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McKinlay Shire Council 
Statement of Comprehensive Income 
For the year ended 30 June 2014 

Council 

2014 2013 

Note $ $ 
Income 

Revenue 

Recurrent revenue 

Rates, levies and charges 3(a) 2,594,506 2,501,575 

Fees and charges 3(b) 492,991 438,587 

Interest received 3(c) 372,214 533,474 

Sales revenue 3(d) 10,732,790 3,749,653 

Other revenue 3(e) 191,144 284,836 

Grants, subsidies, contributions and donations 4(a) 3,232,569 5,004,972 

17,616,214 12,513,097 

Capital revenue 

Grants, subsidies, contributions and donations 4(b) 5,001 ,874 4,567,715 

Total revenue 22,618,088 17,080,812 

Capital income 5 1,604 

Total Income 22,619,692 17,080,812 

Expenses 

Recurrent expenses 

Employee benefits 6 (4,160,918) (4,098,024) 

Materials and services 7 (10,850,848) (5,129,124) 

Finance costs 8 (63,650) (116,553) 

Depreciation and amortisation 9 (4, 183,081) (4, 159,570) 

(19,258,497) (13,503,271) 

Non recurrent expenses 

Capital expenses 10 (186,202) 

Write-off of flood damaged roads {3,433,333) 

Total expenses (22,691 ,830) (13,689,473) 

Net result (72,138) 3,391,339 

Other comprehensive Income 

Items that will not be reclassified to net result 

Increase I (decrease) in asset revaluation surplus 19 3,028,959 

Total other comprehensive income for the year 3,028,959 

Total comprehensive income for the year 2,956,821 3,391,339 

The above statement should be read in conjunction with the accompanying notes and Significant Accounting 
Policies. 
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McKinlay Shire Council 
Statement of Financial Position 
as at 30 June 2014 

Current assets 

Cash and cash equivalents 

Trade and other receivables 

Inventories 

Total current assets 

Non-current assets 

Property, plant and equipment 

Total non-current assets 

Total assets 

Current liabilities 

Trade and other payables 

Borrowings 

Provisions 

Total current liabilities 

Non-current liabilities 

Trade and other payables 

Borrowings 

Provisions 

Total non-current liabilities 

Total liabilities 

Net community assets 

Community equity 

Asset revaluation surplus 

Retained surplusl(deficiency) 

Reserves 

Total community equity 

Note 

11 

12 

13 

15 

16 

17 

18 

16 

17 

18 

19 

20 

21 

Council 

2014 
$ 

11,321,140 

1,055,919 

1,415,453 

13,792,512 

13,792,512 

150,801,945 

150,801,945 

164,594,457 

1,737,540 

180,895 

67,014 

1,985,449 

86,796 

368,296 

268,056 

723,148 

2,708,597 

161,885,860 

38,339,752 

123,546,108 

161,885,860 

2013 
$ 

12,639,974 

1,325,247 

1,384,275 

15,349,496 

15,349,496 

146,653,114 

146,653,114 

162,002,610 

1,542,979 

564,510 

71,061 

2,178,550 

61,646 

549,130 

284,245 

895,021 

3,073,571 

158,929,039 

35,310,793 

123,618,246 

158,929,039 

The above statement should be read in conjunction with the accompanying notes and Significant Accounting 
Policies. 
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McKinlay Shire Council 

Statement of Changes in Equity 
For the year ended 30 June 2014 

Council Asset Retained Reserves Total 
revaluation Surplus 

surplus 
Note 19 20 21 

$ $ $ $ 

Balance as at 1 July 2013 35,310,793 123,618,246 158,929,039 

Net operating surplus (72,138) (72,138) 
Other comprehensive income for the year 

Increase I (decrease) in asset revaluation surplus 3,028,959 3,028,959 
Total comprehensive Income for the year 3,028,959 (72,138) 2,956,821 

Transfers to and from reserves 
Transfers to/from capital 
Transfers to reserves 
Transfers from reserves 
Total transfers to and from reserves 

Balance as at 30 June 2014 38,339,752 123,546,108 161 ,885,860 

Balance as at 1 July 2012 35,310,793 117,511,908 2,715,000 155,537,701 

Net operating surplus 3,391,339 3,391 ,339 
Other comprehensive income for the year 

Increase I (decrease) in asset revaluation surplus 
Total comprehensive income for the year 3,391,339 3,391,339 

Transfers to and from reserves• 
Transfers tolfrom capital 
Transfers to reserves 
Transfers from reserves 2,715,000 (2, 715,000) 
Total transfers to and from reserves 2,715,000 (2,715,000) 

Balance as at 30 June 2013 35,310,7~3 123,618,246 158,929,039 

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

*Transfers to and from reserves 
Council's cash and cash equivalents are subject to a number of internal restrictions that limit the amount that is available for discretionary or 
future use. In prior years council accounted for these restrictions using a system of reserves. 

During the course of the 2013 financial year council resolved to close an existing reserves and account for these restrictions using an internal 
management accounting system. 

All existing reserve balances were transferred to retained surplusl(deficit) on that date. Further infonmation is supplied in note 21. 
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McKinlay Shire Council 

Statement of Cash Flows 
For the year ended 30 June 2014 

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 

Grants, subsidies, contributions and donations 

Net cash inflow (outflow) from Investing activities 

Cash flows from financing activities 

Proceeds from borrowings 

Repayment of borrowings 

Net cash inflow (outflow) from financing activities 

Net increase (decrease) in cash and cash equivalent held 

Cash and cash equivalents at the beginning of the financial year 

Cash and cash equivalents at end of the financial year 

Note 

26 

11 

CounclJ 
2014 

$ 

17,512,785 

(14,842,926) 

2,669,859 

372,214 

(63,650) 

2,978,423 

(8, 738,286) 

3,604 

5,001,874 

(3,732,808) 

(564,449) 

(564,449) 

(1,318,834) 

12,639,974 

11,321,140 

2013 

$ 

13,641,545 

(9.667,358) 

3,974,188 

533,474 

(116,553) 

4,391,109 

(11,404,923) 

598,501 

4,567,715 

(6,238,707) 

(720,285) 

(720,285) 

(2,567,882) 

15,207,856 

12,639,974 

The above statement should be read in conjunction with the accompanying notes and Summary of Significant 
Accounting Policies. 
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McKinlay 5hlre Council 
Notes to the financial statements 
For the year ended 30 June 2014 

Significant accounting policies 

1.01 Basis of preparation 

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

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

1.02 Statement of compliance 

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

1.03 Constitution 

The McKinlay Shire Council is constituted under the Queensland Local Government Act 2009 and is domiciled In Australia. 

1.04 Date of authorisation 

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

1.05 Currency 

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

1.06 Adoption of new and revised Accounting Standards 

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

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

AASB 9 Financial Instruments (December 2009) 

AASB 10 Consolidated Financial Statements 
AASB 11 Joint Arrangements 

AASB 12 Disclosure of interests in other entities 
AASB 127 Separate Financial_ Statements (replaces the existing standard together 
AASB 128 Investments in Associates and Joint Ventures (replaces the existing 
standard) 
A.LI.SB 1055 Budgetary Reporting 

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

AASB 2010-7 Amendments to Australian Accounting Standards arising from AASB 
9 (December 2010) 
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McKinlay Shire Council 
Notes to the financial statements 
For the year ended 30 June 2014 

AASB 2011-7 Amendments to Australi8!1 Accounting Standards arising from the 
Consolidation and Join1 Arrangemen1s Standards 

AASB 2012-3 Amendments to Australian Accounting Standards- Offsetting 
Financial Assets and Financial Liabilities [AASB 132] 

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

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

AASB 2013-4 Amendments to Austra~an Accounting Standards - Novation of 
Derivatives and Continuation of Hedge Accounting (AASB 139] 

AASB 2013-5 Amendments to Australian Accounting Standards -Investment 
Entities [AASB 1, AASB 3, AASB 7, AASB 10, AASB 12, AASB 107, AASB 112, 
AASB 124, AASB 127, AASB 132, AASB 134 & AASB 139] 

AASB 2013-6 Amendments to AASB 136 arising from Reduced Disclosure 
Requirements 

AASB 2013-7 Amendments to AASB 1038 arising from AASB 10 in relation to 
consolidation and interests of policyholders [AASB 1038] 

AASB 2013-8 Amendments to Australian Accounting Standards -Australian 
Implementation Guidance for Not-for-Profit Entities -Control and Structured Entities 
[AASB 10, AASB 12 & AASB 1049] 

AASB2013-9 Amendments to Australian Accounting Standards- Conceptual 
Framework, Materiality and Financial Instruments 
[Operative dates: Part A Conceptual Framework- 20 Dec 2013; Part B Materiality­
·1 Jan 2014; Part C Financial Instruments - 1 Jan 2015] 

AASB 2014-1 Amendments to Australian Accounting Standards (Part A- C) 

AASB 2014-1 Amendments to Australian Accounting standards (Part D) 

AASB 2014-1 Amendments to Australian Accounting Standards (Part E) 

Interpretation 21 Levies 

AASB 9 Financial Instruments (effective from 1 January 20151 

1 January 2014 

1 January 2014 

1 July 2014 

1 January 2014 

1 January 2014 

1 January 2014 

1 January 2014 

l January 2014 

1 January 2014 · 

1 January 2014 

1 July 2014 

1 January 2015 

1 January 2016 

1 January 2014 

AASB 9, which replaces AASB139 Financial Instruments: Recognition and Measurement, is effective for reporting periods 
beginning on or after 1 January 2015 and must be applied retrospectively. The main impact of AASB9 is to change the 
requirements for the classification, measurement and disclosures associated with financial assets. Under the new 
requirements the four current categories of financial assets stipulated in AASB 139 will be replaced with two measurement 
categories: fair value and amortised cost and financial assets will only be able to be measured at amortised cost where very 
specific conditions are met. 

