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Audit and Risk Committee
7 December 2020

Terms of Reference
Established: 11 May 2010
Elected member appointments
Appointment expiry October 2021

Remuneration

Nil

Committee overview
Membership

Deputy Lord Mayor Sanday Anghie
Cr Brent Fleeton
Cr Catherine Lezer
One external independent member (Current member - Robert Maurich) Term expires
26 August 2021
Deputy Members
Lord Mayor Basil Zempilas
Cr Rebecca Gordon

Objectives

To oversee the risk management, internal controls, legislative compliance and external
audit processes of the City, including receipt of the auditor’s statements and
management reports.
Delegated authority Yes
Meetings
Frequency

Quarterly and as required

Average duration

Two hours

Venue

Committee Room One, Council House

Open to the public Yes
The Audit and Risk Committee’s role, in accordance with Regulation 16 of the Local Government (Audit)
Regulations 1996, is to:
a. guide and assist the local government in carrying out:
i.
its functions under Part 6 of the Act;
ii.
its functions relating to other audits and other matters related to financial management; and
b.

functions in relation to audits conducted under Part 7 of the Act. review a report given to it by the
CEO under regulation 17(3) (the CEO’s report) and is to —

c.
d.

report to the council the results of that review; and
give a copy of the CEO’s report to the Council.

monitor and advise the CEO when the CEO is carrying out functions in relation to a review under —
a. regulation 17(1); and
b. the Local Government (Financial Management) Regulations 1996 regulation 5(2)(c);
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support the auditor of the local government to conduct an audit and carry out the auditor’s other duties
under the Act in respect of the local government;
oversee the implementation of any action that the local government —
a. is required to take by section 7.12A(3); and
b. has stated it has taken or intends to take in a report prepared under section 7.12A(4)(a); and
c. has accepted should be taken following receipt of a report of a review conducted under regulation
17(1); and
d. has accepted should be taken following receipt of a report of a review conducted under the Local
Government (Financial Management) Regulations 1996 regulation 5(2)(c);
perform any other function conferred on the audit committee by these regulations or another written
law.
The Committee may provide guidance and assistance to the local government regarding:
a. other matters to be audited;
b. the scope of audits; and
c. financial, risk and compliance management functions as prescribed in the Local Government Act
1995; as well as
d. other matters specified in these Terms of Reference.
The Committee may resolve to request the Chief Executive Officer (CEO) to provide any information or
make arrangements to provide independent expert advice, as appropriate and required by the
Committee in order to fulfil its duties and responsibilities
The Committee is to review and make recommendations to the Council regarding:
a. Financial Management
i.
the annual Financial Statements with a view to being satisfied as to their accuracy and
timeliness and the inclusion of prescribed disclosures and information;
ii.
changes in accounting practices, policies and material changes in accounting treatment,
providing advice on the appropriateness of implementation strategies; and
iii.
the City’s financial status and performance.
b. Risk Management
i.
the City’s risk management strategies and policies;
ii.
the adequacy of the City’s risk management systems and practices; and
iii.
the management of strategic risks, identifying as appropriate, specific risks for more detailed
review and response.
c. Internal Controls
i.
the standard and effectiveness of the City’s corporate governance and ethical considerations;
ii.
the integrity, adequacy and effectiveness of the City’s financial and administration policies,
systems and controls in providing financial and governance information which:
• is accurate and reliable;
• complies with legislative obligations and requirements; and
• minimises the risk of error, fraud, misconduct or corruption; and
iii.
the efficiency and effectiveness on achievement of objectives
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d.

Legislative Compliance
i.
the integrity, adequacy and effectiveness of the City’s systems and controls for legislative
compliance;
ii.
the level of compliance with legislative obligations as well as the City’s policies;
iii.
the CEO’s report on the review of the City’s legislative Compliance systems, at least once
triennially; and
iv.
the annual statutory Compliance Audit.
e. Internal and External Audit Planning and Reporting
i.
the integrity, adequacy and effectiveness of the City’s Internal Audit Plan and External Audit
Plan;
ii.
reports, findings and recommendations arising from Internal and External Audits;
iii.
the audit of the City’s Annual financial statements;
iv.
the integrity, adequacy and effectiveness of the management response and any actions
proposed to be taken to address issues raised by the Internal or External Auditor; and
v.
the oversight and monitoring of implementation of agreed actions.
Delegated Authority 1.1.3 – Audit and Risk Committee provides authority for the Committee to fulfil the
duty of the Council to meet with the City’s External Auditor at least once per year [s.7.12A(2)].

Page 4

Audit and Risk Committee
7 December 2020

Table of Contents
1. Declaration of Opening .......................................................................................................6
2. Acknowledgement of Country ............................................................................................6
3. Attendance .........................................................................................................................6
3.1 Apologies and Members on Leave of Absence ...................................................................7
4. Confirmation of Minutes ....................................................................................................7
5. Correspondence .................................................................................................................7
6. Disclosures of Interests.......................................................................................................7
7. Reports ...............................................................................................................................7

8. Matters for which the meeting may be closed................................................................ 27
9. Motions of which Previous Notice has been Given ......................................................... 32
10. General Business.............................................................................................................. 32
11. Items for Consideration at a Future Meeting .................................................................. 32
12. Closure ............................................................................................................................. 32

Page 5

Audit and Risk Committee
7 December 2020

1.

Declaration of Opening

The Presiding Member formally declared the Audit and Risk Meeting for the City of Perth open at 4.31pm.

2.

Acknowledgement of Country

The Presiding Member gave an Acknowledgement of Country:
I respectfully acknowledge the Traditional Owners of the land on which we meet, the Whadjuk Nyoongar
people of Western Australia, and pay my respects to Elders past and present. It is a privilege to be standing
on Whadjuk Nyoongar country.

3.

Attendance

Members in attendance
Deputy Lord Mayor

Sandy Anghie

Councillors

Brent Fleeton
Catherine Lezer

Councillors in attendance
Cr Bain
Cr Gobbert
Officers in attendance
Chief Executive Officer

Michelle Reynolds

General Manager Corporate Services

Bill Parker

Project Director Strategic Finance (CFO)

Michael Kent

Internal Audit and Risk Manager

Bronwyn Rose

Assistant Internal Auditor

Niloha Mendoza

Risk & Business Continuity Officer

Tess Jackson

ICT Coordinator (Technology Infrastructure)

Anthony Sharpe

Financial Controller

Ann Thampoe
(Arrived 4.36pm Departed 4.53pm)

Governance Officer

Vanessa Phillips
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External Presenters in attendance
Ernst Young

Fiona Drummond
(Arrived 4.36pm Departed 4.53pm)

Ernst Young

Ruth Fowlie
(Arrived 4.36pm Departed 4.53pm)

Office of the Auditor General

Patrick Arulsinhham
(Arrived 4.36pm Departed 4.53pm)

3.1

Apologies and Members on Leave of Absence

Independent Member – Robert Maurich

4.

Confirmation of Minutes

Nil.

5.

Correspondence

Nil.

6.

Disclosures of Interests

Nil.

7.

Reports
Election of a Presiding Member – Audit and Risk Committee

Responsible Officer

Michelle Reynolds, Chief Executive Officer

Voting Requirement

Absolute Majority

Attachments

Not applicable

Purpose
The Audit and Risk Committee is to appoint the Presiding Member through an election in accordance with
section 5.12 and schedule 2.13, division 1 of the of the Local Government Act 1995.

Recommendation
Not applicable.
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Background
At its meeting held on 24 November 2015, Council resolved to establish the Audit and Risk Committee Terms
of Reference as follows:
1.

The Audit and Risk Committee’s role, in accordance with Regulation 16 of the Local Government
(Audit) Regulations 1996, is to provide guidance and assistance to the local government regarding:
a.
the matters to be audited;
b.
the scope of audits; and
c.
financial, risk and compliance management functions as prescribed in the Local Government
Act 1995; as well as
d.
other matters specified in these Terms of Reference.

2.

The Committee may resolve to request the Chief Executive Officer (CEO) to provide any
information or make arrangements to provide independent expert advice, as appropriate and
required by the Committee in order to fulfil its duties and responsibilities.

3.

The Committee is to review and make recommendations to the Council regarding:
a.
i.
ii.
iii.

Financial Management
the annual Financial Statements with a view to being satisfied as to their accuracy and
timeliness and the inclusion of prescribed disclosures and information;
changes in accounting practices, policies and material changes in accounting treatment,
providing advice on the appropriateness of implementation strategies; and
the City’s financial status and performance.

b.
i.
ii.
iii.

Risk Management
the City’s risk management strategies and policies;
the adequacy of the City’s risk management systems and practices; and
the management of strategic risks, identifying as appropriate, specific risks for more detailed
review and response.

c.
i.

Internal Controls
the standard and effectiveness of the City’s corporate governance and ethical
considerations;
the integrity, adequacy and effectiveness of the City’s financial and administration policies,
systems and controls in providing financial and governance information which:
• is accurate and reliable;
• complies with legislative obligations and requirements; and
• minimises the risk of error, fraud, misconduct or corruption; and
the efficiency and effectiveness on achievement of objectives.

ii.

iii.
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d.
i.
ii.
iii.
iv.
e.
i.
ii.
iii.
iv.
v.
vi.

Legislative Compliance
the integrity, adequacy and effectiveness of the City’s systems and controls for legislative
compliance;
the level of compliance with legislative obligations as well as the City’s policies;
the CEO’s report on the review of the City’s legislative Compliance systems, at least once
biennially; and
the annual statutory Compliance Audit.
Internal and External Audit Planning and Reporting
the process to select and the appointment of an External Auditor;
the integrity, adequacy and effectiveness of the City’s Internal Audit Plan and External Audit
Plan;
reports, findings and recommendations arising from Internal and External Audits;
the audit of the City’s Annual financial statements;
the integrity, adequacy and effectiveness of the management response and any actions
proposed to be taken to address issues raised by the Internal or External Auditor; and
the oversight and monitoring of implementation of agreed actions.

Delegated Authority 1.1.3 – Audit and Risk Committee provides authority for the Committee to fulfil the duty
of the Council to meet with the City’s External Auditor at least once per year [s.7.12A(2)].
Membership:
Membership (Members appointed at the Special Council Meeting held 20 October 2020):
Members:
Deputy Lord Mayor Anghie
Cr Fleeton
Cr Lezer
Mr Rob Maurich – Independent Member

Deputy:
Lord Mayor Zempilas
Cr Gordon

Quorum:
Two
Terms Expire:
Local Government Elections October 2021

Discussion
1.

The interview panel for the external member vacancy noted that acting as the chair may compromise
the independence and objectivity of the external member, in providing advice to the Committee as well
as not being in accordance with best practice.

2.

The procedure for electing a Presiding Member is to be conducted in accordance with section 5.12 and
schedule 2.3, division 1 of the Local Government Act 1995 (the ‘Act’):
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3.

CEO to preside
The CEO is to preside at the meeting until the office is filled.

4.

How Presiding Member is elected

(1)

The committee is to elect a committee member to fill the office of presiding member.

(2)

The election is to be conducted by the CEO in accordance with the procedure prescribed.

(3)

Nominations for the office of presiding member are to be given to the CEO in writing before the
meeting or during the meeting before the close of nominations.

(3a) Nominations close at the meeting at a time announced by the CEO, which is to be a sufficient time
after the announcement by the CEO that nominations are about to close to allow for any
nominations made to be dealt with.
(4)

If a committee member is nominated by another committee member the CEO is not to accept the
nomination unless the nominee has advised the CEO, orally or in writing, that he or she is willing
to be nominated for the office of the presiding member.

(5)

The committee members are to vote on the matter by secret ballot as if they were electors voting
at an election.

(6)

Subject to clause 5(1), the votes cast under subclause (5) are to be counted, and the successful
candidate determined, in accordance with Schedule 4.1 (which deals with determining the result
of an election) as if those votes were votes cast at an election.

(7)

As soon as is practicable after the result of the election is known, the CEO is to declare and give
notice of the result in accordance with regulations, if any.

5.

Votes may be cast a second time

(1)

If when the votes cast under clause 4(5) are counted there is an equality of votes between 2 or
more candidates who are the only candidates in, or remaining in, the count, the count is to be
discontinued and the meeting is to be adjourned for not more than 7 days.

(2)

Any nomination for the office of presiding member may be withdrawn, and further nominations
may be made, before or when the meeting resumes.

(3)

When the meeting resumes the committee members are to vote again on the matter by secret
ballot as if they were electors voting at an election.

(4)

The votes cast under subclause (3) are to be counted, and the successful candidate determined, in
accordance with Schedule 4.1 as if those votes were votes cast at an election.
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Stakeholder Engagement
Not applicable.

Decision Implications
If Audit and Risk Committee does not support the recommendation, then there will be no Presiding Member.

Strategic, Legal and Policy Implications
Strategic
Strategic Community Plan Aspiration:

Performance

Strategic Community Plan Objective:

A city led by a Council and supported by an
administration that is committed to sound strategy and
governance, excellence in customer service and effective
and sincere engagement with all stakeholders.
Objective 5.6
Decision-making that is ethical, informed and inclusive.

Issue Specific Strategies and Plans:

Not applicable.

Legal and Policy
Legislation:

Legal advice:

Section 5.8 of the Local Government Act 1995
Section 5.9(2) of the Local Government Act 1995
Section 5.12 of the Local Government Act 1995
Section 2.3, division 1 of the Local Government Act
1995
Not applicable.

Policy

Not applicable.

Financial Implications
There are no direct financial implications relating to the recommendation within this report.

Relevant Documents
Not applicable.
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Presiding Member Election
In accordance with section 5.12 and schedule 2.3, division 1 of the Local Government Act 1995:
a.

The CEO, as Returning Officer, requested nominations for the for the election of the presiding
member of the Audit and Risk Committee for the term ending 1 September 2021

b.

Deputy Lord Mayor Anghie nominated Cr Fleeton for the position of presiding member of the Audit
and Risk Committee

c.

Cr Fleeton accepted the nomination

d.

No further nominations were received

e.

The CEO declared Cr Fleeton as presiding member of the Audit and Risk Committee

Deputy Presiding Member Election
In accordance with section 5.12 and schedule 2.3, division 1 of the Local Government Act 1995:
a.

The CEO, as Returning Officer, requested nominations for the for the election of the deputy presiding
member of the Audit and Risk Committee for the term ending 1 September 2021

b.

Deputy Lord Mayor Anghie nominated Cr Lezer for the position of deputy presiding member of the
Audit and Risk Committee

c.

Cr Lezer accepted the nomination

d.

No further nominations were received

e.

The CEO declared Cr Lezer as deputy presiding member of the Audit and Risk Committee
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Annual Schedule of Meeting Dates 2021
Responsible Officer

Michelle Reynolds, Chief Executive Officer

Voting Requirement

Absolute Majority

Attachments

Attachment 7.2A – Proposed Audit and Risk Committee Meeting
Dates 2021

Purpose
To review and approve for advertising the schedule of Audit and Risk Committee meetings for 2021.

Recommendation
That the Audit and Risk Committee ADOPTS the Proposed Audit and Risk Committee Meeting Dates 2021 as
detailed in Attachment 7.2A.
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Background
1.

At the Council meeting held on 29 September 2020, Council adopted a Council Policy Review to revoke
CP Annual Schedule of Council and Committee Meetings in place of adopting the Governance
Framework Policy. The Governance Framework Policy includes a schedule for Elected Member
Engagement Sessions, Agenda Briefing Sessions and Council Meetings, however it does not include the
Audit and Risk Committee.

2.

Under Regulation 12 of the Local Government (Administration) Regulations 1996, the City is required to
determine a schedule of Council and Committee meetings and at least once annually provide a local
public notice of the date, time and place for each public meeting.

Discussion
3.

A schedule of Committee meetings dates provides Council, the Administration and the community
visibility of the meeting dates for 2021.

Stakeholder Engagement
Not applicable.

Decision Implications
4.

If the Committee does not support the recommendation, the City will not comply with Regulation 12 of
the Local Government (Administration) Regulations 1996.

Strategic, Legal and Policy Implications
Strategic
Strategic Community Plan Aspiration:

Performance

Strategic Community Plan Objective:

A city led by a Council and supported by an
administration that is committed to sound strategy and
governance, excellence in customer service and effective
and sincere engagement with all stakeholders.
Objective 5.6
Decision-making that is ethical, informed and inclusive.

Issue Specific Strategies and Plans:

Not applicable.
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Legal and Policy
Legislation:

Regulation 12 of the Local Government (Administration)
Regulations 1996

Legal advice:

Not applicable.

Policy

Not applicable.

Financial Implications
5.

There are no direct financial implications relating to the recommendation within this report.

Relevant Documents
Not applicable.

Amendment
Mover
Seconder

Cr Fleeton
Deputy Lord May Anghie

That the motion be amended to add a point 2 to read:
2.

RECOMMENDS that Council move a motion to remove the delegated authority 1.1.1 in order to close
all future Audit and Risk Committee meetings to the public.

Reason:

For
Against

To remove the Audit and Risk Committees delegated authority in order to close all future
meetings to the public.

Deputy Lord Mayor Anghie, Crs Fleeton and Lezer
None

CARRIED (3/0)
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Audit and Risk Committee Resolution (0712/01)
Mover
Seconder

Cr Fleeton
Cr Lezer

That the Audit and Risk Committee:
1. ADOPTS the Proposed Audit and Risk Committee Meeting Dates 2021 as detailed in Attachment 7.2A
2. RECOMMENDS that Council move a motion to remove the delegated authority 1.1.1 in order to close all
future Audit and Risk Committee meetings to the public.
CARRIED (3/0)
For
Against

Deputy Lord Mayor Anghie, Crs Fleeton and Lezer
None
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Audit Exit Interview and Presentation of the Audited Financial Statements for the Year
Ended – 30 June 2020
Responsible Officer

Bill Parker, General Manager Corporate Services

Voting Requirement

Absolute Majority

Attachments

Attachment 8.2A – Audited Financial Statements for the year ending
30 June 2020
Attachment 8.2B – OAG Closing Report (draft)
Attachment 8.2C – Management Letter (draft)

Purpose
To present the City’s audited Financial Statements for the period ending 30 June 2020 and provide a forum
for the audit exit interview wherein Ernst and Young, as auditors for the Office of the Auditor General (OAG),
and the OAG can present their opinion and management letter points.

Recommendation
That the Audit and Risk Committee ACCEPT the audited Financial Statements for the year ended 30 June 2020
as detailed in Attachment 7.3A.
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Background
1.

The Financial Statements for the year ended 30 June 2020 have been audited and will be signed by the
City of Perth Chief Executive Officer (CEO) and the Auditor General after acceptance by the Audit and
Risk Committee.

2.

The Financial Statements form part of the Annual Report which will be submitted for Council approval
at the Ordinary Council Meeting to be held on 15 December 2020.

Discussion
3.

The Financial Statements (Attachment 7.3A) address all statutory financial requirements imposed on
the City and comply with the Australian Accounting Standards.

Stakeholder Engagement
Not applicable.

Decision Implications
4.

To comply with Local Government regulations the Annual Report, containing the audited, signed
Financial Statements, is to be accepted by Council’s absolute majority no later than 31 December.
Before the Annual Report is presented to Council for this purpose the audited Financial Statements must
be accepted by the Audit and Risk Committee and then signed by the CEO and OAG.

Strategic, Legal and Policy Implications
Strategic
Strategic Community Plan
Aspiration:

Performance

Strategic Community Plan
Objective:

Objective 5.5

Issue Specific Strategies and
Plans:

Not applicable.

A city led by a Council and supported by an administration that
is committed to sound strategy and governance, excellence in
customer service and effective and sincere engagement with all
stakeholders.
A financial business model underpinned by a culture of cost
management, best value and strategic financial analysis that is
subject to ongoing oversight, transparency and accountability.
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Legal and Policy
Legislation:

Legal advice:

Section 6.4 of the Local Government Act 1995
Regulation 36 of the Local Government (Financial Management)
Regulations 1996
Regulations 9 and 10 of the Local Government (Audit)
Regulations 1996
Principle 6 of the State Records Principles and Standards 2002
Not applicable.

Policy

Not applicable.

Financial Implications
5.

There are no direct financial implications relating to the recommendation within this report.

Relevant Documents
Not applicable.
4.36pm

The Financial Controller, Fiona Drummond, Ruth Fowlie and Patrick Arulsinhham entered the
meeting.

Audit and Risk Committee Resolution (0712/02)
Mover
Seconder

Deputy Lord Mayor Anghie
Cr Lezer

That the Audit and Risk Committee ACCEPT the audited Financial Statements for the year ended 30 June 2020
as detailed in Attachment 7.3A.
CARRIED (3/0)
For
Against

Deputy Lord Mayor Anghie, Crs Fleeton and Lezer
None

4.53pm

The Chief Executive Officer, Financial Controller, Fiona Drummond, Ruth Fowlie and Patrick
Arulsinhham departed the meeting.

4.54pm

The Chief Executive Officer returned to the meeting.

Page 19

Audit and Risk Committee
7 December 2020

Internal Audit Plan 2020/21 – Information Communication and Technology (ICT)
Disaster Recovery Review – October 2020
Responsible Officer

Michelle Reynolds, Chief Executive Officer

Voting Requirement

Simple Majority

Attachments

Attachment 7.4A – ICT Disaster Recovery Review October 2020 Report

Purpose
To present the ICT Disaster Recovery Review October 2020 completed in accordance with the Internal Audit
Plan 2020/21.

Recommendation
That the Audit and Risk Committee RECOMMENDS that Council approves the report, ICT Disaster Recovery
Review October 2020, as part of the Internal Audit Plan 2020/21.
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Background
1.

An ICT Disaster Recovery Review October 2020 has been included within the Internal Audit Plan
2020/21. This plan was approved by the Audit and Risk Committee and Council in May and June 2020,
respectively.

2.

In accordance with the abovementioned plan, this review was completed over the September and
October 2020 period.

Discussion
3.

The results of this review are detailed in Attachment 7.4A.

Stakeholder Engagement
4.

No engagement with external stakeholders was undertaken in the completion of this ICT Disaster
Recovery Review October 2020.

Decision Implications
5.

If Council does not adopt the recommendation of this report there will be no formal acceptance by
Council of the ICT Disaster Recovery Review October 2020 as part of the Internal Audit Plan 2020/21.

Strategic, Legal and Policy Implications
Strategic
Strategic Community Plan
Aspiration:

Performance

Strategic Community Plan
Objective:

Objective 5.5

Issue Specific Strategies and
Plans:

Not applicable.

A city led by a Council and supported by an administration that
is committed to sound strategy and governance, excellence in
customer service and effective and sincere engagement with all
stakeholders.
A financial business model underpinned by a culture of cost
management, best value and strategic financial analysis that is
subject to ongoing oversight, transparency and accountability.
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Legal and Policy
Legislation:

Regulation 17 of the Local Government (Audit) Regulations 1996

Legal advice:

Under regulation 17 of the Local Government (Audit)
Regulations 1996 the Chief Executive Officer is to review certain
systems and procedures including risk management, internal
control and legislative compliance.
Not applicable.

Policy

19.1 – Risk Management
This report aligns with the abovementioned policy as it seeks
to mitigate risks of the City, specifically ICT risks.

Financial Implications
6.

There are no direct financial implications relating to the recommendation within this report.

Relevant Documents
Not applicable.

Audit and Risk Committee Recommendation (0712/03)
Mover
Seconder

Cr Fleeton
Deputy Lord Mayor Anghie

That the Audit and Risk Committee RECOMMENDS that Council approves the report, ICT Disaster Recovery
Review October 2020, as part of the Internal Audit Plan 2020/21.
CARRIED (3/0)
For
Against

Deputy Lord Mayor Anghie, Crs Fleeton and Lezer
None
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Outstanding Audit Recommendations – November 2020
Responsible Officer

Michelle Reynolds, Chief Executive Officer

Voting Requirement

Simple Majority

Attachments

Attachment 7.5A – Internal Audit Log as at 30 November 2020
Attachment 7.5B – External Consultancy Audit Log as at
30 November 2020

Purpose
To provide a summary on the progress of the implementation of outstanding audit recommendations as at
30 November 2020.

Recommendation
That the Audit and Risk Committee:
1.

RECEIVES the report Outstanding Audit Recommendations – November 2020

2.

ACCEPTS the extended timeframe for completion of action proposed by relevant responsible staff
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Background
1.

This report is a standard item on the agenda for the Audit and Risk Committee meeting. It provides a
status of implementation of outstanding audit recommendations from prior audits carried out by the
City’s Internal Auditors or by external parties.

2.

The approved Risk and Audit Response Matrix includes guidelines in relation to addressing risk and audit
items. Based on the risk rating assigned to these items, the Matrix provides a timeframe for
management to implement an action plan to address the items arising from the risk and audit reviews
carried out. These timeframes are agreed by management when the individual audit reports are
submitted for acceptance by the Audit and Risk Committee.

Discussion
3.

A summary of the progress of the implementation of outstanding recommendations is provided within
the table below. The months overdue relate to the original date agreed by management at time of audit
report finalisation.

4.

The three overdue outstanding audit recommendations as at 30 November 2020 are:
a.
Fraud and Corruption Control Plan
b.
Council Policy 9.3 Management of Investments
c.
Debtor management
These overdue findings and one additional ‘on track’ finding are further detailed at Attachment 7.5A.
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Proposed Extension of Timeframes
5.

Fraud and Corruption Control Plan – A further revised date of March 2021 from December 2020 is
proposed to provide for a ‘Corruption and misconduct risk assessment’ to be performed as per City of
Perth Inquiry Report recommendation #297 prior to the Fraud and Corruption Control Plan being
developed. This allows for a considered action plan with regard identified risks.

6.

Council Policy 9.3 Management of Investments – A further revised date of February 2021 from October
2020 is proposed to allow the newly established Policy Committee to review the draft policy in January
and present at the next available Ordinary Council meeting.

Stakeholder Engagement
7.

No engagement with external stakeholders was undertaken in the completion of this report.

Decision Implications
8.

This report is submitted to the Audit and Risk Committee for information as well as seeking the
acceptance of extended timeframe for the above outstanding audit recommendation relating to:
a.
Fraud and Corruption Control Plan
b.
Council Policy 9.3 Management of Investments

Strategic, Legal and Policy Implications
Strategic
Strategic Community Plan
Aspiration:

Performance

Strategic Community Plan
Objective:

Objective 5.5

A city led by a Council and supported by an administration that
is committed to sound strategy and governance, excellence in
customer service and effective and sincere engagement with
all stakeholders.
A financial business model underpinned by a culture of cost
management, best value and strategic financial analysis that is
subject to ongoing oversight, transparency and accountability.
Objective 5.6
Decision-making that is ethical, informed and inclusive.

Issue Specific Strategies and
Plans:

Not applicable.
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Legal and Policy
Legislation:

Regulation 16 of the Local Government (Audit) Regulations
1996)
The Audit and Risk Committee is to oversee the implementation
of any action that Council is required to take or has accepted
should be taken following receipt of an audit report

Legal advice:

Not applicable.

Policy

19.1 – Risk Management
This report aligns with the abovementioned policy via provision
of a means of monitoring actions to improve controls to
mitigate risks.

Financial Implications
9.

The proposed revision of action dates will have no direct financial implications. Each audit
recommendation may have a financial implication, however this is highlighted when the individual audit
reports are submitted for acceptance by the Audit and Risk Committee.

Relevant Documents
Not applicable.

Audit and Risk Committee Resolution (0712/04)
Mover
Seconder

Cr Fleeton
Deputy Lord Mayor Anghie

That the Audit and Risk Committee:
1.

RECEIVES the report Outstanding Audit Recommendations – November 2020

2.

ACCEPTS the extended timeframe for completion of action proposed by relevant responsible staff
CARRIED (3/0)

For
Against

Deputy Lord Mayor Anghie, Crs Fleeton and Lezer
None
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8. Matters for which the meeting may be closed
Internal Audit and Risk Functions Review
Responsible Officer

Michelle Reynolds, Chief Executive Officer

Voting Requirement

Simple Majority

Attachments

Confidential Attachment 8.1A – Review of the Internal Audit and Risk
Management Functions (October 2020)
Confidential attachments are distributed to Committee Members
under separate cover

Purpose
To present the review report conducted by Deloitte (an independent external consulting firm) providing an
assessment of the effectiveness of the internal audit and risk management functions’ operating models and
note that an Audit and Risk Action Plan will be developed to address the findings.

Recommendation
That the Audit and Risk Committee:
1.

NOTES the review report conducted by Deloitte (an independent external consulting firm) providing an
assessment of the effectiveness of the internal audit and risk management functions’ operating models
and in response to a recommendation from the City of Perth Inquiry Report as detailed in Confidential
Attachment 8.1A.

2.

NOTES that an Audit and Risk Action Plan will be developed (including the revision of the
2020/21 Internal Audit Plan) to address the findings of the report (Confidential Attachment 8.1A) and
City of Perth Inquiry Report and will be submitted at the next Audit and Risk Committee meeting for
consideration.
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Background
1.

At the request of the City of Perth, Deloitte (an independent external consulting firm) was engaged to
perform a review of the Internal Audit and Risk Management functions. The review came as a result of
the City’s desire to obtain independent external advice on the effectiveness of the functions’ operating
models and in response to a recommendation from the City of Perth Inquiry Report.

2.

Relevant City of Perth Inquiry recommendations detailed below:
#245 “The City’s risk, audit and assurance management frameworks be comprehensively reviewed and
a report to Council prepared by an independent consultant with expertise in current industry best
practice, working collaboratively with a senior employee designated responsibility by the CEO, providing
a schedule of actions to improve the City’s maturity in risk, audit and assurance.”
#246 “The report described in Recommendation 245 be submitted by the CEO to Council within 12
months of this Report.”

3.

