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2018/19 Budget
Message from the Shire President

I’'m pleased to confirm that our results for the 2017/18 financial year
exceeded budget expectations. In 2018/19 the Shire will continue to work
towards greater financial sustainability, particularly regarding the
maintenance, renewal and replacement of the Shire’s assets. This not only
includes buildings, but also parks, roads, drainage and footpaths. The
Council wants to ensure that we continue to manage the Shire’s finances in a responsible and
strategic way to deliver valued services to our residents.

Total projected revenue for 2018/19 is $4,893,747 of which rates comprise $3,223,004 or 66%
of the Shire revenue. The next major source of income is $1,239,458 from the Towns of
Mosman Park and Cottesloe towards the operation of the Grove Library and Community
Centre, which are shared facilities. As the Shire has no other significant revenue streams and
receives minimal grant income from the Federal Government, our heavy reliance on rate
revenue will continue for the foreseeable future.

The Council is mindful of keeping rate increases to a minimum and was able to keep the
average rate rise for 2018/19 to 1.55%. This still allows for a continuation of the current
service levels, along with an increase in cash reserves of $177,000 and a capital works
programme totalling $513,500. Major works for 2018/19 include further roadworks to The
Esplanade, Hobbs Place traffic flow improvements, kerbing renewal and footpath renewal.

Please note the rate assessment notice includes the Emergency Services Levy which the Shire
collects on behalf of the State Government. The State Government has increased this charge
by 10% for 2018/19.

The budget makes provision for a number of community events. These will include the
community breakfast in November, Carols by Candlelight in December, Australia Day and
Community Awards presentations in January, as well as the extensive program of events and
activities held at The Grove Library and Community Centre. The Shire also provides funding
to SHINE Community Services, supports the Access & Inclusion Reference Group and is
working with our neighbouring local governments to foster seniors’ education programmes
based at The Grove.

The Shire has only one loan which was taken out in 2010, to part fund the construction of the
library, community centre and office complex. The projected balance at 30 June 2019 for this
loan will be $786,352. We do not propose to borrow any further funds during 2018/19.

The Shire’s reserve fund balances at 30 June 2019 are projected to be $1,389,386. Reserve
funds are created to ensure that future liabilities or costs are accrued on an annual basis in
line with our long-term financial plan. The Shire has eight reserve funds, with the largest ones
being the road reserve and the infrastructure/building reserve.

The budget will be on the Shire’s website, however, if you would like more information on
the budget, please do not hesitate to contact the Shire on 9286 8600.




With best wishes

Rachel Thomas
Shire President
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SHIRE OF PEPPERMINT GROVE

STATEMENT OF COMPREHENSIVE INCOME

BY NATURE OR TYPE
FOR THE YEAR ENDED 30 JUNE 2019
NOTE 201319 201718 2017/18
Budget Actual Budget
$ $ $
Revenue
Rates 8 3,223,004 3,165,048 3,149,311
Operating grants, subsidies and
contributions 15 1,284,373 1,413,024 1,386,076
Fees and charges 14 229,165 230,984 261,300
Interest earnings 2(a) 64,000 91,405 62,790
Other revenue 2(a) 12,338 46,353 5,500
4,812,880 4,946,904 4,864,977
Expenses
Employee costs (2,241,641) (2,200,437) (2,198,351)
Materials and contracts (1,853,519) (1,872,054) (1,816,643)
Utility charges (130,043) (129,779) (150,973)
Depreciation on non-current assets 2(a) {386,563) (392,000) (136,956)
Interest expenses 2{(a) (61,030) {63,145) {63,376)
Insurance expenses (94,256) (83,589) (112,930)
Other expenditure (77,250) (70,401) {64,250)
(4,844 302) (4,821,405) (4,543,479)
(31,422) 125,499 321,497
Non-operating grants, subsidies and
contributions 15 80,867 108,088 85,599
Profit on asset disposals 6 0 278 0
Loss on asset disposals 6 0 (2,300) 0
Loss on revaluation of non current assets 0 0 0
Net resuit 49,445 231,565 407,096
Other comprehensive income
Changes on revaluation of non-current assets 0 0 0
Total other comprehensive income 0 0 0
Total comprehensive income 49,445 231,565 407,096

This statement is to be read in conjunction with the accompanying notes.
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SHIRE OF PEPPERMINT GROVE

STATEMENT OF COMPREHENSIVE INCOME

BY PROGRAM
FOR THE YEAR ENDED 30 JUNE 2019
NOTE 2018/19 2017/18 201718
Budget Actual Budget
Revenue (refer notes 1,2,8,10 fo 15) $ $ $
Governance 16,088 51,477 5,000
General purpose funding 3,313,219 3,314,121 3,245,081
Law, order, public safety 12,000 9,324 15,000
Health 16,030 18,463 17,000
Community amenities 94,085 93,662 100,000
Recreation and culture 1,312,658 1,407,501 1,404,868
Transport 18,050 18,267 16,028
Economic services 30,750 21,287 62,000
Other property and services 0 12,802 0
4,812,880 4,946,904 4,864,977
Expenses excluding finance costs (refer notes 1, 2 & 16)
Governance (982,110) {1,111,657) (931,247)
General purpose funding (86,150) (81,318) {85,123)
Law, order, public safety (46,700) (39,693) {40,722)
Health (50,900) (63,495) (49,486)
Education and welfare {65,165) (55,801) (63,191)
Community amenities (688,786) {684,279) (685,414)
Recreation and culture {2,025,394) (1,844,850) {1,994,997)
Transport (742,067) (661,108) (528,546)
Economic services {96,000) (103,488) (101,378)
Other property and services 0 (12,570) 0
(4,783,272) (4,758,259) (4,480,104)
Finance costs (refer notes 2 & 7)
Recreation and culture (61,030) (63,146) (63,376)
(61,030) (63,146) {63,376)
(31,422) 125,499 321,497
Non-operating grants, subsidies and contributions 15 80,867 108,088 85,599
Profit on disposal of assets 5] 0 278 0
(Loss) on disposal of assets 6 0 {(2,300) 0
Loss on revaluation of non current assets 0 0 0
80,867 106,066 85,599
Net result 49,445 231,565 407,096
Other comprehensive income
Changes on revaluation of non-current assets 0 0 0
Total other comprehensive income 0 0 0
Total comprehensive income 49,445 231,565 407,096

