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Summary of Operating Expenditure
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Rate Setting Statement — by Department

SHIRE OF DANDARAGAN

RATE SETTING STATEMENT by Department

for the year ending 30 June 2015

Annual Budget Actual Annual Budget
Description Notes 2014/2015 2013/2014 2013/2014
Operating
Revenues / Sources 1,2
Governance 11,103 36,788 13,834
General Purpose Funding (Excluding Rate Revenue) 1,985,350 1,232,076 1,155,684
Law, Order and Public Safety 414,095 477,569 405,431
Health 8,530 34,541 41,525
Education & Welfare (0) (0) (0)
Community Ammenities 1,105,558 1,073,417 1,064,173
Recreation and Culture 747,766 223,247 678,459
Transport 4,147,535 1,023,092 1,507,643
Economic Services 166,597 202,705 201,197
Other Property and Services 96,913 118,341 132,941
8,683,447 4,421,776 5,200,887
Expenses / (Application) 1,2
Governance (760,364) (583,966) (572,854)
General Purpose Funding (166,112) (140,780) (137,522)
Law, Order and Public Safety (922,564) (810,152) (865,248)
Health (310,601) (334,036) (401,956)
Education & Welfare (7,500) (0) (0)
Community Ammenities (1,914,963) (1,556,831) (1,819,487)
Recreation and Culture (2,907,282) (1,934,108) (2,523,393)
Transport (3,505,960) (3,409,931) (3,644,408)
Economic Services (626,433) (458,579) (518,446)
Other Property and Services (425,863) (387,464) (172,299)
(11,547,642) (9,615,847) (10,655,614)
Adjustments for Non-Cash
(Revenue) and Expenditure
(Profit)/Loss on Asset Disposals 4(b) (132,819) (40,822) (111,223)
Movement in Accrued Interest (0) 1,725 (0)
Movement in Accrued Salaries and Wages (0) (35,806) (0)
Movement in Employee Provisions (0) (34,210) (0)
Movement in Deferred Rates (0) (25,412) (0)
Movement in Accrued Expenses (0) 413 (0)
Depreciation on Assets 2 (3,572,443) (2,495,465) (2,833,556)
Total Operating less non cash items 841,068 (2,564,494) (2,509,948)
Capital Revenue and (Expenditure)
Purchase Land and Buildings 3 (4,214,841) (5,597,622) (7,379,333)
Purchase Furniture and Equipment 3 (46,143) (121,500) (39,700)
Purchase Plant and Equipment 3 (1,261,500) (254,702) (895,000)
Purchase Infrastructure Assets - Roads 3 (4,110,702) (1,876,182) (2,402,150)
Purchase Infrastructure Assets - Parks & Reserves 3 (1,198,492) (125,368) (904,951)
Purchase Infrastructure Assets - Other 3 (3,659,903) (187,387) (2,662,850)
Proceeds from disposal of assets 4(b) 298,500 80,636 314,000
Repayment of Debentures 5(a) (214,121) (202,957) (202,957)
Self-Supporting Loan Principal Income 5(a) 34,736 32,757 32,757
Transfer to Reserves 6 (856,982) (1,267,569) (811,022)
Transfer from Reserves 6 8,048,852 4,812,158 8,958,073
Surplus/(Deficit) July 1 B/Fwd 7 1,188,808 3,471,413 3,496,748
Surplus/(Deficit) June 30 C/Fwd 7 0 1,188,808 0
Amount raised from rates 8 5,150,719 4,989,628 5,006,334

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



Statement of Comprehensive Income — by Nature or Type

SHIRE OF DANDARAGAN
STATEMENT OF COMPREHENSIVE INCOME by Nature or Type
for the year ending 30 June 2015

Annual Annual
Budget Actual Budget
Description Notes 2014/2015 2013/2014 2013/2014
Revenue form Ordinary Activities
Rates 8 5,276,937 5,104,428 5,133,389
Grants and Subsidies 1,884,397 974,281 972,886
Contributions Reimbursements Donations 319,215 206,176 168,935
Service Charges 9(b) 24,145 24,145 24,145
Fees and Charges 10 1,845,520 1,558,726 1,577,279
Interest Earnings 2(a) 361,000 468,595 394,600
Other Revenue 97,599 133,758 98,960
9,808,813 8,470,109 8,370,194
Expenses from Ordinary Activities

