 3 assets, the movemert in bevel 3 assets are detailed below.

Clamges in level 3 masels Land Buikilngs Heritnge and coftural assets
¥ i 5

Openitsg gross valee ds o 1 July 7014 252,396,129 191,092,571 3,743,920

Additions 1,105,522 2632445

[rispoaals (2.791,266)

Tmmsfer to Other Class (&5, 000 (240,000)

Trunsfer 1o Level 2 {7,277,000) (18,850,440) {452,350}

Revalumtion sdjustment (24.558.413) 2,243 K15 152,579

Clising gross valoe s at 30 June 2005 221581 174,317 576 3204149

Accumulated depreciation

Otpening balance s ot | July 2014 53,908,914 108,832

Depreciation provided foe i period 986,375 42,06

Additions 1,375

Diisposals {1,105,599)

Tramafes o Other Cluss {52,550)

Transfer to Level 2 (8,127,393

Revalnation adjustment B50L61S 9,920

Accumalated deprecistion value as ul . £11,403,985

10 Jume 1S 108498

Ve #s al 30 Jure 2015 211,551,208 123,913,588 L995,651

(iv} Vahution processes

Cozncils valuation policies snd procedures are set by adhering 10 the Asset and Asser Managemen! Policies as developed by the Chief Execauve Officer, the
Manager of Asset Management aod Council's Struteghe Eesdership and Performance Team. Policies are roviewed at least -ansually inking inio cossiderution
an apalysis of movements in fir value and ocher relevam information, Council's current palicy for the valuation of property, plant and equipment (recurming fuir
value measurenients) is so1 oul in pote 1.1 1. Non-recurring Tair valus measiements are made at the poir of reclassification by a registered valver,
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Note
14  Trade and other pavahles 1.12
Current
Creditors and accruals
Annual leave
Other entitlements

20035 2014
Actual Actual
8 b3
12,162,804 18313280
6,900,375 7.147.251
634,215 664,246
19,697 394 26,124,777

Current emplovee benefit expenses are calculated on current wage and salary levels and includes related employee on-
cosis. Council considers it does not have an unconditional right to defer settlement of the liability therefore all annual
leave is classified as a current liability. The portion payable later than one vear, estimated at 51,771,155 is calculated on
projected fuure wage and salary levels and related emplovee on-costs, discounted to present values. Funther details on

employee entitlements are reported in note 1.13.

15 Borrowings 1.14
Current
Loans - Queensland Treasury Corporation

Loans - Depanment of Local Government, Community
Recovery and Resilience

Non-current
Loans - Queensland Treasury Corporation
Loans - Department of Local Government, Community
Recovery and Resilience

Loans - Queensland Treasury Corporation
Opening balance at beginning of financial year
Loans raised

Principal repayments

Market Value Adjustment - Expense

Book value at end of financial year

Loans - Department of Local Government, Community
Recovery and Resilience

Opening balance at beginning of financial year

Principal repayments

Book value at end of financial year

10,989,211 11,585,714
308,000 308,000
11,297,211 11,863,714
183,248 860 222,317,696
1,540,000 1,848,000
184.788 860 224,165,696
233,903,410 229,783,257
- 14,656,187
(44,269,200) (10,536,034)
4,603,861 -
194,238,071 233,903,410
2,156,000 2,464,000
(308,000) (308,000)
1,848,000 2,156,000

All borrowings are carried al amortised cost with interest being expensed as it accrues, excluding the Loans - Department
of Local Government, Community Recovery and Resilience which is a non-interest bearing borrowing. Expected final
repayment dates vary from July 2016 to March 2034, There have been no defaults or breaches of the loan agreement

during the period.
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2015 2014
Actual Actual
Mote % b

15  Berrowings (Continued)

Principal and interest repayments are made quarterly in arrears for all QTC borrowings. In respect 1o the Department of
Local Government, Community Recovery and Resilience loan, which is a non interest bearing loan as stated above,
principal repayments are made semi-annually in amrears.

The loan market value at the reporting date for QTC borrowings was $223,970,210. This represents the value of the debt if
Council repaid it all on that date. Al the reporting date, it is the intention of Council to hold the debt for its full term, as

such no provision is required (o be made in these accounts.