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

Page 2



SHIRE OF PEPPERMINT GROVE
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 30 JUNE 2019

NOTE 2018/19 2017/18 2017118
Budget Actual Budget
$ $ $
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts
Rates 3,268,004 3,180,304 3,149,311
Operating grants, subsidies and
contributions 1,284,373 1,412,297 1,386,076
Fees and charges 231,165 230,984 261,300
Interest earnings 64,000 91,495 62,790
Goods and services tax 202,000 203,279 165,000
Other revenue 12,338 46,353 5,500
5,061,880 5,164,712 5,029,977
Payments
Employee costs {2,263,611) (2,195,652) (2,198,351)
Materials and contracts {1,873,989) (1,912,153) (1,859,243)
Utility charges {130,043) (129,779) (150,973)
Interest expenses {61,030) (63,145) (63,376)
Insurance expenses {94,256) {93,589) {112,930)
Goods and services tax (195,000) {196,795) {165,000)
Other expenditure (77,250) (69,400) (64,250)
(4,685,179) (4,660,513) (4,614,123)
Net cash provided by (used in)
operating activities 3(b) 376,701 504,199 415,854
CASH FLOWS FROM INVESTING ACTIVITIES
Payments for purchase of
property, plant & equipment 5 (164,500) (125,913) {43,500)
Payments for construction of
infrastructure 5 (349,000) (326,716) (414,688)
Non-operating grants,
subsidies and confributions
used for the development of assets 80,867 108,088 85,599
Proceeds from sale of
plant & equipment 6 130,000 90,132 0
Net cash provided by (used in)
investing activities {302,833) {254,409) (372,589)
CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of borrowings 7 (27,701) (25,884) (25,884)
Net cash provided by (used in)
financing activities (27,701) (25,884) (25,884)
Net increase (decrease) in cash held 46,367 223,906 17,381
Cash at beginning of year 1,539,702 1,315,796 1,243,788
Cash and cash equivalents
at the end of the year 3(a) 1,586,069 1,538,702 1,261,169

This statement is to be read in conjunction with the accompanying notes.
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SHIRE OF PEPPERMINT GROVE
RATE SETTING STATEMENT
FOR THE YEAR ENDED 30 JUNE 2019

NOTE

Net current assets at start of financial year - surplus/{deficit) 4

Revenue from operating activities (excluding rates)

Governance

General purpose funding
Law, order, public safety
Health

Community amenities
Recreation and culture
Transport

Economic services

Other property and services

Expenditure from operating activities
Governance

General purpose funding
Law, order, public safety
Health

Education and welfare
Community amenities
Recreation and culture
Transport

Economic services

Other property and services

Operating activities excluded from budget

{Profit) on asset disposals
Loss on disposal of assets
Depreciation on assets

6
6

2(a)

Amount attributable to operating activities

INVESTING ACTIVITIES

Non-operating grants, subsidies and contributions

Purchase land held for resale
Purchase property, plant and equipment

Purchase and construction of infrastructure

FProceeds from disposal of assets

-
CDU!UIUIU-,

Amount attributable to investing activities

FINANCING ACTIVITIES
Repayment of borrowings

Proceeds from new borrowings
Proceeds from seif supporting loans

Transfers to cash backed reserves (restricted assets)
Transfers from cash backed reserves (restricted assets)

~ ~

O

Amount attributable to financing activities

Budgeted deficiency before general rates
Estimated amount to be raised from general rates 8
Net current assets at end of financial year ~ surplus/{deficit) 4

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

2018M19 2017118 2017/18
Budget Actual Budget
$ $ $

234,565 355,987 261,470
234,565 355,987 261,470
16,088 51,477 5,000
90,215 148,073 95,770
12,000 9,324 15,000
16,030 18,463 17,000
94,085 93,662 100,000
1,312,658 1,407,501 1,404,868
18,050 18,267 16,028
30,750 21,287 62,000
0 13,080 0
1,589,876 1,782,134 1,715,666
(982,109) {1,112,837) {931,247)
(86,150) {81,318) (85,123)
(46,700) {39,693) (40,722)
(50,900) {63,495) (49,486)
(65,165) {55,801) (63,191)
(688,786) (684,279) {685,414)
(2,086,424) {2,007,996) (2,058,373}
{742,087) (661,108) {528,546)
(96,000) (103,488) (101,378)
0 {13,690) 0
(4,844,302) (4,823,705) (4,543,480)
0 (278) 0
0 2,300 0
386,563 392,000 136,956
(2,633,298) (2,291,561) {2,429,386)
80,867 108,088 85,509
0 0 0
(164,500) (124,812) {43,500)
(349,000) (326,7186) (414,688)
130,000 90,132 0
(302,633) (253,408) (372,589)
(27.,701) {25,884} {25,884)
0 (0) 0
0 0 0
(200,300) (433,035) {340,790)
22,920 73,405 51,560
(205,081) (385,514) (315,114)
{3,141,012) {2,930,483) (3,117,089)
3,223,004 3,165,048 3,149,310
81,992 234,565 32,221
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SHIRE OF PEPPERMINT GROVE
NOTES TO AND FORMING PART OF THE BUDGET
FCR THE YEAR ENDED 30 JUNE 2019

1. SIGNIFICANT ACCOUNTING POLICIES

(a) Basis of preparation
The budget has been prepared in accordance with applicable Australian Accounting Standards
(as they apply to local government and not-for-profit entities), Australian Accounting
Interpretations, other authorative pronouncements of the Australian Accounting Standards
Board, the Local Government Act 1995 and accompanying regulations. Material accounting
policies which have been adopted in the preparation of this budget are presented below and
have been consistently applied unless stated otherwise.