The review report was presented at the Special Audit and Risk Committee meeting held on
14 October 2020 as Item 6.4. The Committee resolved to defer consideration of the review report as
follows:
a.
That the Audit and Risk Committee DEFERS the report on the review of Internal Audit and Risk
Management as detailed in Confidential Attachment 6.4C.
Reason: “The Audit and Risk Committee believed that endorsement of the Internal Audit and Risk
Management review report should be deferred so that the financial implications can be further
investigated and that the report be considered by the incoming Council.”

4.

The Special Audit and Risk Committee was also presented with an item (Item 6.2.) proposing to amend
the 2020/21 Internal Audit Plan at its meeting held on 14 October 2020. The Committee resolved to
defer consideration of this item as follows:
a.
That the Audit and Risk Committee DEFERS consideration of Item 6.2 – Proposed Amendments to
the Internal Audit Plan 2020/21 to the next Audit and Risk Committee to allow for the provision
of more information under the financial implications of the report.
Reason: “The Audit and Risk Committee believe that more information should be provided under
the financial implications section of the report and that the item be considered by the incoming
Council.”

Discussion
5.

The assessment of the Internal Audit and Risk Management functions resulted in the immediate
creation of a new position, Internal Audit and Risk Manager. which was appointed and commenced at
the City on 16 November 2020.
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6.

7.

8.

9.

Since commencement, the Internal Audit and Risk Manager has reviewed:
a.
the review report on the internal audit and risk management functions (Confidential Attachment
8.1A).
b.

the City of Perth Inquiry Report recommendations related to audit and risk management

c.

Special Audit and Risk Committee agenda and minutes (14 October 2020)

d.

the reports proposed for inclusion in this meeting agenda being including IT Disaster Recovery
Internal Audit, Tenders Internal Audit, Outstanding Audit Recommendations and Risk
Management Update

The Internal Audit and Risk Manager has also meet with:
a.
members of the Internal Audit and Risk team
b.

General Managers, Chief Financial Officer, Alliance Manager ICT Services and Project Director
Corporate Recovery

c.

Deloitte’s Senior Manager Operational Risk who conducted the review

d.

City of Perth Chief Executive Officer and sought priority direction

In consideration of the above, the following was determined:
a.
The ‘IT Disaster Recovery Internal Audit’ be presented to the Audit and Risk Committee as
prepared by the Internal Auditor.
b.

The ‘Outstanding Audit Recommendations’ Report be revised to provide further clarity

c.

Reporting on the Tenders Internal Audit be deferred until further work is performed to improve
the robustness of the audit findings

d.

The Risk Management Update report be deferred as there has been only minor changes to
operational risks

As a result of the above, following is proposed:
a.
An ‘Audit and Risk Action Plan’ be developed that addresses the recommendations of the Deloitte
review report and the City of Perth Inquiry Report to provide a considered approach to the
management of and reporting of audit and risk activities within the organisation This will also
provide an amended Annual and Strategic Internal Audit Plan.
b.

Future audit reports be presented in a new format consistent with best practice

c.

Future risk management updates be presented on strategic risks only (excluding operational risks)

Stakeholder Engagement
10.

Deloitte’s Senior Manager Operational Risk was interviewed as part of the preparation of this report.
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Decision Implications
11.

The decision supports the Internal Audit and Risk Service Unit working towards compliance with the
Institute of Internal Auditors Standards and aligns with best practice risk management as per ISO 31000
2018 Risk Management Standard.

12.

The Audit and Risk Action Plan to be presented for consideration at the next Audit and Risk Committee
will provide financial and resourcing implications.

Strategic, Legal and Policy Implications
Strategic
Strategic
Aspiration:

Community

Strategic
Objective:

Community

Plan Performance
A city led by a Council and supported by an administration that
is committed to sound strategy and governance, excellence in
customer service and effective and sincere engagement with all
stakeholders.
Plan Objective 5.6
Decision-making that is ethical, informed and inclusive.

Issue Specific Strategies and Plans: Audit and Risk Management Action Plan (to be developed)
This action plan will provide the basis for ethical and informed
decision making.
Legal and Policy
Legislation:

Regulation 17 of the Local Government (Audit) Regulations 1996
– Review appropriateness and effectiveness of local
government’s systems and procedures in relation to (a) risk
management, (b) internal control; and (c) legislative
compliance.
This report addresses the desire to improve the audit and risk
management functions within the organisation.

Legal advice:

Not applicable.

Policy

Council Policy 19.1 – Risk Management
This report proposes the development of an Audit and Risk
Action Plan to improve the reporting in relation to risk
management.
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Financial Implications
13.

The financial and resourcing implications relating to the recommendations within the Deloitte review
report and City of Perth Inquiry Report will be addressed as part of the Audit and Risk Action Plan to be
presented for consideration at the next Audit and Risk Committee meeting.

Relevant Documents
Not applicable.

Audit and Risk Committee Resolution (0712/05)
Mover
Seconder

Cr Fleeton
Deputy Lord Mayor Anghie

That the Audit and Risk Committee:
1.

NOTES the review report conducted by Deloitte (an independent external consulting firm) providing an
assessment of the effectiveness of the internal audit and risk management functions’ operating models
and in response to a recommendation from the City of Perth Inquiry Report as detailed in Confidential
Attachment 8.1A.

2.

NOTES that an Audit and Risk Action Plan will be developed (including the revision of the 2020/21 Internal
Audit Plan) to address the findings of the report (Confidential Attachment 8.1A) and City of Perth Inquiry
Report and will be submitted at the next Audit and Risk Committee meeting for consideration.
CARRIED (3/0)

For
Against

Deputy Lord Mayor Anghie, Crs Fleeton and Lezer
None

Page 31

Audit and Risk Committee
7 December 2020

9.

Motions of which Previous Notice has been Given

Nil.

10. General Business
Invoice Audit
The Audit and Risk Committee requested a snapshot audit of 50 invoices be conducted to ensure that invoices
are being appropriately acquitted.
Risk Content
The Audit and Risk Committee requested increased visibility of risk management at the City. The Internal Audit
and Risk Manager advised that she is currently facilitating the development of a Strategic Risk Register for the
City. Once developed, the Strategic Risk Register will be presented to the Audit and Risk Committee for
consideration.

11. Items for Consideration at a Future Meeting
Nil.

12. Closure
The Presiding Member declared the meeting closed at 5.13pm
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CITY OF PERTH
FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

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

STATEMENT BY CHIEF EXECUTIVE OFFICER
The attached financial report of the City of Perth for the financial year ended
30 June 2020 is based on proper accounts and records to present fairly the financial position
of the City of Perth at 30 June 2020 and the results of the operations for the
financial year then ended in accordance with the Local Government Act 1995 and, to the extent
that they are not inconsistent with the Act, the Australian Accounting Standards.

Signed on the

day of

December 2020

Chief Executive Officer
Michelle Reynolds
Name of Chief Executive Officer
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CITY OF PERTH
STATEMENT OF COMPREHENSIVE INCOME
BY NATURE OR TYPE
FOR THE YEAR ENDED 30 JUNE 2020

NOTE
Revenue
Rates
Operating grants, subsidies and contributions
Fees and charges
Interest earnings
Other revenue

Expenses
Employee costs
Materials and contracts
Utility charges
Depreciation on non‐current assets
Interest expenses
Insurance expenses
Other expenditure

Non‐operating grants, subsidies and contributions
Profit on asset disposals
(Loss) on asset disposals
Fair value adjustments to financial assets at fair value through
profit or loss
Share of net (loss)/profit of associates accounted for using the
equity method
Reversal of prior year loss on revaluation of plant and
equipment
Revaluation of Investment Land
Revaluation of Investment Buildings
Contributed Assets
Disposal of development land at Tamala Park
Fair value adjustments to financial assets at amortised cost
Initial recognition of assets

28(a)
2(a)
2(a)
2(a)
2(a)

11(c)
2(b)

2(a)
11(a)
11(a)

26(a)

2020
Actual
$

2020
Budget
$

2019
Actual
$

98,267,415
3,088,208
85,470,017
3,329,537
1,202,886
191,358,063

96,419,628
2,289,998
102,166,481
5,012,305
1,456,110
207,344,522

92,515,866
3,411,494
103,038,634
6,016,681
1,678,597
206,661,272

(76,739,952)
(44,957,801)
(3,074,617)
(38,559,160)
(702,721)
(1,174,834)
(27,207,737)
(192,416,822)
(1,058,759)

(83,404,020)
(53,499,590)
(3,244,992)
(35,541,567)
(573,408)
(1,040,519)
(26,183,619)
(203,487,715)
3,856,807

(78,297,805)
(47,542,031)
(3,056,549)
(35,181,475)
(989,869)
(990,869)
(28,345,184)
(194,403,782)
12,257,490

1,754,712
107,347
(1,585,308)

1,191,862
226,663
(1,996,392)

1,572,765
119,576
(7,288,847)

2,882

‐

20,503

(207,201)

‐

76,174

‐
‐
‐
‐

543,113
(371,500)
190,510
182,606
298,776

‐
‐

9,206
17,815

‐

9(a)
9(b)
9(b)
36
19

6,500
(1,805,500)
15,402,511
381,306

9(b)

21,853
65,396

Net result for the period

350,000

14,144,498

(227,867)

(4,629,303)

13,085,739

3,628,940

7,628,187

Other comprehensive income
Items that will not be reclassified subsequently to profit or loss
Changes in asset revaluation surplus
Share of comprehensive income of associates and joint
ventures accounted for using the equity method

13
26

(39,524,472)

‐

Total other comprehensive income for the period

(39,524,472)

Total comprehensive income for the period

(26,438,733)

‐

‐

‐

144,489

‐

144,489

3,628,940

7,772,676

This statement is to be read in conjunction with the accompanying notes.
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CITY OF PERTH
STATEMENT OF COMPREHENSIVE INCOME
BY PROGRAM
FOR THE YEAR ENDED 30 JUNE 2020
NOTE
Revenue
General purpose funding
Law, order, public safety
Health
Education and welfare
Housing
Community amenities
Recreation and culture
Transport
Economic services
Other property and services

2(a)

Expenses
Governance
General purpose funding
Law, order, public safety
Health
Education and welfare
Housing
Community amenities
Recreation and culture
Transport
Economic services
Other property and services

2(b)

Non‐operating grants, subsidies and contributions
Profit on disposal of assets
(Loss) on disposal of assets
Fair value adjustments to financial assets at fair value through profit
or loss
Share of net (loss)/profit of associates accounted for using the equity
method

2(a)
11(a)
11(a)

Reversal of prior year loss on revaluation of plant and equipment
Revaluation of Investment Land
Revaluation of Investment Buildings
Contributed Assets
Disposal of development land at Tamala Park
Fair value adjustments to financial assets at amortised cost
Initial recognition of assets

9(a)
9(b)
9(b)
36
19

26(a)

9(b)

Net result for the period

2020
Actual
$

2020
Budget
$

2019
Actual
$

103,136,623
55,819
743,795
1,698,258
1,035,744
11,345,084
1,837,643
69,013,740
1,822,476
668,881
191,358,063

102,487,081
85,674
981,000
1,951,603
885,259
13,033,342
1,767,438
84,507,422
1,116,620
529,083
207,344,522

100,179,107
91,825
1,132,090
1,875,126
1,047,838
11,628,784
2,700,982
86,056,797
1,329,821
618,902
206,661,272

(7,530,353)
(1,637,441)
(7,114,152)
(1,783,627)
(4,154,224)
(600,893)
(26,375,581)
(34,760,903)
(78,343,047)
(18,519,165)
(11,597,436)
(192,416,822)

(7,851,722)
(1,669,591)
(6,635,762)
(2,467,498)
(4,580,602)
(668,931)
(28,410,176)
(37,803,006)
(81,477,431)
(18,993,788)
(12,929,208)
(203,487,715)

(8,485,119)
(1,599,244)
(6,469,675)
(1,676,325)
(4,419,195)
(686,753)
(25,463,604)
(37,903,579)
(79,953,296)
(17,776,394)
(9,970,598)
(194,403,782)

(1,058,759)

3,856,807

12,257,490

1,754,712
107,348
(1,585,309)

1,191,862
226,663
(1,996,392)

1,572,765
119,576
(7,288,847)

2,882

‐

20,503

(207,201)

‐

76,174

‐
‐
‐
‐

543,113
(371,500)
190,510
182,606
298,776
9,206
17,815

‐
6,500
(1,805,500)
15,402,511
381,306
21,853
65,396

350,000

‐
‐

14,144,498

(227,867)

(4,629,303)

13,085,739

3,628,940

7,628,187

Other comprehensive income
Items that will not be reclassified subsequently to profit or loss
Changes in asset revaluation surplus
Share of comprehensive income of associates and joint ventures
accounted for using the equity method

13
26

(39,524,472)

‐

Total other comprehensive income for the period

(39,524,472)

Total comprehensive income for the period

(26,438,733)

‐

‐

‐

144,489

‐

144,489

3,628,940

7,772,676

This statement is to be read in conjunction with the accompanying notes.
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CITY OF PERTH
STATEMENT OF FINANCIAL POSITION
AS AT 30 JUNE 2020

NOTE

2020
$

2019
$

CURRENT ASSETS
Cash and cash equivalents
Trade and other receivables
Other financial assets
Inventories
Other assets
TOTAL CURRENT ASSETS

3
6
5(a)
7
8

37,727,249
9,445,816
123,229,198
806,691
1,961,292
173,170,246

46,473,723
9,230,787
108,181,271
829,609
1,384,093
166,099,483

NON‐CURRENT ASSETS
Trade and other receivables
Other financial assets
Investment in associate
Property, plant and equipment
Infrastructure
Investment property
Right of use assets
TOTAL NON‐CURRENT ASSETS

6
5(b)
26(a)
9
10
14
12(a)

42,539
2,548,969
9,702,975
712,961,244
372,071,666
16,932,000
3,201,792
1,117,461,185

59,293
2,623,566
9,797,817
750,154,092
371,427,927
18,731,000
1,152,793,695

1,290,631,431

1,318,893,178

23,876,131
100,530

TOTAL ASSETS

‐

CURRENT LIABILITIES
Trade and other payables
Contract liabilities
Lease liabilities
Borrowings
Employee related provisions
Other provisions
TOTAL CURRENT LIABILITIES

15
16
17(a)
18(a)
19
20

20,894,381
264,042
61,830
4,233,037
10,665,967
485,863
36,605,120

NON‐CURRENT LIABILITIES
Contract liabilities
Lease liabilities
Borrowings
Employee related provisions
TOTAL NON‐CURRENT LIABILITIES

16
17(a)
18(a)
19

2,153,243
3,181,311
4,545,934
1,954,198
11,834,686

8,778,971
1,719,113
10,498,084

48,439,806

52,310,910

1,242,191,625

1,266,582,268

708,421,629
101,133,864
432,636,132
1,242,191,625

692,321,888
104,338,817
469,921,563
1,266,582,268

TOTAL LIABILITIES
NET ASSETS
EQUITY
Retained surplus
Reserves ‐ cash/financial asset backed
Revaluation surplus
TOTAL EQUITY

4
13

‐
6,904,163
10,544,276
387,726
41,812,826

‐
‐

This statement is to be read in conjunction with the accompanying notes.
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CITY OF PERTH
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2020

NOTE

Balance as at 1 July 2018
Comprehensive income
Net result for the period
Asset Revaluation Reserve Transfers
Other comprehensive income
Total comprehensive income
Transfers from reserves
Transfers to reserves

13

4
4

Balance as at 30 June 2019
Change in accounting policy
Restated total equity at 1 July 2019
Comprehensive income
Net result for the period
Asset Revaluation Reserve Transfers
Other comprehensive income
Total comprehensive income
Transfers from reserves
Transfers to reserves
Balance as at 30 June 2020

31(d)

RETAINED
SURPLUS
$

RESERVES
CASH/FINANCIAL
ASSET
BACKED
$

REVALUATION
SURPLUS
$

TOTAL
EQUITY
$

681,287,292

100,418,440

477,204,390

1,258,910,122

7,628,187
7,282,827
144,489
15,055,503

692,422,418

104,338,817

‐
12,894,788

4
4

‐
‐
(23,878,507)
27,798,884

(100,530)
692,321,888

‐
(7,282,827)

23,878,507
(27,798,884)

13,085,739
(190,951)
13

‐

‐
104,338,817

‐
‐
‐
‐

35,098,622
(31,893,669)

(35,098,622)
31,893,669

708,421,629

101,133,864

‐
(7,282,827)

‐
‐
469,921,563

‐
469,921,563

‐
2,239,041
(39,524,472)
(37,285,431)

‐
‐
432,636,132

7,628,187

‐
144,489
7,772,676

‐
‐
1,266,682,798
(100,530)
1,266,582,268

13,085,739
2,048,090
(39,524,472)
(24,390,643)

‐
‐
1,242,191,625

This statement is to be read in conjunction with the accompanying notes.
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CITY OF PERTH
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2020

NOTE
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts
Rates
Operating grants, subsidies and contributions
Fees and charges
Interest received
Other revenue
Payments
Employee costs
Materials and contracts
Utility charges
Interest expenses
Insurance paid
Other expenditure
Net cash provided by (used in) operating activities
operating activities

21

CASH FLOWS FROM INVESTING ACTIVITIES
Payments for financial assets at amortised cost

2020
Actual
$

2020
Budget
$

2019
Actual
$

97,001,971
2,658,608
85,964,729
3,506,881
1,896,528
191,028,717

96,419,628
2,289,998
102,166,481
5,012,305
1,806,110
207,694,522

92,524,562
2,533,807
104,045,826
6,240,051
2,556,284
207,900,530

(76,519,705)
(48,932,496)
(3,074,617)
(763,885)
(1,174,834)
(27,207,737)
(157,673,274)

(83,404,020)
(53,499,590)
(3,244,992)
(573,408)
(1,040,519)
(26,183,619)
(167,946,148)

(77,223,174)
(44,695,864)
(3,056,549)
(1,069,025)
(990,869)
(28,236,172)
(155,271,653)

33,355,443

39,748,374

52,628,877

(277,821,422)

‐

(304,371,683)

Payments for purchase of property, plant & equipment

9(a)

Payments for construction of infrastructure
Non‐operating grants, subsidies and contributions
Proceeds from financial assets at amortised cost ‐ term
deposits
Proceeds from sale of property, plant & equipment
Net cash provided by (used in)
investment activities

10(a)
2(a)

(22,354,255)
(3,165,712)
3,807,425

(34,536,050)
(22,281,475)
1,191,862

11(a)

263,193,534
1,202,474

1,325,391

289,942,738
1,032,639

(35,137,956)

(54,300,272)

(38,933,953)

(6,904,163)
(59,797)

(6,904,163)

(7,448,608)

(6,963,961)

(6,904,163)

(7,448,608)

(8,746,474)
46,473,723

(21,456,061)
149,719,007

6,246,316
40,227,407

37,727,249

128,262,946

46,473,723

CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of borrowings
Payments for principal portion of lease liabilities
Net cash provided by (used In)
financing activities
Net increase (decrease) in cash held
Cash at beginning of year
Cash and cash equivalents
at the end of the year

18(b)
17(b)

21

‐

‐

(25,466,524)
(1,643,888)
1,572,765

‐

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

|7

CITY OF PERTH
RATE SETTING STATEMENT
FOR THE YEAR ENDED 30 JUNE 2020

2020
Actual

2020
Budget
$

2019
Actual
(restated)
$

2018
Actual
(restated)
$

$

29,626,699
29,626,699

34,052,456
34,052,456

14,227,917
14,227,917

19,390,766
19,390,766

4,869,208
59,889
743,795
1,698,258
1,035,744
11,398,375
1,857,147
69,026,184
1,822,476
686,920
93,197,996

13,185
6,067,453
93,674
986,127
1,951,603
885,259
13,086,829
1,798,284
84,590,526
1,118,986
559,631
111,151,557

7,663,242
101,021
1,137,109
1,875,126
1,047,838
11,655,328
2,702,648
86,111,938
1,339,312
631,421
114,264,983

4,860
6,850,950
140,265
1,014,024
1,885,275
934,651
11,405,911
1,658,261
85,922,354
1,925,495
958,054
112,700,100

(7,530,353)
(1,637,441)
(7,141,928)
(1,783,627)
(4,154,224)
(600,893)
(26,453,704)
(35,477,236)
(79,097,066)
(18,519,165)
(11,606,494)
(194,002,131)

(7,851,722)
(1,669,591)
(6,635,762)
(2,467,498)
(4,580,602)
(668,931)
(28,561,176)
(37,803,006)
(83,164,006)
(18,993,788)
(13,088,024)
(205,484,106)

(8,485,119)
(1,599,244)
(6,514,991)
(1,676,325)
(4,419,195)
(686,753)
(25,493,693)
(38,097,056)
(80,636,635)
(24,111,664)
(9,609,831)
(201,330,506)

(10,552,648)
(2,232,050)
(6,238,619)
(1,498,872)
(3,970,996)
(689,459)
(26,735,928)
(31,555,896)
(81,386,818)
(19,891,145)
(5,539,835)
(190,292,266)

29(a)

42,726,417
(28,451,019)

31,502,830
(28,777,263)

45,489,100
(27,348,506)

33,311,188
(24,890,212)

2(a)
11(a)
9(a)
10(a)

1,754,712
1,202,474
(26,254,621)
(3,165,711)
(26,463,146)

1,191,862
1,325,391
(34,536,050)
(22,281,475)
(54,300,272)

1,572,765
1,032,639
(25,466,524)
(1,643,888)
(24,505,008)

3,142,991
1,274,283
(38,956,127)
(2,519,198)
(37,058,051)

18(b)
17(b)
11(b)
4
4

(6,904,163)
(59,797)
250,000
(31,893,669)
35,098,622
(3,509,007)

(6,904,163)

(7,448,608)

(6,423,187)

350,000
(52,067,823)
50,525,111
(8,096,875)

333,333
(27,798,884)
23,878,507
(11,035,652)

333,333
(33,413,115)
26,200,674
(13,302,295)

(58,423,173)
98,267,415
39,844,242

(91,174,410)
96,419,628
5,245,218

(62,889,166)
92,515,865
29,626,699

(75,250,558)
89,478,475
14,227,917

NOTE

OPERATING ACTIVITIES
Net current assets at start of financial year
‐ surplus/(deficit)

29 (b)

Revenue from operating activities (excluding rates)
Governance
General purpose funding
Law, order, public safety
Health
Education and welfare
Housing
Community amenities
Recreation and culture
Transport
Economic services
Other property and services

‐

Expenditure from operating activities
Governance
General purpose funding
Law, order, public safety
Health
Education and welfare
Housing
Community amenities
Recreation and culture
Transport
Economic services
Other property and services

Non‐cash amounts excluded from operating activities
Amount attributable to operating activities
INVESTING ACTIVITIES
Non‐operating grants, subsidies and contributions
Proceeds from disposal of assets
Purchase of property, plant and equipment
Purchase and construction of infrastructure
Amount attributable to investing activities

‐

FINANCING ACTIVITIES
Repayment of borrowings
Payments for principal portion of lease liabilities
Disbtibution from Tamala Park Regional Council
Transfers to reserves (restricted assets)
Transfers from reserves (restricted assets)
Amount attributable to financing activities
Surplus/(deficit) before imposition of general rates
Total amount raised from general rates
Surplus/(deficit) after imposition of general rates

28(a)
29(b)

‐

‐

‐

This statement is to be read in conjunction with the accompanying notes.
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CITY OF PERTH
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

1. BASIS OF PREPARATION
The financial report comprises general purpose financial statements which have been prepared in accordance with
Australian Accounting Standards (as they apply to local governments and not‐for‐profit entities) and Interpretations
of the Australian Accounting Standards Board, and the Local Government Act 1995 and accompanying regulations.
The Local Government (Financial Management) Regulations 1996 take precedence over Australian Accounting
Standards. Amended Regulation 17A prohibits a local government from recognising as assets Crown land that is a
public thoroughfare, such as land under roads. Consequently, some assets, including land under roads acquired on or
after 1 July 2008, have not been recognised in this financial report. This is not in accordance with the requirements of
AASB 1051 Land Under Roads paragraph 15 and AASB 116 Property, Plant and Equipment paragraph 7. Under
amended Regulation 17A, land not owned by but under the control or management of the local government must be
valued at the cost of the lease. If nil or nominal lease arrangements are in place then the asset is valued at nil or the
nominal value.
Accounting policies which have been adopted in the preparation of this financial report have been consistently
applied unless stated otherwise. Except for cash flow and rate setting information, the report has been prepared on
the accrual basis and is based on historical costs, modified, where applicable, by the measurement at fair value of
selected non‐current assets, financial assets and liabilities.
NEW ACCOUNTING STANDARDS FOR APPLICATION IN FUTURE YEARS
On 1 July 2020 the following new accounting standards are to be adopted:
‐ AASB 1059 Service Concession Arrangements: Grantors
‐ AASB 2018‐7 Amendments to Australian Accounting Standards ‐ Materiality
AASB 1059 Service Concession Arrangements: Grantors is not expected to impact the financial report.
Specific impacts of AASB 2018‐7 Amendments to Australian Accounting Standards ‐ Materiality, have not been
identified.
CRITICAL ACCOUNTING ESTIMATES
The preparation of a financial report in conformity with Australian Accounting Standards requires management to
make judgements, estimates and assumptions that effect the application of policies and reported amounts of assets
and liabilities, income and expenses.
The estimates and associated assumptions are based on historical experience and various other factors that are
believed to be reasonable under the circumstances; the results of which form the basis of making the judgements
about carrying values of assets and liabilities that are not readily apparent from other sources. Actual results may
differ from these estimates.
THE LOCAL GOVERNMENT REPORTING ENTITY
All funds through which the City controls resources to carry on its functions have been included in the financial
statements forming part of this financial report.
In the process of reporting on the local government as a single unit, all transactions and balances between those
funds (for example, loans and transfers between funds) have been eliminated.
All monies held in the Trust Fund are excluded from the financial statements. A separate statement of those monies
appears at Note 32 to these financial statements.
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CITY OF PERTH
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020
2. REVENUE AND EXPENSES
REVENUE RECOGNITION POLICY
Recognition of revenue is dependant on the source of revenue and the associated terms and conditions associated with each source
of revenue and recognised as follows:
Revenue Category
Rates ‐ general rates

Nature of goods and services
General rates

When obligations
typically satisfied
Over time

Payment terms
Payment dates adopted by council
during the year

Returns/Refunds/
Warranties
None

Determination of
transaction price
Adopted by council
annually

Allocating transaction
Measuring obligations for
price
returns
When taxable event occurs Not applicable

Timing of revenue
recognition
When rates notice is issued

Grant contracts with customers Community events

Over time

Fixed terms transfer of funds based on Contract obligation if
agreed milestones and reporting
project not complete

Set by mutual
agreement with the
customer

Based on the progress of
works to match
performance obligations

Returns limited to repayment of Output method based on
transaction price of terms
project milestones and/or

Grants, subsidies or
contributions for the
construction of non‐financial
assets
Grants, subsidies or
contributions with no
contractual commitments

Construction or acquisition of
recognisable non‐financial assets to be
controlled by the local government

Over time

Fixed terms transfer of funds based on Contract obligation if
agree milestones and reporting
project not complete

Set by mutual
agreement with the
customer

Based on the progress of
works to match
performance obligations

Returns limited to repayment of Output method based on
transaction price of terms
project milestones and/or

General appropriations and contributions No obligations
with no reciprocal commitment

Not applicable

Not applicable

Cash received

On receipt of funds

Not applicable

Fees and charges ‐ licences,
registrations, approvals

Building, planning, development and
Single point in time
animal management, having the same
nature as a licence regardless of naming.