16 Provisions
Current
Refuse restoration 1.15 27,854 415 27,414,153
Quarry restoration 1.15 115,803 265,266
Long service leave 1.13(d) 6,604,763 6,618,007
34,574,981 34,297 426
Non-current
Refuse restoration 1.15 3,951,580 3,031,853
Cuarry restoration 1.15 1,977,074 2,058,535
Long service leave 1.13{d) 1,768,241 1,673,595

7,696,895 6,763,983
—_—

Long service leave benefils are calculated in accordance with Council's obligations. The apportionment of current liability
reflects the latest estimates around Council’s ability to defer settlement and leave probability calculations. The portion
estimated to be payable during the year is $1,396,655 based on an average of previous years long service leave expenses,
Estimales are reviewed and adjusted annually as a result of change in circumstance and or new information. Further
details on employee entitlements are reported in note 1.13.

Details of movements in provisions:

Refuse restoration
Balance at beginning of financial year 30,446,006 31,309,449
Increase in provision - change in present value over lime 342278 427,152
Increase in provision - due to change in fulure cost

Funded by assel revaluation surplus 1,576,230 (42,424)

Expensed dering the year - included in repairs and maintenance 824,830 2,168479
Decrease in provision

Wrile-ofTs through remediations (1,383,349) (3.416,650)
Balance at the end of financial year 31,805,995 _30,441.‘:.:![1&

This is the present value of the estimated future cost of restoring the refuse sites under the State Government
Environmental Regulations at the end of its useful life. The projected cost is $38,618,364 and this cost is expected to be
incurred between 2016 and 2050 after closing the sites and allowing a period for settlement,
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16

17

MNote

Provisions (Continued)

Quarry resloration
Balance at beginning of financial year
Increase in provision - change in present value over lime
(DecreaseMincrease in provision - due to change in future cost
Funded by asset revaluation surplus
Expensed during the year - included in repairs and maintenance
Balance at the end of financial year

2015 2014
Actual Actual
5 5
2,323 801 2,005,871
62,570 60,055
(246,057 257,875
(47,437 .

2,002 8717 2,323,801

This is the present value of the estimated future cost of restoring the quarry sites under the Staie Government
Environmental Regulations at the end of its useful life. The projected cost s 53,344,745 and this cost is expected to be

incurred between 2015 and 2057,

Long service leave

Balance al beginning of financial year
Amount provided for in the peried
Amount paid in the period

Balance al the end of financial year

Asset revaluation surplus 1.16
Movements in the asset revaluation surplus were as follows:
Balance at beginning of finangial year
Net adjustment to non-current assets at end of financial
year to reflect a change in current fair value:

Land

Sile improvements

Buildings

Roads, bridge and drainage network
Water

Waste infrastructure

Heritage & cultural assets

Change in value of future rehabilitation costs charged 1o the reserve
Site improvements
Waste infrastructure

Change in value of future restoration asset funded by the reserve
Site improvements
Waste infrastructure

Balance al end of fnancial vear

8,291,602 7,849,796
1,357,322 1,435,987
(1.275.920) (994,181)
8,373,004 8,291,602
1,381.196,905 1,405,251,318
{25,286,113) (24,344,112)
(1,066,511) {339,391)
155,935 (246,933)
203,759,355 (466,245)
(19.911)
426,540 .
165,268 849,121
178,154,874 (24.567.471)
246,057 (257,874)
(1,576,230) 42,424
(183,487) 343,780
919,727 384,728
177.560,941 (24,054.413)
1,558,757,846 1,381,196,905
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2015 2014
Actoal Actual
MNote b3 5
17 Asset revaluation surplus (Continued)
Asset revaluation surplus analysis
The closing balance of the asset revaluation surplus comprises
the following assel categories:
Land 91,342,646 116,628,759
Sile improvements 29,902,538 30,906,479
Buildings 6,960,998 6,805,063
Roads, bridge and drainage network 1,131.966,275 928,206,920
Waler 129,580,193 129,580,193
Sewerage 162,087,999 162,087,999
Waste infrastructure 5,836,260 6,065,823
Heritage & cultural asseis 1,080,937 915,669
1,558,757,846 1,381,196,905

18  Commitments for expenditure
Contractual commitments
Contractual commitments ail balance date but not recognised
in the financial statcments are as follows:

Disposal of garbage and solid waste 23,630,258 23,835,486
23,630,253 23,835,486
—_—— ===

These expenditures are payable :
Within one year 23,630,258 14,499,736
Later than 1 year but not later than 5 years - 0,335,750
23,630,258 23,835,486
Capital commitments
Commitment for the construction of the following assets contracted for
al the reporting date but nol recognised as liabilities are as follows:
Buildings 162,123 328,708
Infrastructure 10,939,804 10,757,549
Other assels 806,595 495,308
11,908,522 11,581,565
These expenditures are payable :
Within one year 11,908,522 11,581,565
11,908,522 11,581,565
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2015 2014
Actual Actual
Note 5 b1