Employee Costs (3,345,241) (3,227,565) (3,197,081)
Materials and Contracts (2,918,970) (2,435,026) (2,961,481)
Utilities (449,523) (379,889) (409,989)
Insurance (393,671) (373,770) (371,052)
Other Expenses (661,049) (580,377) (629,144)
Depreciation 2(a) (3,572,443) (2,495,465) (2,833,556)
(11,340,898) (9,492,092) (10,402,303)
(1,532,085) (1,021,983) (2,032,109)
Borrowing Costs Expense 2(a) (58,925) (68,387) (70,088)
Grants & Subsidies (towards non-operating activities) 4,010,353 926,749 1,765,027
Profit / Loss on Disposal of Assets 4(b) (132,819) (40,822) (111,223)
NET RESULT 2,286,524 (204,443) (448,393)
Other Comprehensive Income (0) (0) (0)
TOTAL COMPREHENSIVE INCOME 2,286,524 (204,443) (448,393)

Notes:

All fair value adjustments relating to remeasurement of financial assets at fair value through

profit or loss and (if any) changes on revaluation of non-current assets in accordance with the
mandating of fair value measurement through Other Comprehensive Income, is impacted upon
by external forces and is not able to be reliably estimated at the time of budget adoption.

Fair value adjustments relating to the re-measurement of financial assets at fair value through

profit or loss will be asessed at the time they occur with compensating budget amendments

made as necessary.

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

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



Statement of Comprehensive Income — by Department

SHIRE OF DANDARAGAN
STATEMENT OF COMPREHENSIVE INCOME by Department
for the year ending 30 June 2015

Annual Budget Actual Annual Budget
Description 2014/2015 2013/2014 2013/2014
Revenues from Ordinary Activities
Governance 11,103 36,788 13,834
General Purpose Funding 7,136,069 6,221,704 6,162,018
Law, Order, Public Safety 414,095 425,274 378,136
Health 8,530 19,995 41,525
Education & Welfare (0) (0) (0)
Community Amenities 1,105,558 1,073,417 1,064,173
Recreation and Culture 340,313 190,800 188,468
Transport 529,635 181,084 187,902
Economic Services 166,597 202,705 201,197
Other Property and Services 96,913 118,341 132,941
9,808,813 8,470,109 8,370,194
Expenses from Ordinary Activities
Governance (712,270) (546,305) (518,995)
General Purpose Funding (166,112) (140,780) (137,522)
Law, Order, Public Safety (909,068) (810,152) (853,788)
Health (310,601) (334,036) (390,482)
Education & Welfare (7,500) (0) (0)
Community Amenities (1,914,963) (1,548,735) (1,819,487)
Recreation and Culture (2,877,959) (1,898,627) (2,487,293)
Transport (3,392,387) (3,409,931) (3,520,341)
Economic Services (626,433) (450,653) (505,983)
Other Property and Services (423,604) (352,873) (168,412)
(11,340,898) (9,492,092) (10,402,303)
(1,532,085) (1,021,983) (2,032,109)
Borrowing Costs Expense
Governance (27,344) (29,057) (30,101)
Recreation and Culture (29,322) (35,480) (36,100)
Other Property and Services (2,259) (3,850) (3,887)
(58,925) (68,387) (70,088)
Grants and Subsidies Non-Operating
Law, Order, Public Safety (0) 52,295 27,295
Recreation and Culture 407,453 32,447 489,991
Transport 3,602,900 842,007 1,247,741
4,010,353 926,749 1,765,027
Profit / Loss on Asset Disposal
Governance (20,750) (8,604) (23,758)
General Purpose Funding (0) (0) (0)
Law, Order, Public Safety (13,496) (0) (11,460)
Health (0) 14,545 (11,475)
Education & Welfare (0) (0) (0)
Community Amenities (0) (8,097) (0)
Recreation and Culture (0) (0) (0)
Transport (98,573) (0) (52,067)
Economic Services (0) (7,926) (12,464)
Other Property and Services (0) (30,740) (0)
(132,819) (40,822) (111,223)
NET RESULT 2,286,524 (204,443) (448,393)
Other Comprehensive Income (0) (0) (0)
TOTAL COMPREHENSIVE INCOME 2,286,524 (204,443) (448,393)