Except for cash flow and rate setting information, the budget has also been prepared on the
accrual basis and is based on historical costs, modified, where applicable, by the
measurement at fair value of selected non-current assets, financial assets and liabilities.

Critical accounting estimates

The preparation of a budget in conformity with Australian Accounting Standards requires

management to make judgements, estimates and assumptions that effect the application of policies and
reported amounts of assets and liabilities, income and expenses.

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

The [ocal government reporting entity
All funds through which the Shire of Peppermint Grove controls resources to carry on its functions
have been included in the financial statements forming part of this budget.

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

All monies held in the Trust Fund are excluded from the financial statements. A separate
statement of those monies appears at Note 17 to the budget.

(b) 2017118 actual balances
Balances shown in this budget as 2017/18 Actual are as forecast at the time of budget
preparation and are subject to final adjustments.

{c) Rounding off figures
All figures shown in this budget, other than a rate in the dollar, are rounded to the nearest dollar.

{d) Comparative figures

Where required, comparative figures have been adjusted to conform with changes in presentation
for the current budget vear.,

(e} Budget comparative figures

Unless otherwise stated, the budget comparative figures shown in the budget relate to
the original budget estimate for the relevant item of disclosure.
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SHIRE OF PEPPERMINT GROVE
NOTES TO AND FORMING PART OF THE BUDGET
FCR THE YEAR ENDED 30 JUNE 2019

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Forecast fair value adjustments

Ali fair value adjustments relating to remeasurement of financial assets at fair value through
profit or loss (if any) and changes on revaluation of non-current assets are impacted

upen by external forces and not able to be reliably estimated at the time of budget adoption.

Fair value adjustments relating to the re-measurement of financial assets at fair value through
profit or loss will be assessed at the time they occur with compensating budget amendments
made as necessary.

It is anticipated, in all instances, any changes upon revaluation of non-current assets will relate to
non-cash transactions and as such, have no impact on this budget document.

Rates, grants, donations and other confributions
Rates, grants, donations and other contributions are recognised as revenues when
the Shire of Peppermint Grove obtains control over the assets comprising the contributions.

Control over assets acquired from rates is obtained at the commencement of the rating period
or, where earlier, upon receipt of the rates.

Goods and services tax (GST)
Revenues, expenses and assets are recognised net of the amount of GST, except where the
amount of GST incurred is not recoverable from the Australian Taxation Office (ATO).

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

Cash fiows are presented on a gross basis. The GST components of cash flows arising from
investing or financing activities which are recoverable from, or payable to, the ATO are
presented as operating cash flows.

Superannuation

The Shire of Peppermint Grove contributes to a number of superannuation funds on behalf of employees.

All funds to which the Shire of Peppermint Grove contributes are defined contribution plans.

Cash and cash equivalents

Cash and cash equivalents include cash on hand, cash at bank, deposits available on demand
with banks, other short term highly liquid investments that are readily convertible to known
amounts of cash and which are subject to an insignificant risk of changes in value and bank
overdrafts.

Bank overdrafts are shown as short term borrowings in current liabilities in Note 4 - Net Current
Assets.

Trade and other receivables

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

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

Collectability of tfrade and other receivables is reviewed on an ongoing basis. Debts that are
known to be uncollectible are written off when identified. An allowance for doubtful debts is
raised when there is objective evidence that they will not be collectible.
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SHIRE OF PEPPERMINT GROVE
NOTES TO AND FORMING PART OF THE BUDGET
FCR THE YEAR ENDED 30 JUNE 2019

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Inventories
General
Inventories are measured at the lower of cost and net realisable value.

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

Land held for resale

Land held for development and sale is valued at the lower of cost and net realisable value. Cost
includes the cost of acquisition, development, borrowing costs and holding costs until
completion of development. Finance costs and holding charges incurred after development is
completed are expensed.

Gains and losses are recognised in profit or loss at the time of signing an unconditional
contract of sale if significant risks and rewards, and effective control over the land, are passed
on to the buyer at this point.

Land held for sale is classified as current except where it is held as non-current hased on
Councit's intentions to release for sale.

Fixed assets

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

Mandatory requirement to revalue non-current assets
Effective from 1 July 2012, the Local Government (Financial Management) Regulations were amended and
the measurement of non-current assets at Fair Value became mandatory.

During the year ended 30 June 2013, the Shire of Peppermint Grove commenced the process of
adopting fair value in accordance with the Regulations.

Whilst the amendments initially allowed for a phasing in of fair value in relation to fixed assets over three
years, as at 30 June 2015 all non-current assets were carried at fair value in accordance with the
the requiremenis.

Thereafter, each asset class must be revalued in accordance with the regulatory framework established and
the Shire of Peppermint Grove revalues its asset classes in accordance with this mandatory timetable.