Full payment prior to issue

None

Set by State legislation Based on timing of issue of No refunds
or limited by
the associated rights
legislation to the cost
of provision

On payment of the licence,
registration or approval

Fees and charges ‐ pool
inspections

Compliance safety check

Single point in time

Equal proportion based on an equal
annual fee

None

Set by State legislation Apportioned equally across No refunds
the inspection cycle

After inspection complete
based on a 4 year cycle

Fees and charges ‐ other
inspections

Regulatory food, health and safety

Single point in time

Full payment prior to inspection

None

Set by State legislation Applied fully on timing of
or limited by
inspection
legislation to the cost
of provision

Revenue recognised after
inspection event occurs

Fees and charges ‐ waste
management
Fees and charges ‐ Parking

Kerbside collection service

Over time

None

Use of car parks

Single point in time

Payment dates adopted by council
during the year
In advance or at conclusion of parking

Adopted by council
annually
Adopted by council
annually

Fees and charges ‐ property hire Use of halls and facilities
and entry

Single point in time

In full in advance

Fees and charges ‐ fines

Fines issued for breaches of local laws

Single point in time

Other revenue ‐
reimbursements

Insurance claims

Single point in time

Refund if parking card
paid in advance but no
longer required

Refund dependent on Adopted by council
days cancellation notice annually
prior to event
Payment in full within defined time
None
Adopted by council
through local law
Payment in arrears for claimable event None
Set by mutual
agreement with the
customer

Not applicable

When assets are controlled

When taxable event occurs Not applicable

When rates notice is issued

Based on timing of entry,
location and duration of
parking

On entry or at conclusion of
parking

Not applicable

Based on timing of entry to Returns limited to repayment of On entry or at conclusion of
facility
transaction
hire
When taxable event occurs Not applicable

When fine notice is issued

When claim is agreed

When claim is agreed

Not applicable

| 11

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

2. REVENUE AND EXPENSES
(a) Grant revenue
Grants, subsidies and contributions are included as both operating and non‐operating revenues in the Statement of
Comprehensive Income:
2020
Actual
$

2020
Budget
$

2019
Actual
$

Operating grants, subsidies and contributions
Governance
Law, order, public safety

991,261

1,107,037

Housing
Community amenities

506,538
4,980

527,948
10,000
322,483

746,345
96,035
649,959
93,090
3,088,208

782,785
95,158
419,624
132,000
2,289,998

959,011
173,693
555,526
91,598
3,411,496

110,141
491,096

103,000

1,153,475

1,088,862

1,754,712

1,191,862

103,298
142,847
669,395
657,225
1,572,765

4,842,920

3,481,860

4,984,261

477,436
52,189
739,975
1,377,283
529,045
11,238,105
1,008,470
68,632,094
970,984
444,436
85,470,017

441,200
71,203
975,000
1,657,603
562,776
12,359,918
1,341,550
83,966,508
588,496
202,227
102,166,481

441,191
83,994
1,129,292
1,570,343
523,207
11,278,968
1,636,079
85,319,400
646,646
409,514
103,038,634

Recreation and culture
Transport
Economic services
Other property and services
Non‐operating grants, subsidies and contributions
General purpose funding
Recreation and culture
Transport
Economic services

Total grants, subsidies and contributions

Fees and charges
General purpose funding
Law, order, public safety
Health
Education and welfare
Housing
Community amenities
Recreation and culture
Transport
Economic services
Other property and services

‐

‐

‐

‐

‐

‐

524,631

‐

There were no changes during the year to the amount of the fees or charges detailed in the original budget.
SIGNIFICANT ACCOUNTING POLICIES
Grants, subsidies and contributions
Operating grants, subsidies and contributions are grants, subsidies or contributions that are not non‐operating in nature.
Non‐operating grants, subsidies and contributions are amounts received for the acquisition or construction of recognisable non‐financial
assets to be controlled by the local government.
Fees and Charges
Revenue (other than service charges) from the use of facilities and charges made for local government services, sewerage rates, rentals,
hire charges, fee for service, photocopying charges, licences, sale of goods or information, fines, penalties and administration fees.
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CITY OF PERTH
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

2. REVENUE AND EXPENSES (Continued)
(a) Revenue (Continued)

2020
Actual
$

2020
Budget
$

2019
Actual
$

3,088,208
85,470,017
1,202,886
1,754,712
91,515,823

2,289,998
102,166,481
1,456,110
1,191,862
107,104,451

3,411,494
103,038,634
1,678,597
1,572,765
109,701,490

100,530
89,761,111
1,654,182
91,515,823

105,912,589
1,191,862
107,104,451

Contracts with customers and transfers
for recognisable non‐financial assets
Revenue from contracts with customers and transfers to enable the
acquisition or construction of recognisable non‐financial assets to
be controlled by the City was recognised during the year for the
following nature or types of goods or services:
Operating grants, subsidies and contributions
Fees and charges
Other revenue
Non‐operating grants, subsidies and contributions
Revenue from contracts with customers and transfers to enable the
acquisition or construction of recognisable non‐financial assets to
be controlled by the City is comprised of:
Contracts with customers included as a contract liability at the start
of the period
Other revenue from contracts with customers recognised during the year
Other revenue from performance obligations satisfied during the year

‐

‐

108,128,725
1,572,765
109,701,490

Information about receivables, contract assets and contract
liabilities from contracts with customers along with financial assets
and associated liabilities arising from transfers to enable the
acquisition or construction of recognisable non financial assets is:
Trade and other receivables from contracts with customers
Contract liabilities from contracts with customers
Financial assets held from transfers for recognisable financial assets
Contract liabilities from transfers for recognisable non financial assets

1,855,703
(264,042)
2,153,243
(2,153,243)

2,280,076
100,530

‐
‐

Impairment of assets associated with contracts with customers are detailed at note 2 (b) under 'Other expenditure'.
Contract liabilities for contracts with customers primarily relate to grants with performance obligations received in advance, for which
revenue is recognised over time as the performance obligations are met.
Information is not provided about remaining performance obligations for contracts with customers that had an original expected
Consideration from contracts with customers is included in the transaction price.
Performance obligations in relation to contract liabilities from transfers for recognisable non financial assets are satisfied as project
milestones are met or completion of construction or acquisition of the asset. All associated performance obligations are expected to be
met over the next 12 months.
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CITY OF PERTH
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

2. REVENUE AND EXPENSES (Continued)
2020
Actual
$

(a) Revenue (Continued)
Interest earnings
Interest on reserve funds
Rates instalment and penalty interest (refer Note 28(c))
Other interest earnings

1,309,372
684,293
1,335,873
3,329,538

2020
Budget
$

‐

595,900

‐

595,900

2019
Actual
$
2,568,883
615,708
2,832,090
6,016,681

SIGNIFICANT ACCOUNTING POLICIES
Interest earnings
Interest income is calculated by applying the effective interest rate to the gross carrying amount of a financial asset except for financial
assets that subsequently become credit‐impaired. For credit‐impaired financial assets the effective interest rate is applied to the net
carrying amount of the financial asset (after deduction of the loss allowance).
Interest income is presented as finance income where it is earned from financial assets that are held for cash management purposes.

2. REVENUE AND EXPENSES (Continued)
(b) Expenses

Note

Auditors remuneration
‐ Audit of the Annual Financial Report

Interest expenses (finance costs)
Borrowings
Interest expense on late payments
Lease liabilities

18(b)
17(b)

Other expenditure
Impairment loss on trade and other receivables from contracts with customers
Sundry expenses

2020
Actual
$

2020
Budget
$

2019
Actual
$

148,000
148,000

140,000
140,000

105,000
105,000

588,471
1,950
112,300
702,721

573,408

984,955
4,915

573,408

989,870

5,135,178
22,072,559
27,207,737

‐
‐
‐

26,183,619
26,183,619

‐

4,451,723
23,893,461
28,345,184

SIGNIFICANT ACCOUNTING POLICIES
Borrowing costs
Borrowing costs are recognised as an expense when incurred except where they are directly attributable to the acquisition, construction
or production of a qualifying asset. Where this is the case, they are capitalised as part of the cost of the particular asset until such time
as the asset is substantially ready for its intended use or sale.
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CITY OF PERTH
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

3. CASH AND CASH EQUIVALENTS

NOTE

Cash at bank and on hand
Term deposits
Total cash and cash equivalents

2020
$

2019
$

18,164,658
19,562,591
37,727,249

26,703,914
19,769,809
46,473,723

Restrictions
The following classes of assets have restrictions
imposed by regulations or other externally imposed
requirements which limit or direct the purpose for which
the resources may be used:

‐

‐ Cash and cash equivalents
‐ Financial assets at amortised cost
‐ Financial assets at amortised cost ‐ unrestricted

117,750,000
(14,198,851)
103,551,149

2,189,347
102,250,000

‐

104,439,347

The restricted assets are a result of the following specific
purposes to which the assets may be used:
Reserves ‐ cash/financial asset backed
Contract liabilities from contracts with customers
Contract liabilities from transfers for recognisable non financial
assets
Total restricted assets

4
16

101,133,864
264,042

16

2,153,243
103,551,149

104,338,817
100,530

‐

104,439,347

SIGNIFICANT ACCOUNTING POLICIES
Cash and cash equivalents
Cash and cash equivalents include cash on hand, cash at bank, deposits available on demand with banks and other short
term highly liquid investments with original maturities of three months or less that are readily convertible to known
amounts of cash and which are subject to an insignificant risk of changes in value and bank overdrafts. Bank overdrafts, of
which the City has nil, would be reported as short term borrowings in current liabilities in the statement of financial
position.
Restricted assets
Restricted asset balances are not available for general use by the local government due to externally imposed restrictions.
Externally imposed restrictions are specified in an agreement, contract or legislation. This applies to reserves, unspent
grants, subsidies and contributions and unspent loans that have not been fully expended in the manner specified by the
contributor, legislation or loan agreement.
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CITY OF PERTH
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

4. RESERVES ‐ CASH/FINANCIAL ASSET BACKED
(a)
(b)
(c)
(d)
(e)
(f)
(g)
(h)
(i)
(j)
(k)
(l)
(m)
(n)
(o)
(p)
(q)
(r)
(s)

Refuse Disposal and Treatment
Concert Hall ‐ Refurbishment and Maint.
Asset Enhancement
Street Furniture Replacement
Parking Levy
Art Acquisition
Heritage Incentive
Parking Facilities Development
Employee Entitlements
David Jones Bridge
Bonus Plot Ratio
PCEC Fixed Plant Replacement
Enterprise and Initative
Public Art
Council House Refurbishment
Technology Upgrade
Major Infrastructure
Provisional Capital
Organisational Reform

2020
Actual
Opening
Balance
$
3,814,075
6,694,102
32,496,838
136,725
21,972,143
419,074
697,406
23,318,098
1,989,973
392,102
675,474
5,177,940
6,003,159
551,708

‐
‐
‐
‐
‐

104,338,817

2020
Actual
Transfer
to
$
555,183
94,336
570,672
628
4,085,006
5,512
9,885
5,579,017
28,164
5,550
9,560
23,678
1,770,536
7,810
1,508,928
4,028,777
5,917,556
2,657,905
5,034,966
31,893,669

2020
Actual
Transfer
(from)
$
(19,594)
0
(8,036,745)
(137,353)
(17,653,798)
(74,578)

‐

(230,955)

‐
‐
‐

(5,201,618)
(1,311,117)

‐
‐

(1,300,916)

‐

(1,131,948)

‐

(35,098,622)

2020
Actual
Closing
Balance
$
4,349,664
6,788,438
25,030,765

‐

8,403,351
350,008
707,291
28,666,160
2,018,137
397,652
685,034

‐

6,462,578
559,518
1,508,928
2,727,861
5,917,556
1,525,957
5,034,966
101,133,864

2020
Budget
Opening
Balance
$
3,790,736
6,954,877
33,834,374
319,539
21,972,144
412,606
630,835
24,133,560
2,107,613
356,085
676,042
5,286,075
8,178,226
821,524

‐
‐
‐
‐
‐

109,474,236

2020
Budget
Transfer
to
$
38,476
70,592
9,843,419
3,243
14,023,017
64,188
406,403
5,584,684
152,505
45,614
6,862
53,654
433,009
8,338
4,933,819
5,000,000
4,000,000
5,900,000
1,500,000
52,067,823

2020
Budget
Transfer
(from)
$
(380,995)
(100,000)
(14,130,246)
(322,782)
(17,798,036)
(60,000)
(400,000)
(7,004,704)

‐

(40,000)

‐

(5,339,729)

‐

(14,800)
(4,933,819)

‐
‐
‐
‐

(50,525,111)

2020
Budget
Closing
Balance
$
3,448,217
6,925,469
29,547,547

8,611,235
815,062

2019
Actual
Opening
Balance
$
3,758,149
5,502,176
30,621,651
358,479
21,222,806
399,276
608,930
23,919,144
1,924,579
341,959
655,680
5,007,286
5,477,133
621,192

2019
Actual
Transfer
to
$
126,807
2,537,138
4,715,007
49,451
18,576,673
71,265
88,536
780,158
65,582
50,176
19,858
171,143
526,593
20,497

2019
Actual
Transfer
(from)
$
(70,881)
(1,345,212)
(2,839,820)
(271,205)
(17,827,336)
(51,467)
(60)
(1,381,204)
(188)
(33)
(64)
(489)
(567)
(89,981)

2019
Actual
Closing
Balance
$
3,814,075
6,694,102
32,496,838
136,725
21,972,143
419,074
697,406
23,318,098
1,989,973
392,102
675,474
5,177,940
6,003,159
551,708

5,000,000
4,000,000
5,900,000
1,500,000
111,016,948

100,418,440

27,798,884

(23,878,507)

104,338,817

‐

18,197,125
416,794
637,238
22,713,540
2,260,118
361,699
682,904

‐

‐

‐
‐
‐
‐
‐

‐
‐
‐
‐
‐

‐
‐
‐
‐
‐

‐
‐
‐
‐
‐

All reserves are supported by cash and cash equivalents and financial assets at amortised cost and are restricted within equity as Reserves ‐ cash/financial assets backed.
In accordance with Council resolutions or adopted budget in relation to each reserve account, the purpose for which the reserves are set aside and their anticipated date of use are as follows
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CITY OF PERTH
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020
Name of Reserve
(a) Refuse Disposal and Treatment

Anticipated
date of use
3 Years

(b) Concert Hall ‐ Refurbishment and Maint.

ongoing

(c) Asset Enhancement

ongoing

(d) Street Furniture Replacement

3 Years

(e) Parking Levy
(f) Art Acquisition

ongoing
ongoing

(g) Heritage Incentive
(h) Parking Facilities Development
(i) Employee Entitlements

3 Years
10 Years
ongoing

(j)

5‐10 Years

David Jones Bridge

(k) Bonus Plot Ratio

5 Years

(l)

5‐10 Years

PCEC Fixed Plant Replacement

(m) Enterprise and Initative

5‐10 Years

(n) Public Art

3 Years

(o) Council House Refurbishment
(p) Technology Upgrade

1 Year
3 Years

(q) Major Infrastructure

ongoing

(r) Provisional Capital

1 Year

(s) Organisational Reform

3 Years

Purpose of the reserve
To allow for the development, construction and purchase of facilities and plant for the treatment, transportation and disposal of non‐industrial refuse. It may also be
utilised to assist with the phasing in of significant increases in standard rubbish service charges anticipated when recycling processes are extended
This reserve provides for the future maintenance of the Perth Concert Hall, and the replacement of its existing plant, furniture and carpets. The reserve also
accommodates provision for the design and construction of a new WASO facility should that eventuate.
This reserve was established to fund future capital expenditure for the replacement and enhancement of City assets and smooth the impact of the capital costs in any
rating year. The purpose and title of this reserve was changed from 1 July 2003 to allow for the use of these reserve funds in future financial years for the enhancement,
replacement, refurbishment and purchase of new assets or project works of the City.
Additional to this purpose is that project works funded from this reserve may not necessarily belong to the City, but may be carried out for the ultimate benefit of the
City. For administrative efficiency, this reserve will incorporate the Street Furniture Replacement Reserve from July 2019
This reserve was established in 1999 from proceeds received from the sale of a street furniture contract negotiated by the City with Adshel
Funds held are designated to be used for the purchase and improvement of the City’s street furniture, including water features. For administrative efficiency, this
reserve is being incorporated into the Asset Enhancement Reserve from July 2019.
This reserve was established to set aside funds to meet the State Government’s parking levy liability
This reserve was established to fund future additions to the art collection of the City. The reserve is funded from the proceeds of sale of artworks and the transfer of the
unexpended annual allocation for art acquisitions.
This reserve was established to fund heritage incentives to benefit properties on the City's heritage register
This reserve was established to enable parking facilities to be developed within the City, and parking equipment to be purchased
This reserve was established to fund the non‐current portion of employee entitlements for long service leave. During 2015, the purpose of this reserve was changed to
also include the non‐current portion for annual leave entitlements. This reserve will vary from year to year but it is likely to increase over time
This reserve was established in 2003 to fund major repairs, renovations or replacement of the pedestrian bridge over the Murray Street Mall between David Jones and
Forrest Chase. The allocations to this reserve are the unexpended maintenance contribution from the owner of the David Jones site, at the end of each financial year
This reserve was established to hold contributions in respect of Bonus Plot Ratio entitlements, pending expenditure on relevant streetscape improvements and /or public
art.
This reserve was established to provide for the future replacement of existing fixed plant not owned by the City, but which the City consumes and is obliged to replace
when required at the Perth Convention Exhibition Centre car park
The reserve is funded from distributions from the Tamala Park Regional Council in respect of land lots developed and sold and marketed as ‘Catalina Estate’, Clarkson.
The purpose of the reserve is to fund strategic projects to introduce and improve efficiencies and effectiveness in the City.
The Public Art Reserve was established to provide sufficient financial capacity to deliver new commissions of enduring public art identified in the City's draft Public Art
Strategy and any associated strategic plans developed for public art. The Reserve is funded through an annual capital budget allocation from the City . It is also proposed
that the City adopts a percent for art schemes, as proposed in the draft Public Art Strategy. This source of funding is intended to augment or eventually replace the
annual allocation to the Reserve. Monetary donations, gifts or bequests given to the City for public art may also be added to the reserve.
This reserve is established to fund future refurbishment to Council House to optimise use of the available floor space.
This reserve is established to provide funding to enhance the City's core technology systems to facilitate service based resource allocation models and more transparent
reporting of financial performance.
This reserve is established to provide funding flexibility to allow the accelerated delivery of large mulit‐year infrastructure projects where delivery synergies and cost
savings can be gained through aggregation of project stages.
This reserve is established to match delivery capacity with the proposed Capital Program. As projects are completed, this reserve will be drawn down to fund Capital
prgrams expected to occur later in the year.
This reserve is established to fund the anticipated costs of the City of Perth Inquiry and to provide funding towards corporate recovery, organisational development and
capacity building.
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CITY OF PERTH
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

5. OTHER FINANCIAL ASSETS
(a) Current assets
Financial assets at amortised cost
Financial assets at fair value through profit and loss

Other financial assets at amortised cost
Term deposits

Financial assets at fair value through profit and loss
Units held in unlisted Australian equity portfolio

(b) Non‐current assets
Financial assets at amortised cost
Financial assets at fair value through profit and loss

Financial assets at amortised cost
Mortgage Backed Securities (MBS)

Financial assets at fair value through profit and loss
Unlisted equity investments
Units in Local Government House Trust

2020
$

2019
$

117,750,000
5,479,198
123,229,198

102,250,000
5,931,271
108,181,271

117,750,000
117,750,000

102,250,000
102,250,000

5,479,198
5,479,198

5,931,271
5,931,271

2,370,916
178,053
2,548,969

2,448,395
175,171
2,623,566

2,370,916
2,370,916

2,448,395
2,448,395

178,053
178,053

175,171
175,171

The City of Perth holds 10 of the 620 units in the Local Government House Trust and recognises its share of the net
assets reported in the latest audited Financial Statements.
SIGNIFICANT ACCOUNTING POLICIES
Other financial assets at amortised cost
The City classifies financial assets at amortised cost if both of the following criteria are met:
‐ the asset is held within a business model whose objective is to collect the contractual cashflows, and
‐ the contractual terms give rise to cash flows that are solely payments of principal and interest.
Financial assets at fair value through profit and loss
The City classifies the following financial assets at fair value through profit and loss:
‐ debt investments which do not qualify for measurement at either amortised cost or fair value through other
comprehensive income.
‐ equity investments which the City has not elected to recognise fair value gains and losses through other
comprehensive income.
Impairment and risk
Information regarding impairment and exposure to risk can be found at Note 30.

| 18

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

6. TRADE AND OTHER RECEIVABLES
Current
Rates receivable
Trade and other receivables
GST receivable
Allowance for impairment of receivables
Accrued interest and investment income
Accrued Income
Modified penalties, fines and costs
Non‐current
Pensioner's rates and ESL deferred

2020
$

2019
$

2,552,460
1,855,703
1,002,673
(5,135,178)
691,488
902,744
7,575,926
9,445,816

914,187
2,280,076
642,097
(4,451,723)
868,832
892,905
8,084,413
9,230,787

42,539
42,539

59,293
59,293

The amounts shown relate to rates deferred by pensioners in accordance with the Rates and Charges
(Rebates and Deferment Act) 1992.
Please refer to Note 28(c) for details of the payment terms and interest charged on Rates outstanding.
Trade receivables are non‐interest bearing and are generally on terms of 30 to 90 days.
For aging of trade receivables and expected default rates, please refer to note 30(b).
SIGNIFICANT ACCOUNTING POLICIES
Trade and other receivables
Trade and other receivables include amounts due from ratepayers for unpaid rates and service charges
and other amounts due from third parties for goods sold and services performed in the ordinary course
Trade receivables are recognised at original invoice amount less any allowances for uncollectible amounts
(i.e. impairment). The carrying amount of net trade receivables is equivalent to fair value as it is due for
settlement within 30 days.
Impairment and risk exposure
Information about the impairment of trade receivables and their exposure to credit risk and interest rate
risk can be found in Note 30.
Classification and subsequent measurement
Receivables expected to be collected within 12 months of the end of the reporting period are classified as
current assets. All other receivables are classified as non‐current assets.
Trade receivables are held with the objective to collect the contractual cashflows and therefore measures
them subsequently at amortised cost using the effective interest rate method.
Due to the short term nature of current receivables, their carrying amount is considered to be the same
as their fair value. Non‐current receivables are indexed to inflation, any difference between the face
value and fair value is considered immaterial.
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NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

7. INVENTORIES
Current
Parking Equipment Spare Parts
Stores, Stock, Corporate and International Gifts
Recoverable Works
The following movements in inventories occurred during the year:
Carrying amount at beginning of period
Inventories expensed during the year
Write down of inventories to net realisable value
Additions to inventory
Carrying amount at end of period

2020
$

2019
$

384,192
328,170
94,329
806,691

377,331
426,237
26,041
829,609

829,609
(1,572,046)
(35,728)
1,584,856
806,691

1,072,442
(2,034,635)
(1,411)
1,793,213
829,609

SIGNIFICANT ACCOUNTING POLICIES
General
Inventories are measured at the lower of cost and net realisable value.
Net realisable value is the estimated selling price in the ordinary course of business less the estimated costs
of completion and the estimated costs necessary to make the sale.

8. OTHER ASSETS

Other assets ‐ current
Prepayments

2020
$

2019
$

1,961,292
1,961,292

1,384,093
1,384,093

SIGNIFICANT ACCOUNTING POLICIES
Other current assets
Other non‐financial assets include prepayments which represent payments in advance of receipt of goods
or services or that part of expenditure made in one accounting period covering a term extending beyond
that period.
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NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020

9.

PROPERTY, PLANT AND EQUIPMENT

(a) Movements in Carrying Amounts
Movement in the carrying amounts of each class of property, plant and equipment between the beginning and the end of the current financial year.
Land ‐ held for
redevelopment

15,750,000

Buildings ‐
Leasehold

Leasehold Total land and
Total buildings Improvements
buildings
$
$
262,093,547
559,932
660,794,292

11,753,525

‐

‐

‐

443,647

443,647

46,893

‐

‐

46,893

‐

490,540

(Disposals)

‐

‐

‐

(529,450)

(529,450)

(168,291)

‐

‐

(168,291)

‐

(697,741)

Revaluation (loss) / reversals transferred to
profit or loss

‐

‐

‐

‐

‐

‐

‐

‐

‐

2,600,000

2,317,421

513,970

2,831,391

8,002

5,439,393

‐

‐

(663,246)

(6,229,049)

(3,590,286)

(892,483)

(10,711,818)

(18,883)

(11,393,947)

‐

‐

Depreciation (expense)

2,600,000

‐

(663,246)

‐

‐

‐

Buildings
$
148,285,384

Buildings ‐
Heritage
$
59,042,731

Additions

Reclassification

Leasehold Land
$
57,436,755

Heritage Land

Total land
$
398,140,813

Balance at 1 July 2018

Land ‐ freehold land
$
313,200,533

‐

54,765,432

‐

‐

‐

‐

Transfers
Carrying amount at 30 June 2019

315,800,533

56,773,509

15,750,000

11,667,722

0
399,991,764

1,048,782
145,301,140

3,971,643
59,938,058

47,851
53,920,800

5,068,276
259,159,998

549,051

5,068,276
659,700,813

Comprises:
Gross carrying amount at 30 June 2019

315,800,533

65,661,377

15,750,000

11,667,722

408,879,632

275,422,512

127,524,251

57,466,547

460,413,310

669,758

869,962,700

Accumulated depreciation at 30 June 2019
Carrying amount at 30 June 2019

315,800,533

(8,887,868)
56,773,509

15,750,000

(8,887,868)
399,991,764

(130,121,372)
145,301,140

(67,586,193)
59,938,058

(3,545,747)
53,920,800

(201,253,312)
259,159,998

(120,707)
549,051

(210,261,887)
659,700,813

‐

‐

‐
11,667,722

Additions

‐

‐

‐

320,079

320,079

250,362

899,952

‐

1,150,314

‐

1,470,393

(Disposals)

‐

‐

‐

(371,828)

(371,828)

(13,809)

‐

‐

(13,809)

‐

(385,638)

(41,215,742)

9,329,973

Revaluation increments / (decrements)
transferred to revaluation surplus

(16,097,000)

Contributed Assets

‐

Depreciation (expense)

‐

Transfers
Carrying amount at 30 June 2020
Comprises:
Gross carrying amount at 30 June 2020
Accumulated depreciation at 30 June 2020
Carrying amount at 30 June 2020

‐

(12,228,742)

‐
(663,246)

‐

(12,890,000)

‐

‐

‐

‐

‐

‐

‐

‐
(663,246)

‐

14,335,581

(275,735)

‐

(5,345,114)

‐

3,709,124

30,233

14,335,581

‐

(37,476,384)
14,335,581

(7,019,751)

(3,957,335)

(899,884)

(11,876,970)

(75,756)

(12,615,972)

299,703,533

43,881,521

2,860,000

11,615,973

358,061,027

8,085,467
170,268,963

5,173,403
61,778,343

54,250
47,730,052

13,313,120
279,777,358

180,743
684,271

13,493,863
638,522,656

299,703,533

51,204,479
(7,322,958)
43,881,521

2,860,000

11,615,973

2,860,000

11,615,973

365,383,985
(7,322,958)
358,061,027

306,850,844
(136,581,881)
170,268,963

124,920,892
(63,142,549)
61,778,343

61,205,417
(13,475,365)
47,730,052

492,977,153
(213,199,795)
279,777,358

915,820
(231,549)
684,271

859,276,958
(220,754,302)
638,522,656

‐

299,703,533

‐

‐
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9. PROPERTY, PLANT AND EQUIPMENT (Continued)
(a) Movements in Carrying Amounts (Continued)
Movement in the carrying amounts of each class of property, plant and equipment between the beginning and the end of the current financial year.
Total land and
buildings
Balance at 1 July 2018
Additions
(Disposals)
Revaluation (loss) / reversals transferred to profit or loss

660,794,292

Furniture and
equipment
$
32,652,502

Plant and
equipment
$
15,945,114

490,540

476,728

3,195,406

(697,741)

(10,494)

(1,230,497)

‐

(1,938,732)

543,113

‐

543,113

‐

‐

Work in
Total property, plant and
Progress
equipment
$
$
49,042,894
758,434,802
24,212,421

28,375,096

5,439,393

(1,540,465)

(3,201,895)

‐

697,033

Depreciation (expense)

(11,393,947)

(3,190,612)

(3,385,456)

‐

(17,970,015)

Transfers
Carrying amount at 30 June 2019

5,068,276
659,700,813

1,987,188
30,374,847

1,438,954
13,304,739

(26,481,622)
46,773,693

(17,987,204)
750,154,092

Comprises:
Gross carrying amount at 30 June 2019

869,962,700

46,921,365

41,847,767

46,773,693

1,005,505,525

(210,261,887)
659,700,813

(16,546,518)
30,374,847

(28,543,028)
13,304,739

46,773,693

Additions

1,470,393

1,588,644

1,994,495

21,201,089

(Disposals)

(385,638)

(11,653)

(1,221,813)

Reclassification

Accumulated depreciation at 30 June 2019
Carrying amount at 30 June 2019

‐

(255,351,433)
750,154,092
26,254,621

‐

(1,619,104)

(37,476,384)

‐

‐

‐

(37,476,384)

14,335,581

25,500

‐

‐

14,361,081

Depreciation (expense)

(12,615,972)

(4,664,537)

(3,287,268)

‐

(20,567,777)

Transfers
Carrying amount at 30 June 2020

13,493,863
638,522,656

7,569,995
34,882,796

1,413,984
12,204,137

(40,623,127)
27,351,655

(18,145,285)
712,961,244

859,276,958
(220,754,302)
638,522,656

54,871,554
(19,988,758)
34,882,796

40,845,269
(28,641,132)
12,204,137

27,351,655

982,345,436
(269,384,192)
712,961,244

Revaluation increments / (decrements) transferred to revaluation surplus
Contributed Assets

Comprises:
Gross carrying amount at 30 June 2020
Accumulated depreciation at 30 June 2020
Carrying amount at 30 June 2020

‐

27,351,655
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9. PROPERTY, PLANT AND EQUIPMENT (Continued)
(b) Fair Value Measurements
The City measures the following asset and liability classes at fair value on a recurring basis:
Property Plant Equipment and Infrastructure
Financial Assets and Liabilities
The fair value of assets and liabilities must be estimated in accordance with various Accounting Standards for either recognition or
measurement requirements or for disclosure purposes.
AASB 13 Fair Value Measurement requires all assets and liabilities measured at fair value to be assigned to a “level” in the fair value
hierarchy as follows:
Level 1: Unadjusted quoted prices in active markets for identical assets or liabilities that the entity can access at the measurement date.
Level 2: Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either directly or indirectly.
Level 3: Inputs for the asset or liability that are not based on observable market data (unobservable inputs).
During the year there were no changes in the valuation techniques used by the City to determine the fair value of fixed assets using
either Level 2 or Level 3 inputs.

Asset Class
Land

Valuation
Fair Value
Technique
Hierarchy
2
Market approach
taking into
consideration
public sector
restrictions

Basis of
Date of Last
Valuation
Valuation
Inputs Used
Independent
30/06/2020 Applied to land held in freehold title and
registered valuer
assessed on the basis of the estimated amount
which the interest in each property being valued
might reasonably be expected to realise on the
date of valuation in an exchange between
market participants given highest and best use or
highest and best alternative use. This was
determined by comparison to recent sales of
land with similar characteristics. This was then
adjusted to reflect condition and comparability
and based on observable evidence. The valuation
of some restricted or otherwise non‐saleable
land has been valued using the cost approach.
This approach was used where, assuming the
City needed to purchase the land or acquire
additional land from an adjoining neighbour, the
value of that land could be determined based on
known zoning and town planning restrictions.
This was determined by comparison to recent
sales of land with similar characteristics. This was
then adjusted to reflect condition and
comparability and based on observable
evidence. As this was based on observable
evidence they have been classified as Level 2
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9.

PROPERTY, PLANT AND EQUIPMENT (Continued)

(b)

Fair Value Measurements (Continued)
Buildings

3

30/06/2020
Cost approach. The Independent
cost to replace the registered valuer
asset is calculated
and then adjusted
to take account of
accumulated
depreciation.