1.07 Critical accounting judgements and key sources of estimation uncertainty 

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

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

Valuation and depreciation of property, plant and equipment- Note 1.15 and Note 15 

Provisions- Note 18 
Contingent liabilities - Note 23. 

1.08 Revenue 

Rates are recognised as revenue at the commencement of the rating period, Grants and other revenue are recognised on 
receipt of funds or earlier upon unconditional entitlement to the funds. 

Rates, levies and charaes 
Where rate monies are received prior to the commencement of the rating period, the amount is recognised as revenue in the 
period in which they are received, otherwise rates are recognised at the commencement of rating period. 
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McKinlay Shire Council 
Notes to the financial statements 
For the year ended 30 June 2014 

Grants and subsidies 

Grants, subsidies and contributions that are non-reciprocal in nature are recognised as revenue in the year In which Council 
obtains control over them. In the financial year ended 30 June 2012, and previous years, an equivalent amount was 
transferred from retained earnings to the relevant reserve until the funds were expended. Unspent non-reciprocal capital 
grants were placed in the Unspent capital grants reserve. During the course of the 2013 financial year council resolved to 
close all existing reserves and account for these restrictions using an internal management accounting system. Internal 
restrictions that have been placed on council's cash and cash equivalents are now disclosed in Note 11. 

Where grants are received that are reciprocal in nature, revenue is recognised as the various performance obligations under 
the fi.Ilding agreement are fulfilled. Council does not currently have any reciprocal g rants. 

Contributions for maintenance of gates and grids 

Council policy requires landowners to meet all costs of maintenance and replacement of gates and grids. Where 
maintenance is performed by a landowner directly, no recognition is made of either revenue or cost. When council performs 
such work and recovers from landowners, these revenues are brought to account as private works revenue in the year they 
are conducted. 

Sales revenue 

Sale of goods and services is recognised when the significant risks and rewards of ownership are transferred to the buyer, 
generally when the customer has taken undisputed delivery of the goods. 

Fees and charges 

Fees and charges are recognised upon unconditional entitlement to the funds. Generally this is upon lodgement of the 
relevant applications or documents, issuing of infringement notice or when the service is provided. 

Other Revenue 

Other revenues receivable by Council are recognised on an accrual basis. 

Interest received 

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

1.09 Financial assets and financial liabilities 

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

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

Financial assets 

Cash and cash equivalents (Note 1 .1 0) 

Receivables- measured at amortised cost (Note 1.11) 
Financial liabilities 

Payables - measured at amortised cost (Note 1.17) 

Borrowings - measured at amortised cost (Note 1 .19) 

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

A ll other disclosures relating to the measurement and financial risk management of financial instruments are included in Note 
29. 

1.10 Cash and cash equivalents 

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

1.11 Receivables 

Trade receivables are recognised at the amounts due at the time of sale or service delivery i.e . the agreed purchase price I 
contract price. Settlement of these amounts is required within 30 days from invoice date. 
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McKinlay Shire council 
Notes to the financial statements 
For the year ended 30 June 2014 

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

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

Because Council is empowered under the provisions of the Local Government Act 2009 to sell an owner's property to recover 
outstanding rate debts, Council does not impair any rate receivables. 

1.12 Inventories 

Inventories held for distribution are: 
- goods to be supplied at no or nominal, charge, and 
- goods to be used for the provision of services at no or nominal, charge. 
These goods are valued at cost. adjusted, when applicable. for any loss of service potential. 

1.13 Land held for resale 

Land acquired by Council with the intention of reselling it (with or without further development) is classified as inventory. This 
land is valued at the lower of cost or net realisable value. As an inventory item, this land held for resale is treated as a current 
asset. Proceeds from the sale of this land will be recognised as sales revenue on the signing of a valid unconditional contract 
of sale. 

1.14 Investments 

Tenn deposits in excess of six months are reported as investments, with deposits of less than six months being reported as 
cash equivalents. At 30 June 2014 Council did not have any tenn deposits in excess of six months. 

1.15 Property, plant and equipment 

Each class of property, plant and equipment is stated at cost or fair value less, where applicable, any accumulated 
depreciation and accumulated impairment loss. Items of plant and equipment with a total value of Jess than $5,000 are 
treated as an expense in the year of acquisition. All other items of property, plant and equipment are capitalised. All land 
assets are capitalised Irrespective of total value. 

Depreciation 

Land is not depreciated as it has an unlimited useful life. Depreciation on other property, plant and equipment assets is 
calculated on a straight-line 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. Management believe that the straight-line 
basis appropriately reflects the pattem of consumption of all Council assets. 

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

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

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

The depreciable amount of improvements to or on leasehold land is allocated progressively over the estimated useful lives of 
the improvements to the Council or the unexpired period of the lease, whichever is the shorter. 
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McKinlay Shire Council 
Notes to the financial statements 
For the year ended 30 June 2014 

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

For each class of depreciable asset the following range of useful lives has been adopted. 

Asset 
Land 

Buildings 

Other Structures 
Plant and Equipment 

Fleet vehicles 

Fleet machinery 
Other plant and equipment 

Office furniture & fittings 
Computer equipment 

other 
Roads and street infrastructure 

Roads (sealed) 
Roads (gravel) 

Roads (formed only) 
Bridges 
Drainage 

Water infrastructure 
Sewerage infrastructln! 

Acooisition of assets 

Range of estimated useful lives 
not depreciated 
40- 100 
20-50 

2-10 
5-15 
5-20 

3-5 
5-20 

7-100 
40- 100 
80-100 
60-80 
75 
30 -80 
25-75 

Acquisitions of assets are initially recorded at cost. Cost is determined as the fair value of the assets given as consideration 
plus costs incidental to the acquisition, including freight in, architect's fees and engineering design fees and all other 
establishment costs. 

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

Caoital and ooerating expenditure 
Wage and materials expenditure incurred for the acquisition or construction of assets are treated as capltal 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. 

Valuation 

Land, buildings and other structures and all infrastructure assets are measured on the revaluation basis, at fair value, in 
accordance with AASB 116 Property, Plant & Equipment and AASB 13 Fair Value Measurement . Other plant and equipment 
and work in progress are measured at cost. 

Non-current physical assets measured at fair value are revalued, where required, so that the carrying amount of each class of 
asset does not m aterially differ from its fair value at the reporting date. This is achieved by engaging Independent. 
professionally qualified valuers to determine the fair value for each class of property, plant and equipment assets at least 
once every 3 - 5 years. This process involves the valuer physically sighting a representative sample of Council assets across 
all asset classes and making their own assessments of the condition of the assets at the date of inspection. 

In the intervening years, Council management assess the condition and cost assumptions associated with all infrastructure 
assets, the results of which are considered in combination with an appropriate cost index for the region. Together these are 
used to form the basis of a management valuation for infrastructure asset classes in each of the intervening years. With 
respect to the valuation of the land, buildings and other structures asset classes in the intervening years, management may 
engage independent, professionally qualified valuers to perform a "desktop" valuation. A desktop valuation involves 
management providing updated Information regarding additions, delet ions and changes in assumptions such as useful life, 
residual value and condition rating. The valuer then determines suitable indices which are applied to each of these asset 
classes. 
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McKinlay Shire Council 
Notes to the financial statements 
For the year ended 30 June 2014 

An analysis performed by management has indicated that. on average, the variance between an indexed asset value and the 
valuation valuers performed is not significant and the indices used by Council are sound. Further details in relation to valuers, 
the methods of valuation and the key assumptions used are disclosed in Note 28. 

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

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

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

Capital work in progress 

The cost of property, plant and equipment being constructed by the Council includes the cost of purchased services, 
materials, direct labour and an appropriate proportion of labour overheads. 

Land under roads 

Land under roads acquired before 30 June 2008 Is recognised as a non-current asset where the Council holds title or a 
financial lease over the asset. The McKinlay Shire Council currently does not have any such land holdings. 

Land under the road network within the Council area that has been dedicated and opened for public use under the Land Act 
1994 or the Land Title Act 1994 is not controlled by council but is controlled by the state pursuant to the relevant legislation. 
Therefore this land is not recognised in these financial statements. 

1.16 lmpalnnent of non-current assets 

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

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

Where an impairment loss subsequently reverses, the cartying amount of the asset is increased to the revised estimate of its 
recoverable amount, but so that the increased carrying amount does not exceed the carrying amount that would have been 
determined had no Impairment loss been recognised for the asset in prior years. A reversal of an impairment loss is 
recognised as income unless the asset is carried at a revalued amount, in which case the reversal of the impairment loss is 
treated as a revaluation surplus increase. 

1.17 Payables 

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

1.18 Employee benefits 

Liabilities are recognised for employee benefits such as wages and salaries, annual leave and long service leave in respect 
of services provided by the employees up to the reporting date. Liabilities for employee benefits are assessed at each 
reporting date. Where it is expected that the reave will be paid in the next twelve months the liability is treated as a current 
liability. Otherwise the liability is treated as non-current. 

Salaries and wages 
A liability for salaries and wages is recognised and measured as the amount unpaid at the reporting date at current pay rates 
in respect of employees' services up to that date. This liability represents an accrued expense and is reported in Note 16 as 
a payable. 
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McKinlay Shire Council 
Notes to the financial statements 
For the year ended 30 June 2014 

Annual leave 

A liability for annual leave is recognised. Amounts expected to be settled within 12 months (the current portion) are calculated 
on current wage and salary levels and includes related employee on-costs. Amounts not expected to be settled within 12 
months (the non-current portion) are calculated on projected future wage and salary levels and related employee on-costs, 
and are discounted to present values. This liability represents an accrued expense and is reported in Note 16 as a payable. 

