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MACKAY REGIONAL COUNCIL
INCOME STATEMENT
For the period 15 MARCH 2008 to 30 JUNE 2008

INCOME

Recurrent Revenue:
Net rates and utility charges
Fees and charges
Rental income
Interest received
Sales contracts and recoverable works
Other income
Grants, subsidies, contributions and donations

Total recurrent revenue

Capital Revenue:
Grants, subsidies, contributions and denations
Profit on the disposal of assets held for sale

Total capital revenue

Gain on restructure of local government:
Assets and liabilities transferred from abolished Councils
Adjustments due to accounting policy alignment

Total Revenue

EXPENDITURE

Recurrent Expenses:
Employee henefits
Materials and services
Finance costs
Depreciation & amortisation
Other expenses
Total recurrent expenses

Capital Costs:
Loss on the disposal of capital assets
Revaluation decrements

Total Expenses

NET RESULT ATTRIBUTABLE TO COUNCIL

The above statement should be read in conjunction with the accompanying notes and Summary of Significant Accounting Policies
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Note

3 (a)
3 (b)
3(c)
3 (d)
3 (e)
3 ()
4 (a)

4 (b)

—_—
T3 0o~

12
13

15 March 08 to
30 June 09
Actual
$

134,660,465
19,678,930
972,823
10,189,140
9,598,499
3,701,963
25,338,041

204,039,801

86,167,606
93,298

86,260,904

1,229,451,606
(15,743,276)

1,213,708,330

1,5604,009,035

57,827,910
85,921,964
8,485,657
50,211,950
6,371,040

218,818,521

14,563,223
1,546,729

234,928,473

1,269,080,562




MACKAY REGIONAL COUNCIL
BALANCE SHEET
As at 36 JUNE 2008

ASSETS
Current Asseis

Cash and cash equivalents

Trade and other receivables

Tax assets

Inventories

Other

Non-current assets classified as held for sale
Total Current Assets

Non-Current Assets
Trade and other receivabies
Property, plant and equipment
Capital works in progress
Intangible assets

Total Non-Current Assets

TOTAL ASSETS

LIABILITIES
Current Liabilities
Trade and other payables
Borrowings
Provisions
Other liabilities
Total Current Liabilities

Non-Current Liabilities
Trade and other payables
Borrowings
Provisions
Other liabilities

Total Non-Current Liabilities

TOTAL. LIABILITIES

NET COMMUNITY ASSETS

Community Equity
Council capitat
Asset revaluation reserve
Other reserves

TOTAL COMMUNITY EQUITY

Note

14
15
16
17
18
19

15
20
21
22

23
24
26
27

23
24
26
27

28
29

As at
30 June 09
Actual
$

96,885,233
20,130,402
3,825,748
2,327,142
1,497,780
9,982,994

134,746,299

5,000
2,182,021,650
115,645,682
1,658,224

2,299,330,556

2,434,079,855

22,986,566
7,023,703
c
3,152,573

33,162,842

6,569,264
106,438,307
18,970,918
0

131,978,479

165,141,321

2,268,938,534

1,197,639,174
982,662,637
88,636,823

2,268,938,534

The above statement shouid be read in conjunction with the ac&%né;éagyfng notes and Summary of Significant Accourniting Policies



MACKAY REGIONAL CCOUNCIL
CASHFLOW STATEMENT
For the pericd 15 MARCH 2008 to 30 JUNE 2008

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

Interest received
Borrowing costs

Net cash inflow/{outflow) from operating activities

Cash flows from investing activities:
Payments for property, plant and equipment
Proceeds from sale of property plant and equipment
Net movement in loans to community organisatiens
Net cash inflow/{outfiow) from investing activities
Cash flows from financing activities:
Prcceeds from berrowings
Repayment of borrowings
Repayments made on finance leases
Net cash inflow/(outflow) from financing activities
Net increasel/{decrease) in cash held

Cash at beginning of reporting period

Cash at end of reporting period

15 March 08 to
Note 30 June 09
Actual
$

237,744,472
(151,697,608)
86,146,864

10,174,732
(8,277,391}

36 88,044,205

{177,643 ,441)
5,361,423
13,600

(172,268,418)

25 34,315,888
25 (11,044,146)
0

23,271,742

(60,952,471)

157,837,704

14 96,885,233

The above statement should be read in conjunction with the accompanying notes and Summary of Significanl Accournting Poiicies.
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MACKAY REGIONAL COUNCIL
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the peried 15 March 2008 to 30 June 2008

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

1

(a)

(b}

(c)

Summary of Significant Accounting Policies

Basis of Preparation

This financial reporl has been prepared as a general purpese financial report in accerdance with the Australian
Accounting Standards and complies with the requiremenis of the Local Government Act 1993, the Local
Government Reform implementation Regufation 2008 and the Local Government Fingnce Standard 2005.

The Local Government Raferm Commission repert to the Minister for Local Government, Planning and Sport on
27 July 2007 recommended that the former Mackay City, Mirani and Sarina Shire Councils be amalgamated to
form the Mackay Regional Council. Pursuant to Part 1B of the L.ocai Government Act 1993 and in accordance
with the Local Government Reform implementation Regulation 2008, the Mackay Regional Council was formed on
15 March 2008.

The Local Government Reform implementation Regulation 2008 and the Local Governmeni Reform
Implementation (Transferring Areas} Amendment Regulation (No.1) 2008 transferred the assets and liabilities of
the former Mackay City, Mirani and Sarina Shire Councils to the Mackay Regional Council as at changeover date.

Pursuant to section 159YQ of the Local Government Act 1993 and sections 28 and 35 of the Local Government
Reform Implementation Regulation 2008, financial statements have been prepared for the period starting on 15
March 2008 and ending on 30 June 2009. Future periods will be for twelve month periods starting 1 July and
ending on 30 June.

Assels and Kabilities of the former councils have been recognised by Mackay Regional Council on 15 March 2008
at the previous book values of the transferor local governments. This is shown as income in the Income
Statement and details are disclosed in note 6.

Mackay Regionai Council adopted consistent accounting policies from its commencement date of 15 March 2008.
In some cases, this resulted in adjustments to the measurement of assets and labilities transferred from former
councils as al 15 March 2008. These accounting policy alignment adjustments are shewn in the Income
Statement and details are discicsed in note 6.

This financial report has been prepared under the historical cost convention except for the revaluation of certain
non-current assets.

Statement of Compliance

Australian Accounting Standards include Australian equivalents to Internationai Financial Reporting Standards
{AIFRS). Because the Council is a not-for-profit entity and the Australian Accounting Standards include
requirements for not-for-profit entities which are inconsistent with International Financial Reporting Standards
{IFRS), to the exient these inconsistencies are applied this Report does not comply with IFRS. The main impact
is in the offsetting of revaluation and impairment gains and losses within a class of assefs and the recognition of
assels and liabilities of the former councils at the amounts at which they were recognised by the transferor local
governments.

Early adoption of new Accounting Standards
The following Australian Accounting Standards, issued on the dates shown, are not mandatory for the period
ending 30 June 2009 but, as permitted, have been applied in preparing this report where applicable;

AASB 1004 Contributions {December 2007)

AASB 1051 Land Under Roads (December 2007)

AASB 1052 Disaggregated Disciosures {December 2007)

AASB 2007-9 Amendments to Australian Accounting Standards arising from the Review of AASs 27, 29 and 31

AASB Interpretation 1038 Contributions by Owners Made to Wholly-Cwned Public Sector Entities.

The following Australian Accounting Standards, issued on the dates shown, are not mandatory for the period
ending 30 June 2009 and have not been applied.

AASB3 Business Combinations (March 2008)

AASBS Operating Segments (Feb 2007)

AASB101 Presentation of Financial Statements {September 2007)

AASBE123 Borrowing Costs (June 2007)

AASB127 Consolidated and Separate Financial Statements (March 2008)

AASB 1039 Concise Financial Reports (August 2008)

AASB 2007-3 Amendments fo Australian Accounting Standards arising from AASBS (February 2007)

AASB2007-6 Amendments o Australian Accounting Standargs arising from AASB123 {June 2007)
age 5



MACKAY REGIONAL COUNCIL
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the peried 15 March 2008 to 30 June 2009

1

(d)

Summary of Significant Accounting Policies {cont)

AASE 2007-8 Amendments to Australian Accounting Standards ariging from AASB101 (September 2007}

AASB 2007-10 Further Amendments to Austraiian Accounting Standards arising from AASB 101

AASB 2008-1 Amendments to Australian Accounting Standard - Share-based Payments: Vesting Conditions and
Cangcellaticns {February 2008}

AASB2008-2 Amendments to Accounting Standards - Puttable Financial instruments and Obligations arising on
Liquidation (March 2008}

AASB2008-3 Amendments to Accounting Standards arising from AASB3 and AASB127 (March 2008)
AASBZ008-5 Amendments to Austratian Accounting Standards arising from the Annual improvements Project
{July 2008)

AASB2008-8 Further Amendments to Australian Accounting Standards arising from the Annual Improvements
Project

AASE 2008-7 Amendments to Australian Accounting Standards - Cost of an investment in a Subsidiary, Jointly
Controlied Entity or Associate (July 2008)

AASB2008-8 Amendments to Australian Acceunting Standards - Eligible Hedged items [AASB 1397 (August 2008)

AASB 2008- Amendments to AASE 1049 for Consistency with AASB 101{September 2008)
AASSB 2008-11 Amendments to Australian Accounting Standard — Business Combinations Amoeng Not-for-Profit
Entities [AASB 3] (November 2008)

AASH 2008-13 Amendments {o Austrafian Accounting Standards arising from AASB Inferpretation 17 -
Distriputions of Non-cash Assets to Qwners (December 2008) {AASB 5 & AASE 110]

Interpretation 15 - Agreements for the Construction of Real Estate (August 2008)
Interpretation 16 - Hedges of a Net Investment in a Foreign Operation (August 2008}
Interpretation 17 - Distribufions of Non-cash Assets to Owners (December 2008)

It is not expected that the new standards would have made a substantial difference to the results if they had
applied to this accounting period. Most of the changes are matters of presentation.