Relevant disclosures, in accordance with the requirements of Australian Accounting Standards, have been
made in the financial report as necessary.

Initial recognition and measurement between mandatory revaluation dates
All assets are initially recognised at cost and subsequently revalued in accordance with the
mandatory measurement framework detailed above.

In relation to this initial measurement, cost is determined as the fair value of the assets given

as consideration plus costs incidental to the acquisition. For assets acquired at no cost or for

nominal consideration, cost is determined as fair value at the date of acquisition. The cost of

non-current assets constructed by the Shire of Peppermint Grove includes the cost of all materials used
in construction, direct labour on the project and an appropriate proportion of variable and fixed overheads.

Individual assets acquired between initial recognition and the next revaluation of the asset class
in accordance with the mandatory measurement framewcrk detailed above, are carried at cost
less accumulated depreciation as management believes this approximates fair value. They will
be subject to subsequent revaluation of the next anniversary date in accordance with the
mandatory measurement framework detailed abave.
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SHIRE OF PEPPERMINT GROVE
NOTES TO AND FORMING PART OF THE BUDGET
FOR THE YEAR ENDED 30 JUNE 2019

SIGNIFICANT ACCOUNTING POLICIES {Continued)

Fixed assets (continued)

Revaluation

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

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

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

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

Whilst such treatment is inconsistent with the requirements of AASB 1051, Local Government
(Financial Management) Regulation 4(2) provides, in the event of such an inconsistency, the
Local Government (Financial Management) Regulations prevail.

Consequently, any land under roads acquired on or after 1 July 2008 is not included as an asset
of the Shire
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SHIRE OF PEPPERMINT GROVE
NOTES TO AND FORMING PART OF THE BUDGET
FOR THE YEAR ENDED 30 JUNE 2019

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Fixed assets (continued)

Depreciation

The depreciable amount of all fixed assets including buildings but excluding freehold land, are
depreciated on a straight-line basis over the individual asset's useful life from the time the asset
is held ready for use. Leasehold improvements are depreciated over the shorter of either the
unexpired pericd of the lease or the estimated useful life of the improvements.

Major depreciation periods used for each class of depreciable asset are:

Buildings 30 to 50 years
Furniture and Equipment 4 to 10 years
Plant and Equipment {except light vehicles) 5to 15 years
Sealed roads and streets

formation not depreciated

- pavement 50 years

- bituminous seals 20 years

- asphalt surfaces 25 years
Gravel roads

formation not depreciated
pavement 50 years
gravel sheet 12 years
Formed roads (unsealed)

formation not depreciated
pavement 50 years
Footpaths - slab 40 years
Sewerage piping 100 years

The assets residual values and useful lives are reviewed, and adjusted if appropriate, at the end
of each reporting period.

An asset's carrying amount is written down immediately to its recoverable amount if the asset’s
carrying amount is greater than its estimated recoverable amount.

Gains and losses on disposals are determined by comparing proceeds with the carrying
amount. These gains and losses are included in profit or loss in the period which they arise.
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SHIRE OF PEPPERMINT GROVE
NOTES TO AND FORMING PART OF THE BUDGET
FOR THE YEAR ENDED 20 JUNE 2019

SIGNIFICANT ACCOUNTING POLICIES {Continued)

Fair value of assets and labilities

When performing a revaluation, the Shire of Peppermint Grove uses a mix of both independent and
management valuations using the following as a guide:

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

As fair value is a market-based measure, the closest equivalent observable market pricing

information is used to determine fair value. Adjustments to market values may be made having

regard to the characteristics of the specific asset. The fair values of assets that are not traded

in an active market are determined using one or more valuation techniques. These valuation

technigues maximise, to the extent possible, the use of observable market data.

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

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

Fair value hierarchy

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

Level 1
Measurements based on quoted prices (unadjusted) in active markets for identical assets or
liabilities that the entity can access at the measurement date.

Level 2
Measurements based cn inputs other than quoted prices included in Level 1 that are ohservable

for the asset or liability, either directly or indirectly.

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

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

Valuation techniques

The Shire of Peppermint Grove selects a valuation technique that is appropriate in the circumstances
and for which sufficient data is available to measure fair value. The availability of sufficient and relevant
data primarily depends on the specific characteristics of the asset or liability being measured.

The valuation techniques selected by the Shire of Peppermint Grove are consistent with one or more of
the following valuation approaches:
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SHIRE OF PEPPERMINT GROVE
NOTES TO AND FORMING PART OF THE BUDGET
FOR THE YEAR ENDED 30 JUNE 2019

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Fair value of assets and liabilities (continued)

Market appreach
Valuation techniques that use prices and other relevant information generated by market
fransactions for identical or similar assets or liabilities.

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

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

Each valuation technique requires inputs that reflect the assumptions that buyers and sellers

would use when pricing the asset or liability, including assumptions about risks. When

selecting a valuation technique, the Shire of Peppermint Grove gives priority to those techniques that
maximise the use of observable inputs and minimise the use of unobservable inputs. Inputs that are
developed using market data (such as publicly available information on actual transactions) and
reflect the assumptions that buyers and sellers would generally use when pricing the asset or

liability and considered observable, whereas inputs for which market data is not available and
therefore are developed using the best information available about such assumptions are
considered unobservable.

The mandatory measurement framework imposed by the Local Government (Financial Management)
Regulations requires, as a minimum, all assets to be revalued at least every 3 years. Relevant
disclosures, in accordance with the requirements of Australian Accounting Standards have been
made in the budget as necessary.