Superannuation 

The superannuation expense for the reporting period is the amount of the contribution the Council makes to the 
superannuation plan which provides benefits to its employees. Details of those arrangements are set out in Note 24. 

Long service leave 

A liability for long service leave is measured as the present value of the estimated future cash outflows to be made in respect 
of services provided by employees up to the reporting date. The value of the liability is calculated using current pay rates and 
projected future increases in those rates and includes related employee on-costs. The estimates are adjusted for the 
probability of the employee remaining in the Council's employment or other associated employment which would result in the 
Council being required to meet the Hability. Adjustments are then made to allow for the proportion of the benefit earned to 
date, and the result is discounted to present value. The interest rates attaching to Commonwealth Government guaranteed 
securities at the reporting date are used to discount the estimated future cash outflows to their present value. This liability is 
reported in Note 18 as a provision. 

1.19 Borrowings and borrowing costs 

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

In accordance with the Local Government Regulation 2012 council adopts an annual debt policy that sets out council's 
planned borrowings for the next nine years. Council's current policy is to only borrow for capital projects and for a term no 
longer than the expected life of the asset. Council also aims to comply with the Queensland Treasury Corporation's 
borrowing guidelines and ensure that sustainabllity Indicators remain within acceptable levels at all times. 

A ll borrowing costs are expensed in the period in which they are incurred. No borrowing costs are capitalised on qualifying 
assets. 

1.20 Asset revaluation surplus 

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

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

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

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

1.21 Retained surplus 

In reference to the comparative figures for the year ended 30 June 2013, this represents the amount of Council's net funds 
not set aside in reserves to meet specific future needs. 
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McKinlay Shire Council 
Notes to the financial statements 
For the year ended 30 June 2014 

1.22 Reserves 

Council's cash and cash equivalents are subject to a number of internal restrictions that limit the amount that is available for 
discretionary or future use. In prior years council accounted for these restrictions using a system of reserves. During the 
course of the 2013 financial year council resolved to close all existing reserves and account for these restrict ions using an 
internal management accounting system. Internal restrictions that have been placed on council's cash and cash equivalents 
are now disclosed in Note 11. 

The former reserves operated as follows: 

Future capital works reserve 

This reserve represented amounts set aside for future capital asset needs of Council. The amounts formally reported in this 
reserve at balance date are now disclosed as internal restrictions on cash in note 11. 

Asset replacement reserve 

Council maintained funds for ongoing plant and other asset replacements. These amounts are now disclosed in note 11. 

1.23 National competition policy 

The Council has reviewed its activities to identify its business activities and resolved not to apply the Code of Competitive 
Conduct to general business activities or building certification activities performed by Council as defined by LGA s761, hence 
the code of competitive conduct is not applicable to these activities. See Note 30. 

1.24 Rounding and comparatives 

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

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

1.25 Trust funds held for outside parties 

Funds held in the trust account on behalf of outside parties include funds for prepaid funerals, security deposits lodged and 
key holding deposits paid into the trust account by the Council. The Council performs only a custodian role in respect of 
these monies and because the monies cannot be used for Council purposes, they are not considered revenue nor brought to 
account in the financial statements. 

The monies are disclosed in the notes to the financial statements for information purposes only in Note 25. 

1.26 Carbon Pricing 

The Clean Energy Legislation (Carbon Tax RepeaQ Act 2014 abolished the carbon pricing mechanism established by the 
Clean Energy Act 2011. 

Council operates a number of small landfill facilities that have annual emission of carbon dioxide equivalent that are well 
below the individual site threshold of 25,000 tonnes and as such Council has not incurred a Carbon Pricing obligation as at 30 
June 2014 

1.27 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 ATO is shown as an 
asset or liability respectively. 
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McKinlay Shire Council 
Notes to the financial statements 
For the year ended 30 June 2014 

2. Analysis of Results by Function 

2(a) Components of council functions 

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

Finance and administration 
Includes financial management, human resources, customer services, council elections, public relations, 
organisational development, councillor remuneration and expenses. 

Utilities 
Includes construction and maintenance of water and sewerage infrastructure. 

Engineering services 
Includes construction and maintenance of roads, stormwater drainage and plant and depot operations and 
maintenance. 

Community services and economic development 
Includes economic development, tourism, aged care and disabled services, cultural services, malntenance of parks, 
gardens, public amenities, recreational reserves, sporting facilities, caravan park, swimming pool and other 
community services. 

Environmental health and community laws 
Includes environment issues, workplace health and safety, animal control, pest management, stock routes, refuse 
collection and disposal, town planning and local laws administration. 
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McKinlay Shire Council 
Notes to the financial statements 
For the year ended 30 June 2014 

2 Analysis of results by function 
(b) Income and expenses defined between recurring and capital are attributed to the following functions: 

Year ended 30 June 2014 
Functions Gross program income Total Gross program expenses 

Recurrent Capital income Recurrent Capital 

Grants Other Grants Other 
2014 2014 2014 2014 2014 2014 2014 

$ $ $ $ $ $ $ 
Finance and 2,664,731 2,198,806 - 1,605 4,865,142 (1 ,957,258) -
administration 

Utilities 440,312 5,344 432,141 - 877,797 (509,918) -
Engineering Services - 11,318,782 4,342,390 - 15,661,172 (12,734,520) (3,433,333) 
Community services & - 665,978 227,343 . 893,321 (2,556,864) -
economic development 

Environmental health & 127,526 194,734 - - 322,260 (1 ,499,937) -
community laws 

Total Council 3,232,569 14,383,644 5,001,874 1,605 22,619,692 (19,258,497) (3,433,333) 

Year ended 30 June 2013 
Functions Gross program income Total Gross program expenses 

Recurring Capital income Recun1ng Capital 
Grants Other Grants Other 
2013 2013 2013 2013 2013 2013 2013 

$ $ $ $ $ $ $ 
Finance and 4,491,588 2,025,739 . - 6,517,327 (1 ,961,801) (186,202) 
administration 

Utilities 425,400 2,006 30,000 - 457,406 (570,513) -
Engineering Services - 4,752,977 4,032,129 - 8,785,106 (6,597,103) -
Community services & - 500,123 505,586 - 1,005,709 (2,833,124) . 
economic development 
Environmental health & 87,984 227,280 . - 315,264 (1,540,732) -
community laws 

r~ \ Total Council 5,004,972 7,508,125 4,567,715 - 17,080,812 (13,503,271) (186,202 

=-l ~0 .-)> 
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Total Net result Net Assets 
expenses from recurrent Result 

operations 
2014 2014 2014 2014 

$ $ $ $ 
(1,957,258) 2,906,279 2,907,884 13,498,094 

(509,918) (64,262) 367,879 7,395,352 
(16, 167,853) (1,415,738) (506,681) 138,612,930 
(2,556,864) (1 ,890,886) (1,663,543) 5,088,081 

(1,499,937) (1 ,177,677) (1,177,677) -
(22,691,830 (1 ,642,284) (72,138) 164,594,457 

Total Net result Net Assets 
expenses from recurring Result 

operations 
2013 2013 2013 2013 

$ $ $ $ 
(2, 148,003) 4,555,526 4 ,369,324 15,113,348 

(570,513) (143, 107) (113,107) 7,101,279 
(6,597,103) (1 ,844,126) 2,188,003 139,222,278 
(2,833, 124) (2,333,001) (1,827,415) 565,495 

(1,540, 732) ( 1,225,468) (1,225.468) 211 

(13,689,473) (990,174) 3,391,339 162,002,610 



McKinlay Shire Council 
Notes to the financial statements 
For the year ended 30 June 2014 

Council 
2014 2013 

Note $ $ 
3 Revenue analysis 

(a) Rates, levies and charges 
General rates 2,270,281 2,216,041 

water 293,787 284,054 

Sewerage 188,554 181,294 

G~rbage charges 103,297 96,675 

Total rates, levies and charges 2,855,919 2,778,064 

Less: Discounts (239,234) (255,004) 

Less: Pensioner remissions (22, 179) (21,485) 

Net rates, levies and charges 2,594,506 2,501,575 

(b) Fees and charges 
Caravan Park Fees 191,118 121,435 

Aged care fees 60,000 60,450 

Livestock saleyard fees 48,712 86,832 

Animal registration & controls 5,899 4,534 

Stock route fees 127,525 123,329 

Other fees and charges 59,737 42,007 

492,991 438,587 

(c) Interest received 

Interest received from term deposits 339,870 529,922 

Interest from overdue rates and utility charges 32,344 3,552 

372,214 533,474 

(d) Sales revenue 

Flood damage recoverable works 267,266 978,766 
RMPC & APPC revenue 8,663,644 2,077,724 

Other recoverable work 1,801,880 693,163 

10,732,790 3 ,749,653 

Total sales revenue 10,732,790 3,749,653 

The amount recognised as revenue for contract revenue during the financial year Is the amount receivable in 
respect of invoices issued during the period. There are no contracts in progress at the year end. The contract 
work carried out is not subject to retentions. 