Critical accounting estimates

The preparation of financial statements in conformity with AIFRS requires the use of certain critical accounting
estimates. It zlso requires management to exercise its judgement in the process of applying the Council's
accounting policies. Estimates and judgements are based on historical experience and other factors, inciuding
expectations of future events that may have a financial impact on the Council and that are beligved to be
reasonable under the circumstances.

The estimates and assumptions that have the potential to cause a material adjustment e the carrying amounts of
assets and liabilities within the next financial year are referred 10 in the appropriate notes to the financial
statements,

Page 6



MACKAY REGIONAL COUNCIL
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the period 15 March 2008 fo 30 June 2008

1

(e)

U]

(g)

(h)

(i)

il

(k)

Summary of Significant Accounting Policies (cont)

Currency
The Council uses the Australian Dollar as its functional currency and its presentation currency.

Constitution
Mackay Regional Council is constituted under the Queensland Local Government Act 1993 and is domiciled in
Australia.

Date of authorisation
The financial report was authorised for issue on the date it was submitted to the Auditors for final signature. This
is the date the management certificate is signed.

The Local Government has the power to amend the Financial Report after it is authorised for issue until the
adoption of the report by the Local Government as part of the Annuaf Report.

Changes to Accounting Policies
Uniess otherwise stated, accounting policies are the same as for previous Councils and are consistently applied
throughout the period.

Rates, Grants and Other Revenue

Rates, grants and other revenue are recognised as revenue on receipt of funds or earlier unconditional
entitltement to the funds. Receivables are recorded at nominal amounts less any provision for doubtfui debts.
Credit terms are 30 days.

(iy Rates

Control over assets acquired from rates is obtained at the commencement of the rating period. Where rate
monies are received prior to the commencement of the rating period the amount is recognised as revenue in the
pericd in which they are received.

(i) Grants and Subsidies
Cantrol over granted assets is normally obtained upon their receipt or upon prior notification that a grant has been
secured. An equivalent amount is placed in the Constrained Works Reserve until the obtigation is satisfied.

(iiy Non-Cash Contributions
All non-cash coniributions are recognised as revenue and as non-current assets.

{iv) Other Revenue including Contributions
Other revenue is recognised as a receivable when it is probable that the receipt will occur and it can be measured
reliably, otherwise the amount is recognised upon receipt.

Cash and Cash Equivalents

For the purposes of the Balance Sheet and the Cash Flow Statement, cash assets include all cash and cheques
receipted but not banked as well as deposils at call with financial institutions. i aiso includes bank overdrafts and
liquid investiments with short periods to maturity that are readily convertible to cash at the Council's option without
penalty and that are subjecl to a low risk of changes in value.

The Council considers all its term deposits, being for pericds of less than one year 10 be cash equivaients.

Receivables

(i) Rates Receivable

Council deblors, consist largely of outstanding rate fevies. Credit terms are thirly (30) days. Qutstanding rates
atiract a 11% interest charge. The value of ouistanding rates includes interest charged on overdue accounts,
Council recognises these as revenue as they are levied. Rates received prior fo the commencement of the rating
period are recognised as revenue on receipt.

(i) Other

Other debtors consist of works performed for rate payers and property developers as well as amounts owing 1o
the Mackay Entertainment & Convention Cenire outstanding grants and claim amounts are also included. No
interest is charged on these amounts,

The colieclabilily of receivabies is assessed periedically with provision being made for impairment. All known bad
debts were written-off at 30 June 2009.

Loans and advances are recognised at cost. Terms are usually a maximum of five years with interest charged at
commercial rates. Security is not normally obtained.

Page 7



MACKAY REGIONAL COUNCIL
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the period 15 March 2008 to 30 June 2009

1

n

(m)

(n)

{0}

(P}

(r)

Summary of Significant Accounting Policies {cont)

Other Financial Assets
Cther Financial Assets are recognised at cost.

Inventories

According to AASB 102, inventories heid for distribution are valued at the lower of cost and current replacement
cost and other inventories are valued at the lower of cost and neat realisable valua, Stores and stockpile inventory
are recorded as assets held for distribution. Treated Water, Mackay Entertainment & Convention Centre,
Swimming Posl, Sarina Sugar Shed and the Artspace Gallery inventory are recorded as other inventory.

Land Held for Resale

Land acguired with the intention of reselling it {with or without further development) is classified as invenfory. As
inventory this land is valued at the lower of cost or net realisable value. Inventory items are always treated as
current assets.

Profit arising upon sale of land is recognised in the income Statement on the signing of a valid unconditional
confract of sale.

Land acquired for use by the Council which is no ionger required is reclassified within property, plant and
equipment to land held for development and resale. it continues 1o be measured at fair vaiue until it is actively
being markeied and expected o be solgd within one year. When this occurs it is transferred to non-current assets
held for resale and revaiued at fair vaiue less costs to sell.

Investments
Financial institution deposits at call and lerm deposits are treated as cash equivalents.

interest and dividend revenues are recognised on an accrual basis.

investment Property

investment properly, which is property held for the primary purpese of earning rentals andfor capital appreciation,
is initially recognised at cost incluging transaction costs. Where investment property is acquired at no or nominal
cost it is recognised at fair value. Investment properly is subsequently carried at fair value at the balance sheet
date, Gains or losses arising from changes in the fair value of investment property are included in the income
statement for the period in which they arise. investment property is not depreciated and is not tested for
impairment.

Rental revenue from investment property is recognised as income on a periodic straight line basis over the lease
term.

Capital Work in Progress
This represents the construction cost of property, plant and equipment under development by Council at balance
date and includes materials, labour, plant cost and associated tabour oncosts. Refer Note 21.

Property Plant and Equipment
The following thresholds have been adopted by Council and represent the maximum amount of expenditure that
may be expended on any one item without the recognition of an assef:-

Asset Class Threshold

Lanc $1
Buiiding and Site Improvements $5,000
Plant and Equipment - Machinery $5,000
Plant and Equipment - Motor Vehicles $5,000
Plant and Equipment - Office Equipment $5,000
Plant and Equipment - Furniture $5,000
Plant and Equipment - {.T. Eguipment $5,000
Major Plant and Equipment $1,000,000
Infrastructure - Road §5,000
Infrastructure - Read Other $5,000
Infrastructure - Stormwater Drainage $5,000
Infrastructure - Sewerage $5,000
Infrastructure - Water $5,000
Other Assets - Parks and Recreation $5,000
Other Assets - Heritage and Cultural $5,000
Other Assets - Bus Shelters $5,000
Other Assets - Other Miscellaneous $5,000

Page 8



MACKAY REGIONAL COUNCIL
NOTES TC AND FORMING PART OF THE FINANCIAL STATEMENTS
For the period 15 March 2008 te 30 June 2009

1

Summary of Significant Accounting Policies (cont)

(i) Acquisition

Acquisitions of assets are initially recorded at cost. Cost is determined as the fair value of the asseis given as
consideration pius cosis incidental fo the acquisition, including freight, architects' fees and engineering design
fees and all other establishment costs.

Non-menetary assets, including property, plant and eguipment, received in the form of contributicns and assels
received in a local government restruclure, are recognised as assets and revenues at fair value by Council
valuation where that value exceeds the recognifion thresholds for the respective asset class, Fair value means
the amount for which an asset could be exchanged, or z liability settled, between knowledgeable, willing parties in
an arm's length transaction.

i) Capital and Operating Expenditure

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

{fii} Valuation

Land, buildings, major plant and equipment, infrastructure and heritage and cultural assets are measured on the
revaluation basis, at fair value, in accordance with AASB116 Property, Plant and Equipment and the Local
Government Finance Standard 2005, Al other non-currenl assets, principally piant and equipment and
intangibles, 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 at the reporting date. This revaiuation may involve
the application of a suitable index to the cost elements of each asset, or may invelve an independent assessment
of the value. Only those assets, the total values of which are material, compared 1o the vaiue of the class of
assetls to which they belong, are comprehensively revalued.

Details of valuers and metheds of valuations are disclosed in Note 20.

Plant and equipment, other than major plant and equipment, are measured at depreciated cost. The carrying
amounts for plant and equipment measured at depreciated cost shoutd not differ materially from their fair value.

{iv) Depreciation

Land is not depreciated as it has an unlimited useful life. Depreciation on other property, plant and equipment is
calculated on a straight-ling basis so as to write-off the net cost or revalued amount of each depreciable asset,
less its estimated residual value, progressively over its estimated useful life to the Council.