Financial instruments

Initial recognition and measurement

Financial assets and financial liabilities are recognised when the Shire of Peppermint Grove becomes a
party to the contractual provisions to the instrument. For financial assets, this is equivalent to the date
that the Shire of Peppermint Grove commits itself to either the purchase or sale of the asset (ie trade
date accounting is adopted).

Financial instruments are initially measured at fair value plus transaction costs, except where
the instrument is classified ‘at fair value through profit or loss’, in which case transaction costs
are expensed to profit or loss immediately.

Classification and subsequent measurement
Financial instruments are subsequently measured at fair value, amortised cost using the
effective interest rate method, or cost.

Amortised cost is calculated as:

{a) the amountin which the financial asset or financial liability is measured at initial
recognition;

(b} less principal repayments and any reduction for impairment; and

(c) plus or minus the cumulative amortisation of the difference, if any, between the amount
initially recognised and the maturity amount calculated using the effective interest
rate methed.
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SHIRE OF PEPPERMINT GROVE
NOTES TO AND FORMING PART OF THE BUDGET
FOR THE YEAR ENDED 30 JUNE 2019

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial instruments (continued)

The effective interest method is used {o allocate interest income or interest expense over the
relevant period and is equivalent to the rate that discounts estimated future cash payments or
receipts (including fees, transaction costs and other premiums or discounts) through the
expected life (or when this cannot be reliably predicted, the contractual term) of the financial
instrument to the net carrying amount of the financial asset or financial liability. Revisions to
expected future net cash flows will necessitate an adjustment to the carrying value with a
consequential recognition of an income or expense in profit or loss.

Financial assets at fair value through profit and loss

Financial assets are classified at "fair value through profit or loss” when they are held for
trading for the purpose of short term profit taking. Assets in this category are classified as
current assets. Such assets are subsequently measured at fair value with changes in
carrying amount being included in profit or loss.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market and are subsequently measured at
amortised cost. Gains or losses are recognised in profit or loss.

L.oans and receivables are included in current assets where they are expected to mature
within 12 months after the end of the reporting period.

Held-to-maturity investments

Held-to-maturity investments are non-derivative financial assets with fixed maturities and

fixed or determinable payments that the Shire of Peppermint Grove management has the positive
intention and ability to hold to maturity. They are subsequently measured at amortised cost. Gains or
losses are recognised in profit or loss.

Held-to-maturity investments are included in current assets where they are expected to
mature within 12 months after the end of the reporting period. All other investments are
classified as non-current.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivative financial assets that are either not suitable
to be classified into other categories of financial assets due to their nature, or they are
designated as such by management. They comprise investments in the equity of other entities
where there is neither a fixed maturity nor fixed or determinable payments.

They are subsequently measured at fair value with changes in such fair value (i.e. gains or
tosses) recognised in other comprehensive income (except for impairment losses). When the
financial asset is derecognised, the cumulative gain or loss pertaining to that asset previously
recognised in other comprehensive income is reclassified into profit or loss.

Available-for-sale financial assets are included in current assets, where they are expected to
be sold within 12 months after the end of the reporting period. All other available for sale
financial assets are classified as non-current.

Financial liabilities
Non-derivative financial liabilities (excl. financial guarantees) are subsequently measured at
amortised cost. Gains or losses are recognised in the profit or loss.
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SHIRE OF PEPPERMINT GROVE
NOTES TO AND FORMING PART OF THE BUDGET
FOR THE YEAR ENDED 30 JUNE 2019

1. SIGNIFICANT ACCOUNTING POLICIES (Continued)
(o) Financial instruments (continued)

Impairment

A financial asset is deemed to be impaired if, and only if, there is objective evidence of impairment
as a result of one or more events (a “loss event”) having occurred, which has an impact on the
estimated future cash flows of the financial asset(s).

In the case of available-for-sale financial assets, a significant or prolonged decline in the market
value of the instrument is considered a loss event. Impairment losses are recognised in profit or
loss immediately. Also, any cumulative decline in fair value previously recognised in other
comprehensive income is reclassified to prefit or loss at this point.

In the case of financial assets carried at amortised cost, loss events may include: indications that
the debtors or a group of debtors are experiencing significant financial difficulty, default or
delinquency in interest or principal payments; indications that they will enter bankruptcy or cther
financial reorganisation; and changes in arrears or economic conditions that correlate with
defaults.

For financial assets carried at amortised cost (including loans and receivables), a separate
allowance account is used to reduce the carrying amount of financial assets impaired by credit
losses. After having taken all possible measures of recovery, if management establishes that the
carrying amount cannot be recovered by any means, at that point the written-off amounts are
charged to the allowance account or the carrying amount of impaired financial assets is reduced
directly if no impairment amount was previously recognised in the allowance account.

Derecognition

Financial assets are derecognised where the contractual rights for receipt of cash flows expire or
the asset is transferred to another party, whereby the Shire of Peppermint Grove no longer has any
significant continual involvement in the risks and benefits associated with the asset.

Financial liabilities are derecognised where the related obligations are discharged, cancelled or
expired. The difference between the carrying amount of the financial liability extinguished or
transferred to another party and the fair value of the consideration paid, including the transfer of
non-cash assets or liabilities assumed, is recognised in profit or loss.

(p) Impairment of assets

In accordance with Australian Accounting Standards the Shire of Peppermint Grove assets, other than
inventories, are assessed at each reporting date to determine whether there is any indication they may be
impaired.

Where such an indication exists, an impairment test is carried out en the asset by comparing the
recoverable amount of the asset, being the higher of the asset’s fair value less costs to sell and
value in use, to the asset’s carrying amount.