(e) Other revenue 
Insurance claim 
Other income 

4 Grants, subsidies, contributions and donations 

(a) Recurrent 
State government subsidies and grants 

Commonwealth government subsidies and grants 

(b) Capital 
State government subsidies and grants 

Commonwealth government subsidies and grants 
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46,787 
144,357 
191,144 

3,167,625 

64,944 
3 ,232,569 

4,427,289 

574,585 
5,001 ,874 

178,407 
106,429 

284,836 

4,981,745 

23,227 
5,004,972 

4,005,742 
561 ,973 

4,567,715 
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McKinlay Shire Council 
Notes to the financial statements 
For the year ended 30 June 2014 

Conditions over contributions 
Note 

2014 
$ 

Council 
2013 

$ 

Contributions recognised as income during the reporting period and which were obtained on the condition that 
they be expended in a manner specified by the contributor but had not been expended at the reporting date: 

Non-reciprocal grants for expenditure on infrastructure 615,059 
615,059 

Contributions recognised as income during a previous reporting period that were obtained in respect of the 
current reporting period: 

Non-reciprocal grants for expenditure on infrastructure 

5 Capital income 

Gain on the disposal of non-current assets 
Proceeds from the sale of property, plant and equipment 

Less: Book value of property, plant and equipment disposed of 

Total capital income 

6 Employee benefits 

Total staff wages and salaries 
Councillors' remuneration 
Annual, sick and long service leave entitlements 
Superannuation 

Other employee related expenses 

Less: Capitalised employee expenses 

24 

3,604 

(2,000) 

1,604 

1,604 

3,375,487 
172,909 
569,920 
363,370 

4,481,686 
32,053 

4 ,513,739 
(352,821) 

4,160,918 

3,422,389 
177,354 
610,158 
403,436 

4,613,337 
(6,926) 

4,606,411 
(508,387) 

4,098,024 

Councillor remuneration represents salary, and other allowances paid in respect of carrying out their duties. 

Total Council employees at the reporting date: 
Elected members 
Administration staff 
Depot and outdoors staff 
Total full time equivalent employees 

7 Materials and services 

Administration costs 
Airport operating costs 
Audit Services 
Caravan park costs 
Community service expenses 
Council housing expenses 
Flood damage expenses 
Parks & gardens expenses 

Plant operating costs 

Pool expenses 
Road & Street maintenance 
Recoverable works 
Sports & rec facilities 
Stock route & livestock expenses 
Tourism expenses 
Water & Sewerage costs 
Weed control expenses 
Other materials and services 
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2014 
5 

12 
46 
63 

560,807 
66,549 
47,000 

169,376 
350,286 
164,959 
66,975 

332,646 

1 '197, 107 

241 ,008 
909,694 

5,846,824 
226,260 
265,365 
126,773 
222,940 
36,101 
20,178 

10,850,848 

2013 
5 

12 
48 
65 

491,993 
58,139 
30,000 

141,324 
355,510 
185,154 
111,006 
338,412 

1,284,729 

211 ,451 
330,203 
391,648 
252,581 
258,809 

94,283 
269,479 
161 ,339 
163,064 

5,129,124 

Q/>.0 
certified statements 
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8 

9 

10 

11 

council 

2014 2013 
Note $ $ 

Finance costs 

Finance costs charged by the Queensland Treasury Corporation 59,121 109,195 

Bank charges 4,529 5,318 

Impairment of debts 2,040 
63,650 116,553 

Depreciation 

Depreciation of non-current assets 
Buildings 246,087 179,565 

Office furniture & fittings 28,605 52,512 

Plant & equipment 681,258 603,468 

Road & streets infrastructure 2,771,481 2,906,174 
Water infrastructure 139,671 139,287 

Sev.rerage infrastructure 110,892 88,858 

Other structures 205,088 189,707 

4,183,081 4,159,570 

Total depreciation 4,183,081 4,159,570 

Capital expenses 

Loss on the disposal of non current assets 

Proceeds from sale of property plant & equipment 598,501 
Less: Book value of property plant & equipment disposed of (784,703) 

(186,202) 

Total capital expenses (186,202) 

Cash and cash equivalents 

Cash at bank and on hand 328,638 14,846 
Deposits at call 10,992,502 12,625,128 

Balance per Statement of Cash Flows 11,321,140 12,639,974 

Cash and deposits at call are held with Suncorp Bank in normal term deposits and business cheque 
accounts. The Suncorp Bank currently has a short term S&P credit rating of A-1 and a long term credit rating 
of A+. 

Deposits are also held with the Queensland Treasury Corporation in a capital guarenteed cash fund. The 
Queensland Treasury Corporation has a AA credit rating. 

Councils cash and cash equivalents are subject to a number of internal and external restrictions that limit 
amounts available for discretionary or future use. These include: 

Externally imposed expenditure restrictions at the reporting date relate to the following cash assets: 

Unspent government grants and subsidies 

•Internally imposed expenditure restrictions at the reporting date: 

Future capital works 
Asset replacement reserve 

Tota I unspent restricted cash 

• These restrictions v.rere previously allocated as reserves 

Page 17 

615,059 

2,101,000 
30,000 

2,746,059 

40,000 
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For the year ended 30 June 2014 

12 Trade and other receivables 

Current 
Rateable revenue and utility charges 
Other debtors 
Less impairment 
Prepayments 

Note 
2014 

$ 

Council 

140,371 
822,041 

(6,000) 
99,507 

1,055,919 

2013 

$ 

27,368 
1,203,830 

(6,000) 
100,049 

1,325,247 

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

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

Opening balance at 1 July 6,000 6,000 

Impairment Debts written off during the year 

Additional impairments recognised 

Impairments reversed 

Closing Balance at 30 June 6,000 6,000 

13 Inventories 

Inventories for consumption 
Stores & raw materials 155,742 124,564 

155,742 124,564 

Land purchased for development and sale 14 1,259,711 1,259,711 

Total inventories 1,415,453 1,384,275 

14 Land purchased for development and sale 
Opening Balance 1,259,711 1.402,170 
Development costs 5,560 
Less: Cost of development land sold (148,019) 

1,259,711 1,259,711 
Classified as 
Current 13 1,259,711 1,259,711 

1,259,711 1,259,711 

Land held for development and sale is held at the lower of cost or net realisable value. 
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15 

@ 

Basis of measurement 

Asset values 
Opening gross value as at 1 July 2013 
Additions 

30-Jun-14 Note 

Disposals 5 
Write off of flood damaged roads on statement of 
comprehensive income 

Revaluation adjustment to other comprehensive 19 
lncome(asset revaluation surplus) 

Transfers between classes 

Closing gross value as at 30 June 2014 

Accumulated depreciation and impairment 
Opening balance as at 1 July 2013 

Depreciation provided in period 9 

Depreciation on disposals 5 
Write off of flood damaged roads on statement of 
comprehensive income 

Revaluation adjustment to asset revaluation surplus 19 
Transfers between classes 
Accumulated depreciation as at 30 June 2014 

Total wtitten down value as at 30 June 2014 

Residual value 

Range of estimated useful life in years 

Additions comprise: 

Renewals 
Other additions 

<::!; 1 Total additions 
"" (1) o..o 
!!.'.}> 
~0 
Cll 
3 
Cl) 
::l u; 

Land Buildings 

Fair Value Fair Value 

$ $ 
1,030,000 23,830,010 

- -
(2,000) -

- -

- 361,588 

- 116,199 

1,028,000 24,307,797 

- 5,515,602 

- 246,087 

- -
- -

- 87,002 

- -
- 5,848,691 

1,028,000 18,459,106 

1,028,000 8,630,683 

Land : Not 40- 100 
depreciated. 

$ $ 

-
- -

Office Plant and Road & Street 
Furniture & equipment Infrastructure 

Fittings 

Cost Cost Fair Value 

$ $ $ 
473,814 6,957,915 151,447,101 

- 362,325 -
- - (136,816) 

- - (4,911 ,576) 

- - 3,628,498 

- 8,776 372,904 

473,814 7,329,016 150,400,111 

367,420 2,361,020 45,745,637 

28,605 581,258 2,771,481 

- - (136,816) 

- - (1,478,244) 

- - 1,159,559 

- - -
396,025 3,042,278 48,061,617 

77,789 4,286,738 102,338,494 

- 2,160,563 43,047,152 

3-20 2-20 7-100 

$ $ $ 

- -
- 362,325 

- 362,325 -
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Water Sewerage Other Work in Total 
Infrastructure lnfrastrucutre Structures progress 

Fair Value Fair Value Fair Value Cost 

$ $ $ $ $ 
7,077,732 7,156,022 11,824,713 616,134 210,413,441 

- - - 8,375,961 8,738,286 
(2,500) - - - (1 41,316) 

- - - - (4,911 ,576) 

147,144 151,461 182,014 - 4,470,705 

65,191 198,976 229,211 (991,257) -
7,287,567 7 ,506,459 12,235,938 8,000,838 218,569,540 

3,522,508 3,648,663 2,599,478 - 63,760,327 
139,671 110,892 205,088 - 4,183,081 

(2,500) - - - (139,316) 

- - - - (1 ,478,244) 

75,441 77,395 42,349 - 1,441,748 

- - - - -
3,735,120 3,835,950 2,846,915 - 67,767,595 

3,552,447 3,669,509 9,389,023 8,000,838 150,801,945 1 

1,387,745 1,032,812 3, 110,151 - I 

30-80 25-75 20-50 - ! 

-- -- --- --- -- -

$ $ $ $ $ 
3,125,956 3,125,956 

- 5,250,005 5,612,330 

- - - 8,375,961 8,738,286 
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30-Jun-13 Note 

Basis of measurement 
Asset values 
Opening gross value as at 1 July 2012 
Additions at cost 
Disposals 
Transfers betvveen classes 

Closing gross value as at 30 June 2013 

Accumulated depreciation and impairment 
Opening balance as at 1 July 2012 

5 

Depreciation provided in period 9 
Depreciation on disposals 5 
Transfers betvveen classes 
Accumulated depreciation as at 30 June 2013 

Total written down value as at 30 June 2013 

Residual value 

Range of estimated useful life in years 

Land 

Fair Value 

$ 
1,011 ,902 

-
(10,000) 
28,098 

1,030,000 

-
-
-
-

-

1,030,000 

1,030,000 

Land: Not 
depreciated. 