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

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

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

The depreciable amount of improvements to or on leasehold land is ailocated progressively over the estimated
useful lives of the improvements to the Councit or the unexpired period of the lease, whichever is the shorter,

Page 9



MACKAY REGIONAL COUNCIL
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the period 15 March 2008 to 30 June 2008

1

(s)

®

Summary of Significant Accounting Policies (cont)

{v) Unfunded Depreciation

Mackay Regional Council has elected not to fund depreciation expenses for assets that will not be replaced or
external funding sources other than icans will be cblained to fund their repfacement. Depreciation is funded to the
extent necessary to meet future replacement capitat works.

(vi) Land Under Roads

The Mackay Regional Council does net control any land under roads. Ali 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 controlied by the State pursuant fo the relevant legislation. Therefore this
fand is not recognised in these financial statements.

Intangible Assets
Only intangible assets which have & cost exceeding $5,000 are recognised as intangible assets.

Expenditure on internally generated intangible assets is recognised from the dale of the approval by the Council of
a capital expenditure authorisation for the acquisition or development of the asset as before approving the
expenditure Council requires it to meet conditions which equal or exceed the criteria for recognition in
AASB138.67.

Expenditure on internally generated assels, up to the decision lo generate the asset in a particular form, is
research expenditure and is not capitalised.

It has been determined that there is not an active market for any of the Council's intangible assets. Therefore, the
assets are recognised and carried at cost less accumulated amertisation and accumutated impairment losses.

Impairment of Non-current Assets
All non-current physical and intangible assets are assassed for indicators of impairment on an annual basis. Fer
the current year, no assets have been identified as impaired.

If an indicator of possible impairment exists, the Council determines the asset's recoverable amount, Any amount
by which the asset's carrying amount exceeds the recoverable amount would be recorded as an impairment |oss.
The asset's recoverable amount is determined as the higher of the asset's fair value less costs to sell and
depreciated replacement cost.

An impairment loss would be recognised immediately in the Income Statement, unless the asset is carried at a
revalued amount, When the asset is measured at a revalued amount, the impairment loss would be offset against
the asset revaiuation reserve of the relevant class to the extent available.

Where an impairment loss subsequently reverses, the carrying amount of the asset would be increased to the
revised estimate of its recoverable amount, but so that the increased carrying amount does nol exceed the
carrying amount that would have been determined had no impairment loss been recognised for the asset in prior
years. A reversal of an impairment ioss would be recognised as income, unless the asset is carried at a revalued
amount, in which case the reversal of the impairment loss is treated as a revaluation increase.

Page 10



MACKAY REGIONAL COUNCIL
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the period 15 March 2008 10 30 June 2009

1

{u}

)

(w)

Summary of Significant Accounting Policies {cont)

Leases
feases of plant and equipment under which the Councit assumes substantially ali the risks and benefits of
ownerships are classified as finance leases. Other leases are classified as operating leases.

{i) Finance Lease

Leases identified as being finance leases are capitalised: a lease assel and a liability equal to the present value of
the minimum lease payments are recorded at the inception of the lease. Contingent rentals are written off as an
expense in the accounting period they are incurred. Lease liabilities are reduced by repayment of principal. The
assel is amortised on a straight fine basis over the term of the lease or where it is likely the Council will oblain
ownership of the asset, the fife of the asset.

{ii} Operating Lease

Payments made under operating leases are expensed in equat instalments cver the accounting periods covered
by the lease term, except where an allernative basis is more representative of the pattern of benefits to be derived
from the leased propery.

Payables

Creditor amounts are recognised where goods or services have been performed or delivered. No payment is
required in order to recognise these amounts which are based on agreed purchaselcontract costs at their nominal
ameounts. Accounis owing are unsecured and generally settled in thirty (30) days.

Liabilities - Employee Benefits

Employee benefits are accrued for such ifems as wages and salaries, annual leave and long service leave in
respect of services provided by the employees up fo the reporting date. Liabilities for employee entifiements are
assessed at each reporting date. Where it is expected that the leave will be taken in the next twelve months the
liability is freated as a current liability. Ctherwise the liability is treated as non-current.

(i} Salaries and Wages

A tiability 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 fability is treated as a payable and not as
a provision.

{ify Annual Leave

A liability for annual ieave is recognised. The current pertion is based on current wage and salary levels and
includes related employee on-costs. The non current portion is based on projected future wage and salary levels
and related employee on-cosls discounted to present values. This fiability is treated as a payable and not as a
provision.

(i) Sick Leave
Sick {eave taken in the future wili be met by future entittements and hence no recognition of sick leave has been
made in these financial statements.

(iv) Superannuation

The superannuation expense for the reporting period is the amount of the contribution the local government
makes io the superannuation plan which provides benefits to its employees. Details of these arrangements are
set out in Note 33.

(v) Long Service Leave

A liability for long service feave is measured as the present value of the estimated future cash outflows to be
made in respect of services provided by employees up to the reporting date. The interest rates attaching as at the
reporiing date, to Commonwealth Governmant guaranteed securities are used to discount the estimated future
cash outflows to their present value. The value of the liability was calculated using current pay rates and
projected future increases in those rates and includes related employee on-costs. This lability is treated as a
payable and not a provision.

{vi) Time Owing in Lieu
A liability for time owing in fieu is recognised. The current portion is and based on current wage and salary levels
and includes reiated employee on-costs. This liability is treated as a payable and not as a provision.

{vii) Rostersd Days Off (RDQO)
A liability for RDO' is recognised. The current portion is and based on current wage and salary levels and
includes related employee on-costs. This liability is treated as a payable and not as a provision.
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MACKAY REGIONAL COUNCIL
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the period 15 March 2008 to 30 June 2009

1

{x)

(2)

Summary of Significant Accounting Policies (cont)

Borrowings

l.oans payable are measured at amorlised cost using the effective interest rate method.

The effective interest rate is the rate that exactly discounts estimated future cash payments or receipts through
the expected life of the financial instrument.

Borrowing costs, which includes interest calculated using the effective interest method and adminisiration fees,
are expensed in the period in which they arise. Costs that that are not settled in the peried in which they arise are
added to the carrying amount of the borrowing.

Borrowing costs are trealed as an expense, as assets constructed by the council are generally completed within
one year and therefore are not considered to be qualifying assets.

Gains and losses on the early redemption of borrowings are recorded in other revenue / expense.

Borrowings are classified as current liabilities unless the council has an unconditional right to defer settiement of
the liability for at least 12 months after the balance sheet date.

Restoration Provision

A provision is made for the cost of restoration of assets and other future restoration costs where it is probable the
Council will be liable, or required, to incur such a cost on the cessation of use of the facility. This liability is
provided in respect of Refuse dumps and Gravel Quarries.

The provision is measured at the expecled cost of the work required discounted to current day values using an
appropriate rate. The current QTC lending rate is considered an appropriate rate.

Refuse dumps and most Gravel Quarries are on State reserves which the council does not control. The cost of
the provisions for restoration of these is therefore be treated as an expense in the year the provision is first
recognised. Changes in the provision not arising from the passing of time are treated as an expense or income.

The other Gravel Quarry is land. The cost of the restoration provision is therefore to be added to the cost of the
land as an improvement and amortised cver the expected useful life of the pit. Changes in the provision not
arising from the passing of time are added to or deducted from the asset revaluation reserve for land. if there is no
available reserve increases in the provision are treated as an expense and recovered out of future 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 Reserve

Tne asset revaluation reserve comprises adjustments relating to changes in value of properly, plant and
equipment that do not result from the use of those assets. Net incremental changes in the carrying value of
classes of non-current assets since their initial recognition are accumulated in this reserve.

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 reserve in respect of that class. Any excess is treated as an expense.

When an asset is disposed of, the amount in the reserve in respect of that asset is retained in the reserve.
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MACKAY REGIONAL COUNCIL.
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the period 15 March 2008 to 30 June 2009

1 Summary of Significant Accounting Policies {cont)

(aa) Reserves
The following reserves are cash backed reserves and represent funds that are accumulated within the Councit to
meet anticipated future needs. in each case the amount refates to a perceived future requirement which is not
currently a liabifity.

(i} Constrained Works Reserve
This reserve represents amounts funds received from developers that are required to be spent on particuiar asset
acquisitions.

(i} Capital Improvements Reserve
This reserve represents funds held for upgrade of council assets.

(i) Carry Forward Works Reserve
This reserve represents programmed works carried forward into future financial years.

{iv} NCP Financial incentives Reserve
This reserve represents funds set aside to undertake works associated with improving competitivengss.

(v) Offstreet Parking Reserve
This reserve represenis amounts held to meet the needs of residents in respect of offstreet parking facilities.

(v} Pensloner Housing Reserve
This reserve represents unallocaled funds received from pensicner housing rentals, which are to be spent on
capital works relating to pensioner housing.

(vif) Cleansing Reserve
This reserve represents funds relating (o Refuse facilities.

(vili) Strategic Land Purchases Reserve
This reserve represents funds allocated for the purchase of strategic land.

{ix} Natural Environment Levy Reserve
This reserve represents unspent funds from the natural environmental levy.

(x) Water Reserve
This reserve represents funds held in respect of certain future water infrastructure requirements.

(xi} Sewerage Reserve
This reserve represents funds held in respect of certain future sewerage infrastructure requirements.

(xii) Constrained Recurrent Reserve
This reserve represents contributions received for capital works where the required works have not yet been
carried out.

{ab) Retained Surplus
This represents the amount of Council’s net funds not set aside in reserves to meet specific future needs. The
main part of this amount is not available for Council to spend as it has already been invested in assets used to
provide services.