The
valuation
of
building,
structural
improvements and site services includes those
items that form part of the building services
installation (e.g. heating, cooling and climate
control equipment, lifts, escalators, fire alarms,
sprinklers and fire fighting equipment, and
general lighting). Excluded from this report are
all items of plant, machinery, equipment, cranes,
tools, furniture or chattels. The valuer
determined a value based on inter‐relationship
between a range of factors. These include asset
condition, legal and commercial obsolescence
and the determination of key depreciation
related assumptions such as residual value and
the pattern of consumption of the future
economic benefit.

Plant and Mobile
Equipment

3

Market conditions Independent
and the availability registered
of sales evidence
valuers and
Internal
Valuation

30/06/2019

Current condition and remaining useful life of
the assets.

Office Furniture
and Equipment
(Other)

3

Carrying cost

Internal
Valuation

30/06/2018

No material variance exists between the fair
value and the carrying cost of this class. It is
considered that the value disclosed (WDV) is
fairly stated as the assets will be held until
obsolete and there is no second hand market.

Office Furniture
and Equipment ‐
Concert Pianos

3

Market and cost
approach

Independent
30/06/2018
registered valuer

What could be reasonably expected on an open
market and the depreciated replacement cost
approach.

Office Furniture
and Equipment ‐
Major Computer
Software

3

Cost approach

Internal
Valuation

The cost to re‐establish and use the softwares
cognisant that copies each of the software's
structures presently exists offsite of the Main
Administration Building.

Office Furniture
and Equipment ‐
Artworks,
Memorabilia and
History Collection

2

Market and cost
approach

Independent
registered
valuers and
Internal
Valuation

Investment land

2

Market approach

Independent
30/06/2020
registered valuer

Value based either on the amounts for which the
assets could be exchanged between willing
parties in an arm’s length transaction, based on
current prices in an active market for similar
properties in the same location and condition, or
based on the continuation of its present use,
regardless of whether that represents the
highest and best use of the asset.

Investment
buildings

3

30/06/2020
Improvements to Independent
land valued using registered valuer
cost approach and
utilising the
depreciated
replacement cost

Improvements to land using construction costs
and current condition, residual values and
remaining useful life assessments (Level 3 )
inputs.

30/06/2018

30/06/2018 What could reasonably be expected on an open
market and depreciated replacement cost
approach.
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10. INFRASTRUCTURE
(a) Movements in Carrying Amounts
Movement in the carrying amounts of each class of infrastructure between the beginning and the end of the current financial year.

Balance at 1 July 2018
Additions
(Disposals)

Infrastructure ‐ roads
$
161,741,277

Infrastructure ‐ paths
and kerbs
Infrastructure ‐ drains
$
$
80,461,508
43,044,508

Infrastructure ‐
landscape
$
37,023,021

335,959

320,443

327,755

‐

(1,868,075)

(1,277,082)

(10,992)

Infrastructure ‐
Other infrastructure Total Infrastructure
elec/comm/lighting
$
$
$
13,779,268
41,171,662
377,221,244
14,100

645,631

1,643,888

(200,873)

(77,004)

(3,358,604)

(6,792,630)

Contributed Assets

‐

182,607

‐

‐

‐

‐

182,607

Initial Recognition Assets

‐

‐

17,816

‐

‐

‐

17,816

‐

Reclassification
Depreciation (expense)

1,904,472

4,749

1,909,221

(6,835,049)

(4,973,370)

(1,135,117)

(914,624)

(1,548,753)

(1,810,801)

(17,217,714)

Transfers
Carrying amount at 30 June 2019

3,326,935
156,701,047

4,216,628
78,930,734

1,542,306
43,786,276

1,388,167
37,295,691

2,947,960
17,020,043

1,041,499
37,694,136

14,463,495
371,427,927

Comprises:
Gross carrying amount at 30 June 2019
Accumulated depreciation at 30 June 2019
Carrying amount at 30 June 2019

256,437,362
(99,736,315)
156,701,047

137,997,023
(59,066,289)
78,930,734

86,713,744
(42,927,468)
43,786,276

44,176,345
(6,880,654)
37,295,691

28,453,444
(11,433,401)
17,020,043

54,986,581
(17,292,445)
37,694,136

608,764,499
(237,336,572)
371,427,927

513,833

804,033

152,859

459,025

332,617

903,344

3,165,711

(279,649)

(243,961)

(19,016)

(384,312)

(414,595)

(91,626)

(1,433,160)

192,224

549,297

60,010

‐

156,310

83,589

1,041,430

7,527

19,661

‐

38,207

‐

(6,798,115)

(5,009,855)

(1,157,638)

(961,330)

(2,123,467)

(1,839,832)

(17,890,236)

1,297,167
151,626,507

1,320,185
76,357,960

496,859
43,339,011

1,595,662
38,004,736

8,230,455
23,239,570

2,754,270
39,503,881

15,694,597
372,071,665

256,957,135
(105,330,628)
151,626,507

139,876,407
(63,518,447)
76,357,960

87,425,386
(44,086,375)
43,339,011

45,665,549
(7,660,813)
38,004,736

36,195,887
(12,956,316)
23,239,571

58,627,450
(19,123,569)
39,503,881

624,747,814
(252,676,148)
372,071,666

Additions
(Disposals)
Contributed Assets
Initial Recognition Assets
Depreciation (expense)
Transfers
Carrying amount at 30 June 2020
Comprises:
Gross carrying amount at 30 June 2020
Accumulated depreciation at 30 June 2020
Carrying amount at 30 June 2020

‐

65,396
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10. INFRASTRUCTURE (Continued)
(b) Fair Value Measurements
Fair Value
Hierarchy

Asset Class
Infrastructure ‐ Roads, Drainage, Landscape,
Lights, Footpaths and Kerbs, River Walls,
Other Infrastructure

3

Valuation Technique

Basis of Valuation

Depreciated cost valuation technique. This
method uses the asset current
replacement cost less accumulated
depreciation calculated on the basis of
such cost to reflect potential of the asset
as established then adjusted to take into
account the expired service potential of
the asset based on visual condition
assessment where relevant. The current
replacement cost was measured by
referencing the lowest cost at which the
asset could be obtained in the normal
course of business. The total cost values
have been calculated using unit cost rate
based on current tender and general
market rates. These unit cost rates were
verified by an independent third party
company that specialises in benchmarking
construction costs.

Independent construction cost
consultant and internal
valuation

Date of Last
Valuation
30/06/2018

Inputs Used
Level 3 valuation inputs have been applied to all
infrastructure asset classes, being construction cost and
current condition and remaining useful life assessments.

Level 3 inputs are based on assumptions with regards to future values and patterns of consumption utilising current information. If the basis of these assumptions were varied, they
have the potential to result in a significantly higher or lower fair value measurement.
During the period there were no changes in the valuation techniques used to determine the fair value of infrastructure using level 3 inputs.
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11. FIXED ASSETS
SIGNIFICANT ACCOUNTING POLICIES
Fixed assets
Each class of fixed assets within either plant and equipment or infrastructure, is carried at cost or fair value as indicated less, where
applicable, any accumulated depreciation and impairment losses.
Initial recognition and measurement between mandatory revaluation dates
Assets for which the fair value as at the date of acquisition is under $5,000 are not recognised as an asset in accordance with Financial
Management Regulation 17A (5). These assets are expensed immediately.
Where multiple individual low value assets are purchased together as part of a larger asset or collectively forming a larger asset exceeding the
threshold, the individual assets are recognised as one asset and capitalised.
In relation to this initial measurement, cost is determined as the fair value of the assets given as consideration plus costs incidental to the
acquisition. For assets acquired at no cost or for nominal consideration, cost is determined as fair value at the date of acquisition. The cost of
non‐current assets constructed by the City includes the cost of all materials used in construction, direct labour on the project and an
appropriate proportion of variable and fixed overheads.
Individual assets acquired between initial recognition and the next revaluation of the asset class in accordance with the mandatory
measurement framework, are recognised at cost and disclosed as being at fair value as management believes cost approximates fair value.
They are subject to subsequent revaluation at the next anniversary date in accordance with the mandatory measurement framework.
Revaluation
The fair value of fixed assets is determined at least once every five years in accordance with the regulatory framework, or when Council is of
the opinion that the fair value of an asset is materially different from its carrying amount. At the end of each period the valuation is reviewed
and where appropriate the fair value is updated to reflect current market conditions. This process is considered to be in accordance with Local
Government (Financial Management) Regulation 17A (2) which requires property, plant and equipment to be shown at fair value.
Increases in the carrying amount arising on revaluation of assets are credited to a revaluation surplus in equity. Decreases that offset previous
increases of the same class of asset are recognised against revaluation surplus directly in equity. All other decreases are recognised in profit or
loss.
Land under roads
In Western Australia, all land under roads is Crown Land, the responsibility for managing which, is vested in the local government.
Effective as at 1 July 2008, Council elected not to recognise any value for land under roads acquired on or before 30 June 2008.
This accords with the treatment available in Australian Accounting Standard AASB 1051 Land Under Roads and Local Government (Financial
Management) Regulation 17(a)(i) and (ii).
In respect of land under roads acquired on or after 1 July 2008, as detailed above, Local Government (Financial Management) Regulation
17(a)(i) and (ii) prohibits local governments from recognising such land as an asset.
Whilst such treatment is inconsistent with the requirements of AASB 1051 , Local Government (Financial Management) Regulation 4(2)
provides, in the event of such an inconsistency, the Local Government (Financial Management) Regulations prevail.
Consequently, any land under roads acquired on or after 1 July 2008 is not included as an asset of the City.
Impact of amendments to Local Government (Financial Management) Regulations on the City's Financial Statements.
The deletion of Local Government (Financial Management) Regulation 16 and the amendment to Local Government (Financial
Management) Regulation 17A has not had an impact on the City's Financial Statements as right‐of‐use assets are carried at cost.
The City's right to use a) Crown land' or b) other land that is not owned by the local government, that is vested in the local government at nil
or nominal cost is measured using the cost model in accordance with Australian Accounting Standards . Measurement of right‐of‐use assets
at cost is consistent with Australian Accounting Standard AASB 16.
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11. FIXED ASSETS
(a) Disposals of Assets

Land ‐ held for redevelopment
Buildings
Furniture and equipment
Plant and equipment
Infrastructure ‐ roads
Infrastructure ‐ paths and kerbs
Infrastructure ‐ drains
Infrastructure ‐ landscape
Infrastructure ‐ elec/comm/lighting
Other infrastructure

2020
2020
Actual
Actual
Net Book
Sale
Value Proceeds
$
$
371,828
753,135
13,809
‐
‐
11,653
1,221,813 1,202,474
‐
279,649
‐
243,961
‐
19,016
‐
384,312
‐
414,595
‐
91,626
3,052,262 1,955,608

2020
Actual
Profit
$
381,306

‐
‐

107,348

‐
‐
‐
‐
‐
‐

488,654

2020
Actual
Loss
$

‐
(13,809)
(11,653)
(126,687)
(279,649)
(243,961)
(19,016)
(384,312)
(414,595)
(91,626)
(1,585,308)

2020
Budget
Net Book
Value
$

2020
Budget
Sale
Proceeds
$

‐

‐

101,811
‐
57,006
6,440
1,259,082 1,318,951

‐
‐
‐
‐
‐

‐
‐
‐
‐
‐
‐

1,677,221
3,095,120 1,325,391

2020
Budget
Profit
$

350,000
‐
‐

2020
Budget
Loss
$

‐

226,663

(101,811)
(50,566)
(166,794)

576,663

(1,677,221)
(1,996,392)

‐
‐
‐
‐
‐
‐

‐
‐
‐
‐
‐

2019
2019
Actual
Actual
Net Book
Sale
Value Proceeds
$
$
529,450
828,226
168,291
‐
10,494
‐
1,230,497 1,032,639
1,868,075
‐
1,277,082
‐
10,992
‐
200,873
‐
77,004
‐
3,358,604
‐
8,731,361 1,860,865

2019
Actual
Profit
$
298,776

‐
‐

119,576

‐
‐
‐
‐
‐
‐

418,352

2019
Actual
Loss
$

‐
(168,291)
(10,494)
(317,434)
(1,868,075)
(1,277,082)
(10,992)
(200,873)
(77,004)
(3,358,604)
(7,288,848)

CITY OF PERTH
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
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11. FIXED ASSETS (Continued)
(a) Disposals of Assets (Continued)
The following assets were disposed of during the year.
2020
Actual
Net Book Value
$

2020
Actual
Sale Proceeds
$

2020
Actual
Profit
$

2020
Actual
Loss
$

Law, order, public safety
Gains on Disposal
Plant and Equipment

30,550

34,620

4,070

‐

Losses on Disposal
Infrastructure

27,776

‐

‐

(27,776)

Community amenities
Gains on Disposal
Land ‐ held for redevelopment
Plant and Equipment

371,828
216,656

753,135
269,947

381,306
53,291

‐
‐

Losses on Disposal
Furniture and Equipment
Plant and Equipment

6,920
226,201

‐
154,998

‐
‐

(6,920)
(71,202)

Recreation and culture
Gains on Disposal
Plant and Equipment

117,825

137,330

19,504

‐

Losses on Disposal
Buildings
Furniture and Equipment
Plant and Equipment
Infrastructure

13,809
3,086
210,453
676,768

‐
‐
‐

‐
‐
‐
‐

15,000

27,444

12,444

Losses on Disposal
Furniture and Equipment
Plant and Equipment
Infrastructure

1,183
112,752
728,616

‐
88,531

‐

‐
‐
‐

Other property and services
Gains on Disposal
Plant and Equipment

181,817

199,856

18,039

‐

Losses on Disposal
Plant and Equipment
Furniture and Equipment

110,558
464

101,964

‐
‐

(8,594)
(464)

3,052,262

1,955,608

Transport
Gains on Disposal
Plant and Equipment

187,784

‐

488,654

(13,809)
(3,086)
(22,670)
(676,768)

‐
(1,183)
(24,221)
(728,616)

(1,585,309)

(b) Fully Depreciated Assets in Use
The gross carrying value of assets held by the City which are currently in use yet fully depreciated are shown in the table below.
2020
2019
$
$
Buildings
‐
871,036
Furniture and equipment
2,309,611
1,931,981
Plant and equipment
9,261,246
8,869,139
Investment Buildings
2,658,500
2,596,000
Computers and IT
4,646,839
3,727,317
Infrastructure
279,889
149,738
19,156,085
18,145,211
As a result of the Land and Buildings revaluation and re‐grouping of component assets there are no buildings reported as fully
depreciated at 30 June 2020.
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11. FIXED ASSETS
(c) Depreciation
Leasehold Land
Buildings
Buildings ‐ Heritage
Buildings ‐ Leasehold
Leasehold Improvements
Furniture and equipment
Plant and equipment
Infrastructure ‐ roads
Infrastructure ‐ paths and kerbs
Infrastructure ‐ drains
Infrastructure ‐ landscape
Infrastructure ‐ elec/comm/lighting
Other infrastructure
Right of use assets ‐ buildings

2020
Actual
$
663,246
7,019,751
3,957,335
899,884
75,756
4,664,537
3,287,268
6,798,115
5,009,855
1,157,638
961,330
2,123,467
1,839,832
101,146
38,559,160

2020
Budget
$
‐
10,350,761
‐
‐
1,636,429
2,784,819
2,868,628
7,366,660
5,167,248
1,186,250
911,048
1,357,019
1,912,705
‐
35,541,567

2019
Actual
$
663,246
6,229,049
3,590,286
892,483
18,883
3,190,612
3,378,638
6,835,049
4,973,370
1,135,117
914,624
1,548,753
1,810,801
‐
35,180,911

SIGNIFICANT ACCOUNTING POLICIES
Depreciation
The depreciable amount of all fixed assets including buildings but excluding freehold land and vested land, are depreciated
on a straight‐line basis over the individual asset’s useful life from the time the asset is held ready for use. Leasehold
improvements are depreciated over the shorter of either the unexpired period of the lease or the estimated useful life of
The assets residual values and useful lives are reviewed, and adjusted if appropriate, at the end of each reporting period.
An asset's carrying amount is written down immediately to its recoverable amount if the asset's carrying amount is greater
than its estimated recoverable amount.
Gains and losses on disposals are determined by comparing proceeds with the carrying amount. These gains and losses are
included in the statement of comprehensive income in the period in which they arise.
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11. FIXED ASSETS (Continued)
SIGNIFICANT ACCOUNTING POLICIES (Continued)
Depreciation rates
Typical estimated useful lives for the different asset classes for the current and prior years are included in the table below:
Asset Class
Land
Leasehold Interest
Buildings
Buildings (including components
and leasehold interest)
Leasehold Improvements
Infrastructure
Roads – Pavement
– Seal
– Ancillary
Footpaths – Footpaths
– Kerbs
Street Lighting
Drainage
Reticulation
Overpasses and Underpasses
Street Furniture
Riverwall
Other
Plant and Mobile Equipment
Major Plant and Equipment
Sedans and Utilities
Pumps and Bores
Minor Plant and Equipment
Specialised Parking Equipment
Office Furniture and Equipment
Furniture and Equipment
Computer Equipment and Software

Useful life

Residual Value

99 years

Nil

10 to 100 years

Nil

Term of Lease

Nil

80 years
20 years
20 to 50 years
15 to 50 years
20 to 50 years
10 to 40 years
20 to 80 years
10 to 40 years
40 to 70 years
5 to 50 years
50 to 60 years
5 to 10 years

Nil
Nil
Nil
Nil
Nil
Nil
Nil
Nil
Nil
Nil
Nil
Nil

4 to 10 years
2 to 3 years
7 to 15 years
2 to 7 years
7 to 15 years

10 to 40%
50 to 65%
Nil
5% to Nil
Nil

2 to 15 years
3 to 5 years

Nil
Nil

Depreciation on revaluation
When an item of property, plant and equipment is revalued, any accumulated depreciation at the date of the revaluation is
treated in one of the following ways:
(a) The gross carrying amount is adjusted in a manner that is consistent with the revaluation of the carrying amount of the
asset. For example, the gross carrying amount may be restated by reference to observable market data or it may be
restated proportionately to the change in the carrying amount. The accumulated depreciation at the date of the revaluation
is adjusted to equal the difference between the gross carrying amount and the carrying amount of the asset after taking
into account accumulated impairment losses; or
(b) Eliminated against the gross carrying amount of the asset and the net amount restated to the revalued amount of the
asset.
Amortisation
All intangible assets with a finite useful life, are amortised on a straight‐line basis over the individual asset’s useful life from
the time the asset is held for use.
The residual value of intangible assets is considered to be zero and the useful life and amortisation method are reviewed at
the end of each financial year.
Amortisation is included within Depreciation on non‐current assets in the Statement of Comprehensive Income and in the
note above.
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12. LEASES
(a) Right of Use Assets
Movement in the carrying amounts of each class of right of use
asset between the beginning and the end of the current
financial year.
Right of use assets ‐
buildings
$

Right of use assets
Total
$

Recognised on initial application of AASB 16
Restated total equity at the beginning of the financial year

3,302,938
3,302,938

3,302,938
3,302,938

Depreciation (expense)
Carrying amount at 30 June 2020

(101,146)
3,201,792

(101,146)
3,201,792

(112,300)
(59,797)
(172,097)

(112,300)
(59,797)
(172,097)

Carrying amount at 30 June 2019

(b) Cash outflow from leases
Interest expense on lease liabilities
Lease principal expense
Total cash outflow from leases

‐

‐

SIGNIFICANT ACCOUNTING POLICIES
Leases
At inception of a contract, the City assesses if the contract contains or is a lease. A contract is, or contains, a lease if
the contract conveys the right to control the use of an identified asset for a period of time in exchange for
consideration.
At the commencement date, a right of use asset is recognised at cost and lease liability at the present value of the
lease payments that are not paid at that date. The lease payments are discounted using the interest rate implicit in the
lease, if that rate can be readily determined. If that rate cannot be readily determined, the City uses its incremental
borrowing rate.
Right of use assets are subsequently measured under the revaluation model as they relate to asset classes that are
also revalued.
Right of use assets are depreciated over the lease term or useful life of the underlying asset, whichever is the shortest.
Where a lease transfers ownership of the underlying asset, or the cost of the right of use asset reflects that the City
anticipates to exercise a purchase option, the specific asset is amortised over the useful life of the underlying asset.

All contracts that are classified as short‐term leases (i.e. a lease with a remaining term of 12 months or less) and leases
of low value assets are recognised as an operating expense on a straight‐line basis over the term of the lease. Leases
for right of use assets are secured over the asset being leased.
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13. REVALUATION SURPLUS

Revaluation surplus ‐ Land
Revaluation surplus ‐ Leasehold Land
Revaluation surplus ‐ Buildings
Revaluation surplus ‐ Leasehold Buildings
Revaluation surplus ‐ Furniture and equipment
Revaluation surplus ‐ Artworks
Revaluation surplus ‐ Infrastructure

2020
Opening
Balance
$
(302,208,249)
(12,976,790)
(94,325,622)
(6,156,491)
(921,951)
(7,124,995)
(46,207,464)

2020
Total Movement on
Revaluation
$
28,987,000
12,976,790
(9,054,238)
5,314,880

2020
Asset
Reclassification
$

‐
‐
(939,002)

‐
‐
‐
‐
‐
‐
‐

(469,921,562)

37,285,430

‐

2020
Closing
Balance
$
(273,221,249)

2019
Total Movement on
Revaluation
$
(134,569)

(103,379,860)
(841,611)
(921,951)
(7,124,995)
(47,146,466)

2019
Opening
Balance
$
(302,073,680)
(12,976,790)
(100,565,076)
(6,156,491)
(921,951)
(7,124,995)
(47,385,407)

(432,636,132)

(477,204,390)

7,282,828

‐

‐
(1,080,196)

‐
‐
‐
8,497,593

2019
Asset
Reclassification
$

‐
‐

7,319,650

‐
‐
‐
(7,319,650)

‐

2019
Closing
Balance
$
(302,208,249)
(12,976,790)
(94,325,622)
(6,156,491)
(921,951)
(7,124,995)
(46,207,464)
(469,921,562)

Movements on revaluation of property, plant and equipment (including infrastructure) are not able to be reliably attributed to a program as the assets were revalued by class as provided for by AASB 116 Aus 40.1.
Land and Buildings were revalued in the reporting period ending 30 June 2020 using an external valuer. $939,002 revaluation adjustment on infrastructure was made reflecting revaluation on disposals.
As at 30 June 2019, $7,319,650 was reclassified from buildings to infrastructure during the reporting period. This relates to Padbury Walkways being reclassified as Bridges (Infrastructure) not Buildings.
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14. INVESTMENT PROPERTY
Investment Land
Carrying balance at 1 July
Transfers
Net gain/(loss) from fair value adjustment
Closing balance at 30 June

2020

2019

Actual
$

Actual
$

8,833,500

8,720,000
485,000
(371,500)
8,833,500

‐

6,500
8,840,000

Investment Buildings
Carrying balance at 1 July
Transfers
Net gain/(loss) from fair value adjustment
Closing balance at 30 June

(1,805,500)
8,092,000

9,014,650
692,340
190,510
9,897,500

Total Investment Property

16,932,000

18,731,000

9,897,500

‐

Investment Land and Properties are revalued annually by an independent valuer. The result of the valuation carried
out at 30 June 2020 was an increase to the value of Investment Land of $6,500 and a decrease to the value of
Investment Buildings of $1,805,500.
There was no change in the valuation method used in the valuation of Investment Properties during the reporting
period.
Investment property is held to generate long‐term rental yields. All tenant leases are on an arms‐length basis apart
from two short term tenancies that are on peppercorn rentals as they are deemed to be of benefit to the
community.
2020
2019
Amounts recognised in profit or loss for investment properties
Rental income
Direct operating expenses from property that generated rental
income

Actual
$
1,369,353

Actual
$
1,692,334

529,952

316,651

Leasing arrangements
Investment properties are leased out on operating leases. Rental income amounts of $1,369,353 (30 June 2019 :
$1,692,334) are included within revenue. Direct operating expenses of $529,952 (2019: $316,651) were reported
within other expenses, of which Nil (30 June 2019 : Nil ) were incurred on vacant properties that did not generate
rental income.
Lease contracts are all non‐cancellable for the term of each lease. Future minimum lease rentals are as follows:
2020
2019
Actual
Actual
$
$
Within one year
1,365,607
1,624,187
Later than one year but not later than 5 years
2,081,675
2,315,298
Later than 5 years
2,297,573
2,666,470
5,744,855
6,605,955
SIGNIFICANT ACCOUNTING POLICIES
Investment properties
Investment properties are principally freehold buildings, held for long‐term rental yields and not occupied by the
City. They are carried at fair value. Changes in the fair values are presented in profit or loss as a part of other
revenue.
Fair value of investment properties
A management valuation was performed to determine the fair the valuation were discount rates, terminal yields,
expected vacancy rates and rental growth rates estimated by management based on comparable transactions and
industry data.
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15. TRADE AND OTHER PAYABLES
Current
Sundry creditors
Prepaid rates
Accrued expenses
Bonds and deposits held
Income in advance
Accrued interest
Other payables

2020
$

2019
$

9,147,362
539,622
4,792,578
3,299,093
1,450,360
91,547
1,573,819
20,894,381

13,305,757
328,421
3,366,309
3,778,875
1,622,426
152,711
1,321,632
23,876,131

SIGNIFICANT ACCOUNTING POLICIES
Trade and other payables
Trade and other payables represent liabilities for goods and services provided to the City prior to the end of
the financial year that are unpaid and arise when the City becomes obliged to make future payments in
respect of the purchase of these goods and services.
The amounts are unsecured, are recognised as a current liability and are normally paid within 30 days of
recognition.
Prepaid rates
Prepaid rates are, until the taxable event has occurred (start of the next financial year), refundable at the
request recognises revenue for the prepaid rates that have not been refunded.