Buildings 

Fair Value 
$ 

21 ,603,172 

-
(217,260) 

2,444,098 
23,830,010 

6,039,883 
179,565 

(106,491) 
(597,355) 

5,515,602 

18,314,408 

8 ,630,683 
40-100 

Office Plant and Road & Street 
Furniture & equipment Infrastructure 

Fittings 

Cost Cost Fair Value 

$ $ $ 
442,818 7,240,169 144,559,083 

30,996 1,363,299 -
- (1,406,245) -
- (239,308) 6,668,018 

473,814 6,957,915 151,447,101 

314,908 2,739,172 42,348,373 
52,512 603,468 2,906,174 

- (742,311) -
- (239,309) 491 ,090 

367,420 2,361,020 45,745,637 

106,394 4,596,895 105,701.464 

- 2,331,053 43,047,152 

3-20 2-20 7-100 
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Water Seworage Other Work in Total I 
Infrastructure I nfrastrucutre Structures progreu 

I 
Fair Value Fair Value Fair Value Cost 

I 

$ $ $ $ 
6,971 ,335 6,019,358 10,846,447 1,947,738 200,642,022 

- - - 10,010,629 11,404,924 

- - - - (1 ,633,505) 
106,397 1,136,664 978,266 (11 ,342,233) -

7,on.732 7,156,022 11 ,824,713 616,134 210,413,441 

3,466,313 3,629,805 1,911,105 - 60,449,559 ' 
139,287 88,858 189,707 - 4,159,570! 

- - - - (848,802) 
(83,092) (70,000) 498,666 - -

3,522,508 3,648,663 2,599,478 - 63,760,327 

3,555,224 3,507,359 9,225,235 616,134 146,653,114 

1,387,745 1,032,812 3,110,1 51 -
30-80 25-75 20-50 -

- - - -- - - - -
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16 Trade and other payables 

Current 
Creditors and accruals 
Annual leave 

Other entitlements 

Non-current 

Annual leave 

17 Borrowings 

Current 
Loans - Queensland Treasury Corporation 

Non-current 
Loans- Queensland Treasury Corporation 

Loans - Queensland Treasury Corporation 

Opening balance at beginning of financial year 

Loans raised 

Principal repayments 
Book value at end of financial year 

Note 

Council 

2014 2013 
$ $ 

1 ,437,137 1,278,861 
282,017 246,765 

18,386 17,352 
1,737,540 1,542,979 

86,796 61,646 
86,796 61,646 

180,895 564,510 

180,895 564,510 

368,296 549,130 

368,296 549,130 

1,113,640 1,833,925 

(564,449) (720,285) 
549,191 1,113,640 

The loan market value at 30 June 2014 is $575,029. This represent the value of the debt if the Council repaid it at that date . 
As it is the intention of Council to hold the debt for its term, no provision is required to be made to the accounts. The 
interest rates on Queensland Treasury Corporation borrowings range from 5.76% to 7.04%. Based on the current level of 
repayments the final repayment dates vary from August 2014 to June 2017. Borrowings are all in Australian dollars and 
guaranteed by the Queensland State Government. 

18 Provisions 

Current 
Long service leave 

Non-current 

Long service leave 

Details of movements in provisions: 

Long service leave 
Balance at beginning of financial year 

Long service leave entitlement arising 

Long Service entitlement extinguished 

Long Service entitlement paid 

Balance at end of financial year 
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67,014 
67,014 

268,056 
268,056 

355,306 

40,638 

(60,874) 

335,070 

71,061 
71,061 

284,245 
284,245 

426,130 

64,179 

(135,003) 

355,306 
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19 Asset revaluation surplus 

Movements in the asset revaluation surplus were as 
follows: 
Balance at beginning of financial year 

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

Land 

Buildings 

Road & streets infrastructure 

Water infrastructure 

Sewerage Infrastructure 

Other structures 

Balance at end of financial year 

Asset revaluation surplus analysis 

Note 
2014 

$ 

Council 

35,310,793 

274,586 

2,468,939 

71,703 

74,066 

139,665 

38,339,752 

The closing balance of the asset revaluation surplus comprises the following asset categories: 

Land 574,294 
Buildings 7,906,072 
Road & streets infrastructure 24,258,730 

Water infrastructure 2,554,381 
Sewerage Infrastructure 1,648,318 

Other structures 

20 Retained surplus 

Movements in the retained surplus were as follows: 

Retained surplus at beginning of financial year 

Net result attributable to Council 

Transfers (to)/ from capital reserves for future capital project 
funding, or from reserves funds that have been expended or 
closed: 

Future capital works reserve 

Asset replacement reserve 

Retained surplus at end of financial year 

21 Reserves 

21 

1,397,957 
38,339,752 

123,61 8,246 

(72, 138) 

123,546,108 

2013 

$ 

35,310,793 

35,310,793 

574,294 
7,631,486 

21,789,791 

2,482,678 
1,574,252 

1,258,292 
35,310,793 

117,511,908 

3,391,339 

2,515,000 

200,000 

123,618,246 

Council's cash and cash equivalents are subject to a number of internal restrictions that limit the amount that is available 
for discretionary or future use. In prior years council accounted for these restrictions using a system of reserves. 

During the course of the 2013 financial year, council resolved to close all existing reserves and account for these 
restrictions using an internal management accounting system. 

The internal restrictions that have been placed on council's cash and cash equivalents are now disclosed in Note 11. 

Reserves held for funding future capital expenditure 

Future capital works reserve 

Asset replacement reserve 

Constrained works reserve 

Reserves held for funding future recurrent expenditure 

Future recurrent expenditure reserve 

Total reserves 
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Movements in capital reserves: 

Future capital works reserve 

Balance at beginning of financial year 

Transfer from retained surplus for future expenditure 

Transfer to the retained surplus/capital due to the closure of 

Balance at end of financial year 

Asset replacement reserve 

Balance at beginning of financial year 

Transfer from retained surplus for future expenditure 

Transfer to the retained surplus/capital due to the closure of 

Balance at end of financial year 

22 Commitments for expenditure 

The Mckinlay Shire Council does not have any current contractual commitments. 

23 Contingentliabilities 

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

Local Government Mutual 

2,515,000 

(2 ,515, 000) 

200,000 

(200,000) 

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

As at 30 June 2014 the financic:tl statements reported an accumulated surplus and it is not anticipated any liability will arise. 

Local Government Workcare 

The Council is a member of the Queensland local government worker's compensation self-insurance scheme, Local 
Government Workcare. Under this scheme the Council has provided an indemnity towards a bank guarantee to cover bad 
debts which may remain should the self insurance licence be cancelled and there was insufficient funds available to cover 
outstanding liabilities. Only the Queensland Government's workers compensation authority may call on any part of the 
guarantee should the above circumstances arise. The Council's maximum exposure to the bank guarantee is $88,432. 

24 Superannuation 

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

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

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

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

The Accumulation Benefits Fund (ABF) 

The ABF is a defined contribution scheme as defined in AASB 119. Council has no liability to or interest in the ABF other 
than the payment of the statutory contributions as required by the Local Government Act 2009 . 

Council does not have any employees who are members of the CDBF and, therefore, is not exposed to the obligations, 

The Regional DBF is a defined benefit plan as defined in AAS8119. The Council is not able to a ccountfor the Regional 
DBF as a defined benefit plan in accordance INith AASB119 because the scheme is unable to account to the Council for its 
proportionate share of the defined benefit obligation, plan assets and costs. The funding policy adopted in respect of the 
Regional DBF is directed at ensuring that the benefits accruing to members and beneficiaries are fully funded as they fall 
due. 

To ensure the ongoing solvency of the Regional DBF, the scheme's trustee can vary the rate of contributions from relevant 
local government employers subject to advice from the scheme's actuary. As at the reporting date, no changes had been 
made to prescribed employer contributions which remain at 12% of employee assets and there are no known requirements 
to change the rate of contributions. 
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Any amount by which the fund is over or under funded would only affect future benefits and contributions to the Regional 
DBF, and is not an asset or liability of the Council. Accordingly there is no recognition in the financial statements of any 
over or under funding of the scheme. 

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

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

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

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

There are currently 71 councils contributing to the Regional DBF plan and any changes in contribution rates would apply 
equally to all71 councils. McKinlay Shire Council made less than 4% of the total contributions to the plan in the 2013-14 

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

The amount of superannuation contributions paid by Council to 
the scheme in this period for the benefit of employees was: 

25 Trust funds 

Trust funds held for outside parties 

Monies collected or held on behalf of other entities yet to be 
paid out to or on behalf of those entities 

Security deposits 

Note 
6 

2014 

$ 

Council 

363,370 

65,390 

5,432 

70,822 

2013 

$ 

403,436 

2,828 

1,650 
4,478 

The Council performs only a custodial role in respect of these monies. As these funds cannot be used by the Council, 
they are not brought to account in these financial statements. 

26 Reconciliation of net result for the year to net cash Inflow (outflow) from operating activities 

Net result 
Non-cash items: 

Depreciation and amortisation 

Write-off of flood damaged roads 

Revaluation adjustments 

Investing and development activities: 

Net (profit)lloss on disposal of non-current assets 

Capital grants and contributions 

Changes in operating assets and liabilities: 

(Increase)/ decrease in receivables 

(lncrease)/decrease in inventory 

lncrease/(decrease) in payables 

Increase!( decrease) in other provisions 

Net cash inflow from operating activities 

27 Events after the reporting period 

There were no material adjusting events after the balance date. 
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(72,138) 

4 ,183,081 

3 ,433,333 

7.616,414 

(1,604) 

(5,001,874) 

(5,003,478) 

269.328 

(31 ,178) 

219,711 

(20,236) 

437,625 

2,978,423 

3,391 ,339 

4 ,159 ,570 

4,159,570 

186,202 

(4,567,717) 

(4,381,515) 

1,502,013 

159,476 

(368,950) 

(70,824) 

1,221,715 

4,391,109 
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28 Fair Value Measurements 

(I) Recognised fair value measurements 

Council measures and recognises the following assets at fair value on a recurring basis: 

Property, plant and equipment 

- Land 

- Buildings 

- Road & streets infrastructure 

Water Infrastructure 

- Sewerage Infrastructure 

- Other structures 

Council does not measure any liabilities at fair value on a recurring basis. 