{ac) National Competition Policy
The Council has reviewed its activities and has identified four activities that are business activities. Details of
these activities can be found in Note 37.

{ad) Rounding and Comparatives
Amounts included in the financial statements have been rounded to the nearest §1.

Comparitives have rot been provided as Mackay Regional Councii commenced operation on 18 March 2008 and
the financial statements cover the period 15 March 2008 to 30 June 2008.
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MACKAY REGIONAL COUNCIL
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the period 15 March 2008 to 30 June 2009

1

Summary of Significant Accounting Policies (cont)

{ae) Financial Risk Management

—

The Council minimises its exposure to financial risk in the following ways:

Investments in financial assets are only made where those assets are with a bank or other financial institution in
Australia and are for a period of {ess than one year. The Council does not invest in derivatives or other risky
investments,

When the Council borrows, it borrows from the Queensland Treasury Corporation unless another financial
institution can offer a more beneficial rate, taking inte account any risk.

Details of financial instruments and the associated risks are shown at Note 35.

Trust Funds Held for Outside Parties
Funds held for a third party where Council does not have control over these funds are shown as a note to the
accounts and do not form part of the financiai reports.

Trust funds are held in a separate bank account and separate accounting recerds are kept. They are broadly split
as foliows:-

{iy Eunds held to Meet Council Objectives
These items have been brought to account as revenue and represent amounts paid in for the benefit of the public
generally and are not specifically for the contributor of these funds.

(i} Funds heid for Quiside Parties

Council performs a custodian role in respect of these monies which cannot be used for Council works. These
funds are nof brought to account in the Financial Statements but are disclosed in the notes for information
purposeas only.

(ag) Taxation

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

Mackay Water is a controlled entity of the Council which pays an income tax equivalent to the Council in
accordance with the requirements of the Local Government Act 1993,

Where an activity of a conirolied entity of the Council is subject to the National Tax Equivalenis Regime, the
income fax expense is calculated on the operating surplus adjusted for permanent differences between taxable
and accounting income. These transactions are eliminated upon consolidation.

The Councit pays Payroll Tax to the Queensland Government on cerlain activities.
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MACKAY REGIONAL COUNCIL

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the period 15 March 2008 to 30 June 2009

2 Analysis of resuits by function

{a} Revenue and expenses, excluding the "Gain on restructure of Local Government”, and assets have been
attributed to the following functions:

Revenue Total Total Net Regult Assets
Revenue | Expenses | for Period
Functions Grants Other
2009 2009 2009 2009 2009 2009
$ $ $ $ $ $
Corporate Services 8,298,021 70,918,475| 79,217,498 37,882,688 41,334,811 500,715,858
Development Services 542,731 9,615,138| 10,157,869 15,930,815 (5,772,946) 9,819,555
Community Services 32,362,750 4,296,541 36,659,201 18,876,933F 17,782,358 37,943 875
Engineering Services 41,478,599 12,575,436 54,054,035] 72,515,2871 (18,461,252} 1,151,261,273
Water & Waste Services 28,822,546 81,380,468 110,212,014| 89,722,753 20,489,261| 734,339,494
TOTAL 111,505,647 178,795,058] 290,300,705 234,928,473| 55,372,232 2,434,079,855

(b} Component Programs/Functions

The activities relating to the Council's components reported on in Note 2 (a) are as follows:

Corporate Services

Comprises Office of the CEQ, Customer Service, Internal Audit, Human Resources, Financial Services, Administration,
Information Sevices, Governance, Asset Management, Corporate Communications, and Plant & Procurement.

Development Services

Comprises Strategic Planning, Development Assessment, Health and Regulatery Services and Economic Development.

Community Services

Gomprises Community Development & Libraries, Mackay Convention Precinct & Events, Property Services, Recreation Services.

Engineering Services

Comprises Technical Services, Construction, Maintenance and Parks & Environment.

Water & Waste Services

Comprises Water, Waste Water, and Waste Services.
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MACKAY REGIONAL COUNCIL
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the period 15 March 2008 1o 30 June 2009

15 March 08 to
Note 30 June 09
Actual
$
Notes on the Income Statement
3 Revenue Analysis
{a} Rates and charges
General rates 72,305,725
Special rates and charges 4,475,408
Water consumption & charges 32,182,679
Sewerage charges 24,218,871
Sewerage trade waste 1,145,702
Garbage charges 11,857,918
146,186,303
Less: Discounts - 10,176,489
Less: Pensioner remissions & other remissions - 1,349,349
Net rates and utility charges 134,660,465
(b} Fees and charges
Fees and Charges 18,578,930
{c) Rental income
Rental income 972,823
{d) Interest received
Interest received from investments §,642,000
Penalty interest from overdue rates and ulility charges 547,140
10,189,140
(e) Sales contracts and recoverable works
Sales contracts and recoverable works $,598,499
{fy Otherincome
Donation 217,019
Gravel royalties 74572
Mackay Entertainment Centre income 661,063
Leage fees 42,445
QOther income 2,706,804
Total other income 3,701,903
4 Grants, subsidies, contributions and donations
(a) Operational grants, contributions and donations are analysed as follows:
Donations 1,250
Contributions 156,832
Non-government grants and subsidies 8,500
Government subsidies & granis 17,499,726
General Purpose Grants 7,673,733
Total operational grants, subsidies and contributions 25,338,041
{b} Capital grants and contributions are analysed as follows:
(i) Monetary revenue constrained for capital purposes:
Government grants and subsidies 35,237,735
Non-Government grants and subsidies -
Contributions 17,694,999
Total constrained revenue 52,932,734
(i) Non-monetary revenue received is analysed as foliows:
Plant & Equipment 34,885
Read and Drainage Infrastructure 18,220,536
Water Infrastructure 3,826,994
Sewerage Infrastructure 11,152,457
Totat non-monetary revenue 33,234,872
Total capital grants, subsidies and contributions 86,167,606
§ Profit on the disposal of assets held for sale
Proceeds from the sale of land 113,298
Less: Book vatue of lang sold 20,000
Less: Costof Sale Expenditure -
93,298
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MACKAY REGIONAL COUNCIL
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the periog 15 March 2008 to 30 June 2009

7

8

9

10

1

12
®

(i

(i)

13

Notes on the Income Statement

Employee benefits
Total wages and salaries
Councillor's remuneration (representing salary and allowances)
Annual, sick and long service leave entitlements
Superannuation

Other employee related expenses

tess: Capitalised employee cosis

Materials and services
Materials and services

Finance costs
Finance costs charged by the Queensland Treasury Corporation
Quarry and Refuse Restoration
Total finance costs

Depreciation and amortisation

Depreciation and amortisation was charged in respect of:
tand
Buildings
Piant and equipment
Roads, Bridges & Drainage Network
Water
Sewerage
Other Assets

Total depreciation expense

Adjustment for unfunded depreciation:
Totail funded depreciation

Other expenses
Audit services
Bank charges
Bad and doubtful debts
Elections
Councillor's conferences, deputations and other expenses
Precepts & Contributions (FRIT}
Donaticns, grants and subsidies
Legal fees
Insurance
Total operating expenses

Gain/(loss) on the disposal of non-current assets
Proceeds from the sale of property, plant & equipment

Less: Book value of property, plant & equipment sold

Proceeds from the sale of land

Less: Book value of land sold

Proceeds from disposal of infrastructure assets

Less: Book value of infrastructure assets disposed

Total gain/(loss) on the disposal of non-current assets

Revaluation decrement
Revaluation decrement on other infrastructure assets
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15 March 08 to
Note 30 June 09
Actual
$

54,413,655
1,376,871
11,361,629
6,192,018
73,344,173

245,077

73,589,250

- 5,761,340
67,827,910

85,521,964

8,284,722
200,935
8,485,657

1,270
2,545 576

6,732,026

26,783,756

8,684,272

6,518,185

945,965

20 (a) 50,211,950

- 5,886,914

44,325,036

192,455
530,707
25,183
305,368
166,804
694,571
1,229,778
1,603,219
1,532,955

6,371,040

2,753,507

3,576,669

(823,162}

2,494,618

2,463,540

31,678

13,771,138

(13,771,139

(14.563,223)

1,548,729

1,546,729




MACKAY REGIONAL COUNCIL
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the pericd 15 March 2008 to 30 Jupe 2009