Notes:

All fair value adjustments relating to remeasurement of financial assets at fair value through
profit or loss and (if any) changes on revaluation of non-current assets in accordance with the
mandating of fair value measurement through Other Comprehensive Income, is impacted upon
by external forces and is not able to be reliably estimated at the time of budget adoption.

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

It is anticipated, in all instances, any changes upon revaluation of non-current assets will relate to

non-cash transactions and as such, have no impact on this budget document.

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



Statement of Financial Position

SHIRE OF DANDARAGAN
STATEMENT OF FINANCIAL POSITION
for the year ending 30 June 2015

30 June
Description Notes  1July 2013 2014
CURRENT ASSETS
Cash 7 13,644,029 5,342,075
Trade & Other Receivables 643,420 400,025
Inventories 21,439 21,439
Other Current Assets 0 0
TOTAL CURRENT ASSETS 14,308,888 5,763,538
NON-CURRENT ASSETS
Land 759,796 759,796
Buildings and Improvements 15,259,132 18,290,391
Furniture and Equipment 912,907 847,882
Plant and Equipment 3,976,924 4,406,797
Infrastructure 176,487,321 183,579,033
Trade & Other Receivables 275,120 240,384
TOTAL NON-CURRENT ASSETS 197,671,201 208,124,283
TOTAL ASSETS 211,980,089 213,887,821
CURRENT LIABILITIES
Creditors (212,528) (47,857)
Provisions (389,683) (389,683)
Loans Leases Overdrafts (214,121) (196,272)
Accruals (136,224) (136,224)
TOTAL CURRENT LIABILITIES (952,556) (770,035)
NON-CURRENT LIABILITIES
Provisions (98,182) (98,182)
Loans Leases and Overdrafts (907,318) (711,046)
Other Non-Current Liabilities 0 0
TOTAL NON-CURRENT LIABILTIES (1,005,499) (809,228)
TOTAL LIABILITIES (1,958,055)  (1,579,263)
TOTAL NET ASSETS 210,022,034 212,308,558
EQUITY
Reserves 6 12,907,527 5,715,657
Revaluation Surplus 1,213,538 1,213,538
Accumulations 195,900,969 205,379,363
TOTAL EQUITY 210,022,034 212,308,558

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



Statement of Cash Flows

SHIRE OF DANDARAGAN
STATEMENT OF CASH FLOWS
for the year ended 30 June 2015

2014/2015 2013/2014 2013/2014
Note Budget Actual Budget

Cash Flows from Operating Activities
Receipts
Rates 5,388,935 5,036,784 5,133,389
Grants and Subsidies (Operating) 2,335,010 1,215,320 1,141,821
Service Charges 24,145 24,145 24,145
Fees and Charges 1,845,520 1,558,726 1,577,279
Interest Earnings 361,000 468,595 394,600
Other Revenue 97,599 133,758 98,960

10,052,209 8,437,328 8,370,194
Payments
Employee Costs (3,345,241) (3,157,548) (3,197,081)
Materials and Contracts (3,083,641) (2,997,194) (2,961,481)
Utilities (449,523) (379,889) (409,989)
Insurance (393,671) (373,770) (371,052)
Interest Expenses (58,925) (70,501) (70,088)
Other Expenses (661,049) (580,377) (629,144)