Council has assets and liabilities which are not measured at fair value, but for which fair values are disclosed in other notes. 

Council borrowings are measured at amortlsed cost with interest recognised in profit or loss when incurred. The fair value of borrowings 
disclosed in note 17 Is provided by the Queensland Treasury Corporation and represents the contractual undiscounted cash flows at balance 
date (level 2). 

The carrying amounts of trade receivables and trade payables are assumed to approximate their fair values due to their short-term nature 
(Level2). 

In accordance with AASB 13 fair value measurements are categorised on the following basis: 

• Fair value based on quoted prices (unadjusted) in active markets for identical assets or liabilit ies (Level1) 

- Fair value based on inputs that are directly or indirectly observable for the assei or liability (level2) 

Fair value based on unobservable inputs for the asset and liabili!y (level 3) 

The following table categorises fair value measurements as either level 2 or level 3 in accordance with AASB 13. Council does not have any 
assets or liabilities measured at fair value which meet the criteria for categorisation as level 1. 

The fair values of the assets are determined using valuation techniques which maximise the use of observable data, where it is available, 
and minimise the use of entity specific estimates. If all significant inputs required to fair value an asset are observable, the asset is included 
in level 2. If one or more ofthe significant inputs is not based on observable market data, the asset is included in level 3. This is the case for 
non residential Council buildings, road and street infrastructure and water and sewerage infrastructu re assets, which are of a specialist 
nature for which there is no active market for similar or identical assets. These assets are valued using a combination of observable and 
unobservable inputs. 

The table presents the Council's assets and liabilities measured and recognised at fair value at 30 June 2014. Comparative information has 
not been provided as allowed by the transitional provisions of AASB 13 Fair Value Measurement 

At 30 June 2014 

Recurring fair value 

Land 

Buildings 

- Commercial Buildings 

- Residential Buildings 

Road & streets 
infrastructure 

Water infrastructure 

Sewerage infrastructure 

Other structures 

Note 

15 

15 

15 

15 

15 

15 

Level 2 

(Significant other 
observable inputs) 

$ 

1,028,000 

1,835,768 

2,863,768 

Level3 

(Significant 
unobservable inputs) 

$ 

16,623,338 

102,338,494 

3,552,447 

3,669,509 . 

9,389,023 . 

135,572,811 
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Total 

$ 

1,028,000 

16,623,338 

1,835,768 

1 02,338,494 

3,552,447 

3,669,509 

9,389,023 

138,436,579 



McKinlay Shire Council 
Notes to the financial statements 
For the year ended 30 June 2014 

There were no transfers between levels 1 and 2 during the year, nor between levels 2 and 3. 

Council's policy is to recognise transfers in and out of the fair value hierarchy levels as at the end of the reporting period. 

(II) Valuation techniques used to derive fair values for level 2 and level3 valuations 

Council adopted AASB13 Fair Value Measurement for the first time this financial year and has reviewed each valuation to ensure 
compliance with the requirements of the new standard. There have been no changes in valuation techniques as a result of this review. 

Specific valuation techniques used to value Council assets comprise: 

Land (level 2) 

Land fair values were determined by independent valuer, Australian Pacific Valuers (APV} as at 1 July 2012. Level 2 valuation inputs were 
used to value land in freehold Iitle as well as land used for special purposes, which is restricted in use under current zoning rules. Sales 
prices of comparable land sites in close proximity are adjusted for differences in key al1ributes such as property size. The most significant 
Inputs Into this valuation approach are price per square metre. 

Council undertook a residential and industrial subdivision in a previous period. Council undertook this as a developer and as such the land 
has been dassifled as inventory. As an inventory asset, the carrying value has been determined as the lower of cost or realisable value. The 
fair value of the land was determined using the sales comparison approach described in the preceding paragraph. 

Buildings & Other structures (level2 and 3) 

The last comprehensive valuation of buildings and other structures was undertaken by Australian Pacific Valuers (APV) as at1 July 2012. 
These valuations have again been internally assessed by management as at 30 June 2014 who are of the opinion that there has been no 
material change in the value of these assets. Notwithstanding this, management determined it appropriate to apply an Index adjustment in 
line with the Australian Bureau of Statistics, Queensland Building Construction Index. Management believes this to be the most appropriate 
readily available index. 

Current replacement cost 

Reference asset replacement costs for bundings and other structures were compiled for asset valuations by reference to actual costs 
incurred for some of the subject assets, for similar asset Improvements constructed within the North West Queensland region and also 
supported by reference to available data prepared and provided by construction cost consultants and quantity surveyors. Costs are adjusted 
to account for regional location of the subject properties being away from the major supply centres or due to being in a different location to 
some of the other assets recently constructed. Differences associated with time factors (date of construction of similar improvements and 
date of compilation of cost data in comparison to valuation date) have also been accounted for. 

Cost data 

Reference asset replacement cost for the structural complexes have been compiled primarily by reference to actual costs for similar 
improvements constructed in the North West Queensland region and also supported by reference to construction cost consuHants and 
quantity surveyors compiled data and available documentation. Costs are Indexed to account for the location of the subject properties as 
opposed to costing applicable to other locations. 

Accumulated Depreciation 

The depreciation rates applied for the valuation process are generally based on a gradual deterioration In the assets over time, but also 
account for abnormal adverse depreciation with accelerated depreciation in rates being applied if considered appropriate. Where there has 
been refurbishment works completed, the depreciation rate has been adjusted to account for the improved condition to the asset. 

When considering the estimate remaining life of each of the assets, consideration has been given to the construction, present age, condition, 
serviceability, climate conditions and present and potential utilisation. Investigations have been made into the lifespan of the assets to better 
understand the factors influencing sustainable physical, functional and economic asset life expectancy. This has been combined with general 
information collated by the valuer over an extended period working in the region. 

Life expectancy 

The valuation as assessed Is based on the asset life expectancy. The remaining life of an asset has been determined by inspection and 
reference to its general physical condition, d esign and economic and functional utility . Obsolescence as well as physical depreciation has 
been considered. 
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There is no market for Council's building and other structure assets as these are held to provide essential services to the community. As the 
Council buildings and other structure assets are of a specialist nature and there Is no active market for the assets, fair value has been 
determined on the basis of replacement with a new asset having similar service potential including allowances for preliminaries and 
professional fees. The gross current values have been derived by reference to market data for recent projects and castings guides issued by 
the Australian Institute of Quantity Surveyors, Rawlinson's (Australian Construction Handbook). As the subject structures are located In a 
regional area, far removed from a coastal centre. adjustments were required to the applicable absolute castings, to account for additional 
costs incurred in transporting materials and labour onsite. Where a depth of market can be identified, the net value of a building asset is the 
difference between the market value of the asset as a whole (including land) and the market value of the land component. 

Where a depth of market can be identified, the net value of a building asset Is the difference between the market value of the asset as a 
whole (including land) and the market value of the land component. Where there is no depth of market, the net current value of a building 
asset is the gross current value less accumulated depreciation calculated to reflect the consumed or expired service potential of the asset. 

In determining the level of accumulated depreciation the asset has been disaggregated into significant components which exhibit useful 
lives. Allowance has been made for the typical asset life cycle and renewal treatments of each component, residual value at the time the 
asset is considered to be no longer available for use and the condition of the asset. Condition was assessed taking into account both 
physical characteristics as well as holistic factors such as functionality, capability, utilisation and obsolescence. 

Significant unobservable 
Input 

Condition rating 

Remaining useful life 

Residual value 

Infrastructure assets (level 3) 

Range of inputs 

100%-0% 

10-60 years 

$0-$50,000 

Relationship of unobservable inputs to fair value 

The higher the condition rating, the lower the fair value. 

The longer the remaining useful life, the higher the fair value 

The higher the residual value the higher the fair value. 

The last comprehensive valuation of Council infrastructure classes was undertaken by Australian Pacific Valuers (APV) as at 1 July 2012. 
These valuations have again been internally assessed by management as at 30 June 2014 who are of the opinion that there has been no 
material change in the value of these assets. Notwithstanding this, management determined it appropriate to apply an index adjustment In 
line with the Australian Bureau of Statistics, Queensland non Building Construction Indices. Management believes these to be the most 
appropriate readily available indices applicable to Council. 

All Council infrastructure assets were fair valued using written down current replacement cost. This valuation comprises the asset's current 
replacement cost (CRC) lel!s accumulated depreciation calculated on the basis of such cost to reflect the already consumed or expired 
future economic benefits of the asset. Council first determined the gross cost of replacing the full service potential of the asset and then 
adjusted this amount to take account of the expired service potential of the asset. 

CRC was measured by reference to the lowest cost at which the gross futtxe economic benefits of the asset could currently be obtained in 
the normal course of business. Where existing assets were over designed, had excess capacity, or were redundant an adjustment was 
made so that the resulting valuation reflected the cost of replacing the existing economic benefits based on an efficient set of modern 
equivalent assets to achieve the required level of service output within the council's planning horizon. 

There is no market for Council's roads & streets, water and sewerage infrastructure assets, as these are held to provide essential services 
to the community. For the purpose of assessing fair value for financial reporting purposes, value has been determined primarily by using the 
depreciated current replacement cost methodology. Considerations in the calculations have been the type and size of the individual 
infrastructure asset, construction materials used, level of finish, fiXtures installed within, and the location of the assets. As the subject 
structures are located In a regional area, far removed from a coastal centre, adjustments were required to the applicable absolute castings, 
to accooot for additional costs incurred in transporting materials and specialist labour onsite. 