15 March 08 to
Note 30 June 09
Actual
$
Notes on the Balance Sheet
14 Cash and cash equivalents
Cash at bank and on hand 6,283,279
Short term meney market instruments 90,601,954
96,885,233
Recongiliation to the Cash Flow Statement
Cash at the end of the period as shown in the Cash Flow Statement is
reconciled 1o the Balance Sheet as foliows:
Balances as above 96,885,233
Balance per Cash Flow Statement $6,885,233
Assets subject to a restriction
Externaily imposed expenditure restrictions at the reporting date
relate {o the foliowing cash assets:
Unspent government grants and subsidies 8,854,650
Unspent loan monies 5,300,031
Total unspent restricted cash for specific projects 14,163,681
15 Trade and other receivables
Current
Rates and utility charges * 7,451,828
Interest receivable - rafes * 593,541
Interest receivable - investments 2
Government grants and subsidies receivable 3,280
Loans and advances 1o community organisations™~ 11,600
Other debtors ** 12,070,153
20,130,402
Non-Current
Loans and advances {¢ community organisations™™” 5,000
Total Receivables 20,135,402
* Receivables - Rate Arrears
The above values represent ouistanding rate payments and interest charged on these outstanding amounts. Rate
arrears are not considered a large credit risk as Mackay Regional Council has the right to sell the property on which
rate levies are owed to recover these outstanding amounts, in accordance with the provisions of the Local
Government Act 1993,
Fixed annual effective interest rates are charged on the value of outstanding rates. 11%
** Other Debtors 12,070,153
These amounts are owed to Councii as a result of works performed for property owners, contractors and the normal
trading activities of Council operations. They are recognised upoen delivery of goods or provision of services to
custorners. The value recorded for private works is actual cost plus additional amounts to cover overheads.
No interest is charged on outstanding amounts and no provision is made for bad debts.
Other Debtors includes private works carried out by Council, emergency call-oul work performed after hours, rentals
and once off projects.
Largest 10 Debtor amounts 10,776,399
Percentage of Total Receivables 54%
Largest Debtor 3,814,662
Percentage of Total Receivables 19%
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MACKAY REGIONAL COUNCIL
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the period 15 March 2008 to 30 June 2009

Note

15 Trade and other receivables (cont)

*** Loans and advances to community organisations.

Kockaburra Child Care Centre

The original loar of $140,000 was made in 1994 on interest free terms to be paid over 10 years with equal quarterly
instalments of $3,500. During the 1997/98 financial year the repayment terms were varied with the quarterly
repayments reduced to $2,000. As a result the debt will now be extinguished in March 2011.

Pioneer Swimming Club

Mackay Regional Councii advanced the club $13,500 in 2000 to assist with the completion of a new clubhouse at the
Pioneer Swim Centre on interest free tlerms. The agreement provides for payment of $1,100 per annum for the first
five years with payment of $1,600 per annum for the next five years with the final payment te be made by 1 March
2010.

Eungella CDA

The original loan of $20,000 was made in 2000 on interest free terms to be paid over 10 years with annual
instalments of $2,000. The debt will be extinguished in March 2010.

16 Tax Assets
Current
38T recoverable
Less GST payable

17 Inventories
Current
Inventories for distribution:
Stores and raw materiais
Stockpile inventory
Valued at the lower of cost and current replacement cost.

QOther inventories:
Treated water
MEC, Pools, Sugarshed & Artspace inventory
Valued at the lower of cost and net realisable value.

Total Inventories

18 Other
Current
Prepaymenis

19 Non.current assets classified as held for sale

internal transfer from land and improvements

The following land is being held for sale as at 30th June 2009, Settlement of these disposals would be expecied fo
oceur within the next year.

- Caneland Lend/Lease
- ShinnfHamilton Streets
- Ex Pioneer Shire Council Building and Surrounds

The land would be valued at the lower of cost and selling price fess cost 1o sell.
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16 March 08 to
30 June 09
Actual
$

13,000

1,800

2,000

4,241,112

(315,364)
3,925 748

27¢,568
1,734,464
2,005,032

200,643
121,467
322,110

2,327,142

1,497,780
1,497,780

9,882,994
9,882,694
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MACKAY REGIONAL COUNCIL
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
Feor the period 15 March 2008 to 30 June 2009

15 March 08 to

30 June 09
Actual
$
20 {b) Property, Piant and Equipment (cont)
Property, Piant and Equipment vaiuations were determined by reference to the following:-
Land
Assets on hand at 15 March 2008 are included at their current market value at 30 June 2009 as determined by Australian Pacific
Valuers, Additionai assels acquried from 15 March 2008 to 30 June 2006 have been recognised at their cost, which has been
determined to approximate their fair value
Land under infrastructure and reserve land does nol have a value for the purpose of Mackay Regional Councif's
financtal statements.
Buildings
Assets on hand at 15 March 2008 are included at their written down current replacement cost at 30 June 2009 as determined by
Auslratian Pacific Valuers. Additional assets acguried from 15 March 2008 to 30 June 2009 have been recognised at their cost,
which has been determined 1o approximate their fair value
Pant & Equipment
Plant & Equipment is measured at deemed cost less accumulated depreciation
SHe Improvements
Asgsets on hand at 15 March 2008 are included &l their written down current replacement cost al 30 June 2009 as determined by
Australian Pacific Valuers. Additional assets acquried from 15 March 2008 to 30 June 2009 have been recognised at their cost,
which has been determined to approximate their fair value
Hertigate & Cuitural Assets
Artworks (Paintings)-
Agsets on hand al 15 March 2008 are included at their current market vatue at 30 June 2009 as delermined by Grahame Galleries
+ Editions. Additional assets acquried from 15 March 2008 to 30 June 2009 have been recognised at their cost, which has been
determined to approximate their fair value
Art Other (Sculptures, Street Art)-
Assets on band at 15 March 2008 are included at their current market value at 30 June 2009 as determined by Bettina MacAulay.
Additional assets acquried from 15 March 2008 to 30 June 200% have been recognised at their cost, which has been delerminexi
to approximate their fair valug
Infrastructure
Road, Bridges and Drainage Infrastructure -
Assets on hand at 16 March 2008 are inciuded at their written down current replacement cost at 30 June 2009 as determined by
Australian Pacific Valuers. Additional assets acquried from 15 March 2008 to 30 June 2009 have been recognised at their cost,
which has been determined to approximate their fair value
Water and Sewerage {nfrastructure -
Assels on hand at 15 March 2008 are included at their written down current replacement cost at 30 June 2008 as determined by
Cardno (QId) Py Lid. Additional assets acquried from 15 March 2008 te 30 June 2009 have been recognised at their cost, which
has been determined (o approximate their fair value
Waste Infrastructure-
Assels on hand at 15 March 2008 are included at their written down current replacement cost at 30 June 2009 as determined by
Australian Pacitic Valuers. Additional assets acquried from 15 March 2008 te 30 June 2009 have been recognised at their cost,
which has been determined to approximate their fair value
21 Capital work in progress (at cost) 115,645,682
22 intanglole assets
Software 3,478,714
Accumuilated depreciation {1.820.490}
Net carrying value at the period end 1,658,224

The software has a finite life estiimated at 5 years.
Straight line depreciation has been used with no residual value.
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MACKAY REGIONAL COQUNCIL
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the peried 15 March 2008 to 3¢ June 2008

23

24

25

26

Trade and other payables
Current
Creditors and accruals
Annual leave
Long service leave
Time owing in lieu
Rostered day off

Non-Current
Annual leave
Long service leave

Total payables
Employee henefit entittements are calculated at current pay leveis as adjusted for inflation and likely future changes in salary level.

These entitiements are then adjusted for the probability of the employee remaining in the Council's employment or other associated
employment which would result in the Council being required to meet the liability. Adjustments are then made to aliow for the
proportion of the benefit earned to date, and the result is discounted to present value.

Borrowings
Current
Loans

Non-Current
Loans

Total interest hearing Habiiitles

Loans
Queensfand Treasury Corporation
Opening baiance transferred from Mackay City and Mirani and Sarina Shire Councils as part of government resiructure
Loans raised
Principal repayments
Interest accrued
Book value at pericd end

Classitied as:
Current
Non-current

The joan market value at 30 June 2009 is $115,098,848. This represents the value of the debt if the Council repaid it at that date. As it
is the intention of the Council to hold the debt for its term, no provision is requirad to be made in these accounts.

Provisions

Current
Refuse restoration
Sewerage treatment plant restoration
Quarry restoration

Non-Current
Refuse restoration

Sewerage lrealment plant restoration
Guarry restoration

Total provisions
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16 March 08 to
30 June 0%
Actual
3

18,149,495
3,667,400
618,874
164,548
386,248
22,886,566

1,840,128
4,679,128
6,668,254

29,555,820

7,023,703
7,023,703

106,438,307

106,438,307
113,462,010

90,182,937
34,315,888
(11.044,146)
7331

113,462,010

7,023,703
106,438,307

113,462,010

oloo o

18,931,611
0
38,307

18,970,918

18,870,918



MACKAY REGIONAL COUNCIL
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the period 15 March 2008 to 30 June 2009

2§

27

15 March 08 o

38 June 08
Actual
$
Provisions (cont|)
Details of movements in provisions:
(a) Refuse restoration
Opening balance transferred from Mackay City and Mirani and Sarina Shire Counclls as pan of government restructure 4,826,747
tncrease/(decrease) in provision 14,105,864
Balance at the end of the period 18,931,611
This is the present vaiue of the estimated cost of restoring the Refuse disposal sites to a useable state at the end of their useful lites.
‘The projecled cosl is $22,585,084 and this cost is expected to be incurrred between 2010 to 2020 after ¢losing the sites and allowing a
pericd for seltlement,
(k) Mt Bassett Waste Water Treatment Plant
Opening batance transferred from Mackay City and Mirani and Sarina Shire Councils as part of government restructure 951,516
Increasef{decrease) in provision due to incurring restoralion costs (951,518)
Balance at the end of the period 0
This is the present value of the estimated cost of restoring the Treatment Plant disposal sites to a useable state at the end of its useful
life. The projected cost is $1,027,000 and this cost is expected to be incurrred between 2008 to 2009 after ¢losing the sites in 2009 and
allowing a period for settlement.
{c) Quarry restoraticn
Qpening balance transferred from Mackay City and Mirani and Sarina Shire Councils as pari of government restructure 37,082
Increasef(decrease) in provision due 10 change in discount rate and amount being discounted 2,225
Batance at the end of the period 39,207
This is the present value of the estimate cost of restoring the Quarry sites to a useable state at the end of their useful life. The projected
cost is $170,561 and is expected 1o be incurred in 2029 and 2044,
Other liakilities
Current
Unearned revenue 3,152,573
3,152,673
Non-Current
[i]
Total Qther Liabilitles 3,152,573
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MACKAY REGIONAL GOUNCE.