(7,992,050) (7,559,279) (7,638,835)
Net Cash provided by Operating Activities 13b 2,060,159 878,049 731,359
Cash Flows from Investing Activities
Payment for Property, Plant and Equipment (5,522,484) (5,973,824) (8,314,033)
Payments for Construction of Infrastructure (8,969,097) (2,188,937) (5,969,951)
Grants/Contributions for Assets 4,010,353 926,749 1,765,027
Proceeds from Sale of assets 4b 298,500 80,636 314,000
Net Cash Used in Investing Activities (10,182,728) (7,155,376) (12,204,957)
Cash Flows from Financing Activities
Repayment of Debentures 5 (214,121) (202,957) (202,957)
Proceeds from Self-Supporting Loans 34,736 32,757 32,757
Payment to Community Group (self supporting loan) (0) (0) (0)
Proceeds from New Debentures (0) (0) (0)
Net Cash Provided by (Used in) Financing Activities (179,385) (170,200) (170,200)
Net Increase (Decrease) in Cash Held (8,301,954) (6,447,527) (11,643,798)
Cash at Beginning of Year 13,644,029 20,091,556 20,091,394
Cash at End of Year 13a 5,342,075 13,644,029 8,447,596



Shire of Dandaragan
Notes to and Forming part of the Adopted Budget for the year ended 30 June 2015

Budget Note 1 - Significant Accounting Policies

The significant policies, which have been adopted in the preparation of the Budget, are:

(a) Basis of Preparation

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

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

(b) The Local Government Reporting Entity

All Funds through which the Council controls resources to carry on its functions have been
included in the financial statements forming part of this budget.

In the process of reporting on the 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 14 to this budget document.

(c) 2013/2014 Actual Balances

Balances shown in this budget as 2013/14 Actual are as forecast at the time of budget
preparation and are subject to final adjustments.

(d) Rounding Off Figures

All figures shown in this budget, other than a rate in the dollar are rounded to the nearest
dollar.

(e) Rates, Grants, Donations and Other Contributions

Rates, grants, donations and other contributions are recognised as revenues when the local
government obtains control over the assets comprising the contributions. Control over assets
acquired from rates is obtained at the commencement of the rating period or, where earlier,
upon receipt of the rates.

(f) Goods and Services Tax

In accordance with recommended practice, revenues, expenses, and assets capitalised are
stated net of any GST recoverable. Receivables and payables in the Statement of Financial
Position are stated inclusive of applicable GST.



Shire of Dandaragan
Notes to and Forming part of the Adopted Budget for the year ended 30 June 2015

(g) Superannuation

The Shire of Dandaragan contributes to a number of Superannuation Funds on behalf of
employees. All funds to which the Council contributes are defined contribution plans.

(h) Cash and Cash Equivalents

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

Bank overdrafts are shown as short term borrowings in current liabilities in the statement of
financial position.

(i) 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 of business.

Receivables expected to be collected within 12 months of the end of the reporting period are
classified as current assets. All other receivables are classified as non-current assets.
Collectability of trade and other receivables is reviewed on an ongoing basis. Debts that are
known to be uncollectible are written off when identified. An allowance for doubtful debts is
raised when there is objective evidence that they will not be collectible.

(j) Inventories

Inventories are valued 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.

(k) Fixed Assets

Each class of fixed assets is carried at cost or fair value as indicated less, where applicable, any
accumulated depreciation and impairment losses.

Mandatory Requirement to Revalue Non-Current Assets
Effective from 1 July 2012, the Local Government (Financial Management) Regulations were
amended and the measurement of non-current assets at Fair Value became mandatory.
The amendments allow for a phasing in of fair value in relation to fixed assets over three years
as follows:
(a) For the financial year ending on 30 June 2014, the fair value of all of the assets of
the local government that are plant and equipment; and
(b) For the financial year ending on 30 June 2015, the fair value of all of the assets of
the local government —
(i)that are plant and equipment; and
(i) that are —
(1) land and buildings; or
(1) infrastructure;
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and
(c) for a financial year ending on or after 30 June 2015, the fair value of all of the assets
of the local government.
Council has commenced the process of adopting Fair Value in accordance with the
Regulations.

Land Under Control

In accordance with Local Government (Financial Management) Regulation 16(a), the Council is
required to include as an asset (by 30 June 2014), Crown Land operated by the local
government as a golf course, showground, racecourse or other sporting or recreational facility
of state or regional significance.