In relation to the assessment of the estimation of the remaining useful life of each structure it is considered that the calculations should be 
done on the basis of the overall structure, with individual elemental depreciation figures being acceptable and Included Where considered 
appropriate. This is due to the nature of the structures, whereby it is considered that the different identifiable construction elements making 
up the total structure would not depreciate at the same rate per annum or have the same overall total life expectancy. 

When considering the estimated remaining life of each of the assets, consideration has been given to the construction, present age, 
condition, serviceability, climate conditions, and present and potential utilisation. Investigations have been made into the lifespan of the 
Infrastructure assets to better understand the factors influencing sustainable physical, functional and economic asset life-expectancy. This 
has been combined with general information collated by APV over an extended period working in North West Queensland. 
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To accurately assess the value of the infrastructure assets, the valuer carried out an inspection of the assets (where practical), calculated 
the size of each asset, and recorded structural details. The general condition, total life expectancy and actual residual life expeclancy for the 
infrastructure assets have also been established as a result of the inspections carried out. 

Reference asset replacement costs for the road & street, water and sewerage infrastructure assets have been compiled by reference to 
actual costs incurred for some of the subject assets, for similar asset improvements constructed within the North West Queensland region, 
and also supported by reference to available data prepared and provided by construction cost consultants and quantity surveyors. Base 
costs have also been adjusted to account for the location of the subject assets, and their distance from a coastal centre. 

Indexation considerations 

The asset revaluation index for engineering construction, building cost construction indices and other relevant cost data indicates that prices 
for civil engineering WOI1<. has increased but that this increase has not significant and is not considered material to the relevant asset classes. 
Nol'Mthstanding this, management has considered it appropriate to apply an index adjustment to the carrying values of these asset classes 
in line With the relevant indices as published by the Australian Bureau of Statistics. Management has considered the suitability of these 
Queensland indices to North West Queensland and believe anecdotal evidence is supportive of their appropriateness and localised 
applicability. 

The unit rates (labour and materials) and quantities applied to determine the CRC of an asset or asset component were based on a 
"Greenfield" assumption meaning that the CRC was determined as the full cost of replacement with a new asset including components that 
may not need to be replaced, such as earthworks. The DRC was determined using methods relevant to the asset class as described under 
individual asset categories below. 

Road and street infrastructure 

Current replacement cost 

Council categorises its road infrastructure into urban and rural roads and the further sub-categorises these into sealed and unsealed roads. 
All road segments are then componentised into formation, pavement and seal (where applicable). Council assumes that environmental 
factors such as soil type, climate and topography are consistent across each segment. Council also assumes a segment is designed and 
constructed to the same standard and uses a consistent amount of labour and materials. 

CRC was calculated by reference to asset linear and area specifications, estimated labour and material inputs, services costs, and overhead 
allocations. II is assumed that all raw materials can be sourced locally. All direct costs were allocated to assets at standard usage quantities 
according to recently completed similar projects. Where construction is outsourced, CRC was based on the average of completed similar 
projects over the last few years. Reference was also made to recent costs for construction works with the region. 
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Accumulated depreciation 

In determining the level of accumulated depreciation, roads were disaggregated Into significant components which exhibited different useful 
lives and based on that applicable and observable in North West Queensland. 

Sensitivity of valuation to unobservable inputs 

As detailed above Council road & street infrastructure has been valued using written down current replacement cost. This method utilises a 
number of Inputs that require judgement and are therefore classed as unobservable. While these judgements are made with the greatest 
care, and based upon past experience, different judgements could result in a different valuation. The table below summarises that changes 
in the most significant unobservable inputs would have on the valuation. 

Significant 
Range of inputs 

Relationship of unobservable Inputs to fair 
unobservable input value 

NumberofLabourhou~ 5-100h~llinear metre or sqm 
The higher the labour hours, the higher the fair 
value 

Standand material usage Varies depending upon the type of The higher the usage quantities, the higher the fair 
quantities material value 

Condition rating 
1 - 1 0 (with 1 being the highest and 1 0 The higher the condition rating, the lower the fair 
the lowest) value. 

Remaining useful life 7-100 years 
The longer the remaining useful life, the higher the 
fair value. 

$0 - $300,000 (by component) 
The higher the residual value the higher the fair 

Residual value value. 

Water and Sewerage lntrastructure 

Current replacement cost 

Current replacement cost was calculated based on expected replacement costs. In all cases the assets were disaggregated to component 
level to ensure a reliable measure of cost and service capacity and deterioration of estimated remaining life. 

Consistent with roads. it is assumed that environmental factors such as soil type, climate and topography are consistent across each 
segment and that a segment is designed and constructed to the same standard and uses a consistent amount of labour and materials. 
Where assets are located underground and physical inspection Is not possible, the age, size and type of construction material together with 
the current and planned maintenance records are used to determine the fair value at reporting date. Construction estimates were determined 
on a similar basis to roads. 

APV's cost models were derived from the following sources: 

• APV database 

. Schedule rates for construction of asset or similar assets 

• Cost curves derived by APV 

• Building Price Index tables 

• Recent contract and tender data 

• Rawlinson's Rates for building and construction 

Factors taken into account In determining replacement costs Included: 

• Development facto~ - the area in which development takes place (e.g. rural areas would have little or no 
restoration requirements, whereas a high density area would have large amounts of high quality footpaths, road 
pavements and associated infrastructure that would require reinstatement. and would also require traffic control) . 

• Soil factors - The types of soil or other surface material (e.g. areas where soil is sandy are difficult to excavate 
and would require shoring while areas where the soil is generally free of rock would not present any great difficulty for 
excavation). 
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Accumulated depreciation 

In detennining accumulated depreciation, assets were either subject to a site inspection or an assessment to determine remaining useful life. 
Where site inspections were conducted Q.e. for active assets), the assets were allocated a condition assessment, which was used to 
estimate remaining useful life as tabled below: 

Condition rating 
Internal management 

Condition description Description explanation 
Remaining useful 

expanded condition rating life o/o 

1 1 • 2 As new/ excellent Asset "as new" 95% of useful life 

Asset is reliable, asset 
operates as intended and 
its appearance and 
structural integrity is up to 
the standard expected of 

2 3 - 4 Good an operating asset. 75% of useful life 

Asset is reliable and 
operates as intended, but 
its appearance and 
structural integrity are 

3 5-6 Fair questionable. 50% of useful life 

Asset still operates, but 
does not meet intended 
duty or does not appear 

4 7-8 Poor sound. 25% of useful life 
Asset is not functioning/ 
needs immediate 

5 9-10 Unserviceable attention. 5% of useful life 

Where site inspections were not conducted (i.e. for passive assets and active assets for which no site inspections were undertaken). the 
remaining useful life was calculated on an age basis after taking into consideration current and planned maintenance records. 

2(b) Water and Sewerage Infrastructure- Sensitivity of valuation to unobservable inputs 

The method used to value councils' water and sewerage assets utilises a number of Inputs that require judgement and are therefore classed 
as unobservable. While these judgements are made with the greatest care, and based upon years of experience. different judgements could 
result in a different valuation. The table below summarises the effect that changes in the most significant unobservable inputs would have 
on the valuation: 

Significant unobservable input Range of inputs 
Relationship of unobservable inputs to fair 

value 

Standard material usage quantities Varies depending upon the The higher the usage quantities, the higher the fair 
type of material value 

Condition rating (useful life) 1 - 1 0 as specified above 
The higher the condition rating, the lower the fair 
value. 

Remaining useful life 4 -SO years 
The longer the remaining useful life, the higher the 
fair value. 

$0 -$100,000 (by The higher the residual value the higher the fair 
Residual value component) value. 

(iii) Changes in Fair Value Measurements using significant unobservable Inputs (level 3} 

The changes in lever 3 assets with ~ecurring and non rectxring fair value measurements are detailed in Note 15 (property, plant and 
equipment). There have been no transfers between level1 ,2 or 3 measurements during the year. 

(iv) Valuation processes 

Council's valuation policies and procedures are set by the executive management team which comprises the Chief Executive Officer and 
Finance Officer. They are reviewed annually taking into consideration an analysis of movements in fair value and other relevant information. 
Council's current policy for the valuation of property, plant and equipment Is set cutin note 1.15. Non-recurring fair value measurements are 
made at the point of reclassification by a registered valuer. 
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29 Financiallnstruments 

The McKinlay Shire Council has exposure to the following risks arising from financial instruments: 
- credit risk 
- liquidity risk 
-market risk 

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

Financial risk management 

The McKinlay Shire Council is responsible for the establishment and oversight of the risk management framewort, together 
with developing and monitoring risk management policies. 

Council's management approves policies for overall risk management, as well as specifically for managing credit, liquidity and 
market risk. 

The Councirs risk management policies are established to identify and analyse the risks faced, to set appropriate limits and 
controls and to monitor these risks and adherence against limits. The Council aims to manage volatility to minimise potential 
adverse effects on the financial performance of the Council. 

The McKinlay Shire Council does not enter into derivatives. 

Credit risk 

Credit risk is the risk of financial loss if a counterparty to a financial instrument fails to meet its contractual obligations. These 
obligations arise principally from the Council's investments and receivables from customers. In the case of rate receivables, 
the Council has the power to sell the property to recover any defaulted amounts. In effect this po'Ner protects the Council 
against credit risk in the case of these debts. In other cases Council assesses the credit risk before providing goods or 
services and applies normal business credit protection procedures to minimise the risk. 