19  Contingent labilitics
Details and estimates of maximum amounts of contingent liabilities are as follows:

Various claims are pending against the Council. In the opinion of the Council's solicitor the potential loss on all claims at
30 June 2015 should not exceed:

2,876,745

Department of Families, Housing, Community Services and Indigenous Affairs
Council agreed to act as guarantor for a development project under the Housing Affordability Fund Program. The
guaraniee provides for affordable housing Lo be developed and sold at a discount on market rates,

Council's maximum exposure to the bank guarantee is: 8,000,000 8,000,000
_— -

Local Government Mutual

The Council is a member of the local government mutual liability self-insurance pool, LGM Queensland. In the event of
the pool being wound up or it is unable to meet its debts as they fall due, the trust deed and rules provide that any
accumulated deficit will be met by the individual pool members in the same proportion as their contribution is to the total
pool contributions in respect to any year that a deficit arises.

As at 30 June 2015 the financial statements reporied an accumulated surplus and it is not anticipated any liabilities will
anise.

Local Government Workcare

The Council is a member of the Queensland local povernment worker's compensation self-insurance scheme, Local
Government Workcare. Under this scheme the Council has provided an indemmnity towards a bank guarantee 1o cover bad
debts which may remain should the sell insurance licence be cancelled and there was insufficient funds available to cover
outstanding lizbilities, Onaly the Queensland Government's workers compensation authority may call on any part of the
guarantee should the above circumstances arise.

Council’s maximum exposure to the bank guarantee is: 743,744 3,289,198

20 Superannuation
The Council contributes to the Local Government Superannuation Scheme (QId) (the scheme). The scheme is a Mulii-
employer Plan as defined in the Australian Accounting Standard AASE! 19 Employee Benefits,

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

The scheme has three elements referred (o as:
- The City Defined Benefits Fund (CDBF) which covers former members of the City Super Defined Benefits Fund

- The Regional Defined Benelits Fund (Regional DBF) which covers defined benefit fund members working for regional
local governments; and
- The Accomulation Benefits Fund (ABF)

The ABF is a defined contribution scheme as defined in AASE 119, Council has no liability 1o or interest in the ABF other
than the payment of the statutory contributions as required by the Local Govermment Act 2009,
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20 Superannuvation (Continued)

Council does nof have any employees who are members of the COBF and, therefore, is not exposed to the obligations,
assets or costs associated with this fund.

The Regional DBF is a defined benefit plan as defined in AASEI19, The Council is not able to account for the Regional
DBF as a defined benefit plan in accordance with AASE] 9 because the scheme is unable to account to the Council for its
proportionate share of the defined bencfit obligation, plan assets and costs. The funding policy adopted in respect of the
Regional DBF is directed at ensuring that the benefits accruing to members and beneficiaries are fully funded as they fall

due,

To ensure the ongoing solvency of the Regional DBF, the scheme's trusiee can vary the rate of contributions from relevant
local government employers subject 1o advice from the scheme's actuary. As at the reporting date, no changes had been
made 1o preseribed employer contributions which remain al 12% of employee assets and there are no known requirements

to change the rate of contributions.

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

As at the reporting date, the assets of the scheme are sufficient to meet the vested benefits.

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

medium term experience.”

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

Under the Local Government Act 2009 the trustee of the scheme has the power to levy additional contributions on councils
which have employees in the Regional DBF when the actuary advises such additional contributions are payable - normally
when the assets of the DBF are insufficient to meet members' benefits.

There are currently 72 councils contributing (o the Regional DBF plan and any changes in contribution rates would apply
equally to all 72 councils, Council made less than 4% of the total contributions to the plan in the 2014-15 financial year.

The next actuarial investigation will be made as at 1 July 2015.

The emount of superannuation contributions paid by Mackay Regional Council
to the scheme in this period for the benefit of employees was; 5 7.868,219 T.871,184
-— e
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21 Trust funds
Security deposits
Mackay Anspace Gift Fund

2015 2014
Actual Actual
s 5
2945319 3819343
11,913 6,69
2,957,232 3,826,039

Mackay Regional Council performs only a custodial role in respect of these monies. As these funds cannol be used by the

Council, they are not brought to account in these financial statements.