As at 1 July 2014 the Shire of Dandaragan does not have any assets meeting this definition.

Initial Recognition and Measurement between Mandatory Revaluation Dates
All assets are initially recognised at cost and subsequently revalued in accordance with the
mandatory measurement framework detailed above.

In relation to this initial measurement, cost is determined as the fair value of the assets given
as consideration plus costs incidental to the acquisition. For assets acquired at no cost or for
nominal consideration, cost is determined as fair value at the date of acquisition. The cost of
non-current assets constructed by the Council 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 detailed above, are carried
at cost less accumulated depreciation as management believes this approximates fair value.
They will be subject to subsequent revaluation at the next anniversary date in accordance with
the mandatory measurement framework detailed above.

Revaluation

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

Transitional Arrangements

During the time it takes to transition the carrying value of non-current assets from the cost
approach to the fair value approach, the Council may still be utilising both methods across
differing asset classes.

Those assets carried at cost will be carried in accordance with the policy detailed in the Initial
Recognition section as detailed above.

Those assets carried at fair value will be carried in accordance with the Revaluation
Methodology section as detailed above.

Land Under Roads

In Western Australia, all land under roads is Crown land, the responsibility for managing
which, is vested in the local government.
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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 the fact Local Government (Financial
Management) Regulation 16(a)(i) prohibits local governments from recognising such land as an
asset.

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

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

Consequently, any land under roads acquired on or after 1 July 2008 is not included as an asset
of the Council.

Depreciation of Non-Current Assets

All non-current assets having a limited useful life (excluding freehold land) are systematically
depreciated over their useful lives in a manner which reflects the consumption of the future
economic benefits embodied in those assets.

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

Depreciation is recognised on a straight-line basis, using rates which are reviewed each
reporting period. Major depreciation periods are:

Buildings 10 to 50 years
Furniture and Equipment 5to 20 years
Plant and Equipment 5to 15 years
Sealed roads and streets
formation not depreciated
pavement 30 years
seal 30 years

Gravel roads

formation not depreciated

pavement 30 years
gravel sheet 15 years
pavement 50 years
Foot paths - slab 20 years

Sewerage piping 100 years
Water supply 75 years
piping &
drainage systems

Footpaths 50 years

Infrastructure Parks & Reserves 10 to 50 years

Infrastructure Other 10 to 50 years

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

An asset’s carrying amount is written down immediately to its recoverable amount if the
asset’s carrying amount is greater than its estimated recoverable amount.
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Gains and losses on disposals are determined by comparing proceeds with the carrying
amount. These gains and losses are included in profit or loss in the period which they arise.
When revalued assets are sold, amounts included in the revaluation surplus relating to that
asset are transferred to retained surplus.

Capitalisation Threshold
Expenditure on items of equipment under $2,000 is not capitalised. Rather, it is recorded on
an asset inventory listing.

(m) Investments and Other Financial Assets

Classification

Council classifies its investments in the following categories: financial assets at fair value
through profit or loss, loans and receivables, held-to-maturity investments and available-for-
sale financial assets. The classification depends on the purpose for which the investments
were acquired. Management determines the classification of its investments at initial
recognition and, in the case of assets classified as held-to-maturity, re-evaluates this
designation at each reporting date.

(i) Financial assets at fair value through profit and loss

Financial assets at fair value through profit or loss are financial assets held for trading. A
financial asset is classified in this category if acquired principally for the purpose of selling in
the short term. Derivatives are classified as held for trading unless they are designated as
hedges. Assets in this category are classified as current assets.

(ii) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments
that are not quoted in an active market. They are included in current assets, except for those
with maturities greater than 12 months after the balance sheet date which are classified as
non-current assets. Loans and receivables are included in trade and other receivables in the
balance sheet.

(iii) Held-to-maturity investments

Held-to-maturity investments are non-derivative financial assets with fixed or determinable
payments and fixed maturities that the Council’s management has the positive intention and
ability to hold to maturity. If Council were to sell other than an insignificant amount of held-to-
maturity financial assets, the whole category would be tainted and reclassified as available-
for-sale. Held-to-maturity financial assets are included in non-current assets, except for those
with maturities less than 12 months from the reporting date, which are classified as current
assets.