16. CONTRACT LIABILITIES
2020
$

2019
$

Current
Contract liabilities from contracts with customers

Non‐current
Contract liabilities from transfers for recognisable non financial
assets
Performance obligations from contracts with customers are
expected to be recognised as revenue in accordance with the
following time bands:
Less than 1 year
1 to 2 years

264,042
264,042

2,153,243
2,153,243

100,530
100,530

‐
‐

992,285
1,425,000
2,417,285

SIGNIFICANT ACCOUNTING POLICIES
Contract Liabilities
Contract liabilities represent the City's obligation to transfer goods or services to a customer for which the
City has received consideration from the customer.
Contract liabilities are recognised as revenue when the performance obligations in the contract are
satisfied.
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17. LEASE LIABILITIES
(a) Lease Liabilities
Current
Non‐current

2020
$
61,830
3,181,311
3,243,141

2019
$

‐
‐
‐

(b) Movements in Carrying Amounts

Purpose
Community amenities
AMP Access Ramp
Transport
Allendale ‐ Trinity Underpass
City Arcade ‐ Trinity Underpass

Institution

Lease
Interest
Rate

Actual
Lease Lease Principal
1 July 2019
Term
$

30 June 2020
30 June 2020
Actual
Actual
New Lease Principal
Leases
Repayments
$
$

30 June 2020
Actual
Lease Principal
Outstanding
$

30 June 2020
Actual
Lease Interest
Repayments
$

Crown

3.40% 53 years

121,990

‐

852

121,138

4,147

Crown
Crown

3.40% 32 years
3.40% 32 years

527,636
2,653,312
3,302,938

‐
‐
‐

9,778
49,167
59,797

517,858
2,604,145
3,243,141

17,940
90,213
112,300

The City holds leases for the three buildings identified above.
The City has adopted the partial retrospective application of AASB16 recognising the present value of remaining lease payments using the incremental borrowing cost provided by
WATC for public institutions as the discount rate.

| 36

CITY OF PERTH
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2020
18. INFORMATION ON BORROWINGS
(a) Borrowings

2020
$
4,233,037
4,545,934
8,778,971

Current
Non‐current

2019
$
6,904,163
8,778,971
15,683,134

(b) Repayments ‐ Borrowings
30 June 2020 30 June 2020 30 June 2020
Actual
Actual
Actual
Actual
Loan
Interest
Principal
Principal
Interest
Principal
1 July 2019 repayments repayments outstanding
Number Institution Rate
$
$
$
$

Particulars
Recreation and culture

165
167

WATC *
WATC *

4.02%
3.63%

2,965,258
8,691,734

1,095,109
2,566,502

(116,391)
(322,281)

PCEC Car Park
160
Elder Street Car Park
164
Goderich Street Car Park 166

WATC *
WATC *
WATC *

6.15%
6.26%
4.02%

552,087
3,076,509
397,546

552,087
2,543,647
146,819

(134,195)
(15,604)

Civic Library
Civic Library

1,870,150
6,125,232

30 June 2020 30 June 2020 30 June 2020
Budget
Budget
Budget
Budget
Principal
Principal
Interest
Principal
1 July 2019 repayments repayments outstanding
$
$
$
$
2,965,258
8,691,735

1,095,109
2,566,502

(114,376)
(316,732)

552,086
3,076,508
397,546

552,086
2,543,647
146,819

(126,966)
(15,334)

1,870,149
6,125,233

30 June 2019 30 June 2019 30 June 2019
Actual
Actual
Actual
Actual
Principal
Principal
Interest
Principal
1 July 2018 repayments repayments outstanding
$
$
$
$
3,802,764
11,167,148

837,506
2,475,414

(156,228)
(429,621)

2,965,258
8,691,734

2,678,091
4,973,910
509,829

2,126,004
1,897,401
112,283

(105,886)
(272,274)
(20,946)

552,087
3,076,509
397,546

Transport

‐

‐

532,862
250,727

‐

‐

532,861
250,727

* WA Treasury Corporation
The mode of payment is quarterly.
Loan debentures issued by the City are secured over the general funds of the City
*Interest repayments include the guarantee fee.
All loan repayments were financed by general purpose revenue.
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18. INFORMATION ON BORROWINGS (Continued)

(c) Undrawn Borrowing Facilities
Credit Standby Arrangements
Credit card limit
Credit card balance at balance date
Total amount of credit unused
Loan facilities
Loan facilities ‐ current
Loan facilities ‐ non‐current
Lease liabilities ‐ current
Lease liabilities ‐ non‐current
Total facilities in use at balance date
Unused loan facilities at balance date

2020
$

2019
$

80,000
(3,864)
76,136

80,000
(6,358)
73,642

4,233,037
4,545,934
61,830
3,181,311
12,022,112

6,904,163
8,778,971
15,683,134

Nil

Nil

‐
‐

The City does not have an overdraft facility and no longer uses Purchasing Cards.
SIGNIFICANT ACCOUNTING POLICIES
Financial liabilities
Financial liabilities are recognised at fair value when the City becomes a party to the contractual provisions to
the instrument.
Non‐derivative financial liabilities (excluding financial guarantees) are subsequently measured at amortised
cost. Gains or losses are recognised in profit or loss.
Financial liabilities are derecognised where the related obligations are discharged, cancelled or expired. The
difference between the carrying amount of the financial liability extinguished or transferred to another party
and the fair value of the consideration paid, including the transfer of non‐cash assets or liabilities assumed, is
recognised in profit or loss.
Borrowing costs
Borrowing costs are recognised as an expense when incurred except where they are directly attributable to
the acquisition, construction or production of a qualifying asset.
Where this is the case, they are capitalised as part of the cost of the particular asset until such time as the
asset is substantially ready for its intended use or sale.
Risk
Information regarding exposure to risk can be found at Note 30.

| 38

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

19. EMPLOYEE RELATED PROVISIONS
(a) Employee Related Provisions

Opening balance at 1 July 2019
Current provisions
Non‐current provisions
Additional provision
Amounts used
Balance at 30 June 2020
Comprises
Current
Non‐current

Amounts are expected to be settled on the following basis:
Expected reimbursements from other WA local governments

Provision for
Annual
Leave
$

Provision for
Long Service
Leave
$

Total
$

4,904,535
419,791
5,324,326

5,639,741
1,299,322
6,939,063

10,544,276
1,719,113
12,263,389

5,441,973
(5,104,628)
5,661,671

1,087,028
(1,067,597)
6,958,494

6,529,001
(6,172,225)
12,620,165

5,222,850
438,821
5,661,671

5,443,117
1,515,377
6,958,494

10,665,967
1,954,198
12,620,165

2020
$
699,433
12,620,165

2019
$
630,740
12,263,389

Timing of the payment of current leave liabilities is difficult to determine as it is dependent on future decisions of employees.
Expected settlement timings are based on information obtained from employees and historical leave trends and assumes no
events will occur to impact on these historical trends.
SIGNIFICANT ACCOUNTING POLICIES
Employee benefits
Short‐term employee benefits
Provision is made for the City’s obligations for short‐term employee benefits. Short‐term employee benefits are benefits (other
than termination benefits) that are expected related service, including wages, salaries and sick leave.
Short‐term employee benefits are measured at the (undiscounted) amounts expected to be paid when the obligation is settled.
The City’s obligations for short‐term employee benefits such as wages, salaries and sick leave are recognised as a part of
current trade and other payables in the statement of financial position.
Other long‐term employee benefits
The City’s obligations for employees’ annual leave and long service leave entitlements are recognised as provisions in the
statement of financial position.
Long‐term employee benefits are measured at the present value of the expected future payments to be made to employees.
Expected future payments incorporate anticipated future wage and salary levels, durations of service and employee departures
and are discounted at rates determined by reference to market yields at the end of the reporting period on government bonds
that have maturity dates that approximate the terms of the obligations. Any remeasurements for changes in assumptions of
obligations for other long‐term employee benefits are recognised in profit or loss in the periods in which the changes occur.
The City's obligations for long‐term employee benefits are presented as non‐current provisions in its statement of financial
position, except where the City does not have an unconditional right to defer settlement for at least 12 months after the end of
the reporting period, in which case the obligations are presented as current provisions.
Provisions
Provisions are recognised when the City has a present legal or constructive obligation, as a result of past events, for which it is
probable that an outflow of economic benefits will result and that outflow can be reliably measured.
Provisions are measured using the best estimate of the amounts required to settle the obligation at the end of the reporting
period.

| 39

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

20. OTHER PROVISIONS

Total
$
Opening balance at 1 July 2019
Current provisions
Non‐current provisions

387,726

‐
387,726

Additional provision
Amounts used
Balance at 30 June 2020
Comprises
Current
Non‐current

255,466
(157,329)
485,863

485,863

‐
485,863

Self‐ funded Leave
Other Provisions includes employee benefits to self‐funded leave which are recognised as leave not
taken at balance date calculated at current rates of pay.
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21. NOTES TO THE STATEMENT OF CASH FLOWS
Reconciliation of Cash
For the purposes of the Statement of Cash Flows, cash includes cash and cash equivalents.
The City has no bank overdrafts.
Cash at the end of the reporting period is reconciled to the related items in the Statement of Financial Position
as follows:

Cash and cash equivalents

2020
Actual
$

2020
Budget
$

2019
Actual
$

37,727,249

128,262,946

46,473,723

13,085,739

3,628,940

7,628,187

Reconciliation of Net Cash Provided By
Operating Activities to Net Result
Net result
Non‐cash flows in Net result:
Adjustments to fair value of financial assets at fair value
through profit and loss
Adjustments to fair value of investment land
Adjustments to fair value of investment buildings
Depreciation on non‐current assets
(Profit)/loss on sale of asset
Share of profits of associates
Loss on revaluation of fixed assets
Contributed Assets
Disposal of development land at Tamala Park
Fair value adjustments to financial assets at amortised cost
Initial recognition of assets
Changes in assets and liabilities:
(Increase)/decrease in receivables
(Increase)/decrease in inventories
(Increase)/decrease in Deposits and Prepayments
(Increase)/decrease in Accrued Interest and Dividend Income
Increase/(decrease) in payables
Increase/(decrease) in provisions
Increase/(decrease) in contract liabilities
Non‐operating grants, subsidies and contributions
Net cash from operating activities

(2,882)
(6,500)
1,805,500
38,559,160
1,477,960
207,201

‐
(15,402,511)
(381,306)
(21,853)
(65,396)
(375,619)
22,918
(577,199)
177,344
(4,111,356)
454,913
264,042
(1,754,712)
33,355,443

‐
‐
‐

35,541,567
1,419,729

‐
‐
‐
‐
‐
‐
‐
‐
‐
‐
‐
‐
‐

(1,191,862)
39,398,374

(20,503)
371,500
(190,510)
35,181,475
7,169,271
(76,174)
(543,113)
(182,606)
(298,776)
(9,206)
(17,815)
1,274,792
242,833
353,082
223,370
3,043,249
52,586

‐

(1,572,765)
52,628,877
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22. TOTAL ASSETS CLASSIFIED BY FUNCTION AND ACTIVITY
2020
$
Governance
General purpose funding
Law, order, public safety
Health
Education and welfare
Housing
Community amenities
Recreation and culture
Transport
Economic services
Other property and services

173,863,672
4,291,012
7,229,901
199,477
5,289,755
472,711
57,732,046
197,010,567
765,751,599
4,910,148
74,177,082
1,290,631,431

2019
$
158,211,661
12,084,055
5,553,502
309,136
5,165,636
502,874
68,721,823
207,747,356
806,053,413
5,729,049
48,917,377
1,318,893,178

23. CONTINGENT LIABILITIES
Commitment – Deed of Guarantee
In line with other equity holders in the Mindarie Regional Council (MRC) the City has guaranteed, proportionate to its equity
share (one twelfth), the obligations of MRC to the contractor who built and is operating the Neerabup Recovery Facility. Such
guarantee can be called upon in the event of a default event during the contractors operation of the facility. The share of the
liability that could be generated by the exercise of the guarantee is estimated at an amount between $7.21 million diminishing
to $1.5 million depending on the time of any such default event.
City of Perth Superannuation Plan (CPSP) Defined Benefit Members
The plan has a number of different participating employers contributing to the defined benefit of the plan. There is no
segregation of the assets applicable to each employer on a day to day basis and the individual employer may not be able to
accurately identify its share of the underlying financial position of the multi‐employer plan with sufficient reliability for
accounting purposes. The plan is therefore accounted for as a defined contribution plan.
In the event that the plan has a deficiency of assets to meet benefits due, all participating employers are liable to contribute to
the plan to fund any shortfall.
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CONTINGENT LIABILITIES (continued)
Mindarie Regional Council
In February 2020, MRC received the Mandatory Auditor’s Report (MAR) as requested by the Department of Water and
Environmental Regulation (DWER) , which reviewed earlier contaminated site investigations on the Tamala Park Waste
Management Facility site.
Among other things, the purpose of the report was to:
‐ Conﬁrm that earlier inves ga ons undertaken adequately characterised the contamina on status of the site.
‐ Confirm whether potentially significant risks to human health, the environment or environmental values exist on‐site or off‐
site.
The conclusions and recommendations for the above purposes were:
‐ The investigation reports were generally not compliant with the requirements of the DWER Contaminated Sites Guidelines
and National Environmental Protection (Assessment of Site Contamination) Measure. Investigation methodologies were
inconsistent with contaminated site assessment guidelines. The assessments are sufficient to indicate the potential extents and
types of contaminated media, however further information would be required to evaluate these with an appropriate level of
confidence.
‐ Given the limitations of data, it is not possible to confirm the risks to human health, the environment and environmental
values. Further works are required to determine the magnitude and extent of contamination. The MAR notes that groundwater
data in the aquifer immediately beneath the landfill show exceedances above DWER irrigation or drinking water guidelines.
MRC accepted the MAR and is already complying with or commenced work to meet the report recommendations. Recent test
results detected no contaminants outside the landfill area that would have risks to human health. At this stage, MRC
management’s view is that a reasonable estimate of the financial impact of the conclusions of the MAR report is unable to be
quantified.
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24. CAPITAL AND LEASING COMMITMENTS

2020
$

2019
$

2,238,368
2,238,368

2,242,407
2,242,407

2,238,368

2,236,877
5,530
2,242,407

(a) Capital Expenditure Commitments
Contracted for:
‐ capital expenditure projects
Payable:
‐ not later than one year
‐ later than one year but not later than two years

‐

2,238,368

(b) Operating Lease Commitments
Non‐cancellable operating leases contracted for but not
capitalised in the accounts (short term and low value
leases).
2020
Payable:
‐ not later than one year
‐ later than one year but not later than five years
‐ later than five years

$
1,109,199
4,114,408
111,038,768
116,262,375

2019
(restated)
$
1,099,872
4,243,076
112,019,300
117,362,247

A substantial amount of the lease rental commitments relates to commitments for variable outgoings in relation to the
City’s 99 year leasehold interest in the Loading Dock at 100 St Georges Terrace. These outgoings are subject to annual
CPI increases.
Lease commitments relating to Right of Use assets have now been established as a Lease Liability in accordance with
AASB16, comparatives have been restated.
(c) Interest Payable
‐ not later than one year
‐ later than one year but not later than two years
‐ later than two years but not later than five years
‐ later than five years

2020
$
295,025
118,272
2,684

2019
$
595,949
264,459
122,196

‐

‐

415,981

982,604

This is the interest payable on loan debentures over the remaining life of the loans.
SIGNIFICANT ACCOUNTING POLICIES
Leases
Leases of fixed assets where substantially all the risks and benefits incidental to the ownership of the asset, but not
legal ownership, are transferred to the City, are classified as finance leases.
Finance leases are capitalised recording an asset and a liability at the lower of the fair value of the leased property or
the present value of the minimum lease payments, including any guaranteed residual values. Lease payments are
allocated between the reduction of the lease liability and the lease interest expense for the period.
Leased assets are depreciated on a straight line basis over the shorter of their estimated useful lives or the lease term.
Lease incentives under operating leases are recognised as a liability and amortised on a straight line basis over the life
of the lease term.
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25. RELATED PARTY TRANSACTIONS
Elected Members Remuneration
The following fees, expenses and allowances were paid to elected members.
The Council was suspended by the Minister of Local Government on 2 March 2018.

Local Government Allowance
Commissioners' Fees

2020

2020

2019

Actual

Budget

Actual

$

$

$

‐
965,409

‐
1,076,300

23,514
1,098,354

Commissioners are paid remuneration, allowances and reimbursement of expenses in accordance with determinations made
by the Minister for Local Government. The Department of Local Government, Sport and Cultural Industries is responsible for
remunerating the Commissioners and the City reimburses the Department, for the remuneration and expenses incurred.

Key Management Personnel (KMP) Compensation Disclosure
The total of remuneration paid to KMP of the
City during the year are as follows:
Short‐term employee benefits
Post‐employment benefits
Other long‐term benefits
Termination benefits

2020
Actual
$

2019
Actual
$

1,905,091
175,586
16,162

1,888,986
160,947
22,920
788,667
2,861,520

‐

2,096,839

Short‐term employee benefits
These amounts include all salary, fringe benefits and cash bonuses awarded to KMP except for details in respect to fees and
benefits paid to elected members which may be found above.
Post‐employment benefits
These amounts are the current‐year's estimated cost of providing for the City's superannuation contributions made during the
year.
Other long‐term benefits
These amounts represent long service benefits accruing during the year.
Termination benefits
These amounts represent termination benefits paid to KMP (Note: may or may not be applicable in any given year).
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25. RELATED PARTY TRANSACTIONS (Continued)
Transactions with related parties
Transactions between related parties and the City are on normal commercial terms and conditions, no more favourable than
those available to other parties, unless otherwise stated.
No outstanding balances or provisions for doubtful debts or guaranties exist in relation to related parties at year end.
The following transactions occurred with related parties:

2020
Actual
$

2019
Actual
$

Tamala Park Regional Council
Sale of goods and services
Purchase of goods and services

21,857
28,828

20,003
41,025

250,000
25,426
24,481

333,333
22,914
5,962

79,117
2,497,004
5,577
1,375

67,846
2,978,124
5,512
228,340

Distributions received from Joint Venture entities
Reimbursement paid to Joint Venture entities
Trade and other payables
Mindarie Regional Council
Sale of goods and services
Purchase of goods and services
Trade and other receivables
Trade and other payables
Related Parties
The City's main related parties are as follows:

i. Key management personnel
Any person(s) having authority and responsibility for planning, directing and controlling the activities pf the entity, directly or
indirectly, including any elected member, are considered key management personnel.
ii. Entities subject to significant influence by the City
An entity that has the power to participate in the financial and operating policy decisions of an entity, but does not have
control over those policies, is an entity which holds significant influence.
Significant influence may be gained by share ownership, statute or agreement.
iii. Joint venture entities accounted for under the equity method
Tamala Park Regional Council
The City along with the City of Stirling, City of Joondalup, City of Wanneroo, City of Vincent, Town of Cambridge and Town of
Victoria Park is a member of the Tamala Park Regional Council. The City contributes one twelfth of any funding required for
capital or operating costs and is entitled to one twelfth of revenue from the sale of the land. The City’s one twelfth interest in
the Tamala Park Regional Council is accounted for in the financial statements using the equity accounting method.
Mindarie Regional Council
The City along with the City of Stirling, City of Joondalup, City of Wanneroo, City of Vincent, Town of Cambridge and Town of
Victoria Park is a member of the Mindarie Regional Council. The City’s one twelfth interest in the Mindarie Regional Council is
accounted for in the financial statements using the equity accounting method.

| 46

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

25. RELATED PARTY TRANSACTIONS (Continued)
SUPERANNUATION
The City of Perth complies with the minimum obligations under federal law and contributes in respect of its employees to one
of the following superannuation plans:
(a) W.A. Local Government Superannuation Plan (W.A. Super)
Accumula on Members
The City contributes in respect of certain of its employees to an accumulated benefit superannuation fund established in
respect of all Local Governments in the State. In accordance with statutory requirements, the City contributes to the W.A.
Local Government Superannuation Plan (WA Super) amounts nominated by the Council. As such, assets are accumulated in
the WA Super to meet members’ benefits as they accrue. The latest available audited financial report of the plan, which was
not subject to any audit qualification, indicates that the assets of the plan are sufficient to meet accrued benefits.
(b) City of Perth Superannua on Plan (CPSP)
Deﬁned Beneﬁt Members
The City contributes in respect of certain of its employees to a defined benefit superannuation fund established for the
employees of the City and known as the City of Perth Superannuation Plan (CPSP). In accordance with statutory requirements,
the City contributes to the plan amounts determined by the plan actuary. As such, assets are accumulated in the plan to meet
the members’ benefits as they accrue. The latest available audited financial report of the plan, which was not subject to any
audit qualification, indicates that the assets of the plan are sufficient to meet accrued benefits. The plan has a number of
different participating employers contributing to the defined benefit section of the plan and as such is accounted for as a
defined contribution plan.
The defined benefit section of the plan was closed to the admission of new members from 1 July 2009.
On 31 March 2016, plan assets relating to defined benefit members were transferred from Australian Super to Equip Super
Pty Ltd.
An Actuarial investigation of the Plan as at 30 June 2016 was completed by the Heron Partnership in March 2017. It was
agreed that it would be appropriate to continue the reduced employer contributions for defined benefit members to the
Superannuation Guarantee (SG) Rate (currently 9.5%) from 1 July 2016 until at least the completion of the next actuarial
investigation with an effective date of 30 June 2019. The actuarial investigation completed in December 2019 for the Plan as
at 30 June 2019 confirmed that, since the previous actuarial investigation the financial position of the plan has improved.
In the event that the plan has a deficiency of assets to meet benefits due,all participating employers (including the City) are
liable to contribute to the plan to fund any shortfall.
Accumulation Members
The City contributes in respect of certain of its employees to an accumulated benefit superannuation fund for the employees
of the City and known as the City of Perth Superannuation Plan (CPSP). In accordance with statutory requirements, the City
contributes to the CPSP amounts nominated by the Council. As such, assets are accumulated in the CPSP to meet members’
benefits as they accrue. The latest available audited financial report of the plan, which was not subject to any audit
qualification, indicates that the assets of the plan are sufficient to meet accrued benefits.
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25. RELATED PARTY TRANSACTIONS (Continued)
Effective 1 July 2009, the City of Perth Superannuation Fund was subsumed into an industry fund Australian Super, operated
by the trustee Australian Super Pty Ltd.
Due to changes in legislation impacting on superannuation, Australian Super has moved accumulated members into a new
fund called My Super. This fund is part of Australian Super. The change was implemented for both legislative reasons and to
take advantage of lower member fees.

Total Superannuation contributions paid by the City during the reporting period was $8,939,062 (30 June 2019: $7,576,627).

EMPLOYEE REMUNERATION
The number of employees, whose salary (excluding termination payments) exceeded $100,000 during the financial year, is
shown below in their relevant income bands:

Income Range
$100,000 ‐ $109,999
$110,000 ‐ $119,999
$120,000 ‐ $129,999
$130,000 ‐ $139,999
$140,000 ‐ $149,999
$150,000 ‐ $159,999
$160,000 ‐ $169,999
$170,000 ‐ $179,999
$180,000 ‐ $189,999
$190,000 ‐ $199,999
$200,000 ‐ $209,999
$210,000 ‐ $219,999
$220,000 ‐ $229,999
$230,000 ‐ $239,999
$240,000 ‐ $249,999
$320,000 ‐ $329,999

Number in
2020
60
43
21
24
6
5
3
5
2

Number in 2019
48
42
32
9
7
6
3

‐
4
1
1
1
1

‐
1
1
1
1
1
1
175

‐
‐
‐

155

The increase to the number of staff reported in the lowest bracket is the result of EBA increases to Salaried Officers on the top
level of Band 7 and Band 8 as well as Surveillance Team Leaders on the top Band (5C).
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26. INVESTMENTS ACCOUNTED FOR UNDER THE EQUITY METHOD
Equity in Mindarie Regional Council (a)
Equity Tamala Park Regional Council (b)

2020 2019 restated
$
$
5,794,883
5,988,718
3,908,092
3,809,099
9,702,975
9,797,817

(a) Mindarie Regional Council
The City of Perth, along with the City of Wanneroo, City of Joondalup, City of Stirling, City of Vincent, Town of Cambridge and Town
of Victoria Park is a member of the Mindarie Reginal Council. The Mindarie Regional Council's objective is to establish and operate a
long term refuse disposal site on Mindarie Super Lot 118. The City of Perth has contributed one twelfth of the land and
establishment costs of the refuse disposal facility. The City uses the refuse disposal facility at Mindarie to deposit all non recyclable
waste collected by the City's domestic and commercial waste services. Capital contributions paid during establishment are
represented in the accounts of the City of Perth as a Non‐Current Asset. The City currently has a contingent liability in relation to the
Mindarie Regional Council Details of this contingent liability are provided in note 23.
2020 2019 restated
$
$
(i) Retained Surplus Attributable to Equity Accounted Investments
Balance at beginning of the financial year
Share of associates profit/(loss) from ordinary activities
Share of associates transfer (to)/from Reserves
Share of associates revaluation of assets
Balance at end of the Financial Year

1,010,022

1,010,022

858,592
75,546
65,491
10,393
1,010,022

(ii) Carrying Amount of Equity Accounted Investments
Balance at beginning of the financial year
Share of associates profit/(loss) from ordinary activities
Share of associates other comprehensive income
Movement in Capital Contributions
Balance at end of the Financial Year

5,988,718
(193,835)

5,768,683
75,546
144,489

5,794,883

5,988,718

‐
‐

‐

(iii) Mindarie Regional Council Financial Position
Current Assets
Non Current Assets

Total Assets

40,659,608
64,690,790

37,247,209
57,938,907
95,186,116

8,355,529
28,773,967

105,350,398

Total Liabilities

37,129,496

7,487,383
17,151,807
24,639,190

Net Assets

68,220,902

70,546,926

Current Liabilities
Non Current Liabilities

Retained Surplus
Reserves
Revaluation Surplus
Council contributions

Total Equity Mindarie Regional Council
City's Share of Equity (one twelfth)

15,946,037
22,712,639
25,476,500
4,085,726

68,220,902
5,794,883

10,313,069
21,953,499
34,194,632
4,085,726
70,546,926
5,988,718

The Mindarie Regional Council Financial Statements include restatement of 2019 comparatives following an adjustment to fair value
of the excavation asset which resulted in an increase to depreciation expenses.
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26. INVESTMENTS ACCOUNTED FOR UNDER THE EQUITY METHOD (continued)
(b) Tamala Park Regional Council
The City of Perth, along with the City of Wanneroo, City of Joondalup, City of Stirling, City of Vincent, Town of Cambridge and Town
of Victoria Park is a member of the Tamala Park Regional Council. On the 21 February 2006 the City received a report advising the
formal establishment of the Tamala Park Regional Council under Section 3.61 of the Local Government Act 1995 . The Tamala Park
Regional Council formally came into existence on the 3 February 2006. The Tamala Park Regional Councilʼs activities centre around
the development of part Lot 118 Mindarie. Lot 118 was initially purchased in 1981 to provide a refuse landfill site for member
councils of the Mindarie Regional Council, this lot is now being developed with a purpose of creating a new urban land development
and a new urban community. The investment in the Tamala Park Regional Council has been recognised at the value of its equity
contributions. The City has undertaken a revaluation of its investments to fair value according to Local Government (Financial
Management) Regulations.
2020
$

2019
$

150,898
(13,366)
137,532

150,270
628
150,898

3,809,099
(13,366)
(250,000)
362,359
3,908,092

3,810,795
628
(333,333)
331,009
3,809,099

(i) Retained Surplus Attributable to Equity Accounted Investments
Balance at beginning of the financial year
Share of associates profit/(loss) from ordinary activities
Balance at end of the Financial Year
(ii) Carrying Amount of Equity Accounted Investments
Balance at beginning of the financial year
Share of associates profit/(loss) from ordinary activities
Distribution to participants
Movement in Capital Contributions
Balance at end of the Financial Year
(iii) Tamala Park Regional Council Financial Position
Current Assets
Non Current Assets

Total Assets
Current Liabilities
Non Current Liabilities

Total Liabilities
Net Assets
Retained Surplus
Reserves
Revaluation Surplus
Council contributions

Total Equity Tamala Park Regional Council
City's Share of Equity (one twelfth)

45,517,277
1,757,617
47,274,894

44,320,816
1,723,283
46,044,099

345,026
29,968
374,994

326,286
5,719
332,005

46,899,900

45,712,094

1,650,364

1,810,759

6,353
45,243,183
46,899,900

6,353
43,894,982
45,712,094

3,908,092

3,809,099
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26. INVESTMENT IN ASSOCIATES
SIGNIFICANT ACCOUNTING POLICIES
Interests in joint arrangements
Joint arrangements represent the contractual sharing of control between parties in a business venture where
unanimous decisions about relevant activities are required.
Separate joint arrangements providing joint ventures with an interest to net assets are classified as a joint venture
and accounted for using the equity method. The equity method of accounting, whereby the investment is initially
recognised at cost and adjusted thereafter for the post‐acquisition change in the City's share of net assets of the
associate. In addition, the City's share of the profit or loss of the associate is included in the CIty's profit or loss.
Joint operations represent arrangements whereby joint operators maintain direct interests in each asset and
exposure to each liability of the arrangement. The City's interests in the assets, liabilities, revenue and expenses of
joint operations are included in the respective line items of the financial statements.
Initial recognition and subsequent measurement
Under the equity method, the investment in associates is initially recognised at cost and adjusted thereafter for the
post‐acquisition change in the City's share of net assets of the associate. In addition, the City's share of the profit or
loss of the associate is included in the City's profit or loss.
Investment in associates
An associate is an entity over which the City has significant influence. Significant influence is the power to participate
in the financial operating policy decisions of that entity but is not control or joint control of those policies.
Investments in associates are accounted for in the financial statements by applying the equity method of accounting,
whereby the investment is initially recognised at cost and adjusted thereafter for the post‐acquisition change in the
City's share of net assets of the associate. In addition, the City's share of the profit or loss of the associate is included
in the City's profit or loss.
The carrying amount of the investment includes, where applicable, goodwill relating to the associate. Any discount
on acquisition, whereby the City's share of the net fair value of the associate exceeds the cost of investment, is
recognised in profit or loss in the period in which the investment is acquired. Profits and losses resulting from
transactions between the City and the associate are eliminated to the extent of the City's interest in the associate.
When the City's share of losses in an associate equals or exceeds its interest in the associate, the City discontinues
recognising its share of further losses unless it has incurred legal or constructive obligations or made payments on
behalf of the associate. When the associate subsequently makes profits, the City will resume recongising its share of
those profis once its share of the profits equals the share of the losses not recognised.