22  Reconciliation of net result for the year to net cash flow
from operating activities
Met result

Non-cash items:
Depreciation and amortisation
Change in restoration provisions expensed to finance costs

Investing and development activities:
Capital grants, subsidies and contributions
Capital income
Capital expenses

Changes in operating assets and liabilities:
(Increase Wdecrease in receivables
Decreaseflincrease) in inventories {excluding land)
Decrease in pavables
Increase in provisions
(DecreaseMincrease in other liabilities

Net cash inflow from operating activities

93,181,842 95,524,273
69,076,412 63,351,847
404,848 487,207
69,481,260 $3.839,054
(123,315,500) {166,675,637)
(920,326) (254,049)
34,398,782 64,828 361
(89,837,044) (102,101,325)
{2,021,001) 9,754,267
405,089 (412,430)
(7,033,338) (13,777,034
81,402 441,806
(180,927) 174,111
(8,748,775) (3,819,280
64,077,283 53,442,722
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23 Financial instrumenis

Mackay Regional Council has exposure to the following risks arising from financial instruments:

- liquidity risk
- market risk

This note provides information (both qualitative and quantitative) to assist statement users evaluate the significance of financial
instruments on the Council's financial position and financial performance, including the nature and extent of risks and how the
Council manages these exposures.

Liguidity risk
Liquidity risk is the risk that the Council will encounter difficulty in meeting the obligations associated with its financial
liabilities that are settled by delivering cash or another financial asset.

Mackay Regional Council is exposed to liquidity risk through its normal course of business and through its borrowings with
QTC and other financial institutions.

The Council manages its exposure to liguidity risk by maintaining sefficient cash deposits and undrawn facilities, both short and
long term, to cater for unexpected volatility in cash flows. These facilities are disclosed in note 10,

The table below sets out the liguidity risk in relation to financial liabilitics held by the Council. Tt represents the remaining
contractual cash flows (principal and interest) of financial liabilities at the end of the reporting period. excluding the impact of
netting agreements.

Otolyear  1toSyears Over S years Total Carrying
contractual amount
cash Mows
% 5 % 5 5
2015
Trade and other payables 12,162 804 . 12,162,804
Loans - QTC 22614476 90457904 165,120,647 278,193,027 194,238,071
Loans - DLGCRR 308,000 1,232,000 308,000 1,848,000 1,848,000
35,085,280 016800904 165428647 2092203 831 196,086,071
2014
Trade and other payables 18,313,280 - 18,313,280
Loans - QTC 25,117 431 94,705,893 234,754,949 354,578,273 233003 410
Loans - DLGCRR 308,000 1,232,000 616,000 2,156,000 2,156,000
43,738,711 05,937,893 235,370,949 375,047,553 236,059,410

The outflows in the above table are not expected to occur significantly earlier or for significantly different amounts than
indicated in the table,
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Market risk

Market risk is the risk that changes in market prices, such as interest rates, will affect the Council's income or the value of its
holdings of financial instruments,

Inierest rate risk
Mackay Regional Council is exposed to interest rate risk through investments and borrowings with QTC,

The Council has access to a mix of variable and fixed rate funding options through QTC so that interest rate risk exposure can
be minimised.

Sensitiviry
Sensitivity 1o interest rale movemenls is shown for variable financial assets and Tiabilities based on the carrying amounl at
reparting date.

The following interest rate sensitivity analvsis depicts what effect a2 reasonably possible change in interest rales (assumed to be
1%) would have on the profit and equity, based on the carrying values at the end of the reponting period. The calculation
assumes that the change in interest rates would be held constant over the peried.

Net carrying Effect an Net Result Effect on Equity
amaount 1% increase 1% decrease 1% increase 1% decrease
5 5 5 $ $

2015
QTC cash fund 141,627,508 1,416,275 (1,416,275) 1,416,275 (1,416,275)
Loans - QTC 194,238,071 1,942 381 (1,942,381} 1,942,381 (1,942,381)
Loans - DLGCRR 1,848 ()} - - -
Net total 337,713,579 3 358,656 (3,358.656) 3,358,656 (3.358.656)
2014
TC cash fund 149,468,258 1,494,683 (1,494,683) 1,494 683 (1,494 683)
Loans - QTC 233903410 2,339,034 (2,339,034) 2,339,034 (2,339.034)
Loans - DLGCRR 2,156,000 - - -
Net total 385,527,668 383317 (3,333,717) 3,833,717 (3,833,717

In relation to the QTC loans held by the Council, the following combination has been applied:

QTC Generic Debt Pool - the generic debt pool products approximate a fixed rate loan, There is a negligible impact on interest
sensitivity from changes in interest rates for generic debl pool bormowings,

QTC Client Specific Pool - client specific pool products are often rebalanced to a target benchmark duration. This parially

exposes clients to the level of interest rates at the ime of rebalancing. Sensitivity on these products is provided by QTC through
calculating the interest effect over the period.
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Fair value
The Fair value of trade and other receivables and payables is assumed to approximate the value of the onginal ransaction, less
any allowance for impairment.