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

For the period 15 March 2008 te 30 June 2009

28 Asset revaluation reserve

(a) Movements In the asset revatuation reserve were as fellows:

(b

29

{a

{®

Balance at beginning of period

Net adjustrment to non-current assets at end of the period to reflect a change in current fair value:

tand
Buitdings
Site Improvements
Herilage & Cullural Assels
Road, Bridges & Drainage Network
Water
Sewerage
Waste Infrastructure
Change in value of future rehabilitation cost:
Land and improvements
Sewerage

Balance at end of pericd

Asset revaluation reserve analysis

The closing balance of the asset revaluation reserve is comprised of the following assel categories:

Land & Improvements

Buiidings

Site Improvements

Heritage & Cultural Assets

Piant & Eguipment

Roads, Bridges and drainage network
Water

Sewerage

Wasle Infrastructure

Other reserves

Reserves held for future capital expenditure:
Conslrained Works Reserve
Capital Improvements Reserve
Carry Forward Works Reserve
NCP Financial Incentives Reserve
Offstreet Parking Reserve
Pensioner Housing Reserve
Cleansing Reserve

Strategic Land Purchases Reserve
Natural Environment Levy Reserve
Water Reserve

Sewerage Reserve

Reserves helfd for future recurrent expenditure:

Constrained Recurrent Reserve

Total Reserves
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45 March 08 to
30 June 09
Actual
$

¢

140,593,109
20,449,185
3,049,118
66,548
549,134,907
122,554,143
124,180,812
51,758

13,807,306
324,350

982662537

154,500,415
29,449,186
3,049,118
65,548

54%,134,907
122,654.143
123,856,462

51,758

_emeessaT

11,305,740
19,120,563
18,507,288
7,873
434,540
121,411
2,088,893
o]
1,906,346
22,147,692
10,633,324
87,273,670

1,363,152
1,363,152

58,636,823



MACKAY REGIONAL COUNCIL
MNOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the pericd 15 March 2008 to 30 June 2008

45 March 08 to

30 June 09
Aciual
$
{c} Movements in Reserves are analysed as follows:
(i} Constrained Works Reserve
Balance at beginning of periog 0
Transfers from the retained surplus grants and subsidies received in the period, constrained for capital purpeses 25,356,977
Transfer from capital account for future expenditure 8,769,430
Transfers to capital account amount expended in the period (23,694,292)
Transfer to retained surplus operating amount expended in the period 873,625
Balance at the reporting date 11,305,740
Represented by

Sarina Parks 33,643
Queens Park Development 2,683
illuka Park Recreational Play Facilities 318,280
Field of Dreams Shade Cover 4,729
West Street Park Shade Cover 19,388
Brownsey Court Park Picnic Setfing 763
Bread Street Rotunda Refurbishment 7.325
Botanic Gardens - Plant Purchases 29,604
Botanic Gardens - Bitumen Path Repairs 40,134
QT Bus Sheller Capital 6,381
interest 60,681
Library Books 53,178
RLCIRP Funds g01,11¢
Sarina Coastal Sustainable Lands 48,686
Conners Road Upgrade 1,175,482
Sarina Primary School Set Down 13,022
Sarina Beach Boatramp Upgrade 74,957
Sarina Kindergarten Car Park 64,499
Kennys Road - Railway Crossing F 4,797
Devereux Creek Road 367,259
Frestwater Point Dual Boat Ramp 210,589
Roads - Flood Damage 160,713
Mirani Treatment Plant Access Ro 66,820
Biue River Trail Hespital Bridge 1,454,525
Shoal Point Road Construction 816,974
City Centre Works 78,040
Mackay Convention Precinct 702,356
Biue Water Quay 535,864
Q150 Project - Arlistic Infrastr 989,823
Greenmount Homestead Capital Exp 2,000
Arispace - Air Conditioner Upgra 14,000
Agualic Facilities - Lagoon Asso 1,447,648
Interest - Convention Centre 1,563,212
Environmental Pretected Grant Area 26,002
Counter Disaster 11,877
11,306,740
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MACKAY REGIONAL COUNGIL
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the period 15 March 2008 o 30 June 2009

{ii) Capital Improvements Reserve
Balance at beginning of peried
Reserves Appropriation
Transfer contributions received in the period
Transfer from retained surplus amount for future expenditure
Transter from reserve to another reserve
Transter from capital account for future expendilure
Transfers to capital account amount expendéd in the period
Transfer to retained surpius operating amount expended in the period
Capital Reserve Contributions

Balance at the reporling date

(i#) Carry Forward Works Reserve
Balance at heginning of period
Transfer from retained surplus amount for future expenditure
Transfer from capital account for fulure expenditure
Transfer to capital amount expended in the period
Transfer to retained surplus operating amount expended in the period
Transfer from reserve to another reserve
Balance al the reporling date

{iv) NCP Financial Incentives Reserve
Balance at beginning of period
Transfer from retained surplus amount for future expenditure
Transfers 10 capitat account amount expended in the period
Transfer o retained surplus amount expended in the period
Balance at the reporting date

(v) Offstreet Parking Reserve
Balance at beginning of period
Transfer from retained surplus amount for future expenditure
Transfer from reserve (o another reserve
Transter to retained surpius amourt expended in the period
Capital Reserve Contributions
Balance at the reporting date

{vi} Pensioner Housing Reserve

Balance at heginning of pericd

Transfer from retained surplus amount for future expenditure
Transfer from reserve o another reserve

Transfers to capital account amount expended in the period
Transfers to capital account amount expended in the period
Capital Reserve Contributions

Balance at the reporting date

{vil) Cleansiny Reserve
Balance al beginning of period
Transfer from retained surplus amount for future expenditure
Transfer from capital account for fulure expenditure
Transfers {0 capitai account amouni expended in the period

Balance at the reporting date

(viii} Strategic Land Purchases Reserve
Batance at beginning of period
Transfer from retained surplus amount for future expenditure
Transfers to capital account amount expended in the period
Transfers belween Reserve to Capital Improvements Reserve
Balance at the reporting date

(ix} Natural Environment Levy Reserve
Batance at beginning of pericd
Transfer from retained surpius amount for future expenditure
Transfer from reserve to ancther reserve
Transfers to capital account amount expended in the period
Transfer to retaingd surplus operaling amount expended in the period
Balance at the reporling date

(x} Water Reserve
Balance at beginning of period
Transfer contributions received in the period
Transfer from retained surplus amount for future expenditure
Transfer from capital account for future expenditure
Transfers {o capital account amount expended in the period
Transter to retained surplus operating amount expended in the period
Transter from reserve to another reserve
Balance at the reporiing date
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15 March 08 fo
30 June 08
Actual
$

0
0

1,975,961
39,246,125
(656,002)
260,000
{8,705,619)
(15,069,379)
2,069,478
19,120,563

0
49,792,003
23,794,529

(50.422,800)
(1,834,024)

(1.822,320}
19,507,288

7873

7,673

308,814

(7.274)
132,000
434,540

c
144,737

(=]

(23,326)
0
0

12141

0
2,740,876
4y

(693,549)
41,588
7,088,895

(vl {=ol oo

<

2,421,001

=]

(133,885)
380,770
1,806,345

%

0
3,029,371
21,491,314
2,000,000
(4,315,448)
(858,197)
800,650
22.147.662



MACKAY REG!IONAL CQUNCIL
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the period 15 March 2008 to 30 June 2009

(xi} Sewerage Reserve

Balance at beginning of period
Transfer contributions received in the period
Transter from retained surpius amount for future expenditure
Transter from capital account for future expenditure
Transter to capital amount expended in the period
Transier to retained surplus operating amount expended in lhe period
Transfer from reserve to another reserve
Balance at the reporting date

{b){i) Consfrained Recurrent Reserve

30
0]

(i)

(iit

Balance at beginning of period
Transfer from retained surplus amount for future expenditure
Transfer from capital account for future expenditure
Transfers to capilal account amount expended in the period
Transfer to retained surplus operating amount expended in the petiod
Transfer from reserve 10 anolher reserve

Balance at the reporiing date

Commitments
Finance leases

As at 30 June 2009, there were no finance leases recognised as a liability by Mackay Regional Council.