27. MAJOR LAND TRANSACTIONS
Tamala Park Regional Council
(a) Details
The Tamala Park Regional Council was established for the specific purpose of creating an urban development on 165
hectares of land immediately south of Neerabup Road and the Mindarie Regional Council. The project is expected to
have a ten‐year life cycle with more than 2,500 lots developed for housing that will be progressively sold in stages.
The first stage of the development commenced in early 2011 and the first lots were released for sale in July 2012.
(b) Current year transactions
Other revenue
‐ Sale proceeds
Other expenditure
‐ Purchase of land
‐ Development costs

2020
Actual
$
753,135

2019
Actual
$
828,234

(51,749)
(320,080)
381,306

(85,803)
(443,655)
298,776
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(a) Rates
Gross Rental Values
Landgate Valuation Services provides the City with Gross Rental Values (GRV) on a triennial basis. The current triennial valuation has been applied since 1 July 2017 and may be adjusted with interim valuations from the same source.
Differential General Rates
The objective of differential rating is to provide equity in the rating of properties across the City.
An increase of 2.85% in the Rate in the Dollar for the Office, Residential and Vacant rating categories has been applied for 2019‐20. An increase of 1.3% in the Rate in the Dollar has been applied for Commercial, Hotel and Retaiil rating
categories.
The City of Perth imposes differential rates under the provisions of Section 6.33 of the Local Government Act 1995 on all rateable land within the City according to the predominant purpose for which the land is held or used, as determined
by the City. The objects and reasons for the imposition of each differential general rate are:
Commercial (Includes Hotel and Retail categories)
This classification includes a variety of land uses including wholesalers, warehouses, industrial, entertainment and sporting facilities hotels, short‐stay serviced apartments, hostels, board and lodging accommodation and shops. All these
assets have a common factor in being commercial operations with the object of attracting visitors and tourists to the City to contribute to city vitality. The City supports this ratepayer category to a material extent with marketing and
promotional programmes. The City has set a rate for this sector at 5.6358 cents per dollar of GRV.
Office
The majority of properties within the City are used for office accommodation. The GRV of the office sector represents the largest percentage of the total rateable values.
The rate of 4.6809 cents in the dollar of GRV is seen as a fair rate of contribution by the office sector towards a reasonable level and standard of infrastructure provided by the City for the benefit of that sector.
Residential
The Residential classification covers properties that are used for single and multi‐dwellings. The residential rate of 5.9039 cents in the dollar of GRV was set at a low level to support the City's aim of encouraging living in the City. The City
recognises that the benefits of increased residential population will flow to all other sectors within the district and believe a comparatively lower residential rate serves as an incentive to attract people to live in the City.
Vacant Land
The rate of 6.4370 cents per dollar of GRV applies to all unimproved land within the district. The higher rate is imposed to discourage holdings of undeveloped land within the City, which reduce the amenity of the area. The higher rate
encourages early development.
Minimum Rate
The City imposed one general minimum rate payment of $726 that applies to all rateable properties within the City. Recognising that the majority of properties on the minimum rate are residential properties, the minimum rate was
maintained at a relatively low level to support the City’s strategy of encouraging living in the City.
Emergency Services Levy
The State Government introduced an Emergency Services Levy (ESL) which, from 1 July 2003, is collected by Local Governments on behalf of the Department of Fire and Emergency Services of Western Australia.
The City falls under the Career Fire and Rescue Services boundary, ESL Category 1. The Levy is based on the Property GRV’s and appears as a separate charge on the Rate Notices. The applicable ESL Rates for the financial year were as
itemised on page 47. The interest rate imposed by the Emergency Services Legislation on ESL charges that remained unpaid after the due date was 11% pa applicable from the due date for payment.
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Emergency Services Levy

ESL Category

ESL Rate
(cents per $GRV)

1

RATE TYPE
Differential general rate / general rate
Gross rental valuations
Commercial
Office
Residential
Vacant
Unimproved valuations
Sub‐Total
Minimum payment
Gross rental valuations
Commercial
Office
Residential
Vacant
Unimproved valuations
Sub‐Total

Discounts (Note 28(b))
Total amount raised from general rate
Ex‐gratia rates
Prepaid rates
Totals

Residential and Vacant Land Commercial, Industrial and Other
Minimum
Charges by
Property Use

0.014839

Rate in
$
0.0563576
0.0468096
0.0590393
0.0643702

Minimum
726

726
726
726
726

Number
of
Properties

2019/20
Actual
Rateable
Value
$

84
2019/20
Actual
Rate
Revenue
$

Maximum
Charges by
Property Use
$

Minimum
Charges by
Property Use
$

441
2019/20
Actual
Interim
Rates
$

84
2019/20
Actual
Back
Rates
$

Maximum
Charges by
Property Use
$
251,000
2019/20
Actual
Total
Revenue
$

2019/20
Budget
Rate
Revenue
$

2019/20
Budget
Interim
Rate
$

2,073
2,200
13,635
79

415,330,219
1,090,816,598
307,982,596
25,747,300

23,255,329
51,008,212
18,184,078
1,657,359

1,113,588
488,589
1,548,394
(138,336)

(1,631)
157,383
215,362
(25,782)

24,367,286
51,654,184
19,947,834
1,493,241

23,084,768
51,025,307
18,175,494
1,655,721

1,400,000

17,987

1,839,876,713

94,104,978

3,012,235

345,332

97,462,545

93,941,290

1,400,000

545
186
766
2

4,967,892
2,315,485
8,442,304
3,125

395,670
135,036
556,116
1,452

‐
‐
‐
‐

‐
‐
‐
‐

395,670
135,036
556,116
1,452

394,944
135,036
556,842
1,452

‐
‐
‐
‐

1,499

15,728,806

1,088,274

‐

‐

1,088,274

1,088,274

‐

19,486

1,855,605,519

95,193,252

345,332

98,550,819
(291,052)
98,259,767
7,648

95,029,564

3,012,235

98,267,415

‐
‐
‐

1,400,000

2019/20
Budget
Back
Rate
$
111,047

2019/20
Budget
Total
Revenue
$

2018/19
Actual
Total
Revenue
$

‐

24,595,815
51,025,307
18,324,447
1,655,721

22,643,346
49,856,640
17,683,316
1,565,279

260,000

95,601,290

91,748,581

‐
‐
‐
‐

394,944
135,036
556,842
1,452

377,175
129,015
540,030
1,410

‐

1,088,274

1,047,630

260,000

96,689,564
(274,050)
96,415,514
4,114

92,796,211
(287,782)
92,508,429
7,436

96,419,628

92,515,865

‐

148,953

SIGNIFICANT ACCOUNTING POLICIES
Rates
Control over assets acquired from rates is obtained at the commencement of the rating period.
Prepaid rates are, until the taxable event has occurred (start of the next financial year), refundable at the request of the ratepayer. Rates received in advance are initially recognised as a financial liability. When the taxable event occurs, the financia
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(b) Discounts, Incentives, Concessions, & Write‐offs
The Concession assists owners of Heritage Places to continue the active use of those places and facilitate their ongoing maintenance to ensure long term conservation. The annual concession on general rates only will be equivalent to
10% of the general rates for the Heritage Place, to a maximum of $20,000 per annum with the minimum concession being equal to the minimum rate payment $726 ($705 for 2018/19).
In accordance with the updated Heritage Rate Concession Policy 9.2 (14 February 2017):
The concession will apply until the 30 June 2022, and does not apply retrospectively to previous financial years, including applications previously approved under Policy 9.2 Heritage Rate Concession adopted by the City on 26 June
The concession will be reduced by an amount equivalent to any other rate concessions for which the owner of the property is eligible (seniors and pensioners).
Applicants must be the registered rate payer of the Heritage Place and submit a completed Application Form – Heritage Rate Concession prior to the issue of the current rate notice or no later than 60 days from the issue date of the
current rate notice.
The rateable property must listed in the City of Perth City Planning Scheme Heritage as a Place of Cultural Significance.
Applicants must provide a pest inspection report and a current full building insurance certificate dated no later than a year from the application date and must sign the City's Property Maintenance Agreement.
The owner must not be bound by a Heritage Agreement that commits the owner to the ongoing care and maintenance of the property and/or where a development based incentive has been granted by the City.
The owner must not have an overdue rate debt to the City on the property.
For strata units in complexes where the heritage floor space comprises less than 50% of the total development floor space, economic justification must be provided to demonstrate the strata fees are unduly high, due to cost of
maintaining heritage fabric.
The City undertakes external building condition inspections to monitor compliance with the Maintenance Agreement and may cancel the concession if not being suitably maintained and if supporting documents are not received.
Rates Discounts
Rate or Fee
Discount Granted
Heritage Rate Relief Concession

Discount

Discount

%

$

10.00%

2020
Actual
$
291,052
291,052

2020
Budget
$

274,050
274,050

2019
Actual
$
287,782
287,782

Concessions
In accordance with the provisions of the Rates and Charges (Rebates and Deferments) Act 1992, concessions were offered to eligible persons to allow them to either defer their rates or receive a percentage of rebate on their rates.
This is provided they register within the specified period and pay the balance of the rates within the year in which they are assessed. To be eligible for a concession, a ratepayer is required to be an “eligible person” in terms of the Act
and to be the registered owner of the property at 1 July of the rating year. Eligible persons are also entitled to a concessional rate for a standard waste management charge.
Exemptions
In terms of S6.26(k) of the Local Government Act 1995, the Minister exercised his discretion in favour of the West Australian Cricket Association (WACA) in respect of rates raised for the year for their cricket ground at Nelson Crescent,
East Perth. A concession of 88.5% was granted resulting in a rebate of $175,789 in 2019/20 (2018/19 88.4% Exemption: $148,421).
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28. RATING INFORMATION (Continued)
(c) Interest Charges & Instalments

Instalment Options
Option One
Single full payment
Option Two
First instalment
Second instalment
Option Three
First instalment
Second instalment
Third instalment
Fourth instalment

Interest on unpaid rates
Interest on instalment plan
Charges on instalment plan

Date
Due

Instalment
Plan
Admin Charge
$

Instalment
Plan
Interest Rate
%

Unpaid Rates
Interest
Rate
%

13/09/2019

0.00

0.00%

11.00%

13/09/2019
11/11/2019

49.00
0.00

5.50%
5.50%

11.00%
11.00%

13/09/2019
11/11/2019
10/01/2020
20/03/2020

49.00
0.00
0.00
0.00

5.50%
5.50%
5.50%
5.50%

11.00%
11.00%
11.00%
11.00%

2020
Actual
$
291,192
393,101
356,733
1,041,026

2020
Budget
$
175,900
420,000
325,000
920,900

2019
Actual
$
260,369
355,339
323,799
939,507

The City imposed an additional charge for the payment of rates and ESL by instalments as follows:
The rate of interest charged on instalment payments was 5.5% p.a. and was only applied if either the two or the
four instalments option was selected.
The administration charge on both instalment options was $49.00. An administration fee of $49.00 was charged on
all arrangements made for payment outside the normal terms.
The first instalment was due within 35 days from the date of issue of the rate notice and comprised of any arrears,
waste management charge, one quarter of current rates and ESL, plus an administration charge and instalment
interest. The second, third and fourth instalments comprised of one quarter of current rates and ESL, plus an
administration charge and instalment interest.
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29. RATE SETTING STATEMENT INFORMATION
2019/20

Note

2019/20

Budget

2019/20

2018/19

2017/18

(30 June 2020

(30 June 2020

(1 July 2019

(30 June 2019

(30 June 2018

Carried

Carried

Brought

Carried Fwd

Carried Fwd

Forward)

Forward)

Forward)

‐ restated)

‐ restated)

$

$

$

$

$

(a) Non‐cash amounts excluded from operating activities
The following non‐cash revenue or expenditure has been excluded from amounts attributable to operating activities within the Rate Setting Statement in
accordance with Financial Management Regulation 32.
Adjustments to operating activities
Less: Profit on asset disposals
11(a)
Less: Movement in employee benefit provisions associated with
restricted cash
Movement in PCEC Provision
Movement in pensioner deferred rates (non‐current)
Movement in employee benefit provisions (non‐current)
Add: Non‐Capitalised WIP expensed
Add: Loss on disposal of assets
Add: Depreciation on non‐current assets
Non cash amounts excluded from operating activities

11(a)
11(c)

(107,347)

(226,663)

(119,576)

(119,576)

(177,578)

(28,164)

(5,808,466)

65,394

65,394

16,754
235,085
2,465,621
1,585,308

1,996,392

3,356
238,235
2,831,369
7,288,847

3,356
238,235
2,831,369
7,288,847

5,177
(4,649,307)
(16,294)
(135,373)
1,682,198
1,895,486

38,559,160
42,726,417

35,541,567
31,502,830

35,181,475
45,489,100

35,181,475
45,489,100

34,706,879
33,311,188

‐

‐
‐
‐
‐

‐

‐

(b) Surplus/(deficit) after imposition of general rates
The following current assets and liabilities have been excluded from the net current assets used in the Rate Setting Statement in accordance with
Financial Management Regulation 32 to agree to the surplus/(deficit) after imposition of general rates.
Adjustments to net current assets
Less: Reserves ‐ cash/financial asset backed
‐ Contract Liabilities/Movement in conditions over
contributions

4

(101,133,864)
(1,838,194)

(111,016,948)

‐

(104,338,817)
1,213,674

(104,338,817)

‐

(100,418,439)
(2,047,443)

Add: Current liabilities not expected to be cleared at end of year
‐ Current portion of borrowings
18(a)
‐ Employee benefit provisions
Total adjustments to net current assets

4,233,037
2,018,137
(96,720,884)

8,778,971
3,448,217
(98,789,760)

6,904,163
1,989,973
(94,231,007)

6,904,163
1,989,973
(95,444,681)

7,448,608
1,924,579
(93,092,695)

Net current assets used in the Rate Setting Statement
Total current assets
Less: Total current liabilities
Less: Total adjustments to net current assets
Net current assets used in the Rate Setting Statement

173,170,246
(36,605,120)
(96,720,884)
39,844,242

142,739,447
(38,704,469)
(98,789,760)
5,245,218

166,099,483
(42,241,777)
(94,231,007)
29,626,699

166,099,483
(41,812,826)
(95,444,681)
28,841,976

147,086,201
(39,765,589)
(93,092,695)
14,227,917

(c) Adjustments to current assets and liabilities at 1 July 2019
on application of new accounting standards
166,099,483

Total current assets at 1 July 2019
Total current liabilities at 30 June 2019
‐ Contract liabilities from contracts with customers
‐ Contract liabilities from transfers for recognisable non
financial assets
‐ Rates paid in advance
‐ Lease liabilities
Total current liabilities at 1 July 2019

31(a)
31(a)
31(b)
31(c)

(41,812,826)
(100,530)

‐

(328,421)

‐

(42,241,777)
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30. FINANCIAL RISK MANAGEMENT
This note explains the City’s exposure to financial risks and how these risks could affect the City’s future financial
performance.
Risk
Market risk ‐ interest rate

Exposure arising from
Long term borrowings at variable
rates

Measurement

Management

Sensitivity analysis Utilise fixed interest rate borrowings

Credit risk

Cash and cash equivalents, trade
Aging analysis
receivables, financial assets and debt Credit analysis

Liquidity risk

Borrowings and other liabilities

Rolling cash flow
forecasts

Diversification of bank deposits,
credit limits. Investment policy
Availability of committed credit lines
and borrowing facilities

The City does not engage in transactions expressed in foreign currencies and is therefore not subject to foreign currency risk.
Financial risk management is carried out by the finance area under policies approved by the Council. The finance area identifies,
evaluates and manages financial risks in close co‐operation with the operating divisions. Council have approved the overall risk
management policy and provide policies on specific areas such as investment policy.
(a) Interest rate risk
Cash and cash equivalents
The City's main interest rate risk arises from cash and cash equivalents with variable interest rates, which exposes the City to
cash flow interest rate risk
Excess cash and cash equivalents are invested in fixed interest rate term deposits which do not expose the City to cash flow
interest rate risk. Cash and cash equivalents required for working capital are held in variable interest rate accounts and non‐
interest bearing accounts. Carrying amounts of cash and cash equivalents at the 30 June and the weighted average interest rate
across all cash and cash equivalents and term deposits held disclosed as financial assets at amortised cost are reflected in the
table below.
Weighted
Average
Interest Rate
%
2020
Cash and cash equivalents
Financial assets at amortised cost
‐ term deposits
2019
Cash and cash equivalents
Financial assets at amortised cost

Carrying
Amounts
$

Fixed
Interest Rate
$

Variable
Interest Rate
$

Non Interest
Bearing
$

1.43%

37,727,249

2,000,000

35,560,362

166,887

1.82%

117,750,000

112,270,802

5,479,198

‐

1.83%
2.70%

46,473,723
102,250,000

19,769,809
96,318,729

26,544,902
5,931,271

159,012

‐

Sensitivity
Profit or loss is sensitive to higher/lower interest income from cash and cash equivalents as a result of changes in interest rates.
2020
2019
$
$
Impact of a 1% movement in interest rates on profit and loss and equity
1,554,772
1,487,237

* Holding all other variables constant

Borrowings
Borrowings are entered into with the Western Australian Treasury Corporation and attract fixed interest rates therefore the City
of Perth is not exposed to interest rate risk on loans and borrowings.
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30. FINANCIAL RISK MANAGEMENT (Continued)
(b) Credit risk
Trade and Other Receivables
The City’s major receivables comprise rates annual charges and user fees and charges. The major risk associated with these
receivables is credit risk – the risk that the debts may not be repaid. The City manages this risk by monitoring outstanding debt
and employing debt recovery policies. It also encourages ratepayers to pay rates by the due date through incentives.
Credit risk on rates and annual charges is minimised by the ability of the City to recover these debts as a secured charge over the
land, that is, the land can be sold to recover the debt. The City is also able to charge interest on overdue rates and annual
charges at higher than market rates, which further encourages payment.
The City applies the AASB 9 simplified approach to measuring expected credit losses using a lifetime expected loss allowance for
all trade receivables. To measure the expected credit losses, rates receivable are separated from other trade receivables due to
the difference in payment terms and security for rates receivable.
The expected loss rates are based on the payment profiles of rates and fees and charges over a period of 36 months before 1
July 2019 or 1 July 2020 respectively and the corresponding historical losses experienced within this period. Historical credit loss
rates are adjusted to reflect current and forward‐looking information on macroeconomic factors such as the ability of ratepayers
and residents to settle the receivables. Housing prices and unemployment rates have been identified as the most relevant factor
in repayment rates, and accordingly adjustments are made to the expected credit loss rate based on these factors. There are no
material receivables that have been subject to a re‐negotiation of repayment terms.
The loss allowance as at 30 June 2020 and 1 July 2019 (on adoption of AASB 9) was determined under the modified
retrospective approach. No expected credit loss was forecast on 1 July 2019 or 30 June 2020 for rates receivable as penalty
interest applies to unpaid rates and properties associated with unpaid rates may be disposed of to recover unpaid rates.
More than 1
More than 2
More than 3
Current
year past due
years past due
years past due
Total
30 June 2020
Rates receivable
Expected credit loss
0.00%
0.00%
0.00%
0.00%
0%
Gross carrying amount
2,069,665
337,357
74,970
70,468
2,552,460
Loss allowance
‐
‐
‐
‐
‐
30 June 2019
Rates receivable
Expected credit loss
Gross carrying amount
Loss allowance

0.00%
682,273

‐

0.00%
131,249

‐

0.00%
30,546

‐

0.00%
70,119

‐

$0
914,187

‐

The loss allowance as at 30 June 2020 and 30 June 2019 was determined as follows for trade receivables.

Current

More than 30
days past due

More than 60
days past due

More than 90
days past due

Total

30 June 2020
Trade and other receivables
Expected credit loss
Gross carrying amount
Loss allowance

4.64%
944,405
43,850

4.70%
444,841
20,919

2.18%
447,515
9,765

64.90%
7,797,591
5,060,643

53.30%
9,634,352
5,135,178

30 June 2019
Trade and other receivables
Expected credit loss
Gross carrying amount
Loss allowance

4.73%
1,536,201
72,654

4.86%
399,642
19,440

5.42%
284,713
15,419

53.03%
8,143,933
4,318,833

42.71%
10,364,489
4,426,346
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30. FINANCIAL RISK MANAGEMENT (Continued)
(c) Liquidity risk
Payables and borrowings
Payables and borrowings are both subject to liquidity risk – that is the risk that insufficient funds may be on
hand to meet payment obligations as and when they fall due. The City manages this risk by monitoring its cash
flow requirements and liquidity levels and maintaining an adequate cash buffer.
The contractual undiscounted cash flows of the City's payables and borrowings are set out in the liquidity
table below. Balances due within 12 months equal their carrying balances, as the impact of discounting is not
significant.

2020
Payables
Borrowings
Contract liabilities
Lease liabilities

Due
within
1 year
$

Due
between
1 & 5 years
$

‐

20,894,381
4,233,037
992,285
61,830
26,181,533

4,545,934
1,425,000
3,181,311
9,152,245

23,876,131
6,751,452
30,627,583

8,778,971
8,778,971

Due
after
5 years
$

Total
contractual
cash flows
$

Carrying
values
$

‐
‐
‐
‐
‐

20,894,381
8,778,971
2,417,285
3,243,141
35,333,778

20,894,381
8,778,971
2,417,285
3,243,141
35,333,778

‐
‐
‐

23,876,131
15,530,423
39,406,554

23,876,140
15,683,134
39,559,274

2019
Payables
Borrowings

‐
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31. INITIAL APPLICATION OF AUSTRALIAN ACCOUNTING STANDARDS
During the current year, the City adopted all of the new and revised Australian Accounting Standards and Interpretations which were compiled,
became mandatory and which were applicable to its operations.
(a) AASB 15: Revenue from Contracts with Customers
The City adopted AASB 15 Revenue from Contracts with Customers (issued December 2014) on 1 July 2019 resulting in changes in accounting
policies. In accordance with the transition provisions AASB 15, the City adopted the new rules retrospectively with the cumulative effect of
initially applying these rules recognised on 1 July 2019. In summary the following adjustments were made to the amounts recognised in the
balance sheet at the date of initial application (1 July 2019):

Note

AASB 118
carrying amount
30 June 2019
$

Contract liabilities ‐ current
Contract liabilities from contracts with customers

16

‐

Contract liabilities non‐current
Contract liabilities from transfers for recognisable non financial asse

16

‐

Adjustment to retained surplus from adoption of AASB 15

31(d)

Reclassification
$

AASB 15
carrying amount
01 July 2019
$

(100,530)

(100,530)

‐

‐

(100,530)

(b) AASB 1058: Income For Not‐For‐Profit Entities
The City adopted AASB 1058 Income for Not‐for‐Profit Entities (issued December 2016) on 1 July 2019 which will result in changes in accounting
policies. In accordance with the transition provisions AASB 1058, the City adopted the new rules retrospectively with the cumulative effect of
initially applying AASB 1058 recognised at 1 July 2019. Comparative information for prior reporting periods was not restated in accordance with
AASB 1058 transition requirements.
In applying AASB 1058 retrospectively with the cumulative effect of initially applying the Standard on 1 July 2019 changes occurred to the
following financial statement line items by application of AASB 1058 as compared to AASB 118: Revenue and AASB 1004: Contributions before
the change:

Note
Trade and other payables
Rates paid in advance
Adjustment to retained surplus from adoption of AASB 1058

15
31(d)

AASB 118 and
AASB 1004
carrying amount
30 June 2019
$
(328,421)

Reclassification
$

‐
‐

AASB 1058
carrying amount
01 July 2019
$
(328,421)

Prepaid rates are, until the taxable event for the rates has occurred, refundable at the request of the ratepayer. Therefore the rates received in
advance gave rise to a financial liability that is within the scope of AASB 9. On 1 July 2019 the prepaid rates were recognised as a financial asset
and a related amount recognised as a financial liability and no income recognised by the City. When the taxable event occurred, the financial
liability was extinguished and the City recognised income for the prepaid rates that have not been refunded.
Assets that were acquired for consideration, that were significantly less than fair value principally to enable the City to further its objectives,
may have been measured on initial recognition under other Australian Accounting Standards at a cost that was significantly less than fair value.
Such assets are not required to be remeasured at fair value.
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31. INITIAL APPLICATION OF AUSTRALIAN ACCOUNTING STANDARDS (Continued)
The table below provides details of the amount by which each financial statement line item is affected in the current reporting period by the
application of this Standard as compared to AASB 118 and 1004 and related Interpretations that were in effect before the change.
2020
$

Note

2020
$

Adjustment due to
application of
As reported under
AASB 15 and AASB AASB 15 and AASB Compared to AASB
1058
118 and AASB 1004
1058

Statement of Comprehensive Income
Revenue
Rates
Operating grants, subsidies and contributions
Fees and charges
Non‐operating grants, subsidies and contributions

28(a)
2(a)
2(a)
2(a)

Net result
Statement of Financial Position
Trade and other payables
Contract liabilities

15
16

Net assets
Statement of Changes in Equity
Net result
Retained surplus

98,267,415
3,088,208
85,470,017
1,754,712

539,622
2,417,285

98,807,037
5,505,493
85,470,017
1,754,712

13,085,739

2,956,907

16,042,646

20,894,381
2,417,285

(2,113,441)
(2,417,285)

18,780,940

1,242,191,625

4,530,726

1,246,722,351

13,085,739
708,421,629

2,956,907
2,956,907

16,042,646
711,378,536

‐
‐

‐

Refer to Note 2(a) for new revenue recognition accounting policies as a result of the application of AASB 15 and AASB 1058.
(c) AASB 16: Leases
The City adopted AASB 16 retrospectively from 1 July 2019 which resulted in changes in accounting policies. In accordance with the transition
provisions of AASB 16, the City has appplied this Standard to its leases retrospectively, with the cumulative effect of initially applying AASB16
recognised on 1 July 2019. In applying AASB 16, under the specific transition provisions chosen, the City will not restate comparatives for prior
reporting periods.
Note
2020
$
Operating lease commitments at 30 June 2019 applying AAS 117
3,360,768.76
Discount applied using incremental borrowing rate
(57,830.76)
Lease liability recognised as 1 July 2019 discounted using the City's
17(b)
incremental borrowing rate of 3.4%
3,302,938.00

59,797.00
3,243,141.00
3,302,938.00

Lease liability ‐ current
Lease liability ‐ non‐current
Right‐of‐use assets recognised at 1 July 2019

In applying AASB 16 for the first time, the City will use the following practical expedient permitted by the standard.
‐ The exclusion of initial direct costs from the measurement of the right‐of‐use asset at the date of initial application.
(d) Impact of New Accounting Standards on Retained Surplus
The impact on the City's retained surplus due to the adoption of AASB 15, AASB 1058 and AASB 16 as at 1 July 2019 was as follows:

Retained surplus ‐ 30 June 2019
Adjustment to retained surplus from adoption of AASB 15
Adjustment to retained surplus from adoption of AASB 16
Adjustment to retained surplus from adoption of AASB 1058
Retained surplus ‐ 1 July 2019

Note

Adjustments

31(a)
31(c)
31(b)

(100,530)

‐
‐

2019
$
692,422,418

(100,530)
692,321,888
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32. TRUST FUNDS
Funds held at balance date which are required to be held in trust and which are not included in the financial statements are as
follows:

1 July 2019
$
Other

Amounts Received
$

Amounts Paid
$

30 June 2020
$

322,579

49,179

(104,864)

266,894

322,579

49,179

(104,864)

266,894

A review of the City’s trust account was undertaken during the reporting period. All individual account balances were
examined to determine whether ownership resided with the City or with the stated parties. No amounts were brought to
account as general revenue during the reporting period (30 June 2019 $nil).
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33. OTHER SIGNIFICANT ACCOUNTING POLICIES
a) Goods and services tax (GST)
Revenues, expenses and assets are recognised net of the amount of GST, except where the amount of GST incurred is not recoverable from
the Australian Taxation Office (ATO).
Receivables and payables are stated inclusive of GST receivable or payable. The net amount of GST recoverable from, or payable to, the
ATO is included with receivables or payables in the statement of financial position.
Cash flows are presented on a gross basis. The GST components of cash flows arising from investing or financing activities which are
recoverable from, or payable to, the ATO are presented as operating cash flows.
b) Current and non‐current classification
The asset or liability is classified as current if it is expected to be settled within the next 12 months, being the City's operational cycle. In
the case of liabilities where the City does not have the unconditional right to defer settlement beyond 12 months, such as vested long
service leave, the liability is classified as current even if not expected to be settled within the next 12 months. Inventories held for trading
are classified as current or non‐current based on the City's intentions to release for sale.
c) Rounding off figures
All figures shown in this annual financial report, other than a rate in the dollar, are rounded to the nearest dollar. Amounts are presented
d) Comparative figures
Where required, comparative figures have been adjusted to conform with changes in presentation for the current financial year.
When the City applies an accounting policy retrospectively, makes a retrospective restatement or reclassifies items in its financial
statements that has a material effect on the statement of financial position, an additional (third) statement of financial position as at the
beginning of the preceding period in addition to the minimum comparative financial statements is presented.
e) Budget comparative figures
Unless otherwise stated, the budget comparative figures shown in this annual financial report relate to the original budget estimate for the
relevant item of disclosure.
f) Superannuation
The City contributes to a number of Superannuation Funds on behalf of employees. All funds to which the City contributes are defined
g) Fair value of assets and liabilities
Fair value is the price that the City would receive to sell the asset or would have to pay to transfer a liability, in an orderly (i.e. unforced)
transaction between independent, knowledgeable and willing market participants at the measurement date.
As fair value is a market‐based measure, the closest equivalent observable market pricing information is used to determine fair value.
Adjustments to market values may be made having regard to the characteristics of the specific asset or liability. The fair values of assets
that are not traded in an active market are determined using one or more valuation techniques. These valuation techniques maximise, to
the extent possible, the use of observable market data.
To the extent possible, market information is extracted from either the principal market for the asset or liability (i.e. the market with the
greatest volume and level of activity for the asset or liability) or, in the absence of such a market, the most advantageous market available
to the entity at the end of the reporting period (i.e. the market that maximises the receipts from the sale of the asset after taking into
account transaction costs and transport costs).
For non‐financial assets, the fair value measurement also takes into account a market participant’s ability to use the asset in its highest and
best use or to sell it to another market participant that would use the asset in its highest and best use.
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33. OTHER SIGNIFICANT ACCOUNTING POLICIES (Continued)
h) Fair value hierarchy
AASB 13 requires the disclosure of fair value information by level of the fair value hierarchy, which categorises fair value measurement into
one of three possible levels based on the lowest level that an input that is significant to the measurement can be categorised into as
follows:
Level 1
Measurements based on quoted prices (unadjusted) in active markets for identical assets or liabilities that the entity can access at the
Level 2
Measurements based on inputs other than quoted prices included in Level 1 that are observable for the asset or liability, either directly or
Level 3
Measurements based on unobservable inputs for the asset or liability.
The fair values of assets and liabilities that are not traded in an active market are determined using one or more valuation techniques.
These valuation techniques maximise, to the extent possible, the use of observable market data. If all significant inputs required to
measure fair value are observable, the asset or liability is included in Level 2. If one or more significant inputs are not based on observable
Valuation techniques
The City selects a valuation technique that is appropriate in the circumstances and for which sufficient data is available to measure fair
value. The availability of sufficient and relevant data primarily depends on the specific characteristics of the asset or liability being
measured. The valuation techniques selected by the City are consistent with one or more of the following valuation approaches:
Market approach
Valuation techniques that use prices and other relevant information generated by market transactions for identical or similar assets or
liabilities.
Income approach
Valuation techniques that convert estimated future cash flows or income and expenses into a single discounted present value.
Cost approach
Valuation techniques that reflect the current replacement cost of the service capacity of an asset.
Each valuation technique requires inputs that reflect the assumptions that buyers and sellers would use when pricing the asset or liability,
including assumptions about risks. When selecting a valuation technique, the City gives priority to those techniques that maximise the use
of observable inputs and minimise the use of unobservable inputs. Inputs that are developed using market data (such as publicly available
information on actual transactions) and reflect the assumptions that buyers and sellers would generally use when pricing the asset or
liability are considered observable, whereas inputs for which market data is not available and therefore are developed using the best
i) Impairment of assets
In accordance with Australian Accounting Standards the City's cash generating non‐specialised assets, other than inventories, are assessed
at each reporting date to determine whether there is any indication they may be impaired.
Where such an indication exists, an impairment test is carried out on the asset by comparing the recoverable amount of the asset, being
the higher of the asset's fair value less costs to sell and value in use, to the asset's carrying amount.
Any excess of the asset's carrying amount over its recoverable amount is recognised immediately in profit or loss, unless the asset is carried
at a revalued amount in accordance with another Standard (e.g. AASB 116) whereby any impairment loss of a revalued asset is treated as a
revaluation decrease in accordance with that other Standard.
For non‐cash generating specialised assets that are measured under the revaluation model ,such as roads, drains, public buildings and the
like, no annual assessment of impairment is required. Rather AASB 116.31 applies and revaluations need only be made with sufficient
regulatory to ensure the carrying value does not differ materially from that which would be determined using fair value at the ends of the
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34. ACTIVITIES/PROGRAMS
City operations as disclosed in these financial statements encompass the following service orientated activities/programs.
PROGRAM NAME

OBJECTIVES

ACTIVITIES

GOVERNANCE

To provide a decision making
process for the efficient
allocation
of
limited
resource.