The Council is exposed to credit risk through its investments with the Queensland Treasury Corporation (QTC) and deposits 
held with the Suncorp Bank. The QTC cash fund is an asset management portfolio that invests with a wide variety of high 
credit rating counterparties. Deposits are capital guaranteed. The Suncorp deposits, whilst not capital guaranteed, the Jiklihood 
of credit failure is remote. 

By the nature of Councils operations, there is a geographical concentration of risk in the Council's area. Because the area is 
largely operated by pastoralists, there is also a concentration in the grazing sector. 

No collateral is held as security relating to the financial assets held by McKinlay Shire Council. 

The following table represents the maximum exposure to credit risk based on the carrying amounts of financial assets at the 
end of the reporting period: 

Note 2014 2013 
Financial assets $ $ 

Cash and cash equivalents 11 11,321 ,140 12,639,974 
Receivables - rates 12 140,371 27,368 
Receivables - other 12 816,041 1,197,830 

Other credit exposures 
Guarantees 23 88,432 79,820 
Total financial assets 12,365,984 13,944,992 

Ageing of past due receivables and the amount of any impairment is disclosed in the following table: 

Fully 
30th June 2014 Performing <30 days 30 - 60 days 61 - 90 days Total 
Receivables 794,018 33,816 343 134,235 962,412 
Less impairment (6,000) (6,000) 
Net receivables 794,018 33,816 343 128,235 956,412 

Fully 
30th June 2013 Performing <30 days 30 - 60 days 61 • 90 days Total 
Receivables 796,718 229,705 169,731 35,043 1,231,197 
Less impairment (6,000) (6,000) 
Net receivables 796,718 229,705 169,731 29,043 1,225,197 
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Liquidity risk 

Liquidity risk refers t o the situation where the Council may encounter difficulty in meeting obligations associated with financial 
liabilites that are settled by delivering cash or another financial asset. The Council is exposed to liquidity risk through its trading 
in the normal course of business and borrowings from Queensland Treasury Corporation for capital works. 

The following table sets out the liquidity risk in relation to financial liabilities held by the Council. It represents the remaining 
contractual cashflows (principal and interest) of financial liabilities at the end of the reporting period, excluding the impact of 
netting agreements: 

Council 

0 to 1 year 1 to 5 years Over 5 years Total Carrying 
contractual amount 
cash flows 

$ $ $ $ $ 
2014 
Trade and other payables 1,737,540 86,796 1,824,336 1,737,540 
Loans -QTC 207,973 392,729 600,702 576,269 

1,945,513 479,525 2,425,038 2,313,809 
2013 
Trade and other payables 1,542,978 61 ,646 1,604,624 1,604,624 
Loans- QTC 615,285 600,143 1,215,428 1,113,640 

2,158,263 661,789 2,820,052 2,718,264 

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

Market risk 

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

In terest rate risk 

The McKinlay Shire Council is exposed to interest rate risk through investments and borrowings with QTC and investments 
held with financial institutions. 

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

Sensitivity 
Sensitivity to interest rate movements is shown for variable financial assets and liabilities based on the carrying amount at 
reporting date. 

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

Net carrying Effect on Net Result Effect on Equity 
amount 1% increase 1% decrease 1% Increase 1% decrease 

Council $ $ $ $ $ 
2014 
Financial assets 11,321,140 113,211 (113,211) 113,211 {113,211) 
Financial liabilit ies 549,191 5,492 (5,492) 5,492 (5,492) 
Net total 118,703 (118,703) 118,703 (118,703) 
2013 
Financial assets 12,639,974 126,400 {126,400) 126,400 (126,400) 
Financial liabilities 1,113,640 11 ,136 (11 ,136) 11,136 (11,136) 
Net total 137,536 (137,536) 137.536 (137,536) 
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McKinlay Shire Council 
Notes to the financial statements 
For the year ended 30 June 2014 

30 National Competition Polley 

Activities to which the code of competitive conduct applies: 

A "business activity" of a local government is is divided into 2 categories: 

(a) Roads building activity means: 

(i) The construction or maintenance of State controlled roads for which the local government submits an offer 
to carry out worl<. in response to a tender invitation other than through a sole supplier arrangement; or 

(ii) Submission of a competitive tender for the construction or maintenance on the local government's road 
which the local government has put out to tender, or called for by another local government. 

(b) Other business activity (previously referred to as type 3 activities) means the following: 

(i) trading in goods and services to clients in competition with the private sector ; or 

(ii) the submission of a competitive tender in the local government's own tendering process in competition with 
others for the provision of goods and services to itself. Excluded activities are (a) library services and (b) an 
activity or part thereof prescribed by legislation. 

There are no activities to which the Code of Competitive Conduct (CCC) applies in respect of the financial year ended 30 June 
2014. 
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McKinlay Shire Council 
Financial statements 
For the year ended 30 June 2014 

Management Certificate 
For the year ended 30 June 2014 

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

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

(i) the prescribed requirements of the Local Government Act 2009 and Local Government Regulation 2012 for !he establish men! and 
keeping of accounts have been complied with in all material respects; and 

(ii} the general purpose financial statements, as set out on pages 1 to 33, present a true and fair view, in accordance with Australian 
Accounting Standards, of the Council's transactions for the financial year and financial position at the end of the year. 

L:J_!l I 
r~L/\ 
-- ..L./.--

~nda Murphy 
Date:ci)() ,JQ_,J1f-

Chief Executive Officer 
Aaron Childs 
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INDEPENDENT AUDITOR'S REPORT 

To the Mayor of McKinlay Shire Council 

Report on the Financial Report 

I have audited the accompanying financial report of McKinlay Shire Council, which comprises 
the statement of financial position as at 30 June 2014, the statement of comprehensive 
income, statement of changes in equity and statement of cash flows for the year then ended, 
notes comprising a summary of significant accounting policies and other explanatory 
information, and certificates given by the Mayor and the Chief Executive Officer. 

The Council's Responsibility for the Financial Report 

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

Auditor's Responsibility 

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

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

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

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

Opinion 

In accordance with s.40 of the Auditor-General Act 2009 -

(a) I have received all the information and explanations which I have required; and 

(b) in my opinion -

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

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

Other Matters • Electronic Presentation of the Audited Financial Report 

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

Queensland Audit Office 
Brisbane 



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

Measures of Financial Sustainability 

Council's performance at 30 June 2014 against key financial ratios and targets: 

Operating surplus ratio 

Asset sustainability ratio 

Net financial liabilities ratio 

Note 1 - Basis of Preparation 

How the measure is calculated 

Net result (excluding capital 
items) divided by total operating 
revenue (excluding capital items) 

Capital expenditure on the 
replacement of assets 
(renewals) divided by 
depreciation expense. 

Totalliabi~lies less current 
assets divided by total operating 
revenue (exd uding capital items) 

Actual­
Council 

Target 

-11.3% Betwoen 0% 
and 10% 

74.7% greater tnan 
90% 

-62.9% not greater than 
60% 

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

Certificate of Accuracy 
For the year ended 30 June 2014 

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

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

Datei1J_,_}J2-'l#-

Chief e .. cutiv• Officer 
Aaron Childs 

oat~/0 ,J!:i 



INDEPENDENT AUDITOR'S REPORT 

To the Mayor of McKinlay Shire Council 

Report on the Current-Year Financial Sustainability Statement 

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

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

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

Auditor's Responsibility 

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

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

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

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

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

Opinion 

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

Emphasis of Matter- Basis of Accounting 

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

Other Matters - Electronic Presentation of the Audited Statement 

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

D. ;&oy · 

DASTOLUPA 
(as Delegate of the Auditor-General of Queensland) 

Queensland Audit Office 
Brisbane 



McKinlay Shire Council 
Long-Term Financial Sustalnability Statement 
Prepared as at 30 June 2014 

Projected for the years ended 

Measures of Financial Sustainability Measure Target Actuals at 30 30 June 30 June 30 June 30 June 30 June 30 June 30 Jooe 30 .la1e 30 Jooe 

Council 

Operating surplus ratio 

Asset sustainabmty ratio 

Net financial liabilities ratio 

McKinlay Shire Council's Financial Management 

Net result divided by total 
operating revenue 

Capital expenditure on the 
replacement of assets 
(renewals) divided by 
depreciation expense. 
Total liabilities less current 
assets divided by total 
operating revenue 

Between O% 
and 10% 

greater than 
90% 

not greater 
than SO% 

June 2014 2015 201 6 2017 2018 2019 2020 2021 2022 2023 

-9.3% -0.8% 6.5% 6.4% 6.8% 7.8% 8.0% 8.3% 8.7% 9.0% 

74.7'llo 156.8% 90.4% 91 .7% 89.8% 105.9% 100.6% 97.6% 100.0% 102.5% 

-62.9% -17.0% -20.0% -24.0% -27.0% -27.0% -29.0% -31.0% -32.0% -34.0% 

Council measures revenue and expenditure trends over time as a guide to future requirements and to make decisions 
about the efficient allocation of resources to ensure the most effective provision of services. Council ensures that its 
financial management strategy is prudent and that its long-term financial forecast shows a sound financial position 
whilst also being able to meet the community's current and future needs. 

Certificate of Accuracy 
For the long-term financial sustalnablllty statement prepared as at 30 June 2014 

This lon!J-1errn financial sustalnability statement has been prepared pursuant to Section 178 of the Local Government Regulation 2012 (lhe regulation). 

In accordance lll'ith Section 212(5) of the Regulation we certify thallhis long-term financial sustainability statement has been accurately calc[jated. 

1(!.';? 
£~.~,: 

(!__ 
Chief Exeeut;ve Officer 

Aaron Childs 

Date: ~ ,J...Q_,.i.!J:_ Date: 2,p ,../.!2_;.J..!i_ 
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