Any excess of the asset's carrying amount over its recoverable amount is recognised immediately
in profit or loss, unless the asset is carried at a revalued amount in accordance with another
standard (e.g. AASB 116) whereby any impairment loss of a revaluation decrease in accordance
with that other standard.
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SHIRE OF PEPPERMINT GROVE
NOTES TO AND FORMING PART OF THE BUDGET
FOR THE YEAR ENDED 30 JUNE 2019

1. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(p) Impairment of assets (continued)

For non-cash generating assets such as roads, drains, public buildings and the like, value in use
is represented by the depreciated replacement cost of the asset.

At the time of adopting this budget, it is not possible to estimate the amount of impairment losses
(if any) as at 30 June 2019.

In any event, an impairment loss is a non-cash fransaction and consequently, has no impact on
this budget document.

{q) Trade and other payables

Trade and other payables represent liabilities for goods and services provided to the Shire

prior to the end of the financial year that are unpaid and arise when the Shire of Peppermint Grove
becomes obliged to make future payments in respect of the purchase of these goods and services. The
amounts are unsecured, are recognised as a current liability and are normally paid within 30 days of
recognition.

(r} Employee benefits

Short-term employee benefits

Provision is made for the Shire of Peppermint Grove's obligations for short-term employee benefits.

Short term employee benefits are benefits (other than termination benefits) that are expected to be settled
wholly before 12 menths after the end of the annual reporting period in which the employees

render the related service, including wages, salaries and sick leave. Short-term employee

benefits are measured at the (undiscounted) amounts expected to be paid when the obligation is

settled.

The Shire of Peppermint Grove's obligations for short-term employee benefits such as wages, salaries
and sick [eave are recognised as a part of current trade and other payables in the statement of financial
position. The Shire of Peppermint Grove's obligations for employees’ annual leave and long service leave
entittements are recognised as provisions in the statement of financial position.

Other long-term employee benefits

Provision is made for employees’ long service leave and annual leave entitlements not expected to
be settled wholly within 12 months after the end of the annual reporting period in which the
employees render the related service. Other long-term employee benefits are measured at the
present value of the expected future payments to be made tc employees. Expected future
payments incorporate anticipated future wage and salary levels, durations or service and
employee departures and are discounted at rates determined by reference to market yields at the
end of the reporting period on government bonds that have maturity dates that approximate the
terms of the obligations. Any remeasurements for changes in assumptions of obligations for other
long-term employee benefits are recognised in profit or loss in the periods in which the changes
oceur.

The Shire of Peppermint Grove's obligations for long-term employee benefits are presented as

non-current provisions in its statement of financial position, except where the Shire of Peppermint Grove
does not have an unconditional right to defer settlement for at least 12 months after the end of the reporting
period, in which case the obligations are presented as current provisions.
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(s)

(f)

(u)

v)

SHIRE OF PEPPERMINT GROVE
NOTES TO AND FORMING PART OF THE BUDGET
FOR THE YEAR ENDED 30 JUNE 2019

SIGNIFICANT ACCOUNTING POLICIES {Continued)
Borrowing costs

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

Provisions

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

Provisions are measured using the best estimate of the amounts required to settle the obligation at
the end of the reporting period.

Leases

Leases of fixed assets where substantially all the risks and benefits incidental to the ownership of
the asset, but not legal ownership, are transferred to the Shire of Peppermint Grove, are classified
as finance leases.

Finance leases are capitalised recording an asset and a ligbility at the lower amounts equal fo the
fair value of the leased property or the present value of the minimum lease payments, including
any guaranteed residual values. Lease payments are allocated between the reduction of the lease
liability and the lease interest expense for the period.

Leased assets are depreciated on a straight live basis over the shorter of their estimated useful
lives or the lease term.

Lease payments for operating leases, where substantially all the risks and benefits remain with
the lessor, are charged as expenses in the periods in which they are incurred.

Lease incentives under operating leases are recognised as a liability and amortised on a straight
line basis over the life of the lease term.

Investment in associates

An associate is an entity over which the Shire of Peppermint Grove has significant influence.

Significant influence is the power to participate in the financial operating policy decisions of that entity

but is not control or joint control of those policies. Investments in associates are accounted for in the financial
statements by applying the equity method of accounting, whereby the investment is initially recognised at cost
and adjusted thereafter for the post-acquisition change in the Shire of Peppermint Grove's share of .

net assets of the associate. In addition, the Shire of Peppermint Grove’s share of the profit or loss of the
associate is included in the

The carrying amount of the investment includes, where applicable, goodwill relating to the associate.

Any discount on acquisition, whereby the Shire of Peppermint Grove's share of the net fair value of the
associate exceeds the cost of investment, is recognised in profit or loss in the period in which the investment
is acquired.
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SHIRE OF PEPPERMINT GROVE
NOTES TO AND FORMING PART OF THE BUDGET
FOR THE YEAR ENDED 3¢ JUNE 2019

1. SIGNIFICANT ACCOUNTING POLICIES (Continued)
{w) Investment in associates (continued)

Profits and losses resulting from transactions between the Shire of Peppermint Grove and the associate
are eliminated to the extent of the Shire of Peppermint Grove's interest in the associate.

When the Shire of Peppermint Grove's share of losses in an associate equals or exceeds its interest in

the associate, the Shire of Peppermint Grove discontinues recognising its share of further losses unless
it has incurred legal or constructive obligations or made payments on behalf of the associate. When the
associate subsequently makes profits, the Shire of Peppermint Grove will resume recognising its share

of thse profits once its share of the profits equals the share of the losses not recognised.

(x) Interests in joint arrangements

Joint arrangements represent the contractual sharing of control between parties in a business venture
where unanimous decisions about relevant activities are required.