Members of Council, civic receptions and functions, public
relations, electoral and other issues relating to the task of
assisting Councillors and the ratepayers which do not concern
specific Council services.

GENERAL PURPOSE FUNDING

To collect revenue to allow
for the provision of services.

General rate revenue, penalty for late payment, ex gratia
rates, rate administration fee, rate instalment fee, back rates,
general purpose grants, untied road grants, interest on
deferred rates, investment returns, discounts received,
interest on long term borrowings.

LAW, ORDER, PUBLIC SAFETY

To provide services to help
ensure
a
safer
and
environmentally conscious
community.

Fire prevention including the clearing for fire hazards, animal
control, by‐law control, public security, civil emergency
services, park rangers, neighbourhood watch.

HEALTH

To provide an operational
framework
for
environmental
and
community health.

Preventive services including, food
inspections, pest control, other health.

EDUCATION AND WELFARE

To provide services to
disadvantaged persons, the
elderly, children and youth.

Child care centres, aged and disabled, senior citizen’s centres,
welfare administration, donations to welfare organisations,
other welfare, education services.

HOUSING

To provide and maintain
elderly or affordable housing
to residents.

Maintain and administer affordable housing.

COMMUNITY AMENITIES

To provide services required
by the community.

Rubbish collections, recycling, refuse site operations, litter
control, public litter bins, abandoned vehicles, pollution
control,
town
planning
control/studies,
Citiplace
administration, pedestrian malls, Forrest Place, street seats,
memorials, bus shelters, rest centres, public conveniences.

RECREATION AND CULTURE

To establish and efficiently
manage infrastructure and
resources to help the social
wellbeing of the community.

Public halls, civic centre, parks, sports grounds, community
recreation programs, cycle ways, library, community arts
program, Concert Hall, Perth Town Hall, donations to cultural
institutions, parades and festivals, Christmas decorations,
event and corporate sponsorship, Skyworks, state and
precinct events.

TRANSPORT

To provide safe, effective
and
efficient
transport
services to the community.

Roads, footpaths, rights of way, drainage, road verges,
median strips, overpasses, underpasses, street lighting, street
cleaning, street trees, traffic surveys, traffic management,
depot operations, parking facilities.

ECONOMIC SERVICES

To help promote the Capital
City of Perth and improve its
economic wellbeing.

Tourism and promotions, Perth Convention Bureau subsidies,
building control, retail marketing, Christmas events and
destination promotions.

OTHER PROPERTY AND SERVICES

To monitor and control
Council’s overheads and
operating accounts.

Public works overheads, plant/vehicle operations, sundry
property and other outlays that cannot be assigned to one of
the preceding programs.

control,

health
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35. FINANCIAL RATIOS

Current ratio
Asset consumption ratio
Asset renewal funding ratio
Asset sustainability ratio
Debt service cover ratio
Operating surplus ratio
Own source revenue coverage ratio

2020
Actual

2019
Actual

2018
Actual

2.03
0.55
1.00
0.48
6.67
(0.02)
0.98

1.52
0.58
0.99
0.55
5.02
0.05
1.01

1.20
0.60
1.00
0.72
7.33
0.04
1.03

The above ratios are calculated as follows:
Current ratio

Asset consumption ratio
Asset renewal funding ratio

current assets minus restricted assets
current liabilities minus liabilities associated
with restricted assets
depreciated replacement costs of depreciable assets
current replacement cost of depreciable assets
NPV of planned capital renewal over 10 years
NPV of required capital expenditure over 10 years

Asset sustainability ratio

capital renewal and replacement expenditure
depreciation

Debt service cover ratio

annual operating surplus before interest and depreciation
principal and interest

Operating surplus ratio

operating revenue minus operating expenses
own source operating revenue

Own source revenue coverage ratio

own source operating revenue
operating expense
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36. SIGNIFICANT ITEMS
The following items are of such a size, nature or incidence that its disclosure is relevant in explaining the City’s
financial performance for the reporting period.
Elizabeth Quay and Perth City Link
Several road reserves and public open spaces at Elizabeth Quay and Perth City link were subdivided and
custodianship of the land was transferred to the City in previous reporting periods. However, asset handover which
is defined as the transfer of asset ownership and associated responsibilities, has not been transferred to the City.
For Perth City Link, the City has brought to book some of the road reserves and public open spaces where the
handover information provided is sufficient in detail in terms of the quantity and valuation of assets. This
information has allowed the City to recognise these assets at fair value as nearest to the date of practical
completion. Future asset handovers from Development WA (formerly the MRA) to the City are expected to
continue over the coming years. As it currently stands, the City has not received any asset handover from
Development WA at Elizabeth Quay. All asset ownership resides with Development WA regardless of titles being
vested to the City.
The City is endeavouring at the reporting date to obtain the requested and required details for any outstanding
asset handover where vesting has already occurred. Development WA have proposed beginning the asset handover
process in late 2020 and finalising the handover of all public infrastructure at Elizabeth Quay by 2024.
Contributed Assets
The following assets were transferred to the City and listed as contributed assets during the reporting period.
Buildings
$

Artwork
$

Infrastructure
$

‐
‐

1,041,430

25,500
25,500

1,041,430

Total
$

Contributor
ISPT Pty Ltd (Forrest Chase ‐ Padbury Walkway)
Perth City Link
The Public

14,335,581

‐
‐
14,335,581

‐
‐

14,335,581
1,041,430
25,500
15,402,511

Fair values for buildings were included in the revaluation of land and buildings carried out by external valuer JLL.
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Welcome
Dear members of the Audit and Risk Committee and the Chief Executive Officer
We have substantially completed our audit of the financial statements of City of Perth (“the City”) for the year ended 30 June
2020.
Our audit was conducted in accordance with the Australian Auditing Standards and practices and in accordance with the
requirements of the Local Government Act 1995 (the Act) and the Local Government (Audit) Regulations 1996 to enable the:
►

Formation of opinion to the Auditor General;

►

Reporting of audit findings, significant control weaknesses and other relevant matters by the Auditor General; and

►

Auditor General to report on any matter which may affect the Auditor General’s responsibilities under Section 24 and 28 of
the Auditor General Act 2006.

This report is intended solely for the use of the Audit and Risk Committee, the Chief Executive Officer (“CEO”) and senior
management, and should not be used for any other purpose nor given to any other party without our prior written consent.
We would like to thank your staff for the assistance provided to us during the engagement.

Go to Executive
summary
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Executive summary
Status of audit

Areas of audit focus

14

We have substantially completed our audit of the financial
statements of the City of Perth for the year ended 30 June
2020. Subject to the following, we anticipate
recommending that an unqualified audit opinion be issued
by the Auditor General:

key areas of focus

Resolution of the outstanding matters in the
Appendices;

The areas of audit focus are:
►

Recognition of grants, subsidies and contributions

Receipt of signed management representation letter;

►

Revenue recognition for rates, fees and charges

Consideration of the matters in this report by the
Audit Committee, and

►

Valuation of property, plant and equipment

►

Valuation of investment properties

CEO adopting the financial statements.

►

Valuation of contributed assets

►

Accuracy of cash backed reserves and
appropriateness of monies held in trust

►

Accuracy of employee benefits expense

►

Accounting for investments accounted for under the
equity method

►

Financial ratio compilation

►

Accuracy of related party disclosures

The impact of prior year unadjusted audit differences
would be $943k after turnaround, in relation to the
understatement of the long service leave provision.

►

Completeness of financial statement disclosures and
adoption of new accounting standards

►

Compliance with operational procurement control
requirements

We do not consider this to be material to the financial
statements

►

Inquiry into the operations and affairs of City of Perth

►

City of Perth Finance Transformation Plan

►

►
►

►

Audit differences
There were no identified uncorrected misstatements
identified above our reporting threshold, during the course
of our audit.

See areas of audit focus section for more details
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Scope & materiality
As set out in the Audit Plan presented to the Audit and Risk
Committee and CEO, the purpose of our audit is to provide
reasonable assurance that the financial statements of the
City of Perth for the year ended 30 June 2020 are free
from material error.
Materiality was calculated with reference to operating
expenses of the City of Perth. We have regularly reviewed
the level of materiality and have altered the scope of work
performed accordingly. Further, we have used the final
materiality amount in assessing any potential misstatement
to the financial statements as a whole

Control observations
We obtained an understanding of internal controls and
placed reliance on the control environment at the City of
Perth for the purposes of our audit.
There were no significant observations regarding the
processes and controls that came to our attention during
the course of our audit.
However, we did note 1 minor finding in our final
management letter which was identified in the previous
year but remained relevant for the current year.

City of Perth
For the year ended 30 June 2020
Executive summary

Areas of audit focus

Audit differences

Appendices

Areas of audit focus
Revenue recognition of grants, subsidies and contributions
Relevant accounting standards: AASB 1058 Income of Not for Profit Entities (“AASB 1058”), AASB 15 Revenue from Contracts with Customers (“AASB 15”),
AASB 1004 Contributions (“AASB 1004”)

Our understanding
►

The City transitioned to AASB 1058 on 1 July 2019 and is using the modified retrospective
approach with respect to transition. Under the modified retrospective approach prior year
comparative information is not restated.

►

AASB 1058 applies to annual reporting periods beginning on or after 1 January 2019. The
new standard effectively limits the scope of AASB 1004 to address issues specific to
Government entities, and contributions by owners in a public sector entity context.

►

AASB 1058 clarifies and simplifies the income recognition requirements that apply to notfor-profit (NFP) entities in conjunction with AASB 15 Revenue from Contracts with
Customers. These Standards supersede all the income recognition requirements relating
to private sector NFP entities, and the majority of income recognition requirements
relating to public sector NFP entities, previously in AASB 1004 Contributions.

►

The requirements of this Standard more closely reflect the economic reality of NFP entity
transactions that are not contracts with customers. The timing of income recognition
depends on whether such a transaction gives rise to a liability or other performance
obligation (a promise to transfer a good or service), or a contribution by owners, related to
an asset (such as cash or another asset) received by an entity. It is noted an agreement is
considered a contract with a customer in the scope of AASB 15 if the agreement is an
enforceable contract and sufficiently specific promises for the NFP to transfer goods or
services to the customer, or third-party beneficiaries. For transactions that are not within
the scope of AASB 15, AASB 1058 provides guidance on when income should be
recognised.
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EY perspective
►

We enquired of management and performed a walkthrough of the grants, contributions
and subsidies process

►

For a representative sample we tested the receipt of grants to supporting documentation,
such as bank statements and contracts. We inspected the terms and conditions of these
contracts to better understand the obligation, if any, to refund unspent monies

►

We tested the utilisation of the unspent grants reserve for the year ended 30 June 2020
to source documentation

►

We reviewed management’s assessment of the transition impact of adopting AASB 1058.
Our audit procedures covered transition adjustments arising on 1 July 2019.

►

We performed tests of cut off around balance date to assess revenue transactions were
recorded in the correct accounting period.

►

Based on the procedures performed, we consider managements accounting for and
disclosures in connection with the transition to the income standard in the 30 June 2020
financial report to be appropriate.

City of Perth
For the year ended 30 June 2020
Executive summary

Areas of audit focus

Our understanding
►

Under the new revenue recognition standards, management has assessed if there is an
enforceable contract with specific performance obligations which needs to be accounted
for as a contract with customers in accordance with AASB 15. Where there is no
enforceable contract and performance obligations, management has recognised the
revenue immediately under AASB 1058.

►

For the year ended 30 June 2020, the City recognised grant, subsidies and contributions
which are accounted for under AASB 1058 as follows:
30 June 2020

30 June 2019

Operating grants, subsidies and contributions

$3,088

$3,411

Grants & subsidies

$1,754

$1,573

6 | Closing Report for the year ended 30 June 2020 – City of Perth

Appendices

EY perspective

Grant revenue

$’000

Audit differences
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Revenue recognition for rates, fees and charges
Relevant accounting standards: AASB 15 Revenue from Contracts with Customers (“AASB 15”), AASB 1058 Income of Not-for-Profit
Entities (“AASB 1058”)

Our understanding
The City transitioned to AASB 15, along with AASB 1058 on 1 July 2019 and is using the
modified retrospective approach with respect to transition. Under the modified
retrospective approach prior year comparative information is not restated. Refer to the
point above for a discussion on the changes as a result of the new standards.

►

►

Management has completed their assessment and quantification of the impact of AASB 15
and have determined that there has been no significant impact on revenue recognition.

►

For the year ended 30 June 2020, the City recognised revenue of $191.358 million
(2019: $206.661 million). The composition of revenue is weighted to non-reciprocal
contributions of rates of $98.267 million (2019: $92.515 million) and parking
infringements of $8.820 million (2019: $9.688 million). Revenue also includes parking
fees of $58.299 million (2019: $73.797 million).
Rates are imposed on property owners within the City of Perth’s jurisdiction based on the
gross rental values ("GRV") for the individual property. Under AASB 1058:

►

►

►

B11 Taxes, rates and fines are forms of transfers made compulsorily.

►

B28 Taxes, rates and fines do not give rise to a contract liability or revenue recognised
in accordance with AASB 15, even when they are raised in respect of specific goods or
services. This is because the entity does not promise to provide goods or services in an
agreement that creates obligations enforceable against the entity by legal or equivalent
means.
Under AASB 1058, the City will continue to recognise prepaid rates, which are rates
received in advance, as a financial liability until the taxable event occurs and the revenue
will be recognised in the appropriate year.
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EY perspective
►

We enquired of management and performed a walkthrough of each material revenue
stream to identify and test key controls

►

We have reviewed management's assessment of the impact of the adoption of AASB 15
and AASB 1058 on the City and we evaluated whether revenue was recognised in
accordance with the accounting policies of the City, AASB 15 and AASB 1058.

►

We reviewed the reasonableness of management’s assessment of the impact of COVID-19
on the recoverability of receivables at 30 June 2020 and the expected credit loss model

►

We performed substantive analytical procedures by recalculating rates revenue,
benchmarked to gross rental valuations and unimproved valuations from Landgate and
the budgeted rates approved by the Council

►

On a sample basis, we tested the valuation of parking infringements in consideration of
source documents, such as infringement details imported to Pathway system and
penalties codified under the Prescribed Offences schedule of the City of Perth Parking
Local Law 2017

►

We performed tests of cut off around balance date to assess revenue transactions were
recorded in the correct accounting period

City of Perth
For the year ended 30 June 2020
Executive summary

Areas of audit focus

Our understanding
►

Contributions to a local government also accounted for under AASB 1058, may be
received in the form of involuntary transfers such as rates and parking infringements. Such
contributions are recognised as income when the local government obtains control over
them, irrespective of whether any restrictions or conditions are imposed on the use of the
contributions. This revenue recognition point is no different than under the previous
standard AASB 1004.

►

Revenue is recognised to the extent that it is probable that the economic benefits will flow
to the City and the revenue may be reliably measured. Revenue is measured at the fair
value of the consideration received or receivable, considering contractually defined terms
of payment and excluding taxes or duties.

►

Control over involuntary, non-reciprocal contributions is established when the underlying
transaction or event giving rise to control of the future economic benefits occurs (for
example, control over parking infringements is established when the fine is issued).
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Audit differences

Appendices

EY perspective

City of Perth
For the year ended 30 June 2020
Executive summary

Areas of audit focus

Audit differences

Appendices

Valuation of property, plant and equipment, and infrastructure assets
Relevant accounting standards: AASB 116 Property, Plant and Equipment (“AASB 116”)

Our understanding
►

At 30 June 2020, the City carried property, plant and equipment of $712.961 million
(2019: $750.154 million) on its balance sheet. In addition, the City carried infrastructure
assets of $372.071 million (2019: $371.427 million) as at 30 June 2020.

►

Property, plant and equipment (including land and buildings) and infrastructure assets are
subsequently remeasured to fair value, less accumulated depreciation and impairment
losses

►

EY perspective
►

Valuations for each class of property, plant and equipment and infrastructure assets are
performed at least every three years and no more than five years under the regulatory
framework

►

At the end of each reporting period, prior valuations are reviewed and adjusted to reflect
any changes to current market conditions as appropriate

►

Revaluation increment or decrements are recorded to other comprehensive income and
credited to an asset revaluation reserve account in equity. Revaluation increments are
recognised to profit or loss to the extent that the revaluation increment reverses a prior
period revaluation decrement

Land and buildings were revalued as of 30 June 2020 in consideration of the valuation
timetable set out below:
Asset class

Latest revaluation

Planned revaluation

Land

30 June 2020

30 June 2025

Buildings

30 June 2020

30 June 2025

Infrastructure

30 June 2018

30 June 2023

Furniture and fittings

30 June 2018

30 June 2023

Art

30 June 2018

30 June 2023

►

We reconciled the fair values of land and buildings to the fixed asset register and test that
the net revaluation increment or decrement on land and buildings was correctly
recognised against the asset revaluation reserve

►

We have assessed the independence, competency and appropriateness of the valuation
methodology applied by the external valuer

►

For the year ended 30 June 2020, land and buildings were remeasured to fair value in
consideration of an external valuation performed by an independent and accredited
valuation specialist, Jones Lang LaSalle Public Sector Valuations (JLL)

►

►

The fair value of land and buildings was determined in consideration of comparable market
transactions or list prices, adjusted for the condition of the related asset

We engaged our Real Estate Advisory Specialists to evaluate the appropriateness of the
valuation methodology applied by the external or internal valuer and to assist the team in
assessing the impacts of COVID-19 on valuations

►

►

For the year ended 30 June 2020, a revaluation decrement of $23.019 million (2019
increment: $0.543 million) was recognised to profit or loss

We considered the existence of internal and external indicators of impairment which may
trigger an impairment assessment

►

►

In November 2020, the Department of Local Government, Sport and Culture Industries
gazetted amendments to the Local Government (Financial Management) Regulations 1996
act introducing regulatory changes to reduce cost and reporting burdens on local
government entities, including the City of Perth. These changes were retrospectively
applied, from 1 July 2019.

We assessed the reasonability of the useful lives of depreciable assets against the
accounting policies of the City and for a sample of depreciable assets, we re-calculated
the depreciation expense for the accounting period.

►

We tested a sample of additions and disposals to property, plant and equipment to
supporting documentation
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City of Perth
For the year ended 30 June 2020
Executive summary

Areas of audit focus

Audit differences

Our understanding

Appendices

EY perspective

►

Under the amendments, the City will no longer be required to revalue land, buildings and
infrastructure asset classes to fair value every three years. This has now been extended to
be a five year cycle instead unless the fair value is materially different to the carrying
amount at the end of the financial reporting date.

►

For a sample of assets capitalised we checked to see if they met the capitalisation
threshold ($5,000) as required under the Local Government (Financial Management)
Regulations 1996 and all required disclosures under the regulations and Australian
Accounting Standards have been included in the financial statements.

►

In addition, plant and equipment will now be required to be held at depreciated cost. The
City’s plant and equipment was previously subject to revaluations and was last valued by
the City in 2019.

►

We made inquiries with the City’s asset management team in relation to infrastructure
assets which were not subject to a revaluation in the current year. They confirmed that
the written down value at 30 June 2020 represents fair value, and to their knowledge
there have been no indicators to suggest a significant drop in value or change to cost
rates of infrastructure assets or any major impairments.
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City of Perth
For the year ended 30 June 2020
Executive summary

Areas of audit focus

Audit differences

Appendices

Valuation of investment properties
Relevant accounting standards: AASB 140 Investment Properties (“AASB 140”)

Our understanding

EY perspective

►

At 30 June 2020, the City carried investment properties of $16.932 million (2019:
$18.730 million) on its balance sheet

►

We reconciled the fair values and useful lives of investment properties included in the
fixed asset register to external valuation deliverables sourced from Landgate

►

The classification of properties as investment properties under AASB 140 or freehold land
and buildings under AASB 116 is contingent on the level of ancillary services provided to
the tenants

►

We tested that the revaluation increment and decrements recorded against investment
properties was correctly recorded to profit or loss

►

►

The assessment of the appropriate asset classification is a matter of judgement and is
considered on a case-by-case basis. Where the level of services provided by the City is
minimal, the properties are likely to qualify as investment properties

We evaluated the independence, objectivity and competence of Landgate in their capacity
as an external management specialist

►

We engaged our Real Estate Advisory Specialists to evaluate the appropriateness of the
valuation methodology applied by Landgate.

►

Investment properties are subsequently remeasured at fair value on the balance sheet.
Revaluation increment or decrements are recognised to profit or loss, as opposed to an
asset revaluation reserve in equity

►

For the year ended 30 June 2020, investment properties were remeasured to fair value in
consideration of an external valuation performed by Landgate, an independent and
accredited real estate specialist

►

A revaluation increment of $0.01 million (2019: $0.371 million decrement) on the
investment land was recognised to profit or loss for the year ended 30 June 2020

►

A revaluation decrement of $1.805 million (2019: $0.191 million increment) against
investment properties was recognised to profit or loss for the year ended 30 June 2020.

11 | Closing Report for the year ended 30 June 2020 – City of Perth

City of Perth
For the year ended 30 June 2020
Executive summary

Areas of audit focus

Audit differences

Appendices

Valuation of contributed assets
Relevant accounting standards: AASB 1004 Contributions (“AASB 104”)

Our understanding
►

For the year ended 30 June 2020, the City recognised contributed assets of $15.402
million (2019: $0.182 million) to profit or loss

►

Income arising from the contribution of an asset to the City shall be recognised at fair
value when all the following conditions are satisfied:
►

The entity obtains control of the contribution or the right to receive the contribution

►

It is probable that the economic benefits comprising the contribution will flow to the
city, and

►

The amount of the contribution can be measured reliably

►

A contribution occurs when the City receives an asset without directly giving
approximately equal value to the party providing the contribution; that is, a nonreciprocal transfer

►

The fair value of contributed assets is determined with reference to an initial valuation
performed by an accredited external or internal valuer.
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EY perspective
►

We have evaluated whether the recognition criteria to recognise contributed assets were
satisfied; particularly, we assessed whether the donor has a legal or constructive
obligation to provide the contributed asset to the City

►

We have reconciled the fair values of contributed assets in the valuation deliverables to
the asset register

►

We have confirmed that the fair values of contributed assets were correctly recognised to
profit or loss

►

We have assessed the independence, competency and appropriateness of the valuation
methodology applied by the external or internal valuer

►

We have engaged our Real Estate Advisory Specialists to evaluate the appropriateness of
the valuation methodology applied by the external or internal valuer.

City of Perth
For the year ended 30 June 2020
Executive summary

Areas of audit focus

Audit differences

Appendices

Accuracy of cash backed reserves and appropriateness of monies held in trust
Relevant accounting standards: Local Government (Financial Management) Regulations 1996 (“the FMR”), “Accounting for work bonds, building bonds and
hire bonds” position paper and AASB 8 Accounting Policies, Changes in Accounting Estimates and Errors (“AASB 8”)

Our understanding
Cash backed reserves
►

►

►

At 30 June 2020, the City carried cash backed reserves in equity of $101.133 million
(2019: $104.339 million)

We tested material movements in cash backed reserves accounts to supporting
documentation

►

Regulation 38.1 of the FMR defines the reserves disclosures to be included in the financial
statement as follows:

We evaluated the appropriateness of a sample of amounts expended against reserve
accounts in consideration of the stated objectives authorised by the Council

►

We tested whether the cash backed reserve accounts are supported by restricted cash
held with financial institutions and evaluated the extent of any insufficiency, if applicable

►

We evaluated the completeness and accuracy of the disclosures related to reserve
accounts in consideration of regulation 38.1 of the FMR.

►

The purpose for which the monies were set aside

►

The amounts set aside and expended for the reporting period

►

The opening and closing balances of the reserves at balance date

►

When the Council anticipates that the monies held in reserve will be expended
If monies held with a financial institution were insufficient to match the corresponding
restricted cash asset carried on the balance sheet:

►

EY perspective

►

The extent of the deficiency

►

The reason for the deficiency

►

When the Council anticipates that the deficiency will be remedied

►

If the purpose of the reserves were changed or the monies set aside were used for
another purpose:

►

The purpose for which the monies were used

►

The amount changed or used

►

The objects of, and the reasons for, the change or use.

13 | Closing Report for the year ended 30 June 2020 – City of Perth

City of Perth
For the year ended 30 June 2020
Executive summary

Areas of audit focus

Audit differences

Our understanding

Appendices

EY perspective

Monies held in trust
On 1 July 2019, the Office of the Auditor General (“OAG”) released a position paper
entitled “Accounting for work bonds, building bonds and hire bonds” to inform local
governments that moneys held as bonds should not, for accounting purposes, be regarded
as trust monies within the meaning of the Local Government Act 1995 (“the Act”)

►

Section 6.9(1) of the Act reads:

►
►

►

A local government is to hold in the trust fund all money or the value of assets –
a.

that are required by this Act or any other written law to be credited to that fund;
and,

b.

held by the local government in trust.

Trust monies should be held in the municipal fund and recognised as a cash and cash
equivalent on the balance sheet. A corresponding liability for bonds refundable to
developers or hires should also be recognised on the balance sheet
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►

We evaluated the appropriateness of monies held in trust in consideration of the
authoritative guidance released by the Office of the Auditor General

►

We evaluated the adequacy of the disclosures presented in the financial statements.

City of Perth
For the year ended 30 June 2020
Executive summary

Areas of audit focus

Audit differences

Appendices

Accuracy of employee benefits expense
Relevant accounting standards: AASB 119 Employee Benefits (“AASB 119”)

Our understanding
►

At 30 June 2020, the City carried a provision for annual leave and long service leave of
$5.661 million (2019: $5.324 million) and $6.958 million (2019: $6.939 million) on its
balance sheet, respectively

►

For the year ended 30 June 2020, employee costs of $76.739 million (2018: $78.297
million) was recognised to profit or loss

Provision for long service leave
►

Long service leave entitlements are recognised as a liability based on the present value of
the benefit obligation using the projected unit credit valuation method

►

AASB 119 prescribes discount rates to be utilised in measuring long-term employee benefit
obligations. The discount rate should be determined with reference to government bond
rates at balance date, consistent with the currency and term of the employment benefit.

Annual leave entitlements
►

The definition of short-term employee benefits set out in AASB 119 was revised in a prior
period. The revised definition states that only benefits that are expected to be wholly
settled within 12 months after balance date are classified as a short-term employee benefit

►

Should there be evidence to suggest that employees will not use their accrued annual leave
within 12 months of balance date, the annual leave liability should be measured as a longterm benefit and measured using the projected unit credit valuation method

►

Short-term benefits are recognised at the undiscounted amount of the benefit expected to
be paid in exchange for services rendered.

15 | Closing Report for the year ended 30 June 2020 – City of Perth

EY perspective
►

We performed test of controls across the payroll to cash disbursements process to test
the accuracy of employee benefits expense for the year ended 30 June 2020

►

We performed substantive analytical procedures to identify any unusual trends or outliers

►

On a sample basis, we tested the accuracy of employee entitlements against source
documents, such as employment contracts and authorised leave request forms.

►

We confirmed the discount rates used in discounting benefit obligations to present value
to publicly available government bond rates.

►

We re-calculated the calculation of gross employee entitlements with reference to source
documents on a sample basis.

►

We evaluated whether the impact of discounting annual leave entitlements which are not
expected to be settled within 12-months of balance date to present value is material.

►

We cross-checked the workers compensation accrual to the estimate provided by the
Local Government Insurance Scheme in accordance with run-off insurance arrangements.

City of Perth
For the year ended 30 June 2020
Executive summary

Areas of audit focus

Audit differences

Appendices

Accounting for investments accounted for under the equity method
Relevant accounting standards: AASB 128 Investments in Associates and Joint Ventures (“AASB 128”)

Our understanding
►

At 30 June 2020, the carrying amount of investments accounted for under the equity
method was as follows:
$’000
Opening balance as of 1 July 2019
Share of associates loss from ordinary activities
Distributions to participants
Capital contributions
Closing balance as of 30 June 2020

►

EY perspective
►

Tamala Park
Regional
Council

Mindarie
Regional
Council

3,809

5,989

(13)

(194)

(250)

-

362

-

3,908

5,795

Where investments are accounted for using the equity method, the investment is initially
recognised at cost. Subsequently, the carrying amount of investments is adjusted for the
post acquisition change in the City’s net share of the investee’s net assets
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We tested the consistency of the amounts presented in the investments accounted for
under the equity method disclosures to the draft financial statements (considered final) of
the respective Councils.

City of Perth
For the year ended 30 June 2020
Executive summary

Areas of audit focus

Audit differences

Appendices

Financial ratio compilation
Relevant accounting standards: Local Government (Financial Management) Regulations 1996

Our understanding
Regulation 50 of the Local Government (Financial Management) Regulations 1996 requires
the disclosure of the following financial ratios in the financial statements:

►

EY perspective
►

The financial ratios of the City are as follows:
2020

2019

2018
Restated

DLGSCI
Standard

Current ratio

2.03

1.52

1.20

≥ 1.00

Asset consumption ratio

0.55

0.58

0.60

≥ 0.50

Asset renewal funding ratio

1.00

0.99

1.00

≥ 0.75

Asset sustainability ratio

0.48

0.55

0.72

≥ 0.90

Debt service cover ratio

6.67

5.02

7.33

≥ 2.00

(0.02)

0.05

0.04

≥ 0.01

1.00

1.00

1.03

≥ 0.40

►

The current ratio

Financial ratio

►

The asset consumption ratio

►

The asset renewal funding ratio

►

The asset sustainability ratio

►

The debt service cover ratio

►

The operating surplus ratio

►

The own source revenue coverage ratio

►

Regulation 10 of the Local Government (Audit) Regulations 1996 requires the auditors to
assess whether the asset consumption and asset renewal ratios are supported by verifiable
information and reasonable assumptions

►

Regulation 10 of the Local Government (Audit) Regulations 1996 requires the auditor to
assess whether there are any significant adverse trends in the financial position of the City
of Perth, benchmarked to the Department of Local Government, Sport and Cultural
Industries ("DLGSCI") standard.
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Operating surplus ratio
Own source revenue coverage ratio
►

We tested the clerical and computational accuracy of the financial ratio calculations

►

We tested key inputs within the financial ratio calculations against supporting
documentation

►

We tested the consistency of the calculation methodology to the requirements set out in
the Local Government (Financial Management) Regulations 1996

►

We evaluated the reasonability of the assumptions adopted as part of the calculation of
the asset consumption and asset renewal funding ratios

►

We compared the financial ratios of the City to the DLGSCI standard to identify adverse
trends. An adverse trend related to the asset sustainability ratio was identified

►

The adverse trend will be communicated as a material matter in the “Report on Other
Legal and Regulatory Requirements” section of the audit opinion.