The fair value of borrowings with QTC is based on the market value of debt outstanding. The market value of a debt obligation
is the discounted value of future cash Mows based on prevailing market rates and represents the amount required to be repaid if
this was 1o occur at balance date. The market value of debt is provided by QTC and is disclosed in note 15,

24 National competition policy
Business activities to which the code of competitive conduct is applied

Mackay Regional Council applies the competitive code of conduct to the following activities:
- Water und Waste Water
- Waste Services

This requires the application of full cost pricing, identifying the cost of community service obligations (CS0) and eliminating
the advantages and disadvantages of public ownership within that activity.

The C50 value is determined by Council, and represents an activities cost(s) which would not be incurred if the primary

objective of the activities was to make a profil. The Council provides funding from general revenue to the business activity to
cover the cost of providing non-commercial community services or costs deemed to be CS0's by the Council.

Details of community service obligations are:

Activities CS0) description Actual
§
Water and Waste Water Rebates to Community / Sporting Bodies 183,134
Waste Services Rebates 10 Community / Sporting Bodies 139,324
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24 National competition policy (Continued)

The Council has resalved to commercialise the following significant business activities:

Water & Waste Water Waste Services
2015 2014 2005 014
Actual Actual Actual Actual
s 5 s 5

Operating revenue
Rates and utility charges 89,242,321 86,572,261 21,226,883 21,610,969
Less: discounts and remssions (5.613,842) (5,544,007 (2,044.710) (1.092,607)
Fees and charges 2,699,768 3,662,729 6.560.511 8.520.728
Sales contract and recoverable work 2311,244 3,245,986 - .
Grants, subsidies and comtributions and donations . 4,425
Interest received 2,134,590 2,614,632 430,477 396,133
Other recurrent income 204,647 168,965 429,843 312,135
Community service obligations 153,134 177,800 139,324 135,266
Internal transfers 1,683,307 1,433,430 673,860 564,226

92,845,169 92,331,706 27,416,228 29,471,275

Less: operating expenses

Employee benefits 13,279,011 14,099,439 1,482,133 1,231,256
Materials and services 20.915,185 21,517,338 15,488,351 15,373,164
Finance costs 6,066,770 6,341,862 1,697,521 1,874,870
Depreciation and amortisation 20,136,116 19,748,053 4,637,242 1,165,349
Transfer from capital (loss on disposal of assets) 2,539,795 6,316,303 26,302 2,607,018
Competitive neutrality costs 6,846,497 6,647,085 1.397.491 1,356,787
Internal transfers 3,427,597 3,312,454 465,278 458,959

73.210,971 T7.982.534 25.194.318 24,067,403

Less: transfers
Transfer from capital (loss on disposal of assets) (2,53%9,795) (6,316,303) (26,302) (2.607,018)
Retained (surplus) / deficit brought forward from prior year (2,414,605} (7,660,8064) (873.427) {1,442,040)
Transfer to capital (general revenue expended) (1,620,797) 1,816,082 (956,057) 3,942,226
Inter-function dividends and return on capital 43,415,000 17,310,000 5,133,000 2,410,006
Transfer from reserves (29.244.978) {7,039 444) (3,105,813) (1.345.757)
Transfers 1o reserves 7.501,798 13,825,007 1.863.514 21,573,034
15,096,623 11,934,568 2034915 4,530,445
Operating surplus / (deficit) 4,537,575 2,414 604 186,995 873,427

25 Events after the reporting period

There were no material adiusting events after the balance date.
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Manugement certificate
For the year ended 30 June 2015

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

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

(i) the prescribed requirements of the Local Government Act 2009 and Local Government Regulation 2012 for
the establishment and kecping of accounts have been complied with in all material respects; and

(if) the general purpose financial staterments, as sel out on pages | 1o 42, present a true and fair view, in
accordance with Aostralian Accounting Standards, of the-Col) "sg_anm:ﬁnmfnrmeﬁumcia.lmrmd
financial position at the end of the year,




INDEPENDENT AUDITOR’S REPORT
To the Mayor of Mackay Regional Council

Report on the Financial Report

| have audited the accompanying financial report of Mackay Regional Council, which
comprises the statement of financial position as at 30 June 2015, the statement of
comprehensive income, statement of changes in equity and statement of cash flows for the year
then ended, notes comprising a summary of significant accounting policies and other
explanatory information, and certificates given by the Mayor and Chief Executive Officer.