Separate joint venture entities providing joint venturers with an interest to net assets are classified
as a joint venture and accounted for using the equity method. Refer to note 1(o) for a description
of the equity method of accounting.

Joint venture operations represent arrangements whereby joint operators maintain direct interests in

each asset and exposure to each liability of the arrangement. The Shire of Peppermint Grove's interests,

in the assets, liabilities, revenue and expenses of joint operations are included in the respective line items of the
financial statements.

{y) Current and non-current classification

In the determination of whether an asset or liability is current or non-current, consideration is given

to the time when each asset or liability is expected to be settled. The asset or liability is classified

as current if it is expected o be settled within the next 12 months, being the Shire of Peppermint Grove's
operational cycle. In the case of liabilities where the Shire of Peppermint Grove does not have the
unconditional right to defer settlement beyond 12 months, such as vested long service leave, the liability
is classified as current even if not expected to be settled within the next 12 months.
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SHIRE OF PEPPERMINT GROVE

NOTES TO AND FORMING PART CF THE BUDGET

FOR THE YEAR ENDED 30 JUNE 2019

2018/19 2017118 2017118
Budget Actual Budget
2. REVENUES AND EXPENSES $ $ $
(a) Netresult
The net result includes:
(i) Charging as an expense:
Auditors remuneration
Audit services 25,000 9,413 9,000
Depreciation by program
Governance 93,773 96,284 96,284
Recreation and culture 78,270 87,437 28,479
Transport 214,520 208,279 12,193
386,563 392,000 136,956
Depreciation by asset class
Land and buildings 105,818 105,818 105,818
Furniture and equipment 2,955 2,955 14,945
Plant and egquipment 28,300 28,286 16,193
Reads 145,553 149,368 0
Footpaths 52,886 652,786 0
Drainage 14,681 15,607 0]
Parks and ovals 34,970 35,780 0
Other 1,400 1,400 0
386,563 392,000 136,956
Interest expenses (finance costs)
- Borrowings (refer note 7(a)) 61,030 63,145 63,376
61,030 63,145 63,376
(ii) Crediting as revenues:
Interest earnings
Investments
- Reserve funds 20,000 21,752 20,790
- Other funds 33,000 33,463 25,000
Other interest revenue (refer note 12) 11,000 36,280 17,000
64,000 91,495 62,790
Other revenue
Reimbursements and recoveries 12,088 46,017 5,000
Other 250 336 500
12,338 46,353 5,500
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SHIRE OF PEPPERMINT GROVE
NOTES TO AND FORMING PART OF THE BUDGET
FOR THE YEAR ENDED 30 JUNE 2019

2. REVENUES AND EXPENSES (Continued)
(b) Statement of Objective

In order to discharge its responsibilities to the community, Council has developed a set of
operational and financial objectives. These cbjectives have been established both on an overall
basis, reflected by the Shire's Community Vision, and for each of its broad activities/programs.

COMMUNITY VISION
TO REMAIN A SHIRE VAIL.UED FOR ITS AMBIENCE AND INDEPENDENCE

GOVERNANCE
Administration and operation of facilities and services to Members of Council. Other costs that
relate to the tasks of assisting elected members and ratepayers.

GENERAL PURPOSE FUNDING
Rates, general purpose government grants and interest revenue. Costs associated with raising of
rates and other funding activities.

L.LAW, ORDER, PUBLIC SAFETY
Supervision of various bylaws, fire prevention, emergency services, pest control and animal contral.

HEALTH
Materal and infant health, immunisation control, health inspections, pest control and
preventative services.

EDUCATION AND WELFARE
Contributions towards various community services such as aged persons support and other
voluntary services.

COMMUNITY AMENITIES
Rubbish collection and recycling services, administration of the Town Planning Scheme and
maintenance of bus shelters.

RECREATION AND CULTURE
Maintenance of parks and reserves. Administration of the Cottesloe - Peppermint Grove - Mosman
Park Combined Library.

TRANSPORT
Consfruction and maintenance of roads, drainage, footpaths, parking and traffic signs. Cleaning
of streets and maintaining street verges and street trees.

ECONOMIC SERVICES
Implementation of building controls.

OTHER PROPERTY & SERVICES
Plant operation and overheads.
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SHIRE OF PEPPERMINT GROVE
NOTES TO AND FORMING PART OF THE BUDGET
FOR THE YEAR ENDED 30 JUNE 2019

3. NOTES TO THE STATEMENT OF CASH FLOWS

{a) Reconciliation of cash

For the purposes of the statement of cash flows, cash includes cash and cash equivalents,
net of outstanding bank overdrafts. Estimated cash at the end of the reporting pericd

is as follows:
2018/19 2017/18 2017/18
Budget Actual Budget
$ $ $
Cash - unrestricted 196,683 327,696 119,563
Cash - restricted 1,389,386 1,212,006 1,141,606
1,586,069 1,639,702 1,261,169

The following restrictions have been imposed by regulation or other externally imposed requirements:

Staff Leave Reserve 125,206 144,513 172,768
Plant Replacement Reserve 20,500 20,000 20,000
Infrastructure/Building Reserve 564,300 550,537 537,321
Information Technology Reserve 23,642 23,066 23,032
Road Reserve 384,749 375,365 374,977
Library Infrastructure Reserve 10,935 10,669 10,654
Arts & Culture Reserve 22,929 2,858 2,854
Legal Costs 237,125 85,000 0