City of Perth
For the year ended 30 June 2020
Executive summary

Areas of audit focus

Audit differences

Appendices

Accuracy of related party disclosures
Relevant accounting standards: AASB 124 Related Party Disclosures (“AASB 124”)

Our understanding
►

At 30 June 2020, the City identify related party relationships with key management
personnel and joint arrangements, including Tamala Park Regional Council and Mindarie
Regional Council

►

Under AASB 124, if an entity has had related party transactions during the periods
covered by the financial statements, it shall disclose the nature of the related party
relationship as well as information about those transactions and outstanding balances,
including commitments, necessary for users to understand the potential effect of the
relationship on the financial statements
At a minimum, disclosures shall include:

►
►

The amount of the transactions

►

The amount of outstanding balances, including commitments

►

Their terms and conditions, including whether they are secured, and the nature of the
consideration to be provided in settlement

►

Details of any guarantees given or received

►

►

Provisions for doubtful debts related to the amount of outstanding balances, and

►

The expense recognised during the period in respect of bad or doubtful debts due from
related parties.
Related party transactions are disclosed in Notes 25, 26 and 27 to the financial
statements.
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EY perspective
►

We enquired of management as to the process to identify, appropriately account for and
disclose related party relationships and transactions

►

We enquired of management as to the nature of relationships between the City, Mindarie
Regional Council and Tamala Park Regional Council to understand their underlying
business purpose and whether any transactions with related parties were outside of the
ordinary course of business

►

We tested the accuracy of key management personnel remuneration and allowances to
source documentation, such as employment contracts and vendor invoices

►

We inspected bank confirmations, solicitor representation letters, the agenda and
minutes to Council meetings and material contracts to evaluate the completeness of
related party relationships identified by and disclosed by management.

City of Perth
For the year ended 30 June 2020
Executive summary

Areas of audit focus

Audit differences

Appendices

Completeness of financial statement disclosures and adoption of new accounting standards
Relevant accounting standards: Local Government (Financial Management) Regulations 1996 (“the FMR”), AASB 1058, AASB 15 and AASB 16 Leases

Our understanding

EY perspective

►

The City prepares its financial statements in accordance with the requirements under
accounting standards and regulatory requirements (the FMR)

►

There is a risk that the impact of new accounting standards may not be properly reflected
in the financial statements

►

During the current year, the City adopted all of the new and revised accounting standards
which were applicable to the City’s operations for the year ended 30 June 2020.

►

The below summarises the adjustments to retained surplus upon adoption as at 1 July
2019 as a result of the adoption of the two new revenue standards:
AASB 18 Reclassification
Carrying
amount
30 June 2019

AASB 15

AASB 15
Carrying
amount
30 June 2020

Contract Liabilities arising from Contracts with
Customers

-

(100,530)

(100,530)

Adjustment to retained surplus upon adoption

-

(100,530)

(100,530)

AASB 1058

Prepaid Rates
Adjustment to retained surplus
upon adoption

AASB 18 and AASB 1004
Carrying Amount
30 June 2019

Reclassification

AASB 1058
Carrying
amount
30 June 2020

(328,421)

-

(328,421)

-

-

-
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►

We obtained an understanding of the controls over the financial statement close process.

►

We reviewed the draft financial report prepared to our detailed accounting standard
disclosure checklist and regulatory requirement checklist.

►

In relation to AASB 16, we have reviewed management’s assessment of the transition
impact of adopting AASB 16 (including the use of an appropriate discount rate). Our audit
procedures covered both transition adjustments arising on 1 July 2019 and any leases
entered into during the financial year.

►

In relation to AASB 1058, and AASB 15, we evaluated the completeness and accuracy of
the disclosures relating to the initial adoption of AASB 15, AASB 1058 and AASB 16, the
transitional approach utilised and the revised accounting policies.

City of Perth
For the year ended 30 June 2020
Executive summary

Areas of audit focus

Our understanding
►

During the current year, the City also transitioned to AASB 16 accounting for leases. On
transition at 1 July 2019, the carrying value of the lease liability and the right-of-use
assets was $3.2 million and $3.2 million, respectively.
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Audit differences

Appendices

EY perspective

City of Perth
For the year ended 30 June 2020
Executive summary

Areas of audit focus

Audit differences

Appendices

Compliance with operational procurement control requirements accounting standards
Relevant accounting standards: Local Government (Financial Management) Regulations 1996 and Local Government (Functions and General) Regulation 1996

Our understanding
Purchases of goods and services are subject to the operational procurement controls
codified under regulation 11A of the Local Government (Functions and General) Regulation
1996 as follows:

►

►

The Council must implement a purchasing policy in relation to contracts for the supply
goods or services where the consideration under the contract is $150,000

►

A purchasing policy must make provision in respect of (a) the forms of quotations
acceptable and (b) the retention of all written information in respect of quotations
received and purchases made
Payments for goods and services are subject to the operational procurement controls
codified under regulation 11 and 12 of the Local Government (Financial Management)
Regulations 1996 as follows:

►

►

►

A local government must implement a procedure for the authorisation and payment of
outstanding accounts
A local government must develop procedures for the approval of accounts to ensure that
before settlement, a determination is made that the related debt was incurred by a person
with the appropriate delegated authority.
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EY perspective
►

We performed a walkthrough of the procurement to payables process to identify key
controls for testing.

►

We evaluated the adequacy of key controls implemented by the City in addressing the
operational procurement control requirements codified under the regulatory framework

►

We inspected the trade payables and accrued expenses balance sheet reconciliations and
tested material reconciling items

►

On a sample basis, we tested the accuracy of administrative and other operating
expenses to source documents, such as vendor invoices and bank statements

►

We performed tests of unrecorded liabilities across subsequent cash disbursements and
vendor invoices recorded to the general ledger after balance date.

City of Perth
For the year ended 30 June 2020
Executive summary

Areas of audit focus

Audit differences

Appendices

Inquiry into the operations and affairs of City of Perth
Our understanding
►

The City of Perth’s elected council was suspended on 2 March 2018 by the Local
Government Minister due to “ongoing serious concerns of failure by the elected council to
ensure that the local government performs its functions properly”

►

In May 2018, a panel of inquiry with Royal Commission powers was appointed to inquire
into and report on the operations and affairs at the City of Perth between October 2015
and March 2018 inclusive. Specifically, the inquiry will consider if there was a failure to
provide good government for the City of Perth community, the prospect of providing
future good government and any necessary action to ensure ongoing good government

►

The findings report was published on 11 August 2020. The primary findings of this inquiry
is that in the period between 1 October 2015 and 1 March 2018, there was a gross failure
to provide good government at the City
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EY perspective
►

The City intends to establish a committee consisting of independent oversight
representatives, to monitor progress of the implementation plan and provide support and
input where necessary. The City also commits to reporting progress as per
recommendations of the report, and undertakes that:
►

Council to provide the Minister for Local Government a detailed report annually
within four-months of the close of the financial year.

►

Progress performance be included in the Annual Report until such time as all
relevant recommendations have been addressed.

►

Council receive and consider, at a minimum every four-months, a report monitoring
progress against recommendations. The first such report will be presented to Council
in April 2021.

City of Perth
For the year ended 30 June 2020
Executive summary

Areas of audit focus

Audit differences

Appendices

City of Perth finance transformation plan
Our understanding
►

The City is currently implementing a Finance Transformation Plan over a three year period
which involves 12 Major Initiatives. These include the implementation of a new core
system and impact the business processes and controls. Some of the major initiatives
include:

►

ABC Cost Allocations - Develop and implement a transparent, contemporary model for the
equitable allocation of corporate overheads.

►

Contemporary Chart of Accounts - Develop and implement a contemporary Chart of
Accounts supported by necessary reporting hierarchies to facilitate the presentation of
Service Based Financial Reports as well as meeting all management and statutory reporting
requirements.

►

Service Based Resource Allocation & Reporting - Develop and implement a contemporary
model for presenting Financial and FTE Headcount information in a Service Based Format
that clearly and separately identifies Service Delivery Cost, Operating Projects and Capital
Projects.

►

Ci Anywhere Enterprise Wide Finance System - 2 Annual Phases - Establish a
contemporary Ci Anywhere financial environment which promotes an integrated enterprise
wide finance system approach, minimises manual integration points and facilitates ease of
access and reporting of financial information.

►

Finance Process Review - Document, review and map desired future state of all financial
processes to identify blockages, inform process enhancements and facilitate shared
understanding of Finance processes.

►

Budget and long-term financial plan initiatives

►

Revised finance team structure, revised finance reports and finance business rules

►

The City went live with the procure-to-pay system in Technology One through the
CiAnywhere environment from 24 July 2019. The City went live with the HRIS (HR and
Payroll) module within Technology One in the CiAnywhere environment from pay period
ended 5 July 2019.

►

The City has moved the GL journals into the CiAnywhere environment as well as enabling
workflow approval within the system rather than through Content Manager (CM) in the
current financial year.
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EY perspective
►

We have engaged our Information Technology Risk and Assurance (“ITRA”) specialists to
assist the audit team with procedures associated with the new procurement to payables
and payroll systems that have been implemented during the current financial year. This
included the review of the IT General Controls put in place for these new systems

►

We have inquired of management, performed walkthroughs of the new procurement to
payables process and payroll process and selected a sample of key controls for testing.

City of Perth
For the year ended 30 June 2020
Executive summary

Areas of audit focus
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Appendices
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Audit differences

Appendices

Audit differences
Summary of unadjusted differences
There are no unadjusted audit differences identified during the course of our audit.
The impact of prior year unadjusted audit differences would be $943k after turnaround, in relation to the understatement of the long service leave provision in the prior year.
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Executive summary
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Audit differences

Appendices

Other required audit committee
communications

Outstanding matters

Auditing Standards require us to report to you certain
matters not in the body of this report.

The items in here relates to outstanding matters at the
date of the release of this report.

Independence
Communication of independence to the City of Perth.
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City of Perth
For the year ended 30 June 2020
Executive summary

Areas of audit focus

Audit differences

Other required audit committee communications
Auditing Standards require us to report to you certain matters that are not otherwise detailed in this report.
Matter

How matter was addressed

Material uncertainty related
to going concern

No conditions or events were identified, either individually or in aggregate, that may cast significant doubt
about City of Perth’s ability to continue as a going concern for 12 months from the date of our report.

Disagreements with
management

During our audit we received full cooperation from management and had no unresolved disagreements over
the application of accounting principles, the scope of our audit or disclosures to be included in the financial
statements.

Compliance with laws and
regulations

We have not identified any material instances of non-compliance with laws and regulations.

Fraud and illegal acts

We have made enquiries of management regarding:
► Knowledge of any fraud or suspected fraud affecting the entity involving Management, employees who have
significant roles in internal control; or others where fraud could have a material effect on the financial
report
► Knowledge of any allegations of fraud, or suspected fraud, affecting City of Perth’s financial information
Based on our enquiries and audit procedures, we did not become aware of any fraud or illegal acts during our
audit.
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City of Perth
For the year ended 30 June 2020
Executive summary

Areas of audit focus

Audit differences

Outstanding matters
The following items relating to the completion of our audit procedures are outstanding at the date of the release of this report:
Item

Actions to resolve

Responsibility

Mindarie & Tamala Park
Financial Statements

Receipt of the signed financial statements for the City’s equity accounted
investments and review of the updated equity accounting

M

Management Letter

Receipt of Management responses and action plan

M

Final updated financial
statements

Final amendments to financial statements to be reviewed

CEO and Audit Committee
approval of the financial
statements

Receipt of approval of the Financial Statements

Management representation
letter

Receipt of signed Management representation letter

Subsequent events review

Completion of subsequent events procedures to the date of signing the audit report

A

M

M

Key:
A

Auditor responsibility

M

Management responsibility
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Independence

Independence
We are committed to being and being seen to be independent.
There are no matters that, in our professional judgement, bear
on our independence which need to be disclosed to the CEO
and Audit Committee Chair.
We understand the importance of independence to you. We
have been rigorous in maintaining our independence and
managing conflicts.
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ATTACHMENT 7.3C
CITY OF PERTH
PERIOD OF AUDIT: YEAR ENDED JUNE 2020
FINDINGS IDENTIFIED DURING THE FINAL AUDIT

INDEX OF FINDINGS

RATING
Significant

1.

Excessive annual leave entitlements

Moderate

Minor



PREFACE
During the course of the FY19 audit for the year ended 30 June 2019, there were 9 moderate to
minor management letter points identified. During the year, the City of Perth (“the City”)
remediated 8 of the previously identified 9 which was predominantly due to the City’s upgrade of
major core financial systems and process transformation project which a component went live 1
July 2019. The finding below has been carried forward from the previous financial year, and we
have included our FY20 update.

KEY TO RATINGS
The Ratings in this management letter are based on the audit team’s assessment of risks and concerns
with respect to the probability and/or consequence of adverse outcomes if action is not taken. We give
consideration to these potential adverse outcomes in the context of both quantitative impact (for example
financial loss) and qualitative impact (for example inefficiency, non-compliance, poor service to the public
or loss of public confidence).

Significant

-

Those findings where there is potentially a significant risk to the entity should the
finding not be addressed by the entity promptly.

Moderate

-

Those findings which are of sufficient concern to warrant action being taken by the
entity as soon as practicable.

Minor

-

Those findings that are not of primary concern but still warrant action being taken.
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CITY OF PERTH
PERIOD OF AUDIT: YEAR ENDED JUNE 2020
FINDINGS IDENTIFIED DURING THE FINAL AUDIT
1.

Excessive annual leave entitlements (Carried forward from FY19)
Finding
The accrual for annual leave has been allowed to accumulate to high levels for a number of employees. We
observed 33 employees with more than 8 weeks owed to them in annual leave entitlements.
Rating: Minor
Implication
Staff not taking their annual leave entitlements each year increases the risk or opportunity for fraud to
occur. Instances of fraud are more likely to occur where there are significant build-ups in annual leave which allow
for minimum job rotation. In addition, as annual leave entitlements continue to accumulate each year together with
general increases in pay rates, the City of Perth may be liable for increased annual leave payments when the
employees eventually take leave or larger cash payouts upon retirement or termination.
Recommendation
Management should encourage employees to utilise their leave entitlements in a timely manner.
Management Comment
As part of the last EBA negotiations the EBA’s now reflect that an employee can have 6 weeks accrued leave and
anything greater can allow the employer to provide 4 weeks notice to the employee in order for them to take it. HR
supports managers in addressing this by generating reports and informing managers of employees that have more
than 6 weeks leave accrued.
FY20 Update:
During the course of our FY20 audit, we identified that there are still a number of employees who have accumulated
more than 8 weeks of unutilised annual leave, albeit this number has reduced from 2019. This significant
improvement was driven by the efforts of the Human Resources Department (“HR”) who performed a review during
the year to identify employees with more than 6 weeks of leave entitlement and encouraged them to utilise their
accrued leave. We verified managements actions through inspection of a series of communications to the relevant
employees who were been identified by HR in having over 6 weeks of leave and requiring them to take annual
leave. This should remain a focus going forward.

FY20 Management Comment:
Management agrees with the statement above and will continue to review outstanding leave balances to identify
employees with excess leave and encourage them to agree to a leave management plan.
Responsible Person: Human Resources
Completion Date: Ongoing
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ATTACHMENT 7.4A

ICT Disaster Recovery Review October
2020

FINAL REPORT

Review
Undertaken
By:

Mario Cheldi
Internal Auditor

ICT Disaster Recovery Review – October 2020
Areas for review
Information and Communications Technology (ICT) disaster recovery
processes within the City of Perth (City).
Period of Audit Field
Work

September/October 2020

Background

ICT systems are critical for the operations of the City. The City depends on
them to:
• deliver services to the community
• efficiently and effectively manage operations
To make sure its systems remain available and continue to operate reliably,
the City must be able to recover and restore them in the event of a
disruption – such as an event that interrupts access to premises, to the
data that systems rely on, or to the systems themselves. Further, the City
needs to be able to recover and restore its systems within a timeframe that
reflects the business-critical nature of systems.
ICT disaster recovery is the process for recovering systems following a
major disruption. It forms part of the City’s wider business continuity
strategy.
In the absence of effective disaster recovery capability, the risks to the City
include the following:
• extended disruption or inability to deliver services that depend on
systems
• inability to recover systems and restore lost data
• subsequent financial loss
• reputational damage, including loss of community confidence in the
effective delivery of services
A review of the City’s ICT Disaster Recovery plans and processes was
scheduled to be undertaken during September/October 2020 as per the
Internal Audit Plan 2020/21 approved by the Audit and Risk Committee and
Council in May and June 2020 respectively. This review has previously not
been undertaken by Internal Audit and is therefore considered timely. It
continues a recent trend of audits undertaken to review controls of key ICT
risks eg cyber security.

Objective

The objective of this review is to obtain evidence to provide assurance that
the City has the capability to effectively recover its critical ICT systems and
data in the event of a disruption.

Scope

The scope of this review comprises key processes (controls) as follows:
• ICT disaster recovery planning;
• ICT disaster recovery testing;
• Data backup and recovery procedures;
© City of Perth, 2020
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ICT Disaster Recovery Review – October 2020
• ICT disaster recovery data centres;
• Uninterrupted Power Supplies (UPS) (electrical apparatus that provide
emergency power when input power source or mains power fails).
Approach

The following steps were undertaken in completing this review:
•

•
•
•

•
•
•
•
•

A preliminary review of key processes in relation to ICT disaster
recovery was undertaken. The preliminary review also included
consideration of the results of a risk assessment carried out on ICT
disaster recovery (this risk assessment was carried out by the ICT Unit
and the ICT disaster recovery risk is being monitored by the City’s Risk
Management Team).
An audit entry interview was held with key ICT Unit staff to confirm the
key processes in place in relation to ICT disaster recovery.
An audit program was then developed to test the adequacy of these
key processes.
Testing was undertaken via discussions with relevant ICT Unit staff and
review of applicable evidence documentation. A tour was undertaken
of the ICT disaster recovery data centres as well as back up tape storage
facilities.
Results of testing were documented within audit working papers.
Testing results were discussed with key ICT Unit staff.
Formal responses from ICT Unit management was obtained in relation
to a finding from this review.
A report (this report) was then drafted summarising the results of the
audit and provided to key ICT Unit staff for feedback.
The final report will be presented to the Audit and Risk Committee
Meeting to be held on 7 December 2020.

Conclusion

Testing has provided evidence to provide assurance that the City has the
capability to effectively recover its critical ICT systems and data in the
event of a disruption. Key processes (controls) as described under the
scope section above were confirmed as adequate in all but one instance –
ICT disaster recovery planning.

Key processes

This section provides a summary of results of testing of the key ICT disaster
recovery processes (controls).
The following key processes were confirmed to be in place and adequate.
• ICT disaster recovery testing. Evidence was obtained that testing has
taken place in 2018 and 2019 with the next test planned for December
2020. This is line with best practice which requires ICT disaster recovery
testing to be undertaken on at least an annual basis.
• Data backup and recovery procedures. Adequate procedures were
found to be in place for the routine backup as well as recovery of data.
• ICT disaster recovery data centres. These centres hold ICT infrastructure
eg servers (the City also makes use of virtual servers over the cloud
(internet)) for the backup and recovery of data. The City maintains
these centers at Council House (Lower Ground Floor), Regal Place Car
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Park in East Perth as well as at the Elder Street Car Park situated in the
western end of the Perth Central Business District. In addition, backup
tapes are maintained at Iron Mountain, an information services
management facility located in Malaga. A tour of each of the
abovementioned facilities has identified that these facilities are
adequately secured, equipment/tapes maintained within a required
climate controlled environment and located at an adequate distance
from the production site at Council House (Regal Place, Elder St and Iron
Mountain sites).
• Uninterrupted Power Supplies (UPS). It was identified that functional
UPS are in place on each floor of Council House and within other City of
Perth buildings including car parks. Evidence was obtained that UPS are
being subjected to periodic maintenance testing.
ICT disaster recovery planning
It was identified that the City has in place an “Information Technology
Recovery Plan” (plan) to ensure the continuation and timely recovery of
ICT services. A review of this plan has identified that it has not been
updated since its completion and distribution in June 2017. The plan was
found to contain out of date information in a number of instances eg
recovery site locations, systems and key staff contact information.
Research carried out for this audit has identified that it is best practice for
an ICT disaster recovery plan to be updated on an annual basis. The need
to update and maintain the plan annually has been included as an audit
finding (refer findings and recommendations section of this report).
Acknowledgements

The cooperation and assistance received from various ICT Unit staff to
enable the completion of this review is appreciated.

Sign off

______________________
Mario Cheldi
Internal Auditor
30 October 2020
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RISK RATINGS
Risk ratings applied to findings are based on the City of Perth Risk Management Framework (i.e.
extreme, high, medium, low).
The risk rating applied to each finding has been arrived at by following the methodology described
in the abovementioned framework i.e. identification of existing controls, consideration of risk
consequence and likelihood.
The timing of proposed action to address a finding is linked to the Risk and Audit Response Matrix
(refer last page of this report). This matrix was approved at the Audit and Risk Committee meeting
held in May 2019.
SUMMARY OF FINDINGS
The tables below summarize the findings of this review.
Extreme

High

Medium

Low

0

0

1

0

Risk rating

Finding
number

Summary of findings

Medium

1

ICT disaster recovery planning

Specific details of the finding and recommendation is included in the next section.
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FINDINGS AND RECOMMENDATIONS
1. ICT disaster recovery plan

Risk Rating:

Medium

Issue
Research carried out for this audit has identified that it is best practice for an ICT disaster recovery
plan to be updated on an annual basis.
A review of the City’s “Information Technology Recovery Plan” has identified that it has not been
updated since its completion and distribution in June 2017.
This plan was found to contain out of date information in a number of instances eg recovery site
(data centre) locations, systems and key staff contact information.
Implications
An out of date ICT disaster recovery plan results in the City being less prepared to respond to an
unplanned incident and mitigate the impact of any disaster.
Recommendations
The City’s “Information Technology Recovery Plan” to be reviewed and updated to ensure that it
contains current relevant information including the processes for recovery of critical business
systems. Thereafter, this plan should be reviewed and updated on an annual basis as per best
practice.
Updated plan to be approved by the Manager ICT Unit and distributed to relevant ICT Unit staff.
A copy of the up to date plan should be held offsite at the East Perth (Regal Place Car Park) ICT
disaster recovery centre.
Management response (Manager ICT Unit as at 2 November 2020)
The identified recommendations and actions are in-line with the ICT service unit planning and
draft ICT Strategy.
Action Plan
The analysis and planning is currently underway.
Person(s) responsible for implementing the actions
ICT Coordinator (Infrastructure Services).
Target Date
31 December 2020.
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RISK AND AUDIT RESPONSE MATRIX
RISK & AUDIT RESPONSE

Risk rating

Extreme

High

Medium

Low

Exceptions

Risk response *

Management MUST implement plans
immediately to address the risk, with
resultant actions implemented,
executed and revised risk being
accepted within 3 months from the
point of control breakdown, risk
environment changes or the risk is
identified and reported.

Management MUST implement plans
within 1 month to address the risk,
with resultant actions implemented,
executed and revised risk being
accepted within 9 months from the
point of control breakdown, risk
environment changes or the risk is
identified and reported.
Management is required to
DEMONSTRATE ASSURANCE that the
controls in place to keep the level of
risk at the medium level are
functioning adequately.
Management is required only to
DEMONSTRATE ASSURANCE that the
controls in place to keep the level of
risk at the low level are functioning
adequately.
Exceptions to the risk response and
acceptance can only be determined
by the Audit and Risk Committee,
through recommendation from the
Corporate OSH and Risk Management
Committee.

Audit response **
Management MUST implement plans immediately
to address the risk, with resultant actions
implemented, executed and revised risk being
accepted within 1 month from the point of control
breakdown.
Priority 1 action plan agreed with management to
immediately address control weakness and
implement improved control effectiveness within 1
month.
Management MUST implement plans within 1
month to address the risk, with resultant actions
implemented, executed and revised risk being
accepted within 3 months from the point of
control breakdown
Priority 2 action plan agreed with management
within 1 month to address control weakness and
implement improved control effectiveness within 3
months.
Priority 3 action plan agreed with management
within 1 month to address control weakness and
implement improved control effectiveness within 6
months.
Priority 4 action plan agreed with management
within 2 months for management to implement
improved control effectiveness within 6 months to
keep the level of risk at the medium/low or low
level.
Exceptions to the control breakdown response
protocol as well as subsequent risk acceptance
above can only be determined by the Audit and
Risk Committee, through recommendation from the
Corporate OSH and Risk Management Committee.

*Risk Response actions explain residual risk treatment actions along with applicable timeframes for resolution.
** The Audit Response actions explain how to address a risk rated audit finding based on a control weakness that has been
identified along with applicable timeframes to address the control weakness and bring the risk back into appetite.
The risk response timeframes provided above have been determined with consideration of operational budget
planning processes. The audit response timeframes in line with the City’s risk acceptance criteria.
Note: The above Matrix was approved by the Audit and Risk Committee at their meeting held on 20 May 2019. This Matrix is to
apply to all risk and audit items reported to this Committee from August 2019.
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ATTACHMENT 7.5A
Appendix A - Internal Audit Log as at 30 November 2020
#

Risk

Issue

Action agreed by Management

Action
Owner

Target
Date

Comment

Fraud and Corruption Controls Review (July 2019)
Objective: Provide assurance that key controls and practices for managing the risks of fraud and corruption are adequate.
1
Med
Fraud and Corruption Control Plan
A fraud and corruption control plan to Alliance
Jan-20*
Revised action due dates have been previously accepted by
be
developed
and
implemented
within
Manager
The City is not adhering to best practice
Mar-20* the Audit and Risk Committee. Reasons for previous delays
the
organisation.
Governance
include diversion of resources to assist with the inquiry
guidance, Australian Standard AS 8001Sep-20*
panel process and awaiting outcomes of the independent
2008 Fraud and Corruption Control,
Dec-20*
review into Audit and Risk.
which recommends a fraud and
General
Mar-21
corruption control plan as an
A further revised date of March 2021 is proposed to provide
Manager
organisation’s first step to control its
for a ‘Corruption and misconduct risk assessment’ to be
Corporate
fraud and corruption exposure.
performed as per Inquiry recommendation #297 prior to the
Services
Fraud and Corruption Control Plan being developed. This
allows for a considered action plan with regard identified
risks.
Investments (October 2019)
Objective: Provide assurance that controls over the management of the City’s financial investments are adequate
2
Med
Council Policy 9.3 Management of Council Policy 9.3 to be reviewed and
General
Apr-20*
Revised action due dates have been previously accepted by
updated in line with current legislation Manager
the Audit and Risk Committee. The revised draft policy was
Investments
Oct-20*
held back pending the approval of the City’s Policy
and
requirements
for
management
of
Corporate
Council Policy 9.3 Management of
Feb-21
Framework (April 2020) and Policy Review (June 2020).
investments.
Services
Investments was found to contain
outdated information relating to
The draft policy was presented at the ELT meeting on 4
allowed
investments
(as
per
November 2020 and has been listed as a priority for
Chief
legislation), benchmarking, reporting
consideration by the new Policy Committee in December
Financial
2020. It is intended to be presented at the next available
and review requirements.
Officer
Ordinary Council Meeting for formal adoption.
* Date previously approved by the Audit and Risk Committee
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Appendix B – External Consultancy Audit Log as at 30 November 2020
#

Risk

Issue

Action agreed by Management

Action Owner

Target
Date

Comment

Financial Management Review (September 2019)
Consultant: Moore Stephens
Objective: Review the appropriateness and effectiveness of the control environment of the City's financial management system in accordance with Financial Management Regulation
5(2)(c).
3
Low
Receipts and Receivables
To help improve the management of Project
Feb-20*
A Financial Systems and Process Transformation Plan is
Director
currently underway in order to consolidate systems and
The City does not have a centralised debtors:
Jun-21*
Strategic
improve interfaces between systems. This will provide a

The
debtors'
system
ledger
should
debtors ledger which can summarise
Finance
blueprint for the City to plan system improvements such as
be upgraded to summarise all
all balances owed for the same debtor.
the debtors system. The blueprint and plan are scheduled
balances owed for the same
for finalisation by 30 June 2021. The roadmap from that
debtor; and
plan will inform the timing and financial impact of
 A credit limit should be set for each
addressing
this action. An implementation date will then
debtor.
be submitted for Audit and Risk Committee review at that
time.
Cyber Security Review (August 2019)
Consultant: Microsoft
Objective: Review to optimise the security posture of their Office 365 tenant, focusing on email security, identity, SharePoint Online, and Skype for Business Online.
Not
Security Optimisation
To address the security risks identified Coordinator
Jun-21*
The ICT Infrastructure team is currently addressing the key
risk
findings from this Microsoft assessment. The “strongly
A total of 65 security issue findings in the Microsoft Security Optimisation ICT
recommended” and “recommended” findings are 74% and
(Technology
rated were identified. They were classified Assessment.
58% addressed respectively as at 30 November 2020.
Infrastructure)
by Microsoft as:
The team is on track to address these findings.
 Change strongly recommended (25)

 Change recommended (28)
 Review against your organisation’s

policies (12)
* Date previously approved by the Audit and Risk Committee
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Confidential Attachments 8.1A
Item 8.1 – Internal Audit and Risk Functions
Review
Audit and Risk Committee
7 December 2020
Distributed to elected members under
separate cover