The Council's Responsibility for the Financial Report

The Council is responsible for the preparation of the financial report that gives a true and fair
view in accordance with prescribed accounting requiremenis identified in the Local
Government Act 2009 and Local Government Regulation 2012, including compliance with
Australian Accounting Standards. The Council's responsibility also includes such internal
control as the Council determines is necessary to enable the preparation of the financial report
that gives a true and fair view and is free from material misstatement, whether due to fraud or
ermor.

Auditor's Responsibility

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

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

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

Independence
The Auditor-General Act 2009 promotes the independence of the Auditor-General and all

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



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

Opinion
In accordance with 5.40 of the Audifor-General Act 2009 -
(a) | have received all the information and explanations which | have required; and

{b) in my opinion -

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

(i) the financial report presents a true and fair view, in accordance with the prescribed
accounting standards, of the financial performance and cash flows of Mackay
Regional Council for the financial year 1 July 2014 to 30 June 2015 and of the
financial position as at the end of that year.

Other Matters - Electronic Presentation of the Audited Financial Report

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

SOCENS LN
2 10T 2015

s oA

J F Welsh FCPA 1 Queensland Audit Office
as Delegate of the Auditor-General of Queensiand: == Brisbane
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Measuores of Financial Sustainability How the measure is calculated Aciual Targel

Couoncil's performance at 30 June 2015 against key financial ratios and targets:

Operating surplus ratio Net resull (excluding capital items) divided by 1% Between 0%
total operating revenve (excloding capital and 10%
items)

Asset sustainability ratio Capital expenditure on the replacement of 69% Greater than
assets (renewals) divided by depreciation 0%
Elpﬂﬂﬂc.

Net financial liabilities ratio Total liabilities less current assets divided by 5% Not greater
total operating revenue (excluding capital than 60%
items)

Note 1 - Basis of Preparation
The current year financial sustainability statement is a special purpose stalement prepared in accordance with the
requirements of the Local Government Regulation 2012 and the Financial Management (Sustainability) Guideline
2013 . The amounts used wo calculate the three reported measures are prepared on an accrual basis and are drawn
from the Council's audited general purpose financial statements for the year ended 30 June 2015.
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Current-year Finanefal Sustainability Stalement
Far the year ended 30 June 2015

Certificate of Accuracy
For the year ended 30 June 2015

This curreni-year financial sustainability statement has been prepared pursuant to Section 178 of the Local
Government Regulation 2012,

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

Mayor
Deirdre Comerford
Date: 6 ,___E,LS-




INDEPENDENT AUDITOR'S REPORT

To the Mayor of Mackay Regional Council

Report on the Current-Year Financial Sustainability Statement

| have audited the accompanying current-year financial sustainability statement, which is a
special purpose financial report of Mackay Regional Council for the year ended 30 June 2015,
comprising the statement and explanatory notes, and certificates given by the Mayor and Chief
Executive Officer.

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

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

Auditor's Responsibility

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

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

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

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



Independence

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

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

significant.

Opinion

In accordance with 5.212 of the Local Government Regulation 2012, in my opinion, in all
material respects, the current-year financial sustainability statement of Mackay Regional
Council, for the year ended 30 June 2015, has been accurately calculated.

Emphasis of Matter — Basis of Accounting

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

Other Matters - Electronic Presentation of the Audited Statement

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

2 10CT 2015
J F Welsh FCPA P ¢
as Delegate of the Auditor-General of QueersiedT OFFICS

Queensland Audit Office
Brisbane
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MACKAY REGIONAL COUNCIL

Long-Term Financial Sustainability Statement
For the year ended 30 June 2015

Certificate of Accuracy
For the long-term lnancial sustainability statement prepared as at 30 June 2015

This long-term financial sustainability statement has been prepared pursuant to Section 178 of the Local Government
Regulation 2012,

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

Mayor
Deirdre Comerford I
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