(iv) Available-for-sale financial assets

Available-for-sale financial assets, comprising principally marketable equity securities, are non-
derivatives that are either designated in this category or not classified in any of the other
categories. They are included in non-current assets unless management intends to dispose of
the investment within 12 months of the balance sheet date. Investments are designated as
available-for-sale if they do not have fixed maturities and fixed or determinable payments and
management intends to hold them for the medium to long term.
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Recognition and derecognition

Regular purchases and sales of financial assets are recognised on trade-date — the date on
which Council commits to purchase or sell the asset. Investments are initially recognised at fair
value plus transaction costs for all financial assets not carried at fair value through profit or
loss. Financial assets carried at fair value through profit or loss are initially recognised at fair
value and transaction costs are expensed in the income statement. Financial assets are
derecognised when the rights to receive cash flows from the financial assets have expired or
have been transferred and Council has transferred substantially all the risks and rewards of
ownership.

When securities classified as available-for-sale are sold, the accumulated fair value
adjustments recognised in equity are included in the income statement as gains and losses
from investment securities.

Subsequent measurement
Loans and receivables and held-to-maturity investments are carried at amortised cost using
the effective interest method.

Available-for-sale financial assets and financial assets at fair value through profit and loss are
subsequently carried at fair value. Gains or losses arising from changes in the fair value of the
financial assets at fair value through profit or loss category are presented in the income
statement within other income or other expenses in the period in which they arise. Dividend
income from financial assets at fair value through profit and loss is recognised in the income
statement as part of revenue from continuing operations when Council’s right to receive
payments is established. Changes in the fair value of other monetary and non-monetary
securities classified as available-for- sale are recognised in equity.

Impairment

Council assesses at each balance date whether there is objective evidence that a financial
asset or group of financial assets is impaired. In the case of equity securities classified as
available-for-sale, a significant or prolonged decline in the fair value of a security below its cost
is considered as an indicator that the securities are impaired. If any such evidence exists for
available-for-sale financial assets, the cumulative loss- measured as the difference between
the acquisition cost and the current fair value, less any impairment loss on that financial asset
previously recognised in profit or loss — is removed from equity and recognised in the income
statement. Impairment losses recognised in the income statement on equity instruments
classified as available-for-sale are not reversed through the income statement.

(n) Fair Value of Assets and Liabilities

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

Fair Value is the price that Council 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
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having regard to the characteristics of the specific asset. The fair values of assets that are not
traded in an active market are determined using one or more valuation techniques. These
valuation 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 (i.e. the market with the greatest volume and level of activity for the asset or, in the
absence of such a market, the most advantageous market available to the entity at the end of
the reporting period (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.

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 measurement date.

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 indirectly.

Level 3

Measurements based on unobservable inputs for the asset or liability.

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

Valuation techniques

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

Each valuation technique requires inputs that reflect the assumptions that buyers and sellers
would use when pricing the asset or liability, including assumptions about risks. When
selecting a valuation technique, the Council gives priority to those techniques that maximise
the use of observable inputs and minimise the use of unobservable inputs. Inputs that are
developed using market data (such as publicly available information on actual transactions)
and reflect the assumptions that buyers and sellers would generally use when pricing the asset
or liability and considered observable, whereas inputs for which market data is not available
and therefore are developed using the best information available about such assumptions are
considered unobservable.

As detailed above, the mandatory measurement framework imposed by the Local Government

(Financial Management) Regulations requires, as a minimum, all assets carried at a revalued
amount to be revalued at least every 3 years.
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(o) Impairment
In accordance with Australian Accounting Standards the Shire’s 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 estimate of the recoverable amount of the asset is made in
accordance with AASB 136 ‘Impairment of Assets’ and appropriate adjustments made.

An impairment loss is recognised whenever the carrying amount of an asset or its cash
generating unit exceeds its recoverable amount. Impairment losses are recognised in the
income statement.

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

At the time of adopting this budget, it is not possible to estimate the amount of impairm