Contracluali commitments

Contraclual commitments not recognised in the accounts, as at 30 June 2609 are:

Disposal of garbage and solid waste

These expenditures are payable
No iater than 1 year
Later than 1 year but not later than 2 years
Later than 2 years but not ater than 5 years
Laler than 5 years

Total contractual commilments

Capital commitments

Capital contractual commitments at the reporting date but not recognised in the balance sheet:

Buildings

Sewerage infrastructure

Water infrastructure

Road infrastruclure

Other assets

Tolal capital contracts - payable within 12 months
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45 March 08 to
30 June ¢9
Actual
$

o
2,004,044
21,546,787
0
(5,752,127
(7.927.861)
762,481
10,535,305

0
2,257,384
o

o
(894,232}

0
1,363,152

53,833,505

10,761,433
8,880,375
28,678,538
4,532,159

53,933,505

271,774
1,842,218
138,064
2,472,050
88,364
5513470



MACKAY REGIONAL COUNCIL
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the period 15 March 2008 to 30 June 2009

31 Contingent lizbilitles
(&) Various liability claims are pending against the Council. Councit's public liability insures advise that the potentiat loss on all claims at
30 Jung 2009 should not exceed:

Local Govermnent Workcare

(b} Mackay Regional Council is a member of the Local Government Self-Insurance Scheme, Local Government Workcare., As & member
of the scheme, the Gouncil has provided a Bank Guarantee in the amount of $1,623,084 to cover any bad debls which may remain
should the self insurance iicence be cancelied or sufficient funds are not available to cover outstanding liabilities. Workecare
Queensland is the only organisation which can cali on the guarantee should the above circumstances arise.

Local Government Mutual Liability Self Insurance Pool

(¢} Mackay Regional Council is a member of the Local Government Mutual Liability Self insurance Pool, LGM Queensland. The Trust
Deed and Scheme Rules of the Pool provide that any accumulated deficit will be met by ingividual Poal Members in the same
proportion o the contribution of all other Paol Members as the initial contribution by the Pooi Members te all other Pool Members for
that Fund year. As al 30 June 2008, the Fund reported a surplus of funds of $16,053,438. It is anticipated that a furlher increaseg
accumulated surplus will be reported for the period ending 30 June 2009. As at 30 June 2008, Council's share ¢f the surplus cannot be
reliably estimated.

32 Events after balance date
There were no material adjusting events after the balance date.

33 Superannuation
The Mackay Regional Councit contributes to the Local Government Sugerannuation Scheme {Qid} (the scheme). The scheme is a Multi-
employer Plan as defined in the Austratian Accounting Standard AASB119 Employee Bengifls. The scheme has two elements referred
to as the Defined Benefits Fund (OBF) and the Accumulation Benefils Fund (ABF),

The ABF is a defined contribution scheme as defined in AASB118. Council has no liability to or interest in the ABF other than the
payment of the statutory conlributions as required by the Local Government Act.

The DBF is a defined benefit plan as defined in AASB119. The Council is not able to account for the DBF as 2 defined benefit plan in
accordance with AASB119 because the scheme is unable to account to the Council for its proportionate share of the defined benefit
ohligation, plan assets and costs.

Under amendments o the Local Government Act 1993 passed in June 2009, the trustee of the scheme has the power to levy additional
contributions on councils which have employees in the DBF when the actuary advises such additional contributions are payable -
normally when the assets of the DBF are insufficient to meet members’ benefits. Clause 56{e) of the scheme's Trust Deed indicates
that any increase in the contributions is limited te 6% of the relevant employee's salary,

in this jetter to Council dated 5 June 2008 the trustee advised that "At this stage, there is no requirement for Councils to contribute any
additional contributions.” The leter further states that "any additional contributions above 12% (standard rate of contribution) that may
e required would be on a temporary basis only, and would be requested based on independent actuarial advice. When possible, the
contribution rate would reduce at a later date to offset additional costs - for example, councils may be asked 1o pay 18% contributions
instead of 12% for a period, the contributions may reduce to 6% for a compensatory period before relurning 1o the regular 12%
condribution rate”.

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

The audited general purpose financial report of the scheme as at 30 June 2008 {the most recent available) which was not subject lo any
audit qualifications, indicates that the assets of the scheme are sufficient 16 meet the vested benefits.

The general purpose financial report discloses that the most recent acluarial assessment of the scheme was undertaken as at 1 July
2006. The actuary indicated that withoul improvements to benefit conditions, or cther unanticipated events, current contribution rates
would be sufficient to meet members bengfits as they accrue. The next acluarial investigation will be made as at 1 July 2008,

The amount of superannuation contributions paid by Mackay Regional Council 1o the Superannuation Fund in this period for the benefit
of employess was:

Tne Queensland Local Government Superannuation Board, the frustee of the Scheme, has advised thatl the Local Government
Superannuation Scheme is a reguiated superannuation fund under the provisions of Commonwealth Superannuation industry
Supervision Legisiation.

34 Trust funds
Security deposits
Mackay Artspace gitt fund

The Mackay Arispace Gift Fund is a separale bank account designed for Artspace Mackay to hoid a Deductible Gift Recipient {DGR)
status. This enables donors to receive tax benefils from donating artworks or funds through the Cultural Gifts Program.
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15 March 08 to
30 June 09
Actual

§

1,829,455
1,829,455

4,974.07%

5,670,138
2,154
5,672,292



MACKAY REGIONAL COUNCIL
MOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the period 15 March 2008 to 30 June 2009

35 Financialinstruments

(a) Credit risk exposures
The credit risk on financiat assets of the Council which have been recognised in the Balance Sheet, is generally the carrying amount, net of provision for
doubtful debts. The Council has no major concentration of credit risk to any single deblor or group of debtors,

(b} Interest rate risk

The Council's exposure to interest rate risk, which is the risk that the value of a financial instrument will fluctuate as a result of changes in market rales
and the weighted average interest rate by malurity periods is set out in the table below. For interest rates applicabie to each class of asset or Habitity
refer to individual notes to the financial statements.

{c}  Sensitivity

If market interest rates increased or decreased by 1% the net result attributabie to the councit in respect of cash assets and cash equivalents wouid pe
increased or decreased by $906,019. Because of the structure of the QTC fong term debt pool the impact of a change in market inferest rates on the
net result would not be material.

Floating interest rate Fixed interest rate Non interest bearing Total
Financlai instruments Note 30/06/2009 30/06/2009 30/06/2009 30/06/2009
$ $ $ $

Financial assets
Cash assets 14 90,601,954 6,263,154 20,125 96,885,233
Receivables 15 7,451,828 12,683,574 20,135,402
Tax assels 16 3,925,748 3,925,748

90,601,954 13,714,882 16,629,447 120,946,383
Weighted average interest rate 4.66% 6.48%
Financial Llabllities
Payables 23 18,145,495 18,149,485
Loans - QTCY 25 113,462,010 113,462,010

9] 113,462,010 18,149,485 131,611,505

Weighted average interest rate £.46%
Net financial assets 90,601,954 (99.747,028) (1.520,048) (10.665,122)

*QTC - denotes Queensiand Treasury Corporation

[d) Net fair value of financiat assets and liabllities

The net fair vaiue of cash, cash equivalents and non-interest bearing monetary financial assets and liabilities of the Councit, approximates their carrying
amounts.

The net fair value of other monetary financial assets and liabilities is based upon market prices where a market exists or by discounting the expected
future cash flows by the current interest rates for assets and liabilities with similar risk profiles.

The net fair value of non-traded equity investments is an assessment by the Council based on the underiying net assets, future maintainable earnings
any spacial circumstances pertaining to a particular investment.

36 Reconclliation of result from ordinary activities to net cash inflow/{outflow) from operating activities
' 15 March 08

30 June 09
Actual
§

Note

Net Result from ordinary actlvities 1,268,080,562

Result from ordinary activities
Nen-cash operating items:
Depreciation and amonisation 10
Non-cash donations subsidies and contributions 4 (b)(if)

50,211,950
(33,234,872)

Provision for doubtiul debts o
Accrued interest on Loans Payable 25 7,331
16,884,409
Investing and development activities:

Net (profit) loss on disposat of non current assets 14,563,223
14,563,223

Changes in operating assets and liabitities:
(Increase)decrease in receivables (9,975,567)
(increase)/decrease in tax assets (760,163)
(increaseldecrease in inventory assets (1,336,084}
{Increase)/decrease in olher operating assets 1,076,287
increasef{decrease) in payables 12,117,838
1,124,341

Net cash inflow from eperating activities 1,301,752,535

{.ess. Gain on restructure through amalgamation (1,213,708,330)

Net cash inflow from operating activities including amalgamation adjustment 88,044,205
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MACKAY REGIONAL COUNCIL
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the period 15 March 2008 o 30 June 2008

37 National competition policy
{a} Activities to which the code of competitive conduct applies

A "pbusiness activity” of a local government is divided into twe {2) categories:

Road business aclivity means:-
{h the construction or maintenance of State controlled roads for which the local government submits an offer 1o carry out work
in response to a tender invitation other than through a sole supplier arrangement; or

(i) submission of a competitive tender for construction or road maintenance on the local government's roads which the local
government has put out to tender, or calied for by other local government.

Business activity means:-
(i} trading in gocds and services to clients in competition with the private seclor, or

(i the submission of a compelitive lender in the local government's own tendering process in competition with others for the
provision of goods and services (o itself. Excluded aclivities are (a} library services, (b} an activity or part thereof
prescribed by legislation,

These business activilies are referred o as type 3 aclivities. The threshold for type 3 activities remains at $200.000 and is
based on expenditure including depreciation.

Local Governmen: may elect to apply a Code of Competitive Conduct {CCC) to their identified type 3(b) business aclivilies. This
requires the application of full cost pricing, identifying the cost of community service obiigations {CS0) and eliminating the
advantages and disadvantages of public ownership within that activity. The application of the CCC to the roads business activity
is compuisory.