1,389,386 1,212,006 1,141,606

(k) Reconciliation of net cash provided by
operating activities to net result

Net result 49,445 231,565 407,096
Depreciation 386,563 392,000 136,956
(Profit)/loss on sale of asset 0 2,022 0
Loss on revaluation of non current assets 0 0 0
(Increase)/decrease in receivables 53,5830 22,014 24,187
Increase/(decrease) in payables {14,470) (40,351) (63,036)
Increase/(decrease) in employee provisions {17,500) 5,037 {3,750)
Grants/contributions for the development

of assets {(80,867) {108,088) (85,599)
Net cash from operating activities 376,701 504,198 415,854
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SHIRE OF PEPPERMINT GROVE
NOTES TO AND FORMING PART OF THE BUDGET
FOR THE YEAR ENDED 30 JUNE 2019

3. NOTES TO THE STATEMENT OF CASH FLOWS (Continued)

2018/19 2017/18 2017/18
Budget Actual Budget
$ $ $
(c) Undrawn borrowing facilities
credit standby arrangements
Bank overdraft limit 200,000 200,000 200,000
Bank overdraft at balance date 0 0 0
Credit card limit 9,000 8,000 9,000
Credit card balance at balance date 0 0 0
Total amount of credit unused 0 0 0
Loan facilities
Loan facilities in use at balance date 786,352 814,053 814,053
Unused loan facilities at balance date 0 0 0
2018/19 2017118
Note Budget Actual
. NET CURRENT ASSETS $ $
Composition of estimated net current assets
Current assets
Cash - unrestricted 3(a) 196,683 327,696
Cash - restricted reserves 3(a) 1,389,386 1,212,006
Receivables 44,024 7,554
inventories 0 0
1,630,093 1,637,256
Less: current liabilities
Trade and other payables {161,001) (175,471)
Short term borrowings 0 0
Long term borrowings (29,645) (27,701)
Provisions (169,279) (188,779)
(359,925) (391,951)
Unadjusted net current assets 1,270,168 1,245,305
Differences between the net current assets at the end of each
financial year in the rate sefting statement and net current
assets detailed above arise from amounts which have been
excluded when calculating the budget defiency in
accordance with Local Government (Financial Management) Regulation 32
as movements for these items have been funded within the budget estimates.
These differences are disclosed as adjustmenis below.
Adjustments
ess: Cash - restricted reserves 3(a) {1,389,386) (1,212,006)
Add: Current portion of borrowings 29,645 27,701
Add: Current liabilities not expected to be cleared at end of year 171,565 173,565
Adjusted net current assets - surplusf{deficit) 81,992 234,565
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SHIRE OF PEPPERMINT GROVE

NOTES TO AND FORMING PART OF THE BUDGET
FOR THE YEAR ENDED 30 JUNE 2019

14. FEES & CHARGES REVENUE

185,

Governance

General purpose funding
Law, order, public safety
Health

Community amenities
Recreation and culture
Transport

Economic services

Other property and services

GRANT, SUBSIDIES & CONTRIBUTION REVENUE
Grants, subsidies and contributions are included as operating
revenues in the Statement of Comprehensive [ncome:

By Program:

Operating grants, subsidies and contributions
General purpose funding

Law, crder, public safety

Healih

Education and welfare

Recreation and culture

Transport

Non-operating grants, subsidies and contributions
Recreation and culiure
Transport

2018/19
Budget
$

4,000
2,250
8,000
7,530
94,085
70,800
12,000
30,500
0

229165

23,965
4,000
8,500

0
1,241,858
6,050

1,284,373

0
80,867

80,867

2017118
Actual

$

5,460
4,500
9,324
8,652
93,662
63,531
12,21
20,952
12,802

230,984

50,497

0

12,491
909
1,343,061
6,066

1,413,024

13,000
95,088

108,088
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SHIRE OF PEPPERMINT GROVE
NOTES TO AND FORMING PART OF THE BUDGET
FOR THE YEAR ENDED 30 JUNE 2019

2018/19 201718
Budget Actual
16. ELECTED MEMBERS REMUNERATION $ $
The following fees, expenses and allowances were
paid to council members and/or the President.
Meeting fees 52,500 52,500
Mayor/President’s allowance 10,750 10,750
63,250 63,250

17. TRUST FUNDS

Funds held at balance date over which the local government has no control and which are not included in
the financial statements are as follows:

Estimated Estimated Estimated

Balance amounts amounts balance
Detail 01-Jul-18 received paid 30-Jun-19

$ $ ($) $

Manners Hill Park Bonds 10,400 12,000 {15,000} 7,400
Community Centre Bonds 5,638 1.400 {1,400) 5,638
Footpath & Road Bonds 104,060 40,000 {45,000) 99,060
120,098 53,400 {61,400) 112,098
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SHIRE OF PEPPERMINT GROVE

CAPITAL EXPENDITURE SCHEDULE

2018/19 BUDGET

20

ACCOUNT NUMBER
$
Roads The Esplanade (Keane St to Irvine St} 130,000 - 49,133
Roads Hobbs Place 120,000 - 120,000
Roads Kerbing Renewal 20,000 - 20,060
Footpaths Footpath Renewal 50,000 - 50,000
Plant Kubota Tractor/Mower/Backhoe 25,000 2,000 30,000
Plant Ford Ranger 43,500 39,000 4,500
Plant Toyota Hilux 33,000 31,000 2,000
Plant Toyota Hilux 33,000 31,000 2,000
Plant Skoda Octavia 30,000 27,000 3,000
inf - Other Depot Fence 20,000 - 20,000
Inf - Drainage Sump Fence 9,000 - 9,000
T Trota 61318007 309,633
(a) Renewal CAPEX net of grants/trade-ins 293,633
(b) Estimated Depreciation Expense 386,563
Asset Sustainability Ratio (a) divided by {b) 0.76
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