* The CSO value is determineg by Council, and represents an activities cosi(s) which would not be incurred if the activities
primary objective was to make a profit. The councit provides funding from generaf revenue to the business activity to cover the
cost of providing non-commercial community services or costs deemed to be CS0O's by the Council.

The Council has rescived to commercialise the combined water and sewerage aclivities.

Mackay Water 15 March 08 -
30 June 09
Cperating revenue
Rates & utility charges ' 57,252,508
Less: discounts and remissions (3,202,868)
Fees & charges 995,806
Sales - contract & recoverable work 2,637,038
Operating Grants & Subsidies (128,188)
Interest on investments 3,391,316
Other revenue 137,583
Community services obligations 463,710
Internal transfer - income 326,157
61,873,062

l.ess: Operating expenses

Employee cost 11,835,218
Goods, services & other operational costs 15,234,106
Transfer from capital re: loss on sale on disposal of assets 1,143,166
Finance costs (incl interest expense) 4,460,070
Other expenses 427,837
Depreciation 13,218,766
Corporate overheads & competitive neutrality costs 2,712,685
Infernal transfer - expenses 2,206,060
51,035,908

Less: Transfers
Transfer from capital re loss on disposal of assets 1,143,168}
Inter-function dividends & return on capital 11,337,480
Transfers to and from reserves (636,588)
9,557,725
QOperating surplus (deficit) 1,279,429
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(b} Financial perfermance of activities subject to the National Competition Policy Reforms

The type 3 activities listed below are those to which the Council has resolved to apply the CCC.

Mackay Entertainment & Convention Cenltre
Swimming Pools

Complete Approval Service

15 March 08 to

15 March 08 to

15 March 08 to

30 June 09 30 June 09 30 June 09
Mackay
Enterfainment & Complete
Convention Aquatic Approval
Centre Facilities Service
$ $ $
Revenue for services provided to external clients 2,422 826 519,343 2,542,953
Revenue for services provided to internal clients 87,083 5,200 300,712
Community service obligations (Councif Operating Contrib) 738,200 1,044,535 0
3,248,199 1,565,078 2,843,665
Less: Expendilure 5,411,120 2,682,613 2,542,854
Surplusf{Deficiency) {2,162,921) (1,117,535) 300,811

The other business activities listed betow are those to which the Councit has resolved to apply the CCC.

15 March 08 to

15 March 08 to

15 March 08 to

30 June 09 30 June 02 36 June 09
Public
Cleansing Conveniences Cemeteries
$ $ $
Revenue for services provided to external clients 20,319,068 0 379,759
Revenue for services provided te internat clients 137,988 o} -
Community service obligations (Council Operating Contrib} 0 0 862,199
20,457,056 o] 1,241,958
Less: Expenditure 20,141,665 782,076 1,237,221
Surplus/{Deficiency) 316,391 (782,076) 4,737

45 March 08 to

15 March 08 to

15 March 08 to

30 June 09 30 June 09 30 June 09
Roads - (In¢luding i
Roads, Bridges & Main Roads Plant
Street Sweeping) Contract Operations
3 $ 8
Revenue for services provided to external clients 814,029 5,135,206 199,481
Revenue for services provided to internal clients 13,540 3,306 14,795,270
Community service obligations {(Council Cperating Contib) 0 0 0
827,569 5,138,792 14,994,751
l.ess: Expenditure 19,211,860 4,436,479 8,719,053
Surplus/{Deficiency) {18,384,291) 702,313 5,275,698

15 March 08 to

15 March 08 to

30 June 09 30 June 09
Workshop Development
Operations Agsessment
3
Revenue for services provided to external clients o 3,073,665
Revenue for services provided to internal clients 2,027,398 8,955
Community service obligations {Council Operating Contriv) 0 0
2,027,308 3,082,620
Less: Expenditure 2,507,002 2,690,040
Surplus/{Deficiency) (479,604) 392,580
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Details of community service obligations provided to business activities are:-
Activities
Type 1 and 2 activities:-
CS50 Description
Mackay Water
In terms of Financial Services Policy FINQ1 - ‘Community Services Cbligations' Council will provide a
CSO for Rebates to Community/Sporting Bodies & a revenue supplement to offset tax equivalents.

Mackay Entertainment & Convention Centre
In terms of Financial Services Policy FINO1 - ‘Communily Services Obligations, Council has
determined that this service shouid be provided to all users at an affordable price. This decision
recognises an active role undertaken by Council in encouraging the aristic and cultural development
of the region. All steps are taken to ensure that the business operations are underaken efficiently and
effectively in terms of National Competition Policy aims. As the community benefit is largely intangible,
Council will fund the residual cost of provision of the service with a C30.

Aquatic Facilities
In terms of Financial Services Policy FINO1 - ‘Community Services Obligations’ Council has
determined that this service should be provided to all users at an affordable price. This decision
recognises the community and heaith benefits of encouraging recreational pursuits. All sleps are
taken to ensure that the business operations are underiaken efficienily and effectively in terms of
National Competition Policy aims. As the community benefit is largely intangible, Council will fund the
residual cost of provision of the service with a C80.

Cemeteries

In terms of Financial Services Policy FINO1 - 'Community Services Obligations' Council has
determined that this service should be provided to all users at an affordable price. This decision
recognises an active role underfaken by Councils in the maintenance of Public Heallh standards
within our boundaries. Maintenance of the historical nature of public cemeteries is also funded within
the business operation. All steps are taken to ensure that the business operations are undertaken
efficiently and effectively in terms of National Compefition Policy aims. As the community benefit is
largety intangibie, Council will fund the residuat cost of provisicn of the service with a C50.

Total CSO's
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MACKAY REGIONAL COUNCIL

FINANCIAL STATEMENTS
For the period 15 March 2008 1030 June 2009

MANAGEMENT CERTIFICATE
Tor the period 15 March 2008 to 30 June 2009

This generat purpese financial report hias been prepared pursuant 16 Section 532 of the Local Government Act 1993,
Section 35 of the Local Governent Reform Implementation Regulation 2008, the Local Government
Finance Standard 2005 ( the Standard ) and other prescribed requirements.

In accordance with Section 48 of the Standard we certify that-

(i} the relevant recording and reporting procedures
lave been complied with in the preparation of the financial statements; and

(ii) the financial statements for the periad ended 30 Junc 2009 and supporting noles
present the Mackay Regional Cowneil's income, equity, balances and cash flows as requived by the

Local Government dct 1993,

— O o . S
Mayor Chief Excdhtive QOfficer
Maclkay Regionat Cglimeil Magkay Regienal Ceuncil

Date: ;1‘;:'L__I_DCJ




INDEPENDENT AUDITOR’S REPORT

To the Mayor of Mackay Regional Council
Matters Relating to the Electronic Presentation of the Audited Financial Report

The auditor’s report relates to the financial report of Mackay Regional Council for the
financial period ended 30 June 2009 included on Mackay Regional Council's website.
The Council is responsible for the integrity of the Mackay Regional Council's website.
| have not been engaged to report on the integrity of the Mackay Regional Council's
website. The auditor's report refers only to the statements named below. It does not
provide an opinion on any other information which may have been hyperlinked
to/from these statements. If users of the financial report are concerned with the
inherent risks arising from electronic data communications they are advised to refer
to the hard copy of the audited financial report, available from Mackay Regional
Council, to confirm the information included in the audited financial report presented
on this website.

These matters also relate to the presentation of the audited financial report in other
electronic media including CD Rom.

Report on the Financial Report

| have audited the accompanying financial report of Mackay Regional Council, which
comprises the balance sheet as at 30 June 2009, and the income statement,
statement of changes in equity and cash flow statement for the period ended on that
date, a summary of significant accounting policies, other explanatory notes 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 and fair presentation of the financial
report in accordance with the Local Government Act 1993, Local Government
Finance Standard 2005 and the Local Government Reform Implementation
Regulation 2008 including compliance with applicable Australian Accounting
Standards (including the Australian Accounting Interpretations). This responsibility
includes establishing and maintaining internal controls relevant to the preparation
and fair presentation of the financial report that is free from material misstatement,
whether due to fraud or error; selecting and applying appropriate accounting policies;
and making accounting estimates that are reasonable in the circumstances.

Auditor's Responsibility

My responsibility to express an opinion on the financial report based on the audit is
prescribed in the Auditor-General Act 2009. This Act, including transitional
provisions, came into operation on 1 July 2009 and replaces the previous
requirements contained in the Financial Administration and Audit Act 1977,

The audit was conducted in accordance with the Auditor-General of Queensland
Auditing Standards, which incorporate the Australian Auditing Standards. These
auditing standards require compliance with relevant ethical requirements relating to



audit engagements and that the audit is planned and performed to obtain reasonable
assurance whether the financial report is free of 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 risks of material misstatement in
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 and fair
presentation of the financial report 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 and the reasonableness of accounting
estimates made by the Council, as well as evaluating the overall presentation of the
financial report.

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

Auditor's Opinion

in accordance with $.40 of the Auditor-General Act 2009 —
(a) | have received all the information and explanations which | have required; and
(b) in my opinion -

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

(iv) the financial report has been drawn up so as to present a true and fair
view, in accordance with the prescribed accounting standards, of the
financial performance and cash flows of the Mackay Regional Council for
the financial period 15 March 2008 to 30 June 2009 and of the financial
position as at the end of that period.

NAk G

R J Forbes FCA
as Delegate of the Auditor-General of Queensiand

Dated this 2 November 2009
Brisbane



